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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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refund on final pricing)
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Appendix VI — Documents Delivered to the Registrar of
Companies and Available for Inspection,” has been registered by the Registrar of Companies in Hong Kong as required by Section 38D of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures
Commission and the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document
referred to above.

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and
us on the Price Determination Date. The Price Determination Date is expected to be on or around Monday, November 18, 2019 and, in any
event, not later than Tuesday, November 19, 2019, or such other date as agreed between the parties to the Price Determination Agreement.
The Offer Price will be no more than HK$17.50 per Offer Share and is currently expected to be no less than HK$13.10 per Offer Share unless
otherwise announced. If, for any reason, the Offer Price is not agreed by Tuesday, November 19, 2019, or such other date as agreed between
the parties to the Price Determination Agreement, between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and us,
the Global Offering will not proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus,
including the risk factors set out in the section headed “Risk Factors.”

The Sole Global Coordinator may, with our consent, reduce the number of Offer Shares being offered under the Global Offering and/or
the indicative offer price range below as stated in this prospectus at any time on or prior to the morning of the last day for lodging
applications under the Hong Kong Public Offering. In such a case, an announcement will be published on the websites of the Stock
Exchange at www.hkexnews.hk and our Company at www.heavensentgold.com not later than the morning of the day which is the last
day for lodging applications under the Hong Kong Public Offering. Defails of the arrangement will then be announced by us as soon
as practicable. See “Structure of the Global Offering” and “How to Apply for the Hong Kong Offer Shares” in this prospectus.
The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and
may not be offered, sold, pledged or transferred within the United States except pursuant to an exemption from, or in a transaction not subject
to, the registration requirements of the U.S. Securities Act and applicable U.S. securities laws. The Offer Shares are being offered and sold
outside the United Sates in reliance on Regulation S under the U.S. Securities Act and the applicable laws of each jurisdiction where those
offers and sales occur.

November 8, 2019



EXPECTED TIMETABLE®

If there is any change in the following expected timetable of the Hong Kong Public
Offering, we will issue an announcement on the websites of the Stock Exchange at
www.hkexnews.hk and our Company at www.heavensentgold.com.

Latest time for completing electronic
applications under HK eIPO White Form

service through one of the following ways®

(1) the TPO App or (2) the designated

website www.hkeipo.hk . ............ ..

Application lists open®’

Latest time to lodge WHITE and YELLOW

application forms

Latest time to give electronic application

instructions to HKSCC™ ... ... .. ... ..

Latest time to complete payment of
HK eIPO White Form applications
by effecting internet banking transfers

or PPS payment transfer(s)..............

Application lists of the Hong Kong

Public Offering close . . ................

Expected price determination date®’

(1) Announcement of:

J the Offer Price;

..11:30 a.m. on Monday, November 18, 2019

..11:45 a.m. on Monday, November 18, 2019

12:00 noon on Monday, November 18, 2019

12:00 noon on Monday, November 18, 2019

12:00 noon on Monday, November 18, 2019

12:00 noon on Monday, November 18, 2019

............. Monday, November 18, 2019

. the level of applications in Hong Kong Public Offering;

. an indication of the level of interest in the International Offering; and

. the basis of allocation of the Hong Kong Offer Shares,

to be published on the websites of the Stock Exchange

at www.hkexnews.hk and our Company

at www.heavensentgold.com on or before

(6)(10)

.......... Friday, November 22, 2019



EXPECTED TIMETABLE®

(2) Announcement of results of allocations in the Hong Kong
Public Offering (with successful applicants’ identification
document numbers where appropriate) to be available
through a variety of channels including the websites

(€

of the Stock Exchange at www.hkexnews.hk""’ and

our Company at www.heavensentgold.com'®

(see “How to Apply for the Hong Kong Offer Shares
— 11. Publication of Results™)'® .. ... ... ... ... ... Friday, November 22, 2019

(3) A full announcement of the Hong Kong Public
Offering containing (1) and (2) above will be
published on the website of the Stock Exchange
at www.hkexnews.hk and our Company’s

website at www.heavensentgold.com from"'® .. ... ... ... Friday, November 22, 2019

Results of allocations in the Hong Kong Public Offering
will be available at the “Allotment Result” function
in the IPO App or at www.tricor.com.hk/ipo/result or
www.hkeipo.hk/IPOResult with a “search by ID” function'” . .Friday, November 22, 2019

Dispatch of Share certificates in respect of wholly or

partially successful applications pursuant to the

Hong Kong Public Offering on or before®"'” ... .. ... ... . Friday, November 22, 2019

Dispatch of HK eIPO White Form e-Auto Refund payment
instructions/refund cheques in respect of wholly or partially

unsuccessful application to be posted on or before'”. . .. .. Friday, November 22, 2019

Dealings in Shares on the Stock Exchange

expected to commence at 9:00 a.m. on"'” ... ... .. ... Monday, November 25, 2019

— 11—



EXPECTED TIMETABLE®

November 8, 2019 through Monday, November 18, 2019. Such time period is longer than
the normal market practice of four days. The application monies (including brokerage,
SFC transaction levy and Stock Exchange trading fee) will be held by the receiving bank
on behalf of the Company and the refund monies, if any, will be returned to the
applicant(s) without interest on Friday, November 22, 2019. Investors should be aware
that the dealings in Shares on the Stock Exchange are expected to commence on Monday,
November 25, 2019.

The application for the Hong Kong Offer Shares will commence on Friday,

ey

)

3)

C))

(&)

(6)

N

)

©))

(10)

All times refer to Hong Kong local time, except as otherwise stated.

You will not be permitted to submit your application through the IPO App or the designated website at
www.hkeipo.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted
your application and obtained an application reference number from the IPO App or the designated website
prior to 11:30 a.m., you will be permitted to continue the application process (by completing payment of
application monies) until 12:00 noon on the last day for submitting applications, when the application lists
close.

If there is a “black” rainstorm warning, an announcement of “extreme conditions” by the Government in
accordance with the revised “Code of Practice in Times of Typhoons and Rainstorms” issued by the Hong Kong
Labour Department in June 2019 and/or a tropical cyclone warning signal number 8 or above in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Monday, November 18, 2019, the application lists will
not open and close on that day. Please refer to section headed “How to Apply for the Hong Kong Offer Shares
— 10. Effect of Bad Weather and/or Extreme Conditions on the Opening of the Application Lists” in this
prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to the section headed “How to Apply for the Hong Kong Offer Shares — 6. Applying by Giving
Electronic Application Instructions to HKSCC via CCASS” in this prospectus.

The Price Determination Date is expected to be on or around Monday, November 18, 2019 and, in any event,
no later than Tuesday, November 19, 2019, or such other date as agreed between the parties to the Price
Determination Agreement. If, for any reason the Offer Price is not agreed between the Sole Global Coordinator
(for itself and on behalf of the Underwriters) and our Company by Tuesday, November 19, 2019, or such other
date as agreed between the parties to the Price Determination Agreement, the Global Offering will not proceed
and will lapse.

Share certificates are expected to be issued on Friday, November 22, 2019 but will only become valid provided
that the Global Offering has become unconditional in all respects and neither of the Underwriting Agreements
has been terminated in accordance with its terms, which is scheduled to be at around 8:00 a.m. on Monday,
November 25, 2019. Investors who trade Shares on the basis of publicly available allocation details before the
receipt of share certificates and before they become valid do so entirely of their own risk.

The announcement will be available for viewing on the “Main Board-Allotment of Results” page on the Stock
Exchange’s website at www.hkexnews.hk and our Company’s website at www.heavensentgold.com.

None of the websites or any of the information contained on the website forms part of this prospectus.

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially
unsuccessful applications and in respect of wholly or partially successful applications if the Offer Price is less
than the price per Offer Share payable on application.

In case a typhoon warning signal no.8 or above, a black rainstorm warning signal and/or Extreme Conditions
is/are in force in any days between Friday, November 8, 2019 to Monday, November 25, 2019, then the day
of (i) announcement of results of allocations in the Hong Kong Public Offer; (ii) despatch of Share certificates
and refund cheques/HK eIPO White Form e-Auto Refund payment instructions; and (iii) dealings in the
Shares on the Stock Exchange will be postponed and an announcement will be made in such event.
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EXPECTED TIMETABLE®

The above expected timetable is a summary only. You should read carefully the sections
headed “Underwriting”, “Structure of the Global Offering” and “How to Apply for the Hong
Kong Offer Shares” for details relating to the structure of the Global Offering, procedures on
the applications for Hong Kong Offer Shares and the expected timetable, including conditions,

effect of bad weather and the dispatch of refund cheques and Share certificates.

v —
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. Because this is a summary, it does not contain all the information that may
be important to you. You should read the whole prospectus before you decide to invest in
the Offer Shares. There are risks associated with any investment. Some of the particular
risks in investing in the Offer Shares are set out in the section headed “Risk Factors” in
this prospectus. You should read that section carefully before you decide to invest in the
Offer Shares. Various expressions used in this section are defined in the sections headed
“Definitions” and “Glossary of Technical Terms” in this prospectus.

OVERVIEW

We are a growth and efficiency-driven South African gold mining company. We have
successfully acquired assets in South Africa from major mining houses and their operational
efficiency has been improving since the acquisitions. Our principal business is mining
gold-containing ore and smelting it into doré bars, and our revenue is predominantly derived
from the sale of gold. Our annual production volume of gold was 168,031 ounces in 2018,
making us the fourth largest gold mining company in South Africa, according to Frost &
Sullivan.

Our Company was incorporated in Hong Kong in March 2015 to venture into the gold
mining industry in South Africa through the acquisition of VMR. VMR was incorporated in
1934, listed on the JSE in 1944, and owned various mining assets, such as the Tau Lekoa Mine
and Nicolor Plant. The Company’s acquisition of 100% of the issued share capital of VMR was
fully funded by the Controlling Shareholders using its internal cash reserves and was
completed in June 2015 by way of a scheme of arrangement. Consequently, VMR became a
subsidiary of the Company and was taken private and delisted from the JSE in June 2015. See
“History and Corporate Structure — Our Corporate History and Development — Establishment
and Development of VMR.”

Our portfolio of assets includes (i) two underground gold mining assets, namely the Tau
Lekoa Group (including the operating Tau Lekoa Mine and two development projects, namely,
the Weltevreden project and the Goedgenoeg project) and the Kopanang Mine, (ii) the Buffels
surface material site and (iii) two processing plants, namely, West Gold Plant and Nicolor
Plant. All of these assets are situated in close proximity to each other near the town of Orkney,
which is approximately 200 km southwest of Johannesburg. The Tau Lekoa Group covers an
area of approximately 6,863.6 ha and exploits the Ventersdorp Contact Reef. The operating Tau
Lekoa Mine operates on various levels from 900 to 1,650 meters below surface, while the
Weltevreden project is a shallow extension of the Tau Lekoa Mine and the Goedgenoeg project
explores the deeper section of the Ventersdorp Contact Reef. The LoM plan for the Tau Lekoa
Mine estimates an average production rate of 504,000 tons of ore and 65,800 ounces of gold
per annum through 2023, based on the Proved and Probable Mineral Reserves as of June 30,
2019. The Kopanang Mine, which we acquired in February 2018, is a deep-level gold mine
exploiting primarily the Vaal Reef and, to a less extent, the Crystalkop Reef. It covers an area
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of approximately 3,954.8 ha and operates at depths of 1,222 to 2,024 meters below surface. The
LoM plan for the Kopanang Mine estimates an average production rate of approximately
740,000 tons of ore and approximately 109,000 ounces of gold per annum through 2025, based
on the Proved and Probable Mineral Reserves as of June 30, 2019. We expect that the LoM of
our mines will extend as further Mineral Reserves are declared through on-reef development
during the mining process. With further exploration, study and development, we can expect to
achieve at least 20 years of production based on our Mineral Resources as of June 30, 2019,
according to the CPR. See “Business — Our Assets — Features of South African Deep-Level
Underground Gold Mine — Production Profile.”

We have abundant gold reserves. Both of our Tau Lekoa Group and Kopanang Mine are
located within the western margin of the world renowned gold-bearing late Archean
Witwatersrand sedimentary basin, which holds the world’s largest known gold reserves. As of
June 30, 2019, our total proved and probable Mineral Reserves amounted to 1.43 million
ounces, comprising 0.52 million ounces at 3.80 g/t from the Tau Lekoa Group, 0.76 million
ounces at 4.93 g/t from the Kopanang Mine, and 0.14 million ounces at 0.52 g/t from the
Buffels surface material site, according to the CPR. Our gold resource base is significantly
larger than our gold reserves. As of June 30, 2019, our total Measured, Indicated and Inferred
Mineral Resources amounted to 17.98 million ounces, mainly comprising 13.06 million ounces
at 5.58 g/t from the Tau Lekoa Group, 4.78 million ounces at 12.38 g/t from the Kopanang
Mine and 0.14 million ounces at 0.49 g/t from the Buffels surface material site, according to
the CPR. In a South African deep underground mine, the Mineral Reserves being depleted
during mining are usually replenished as new Mineral Reserves are reclassified from Mineral
Resources. At the same time, the Inferred Mineral Resources are constantly being upgraded to
Measured and Indicated Mineral Resources along with exploration, study and development.
See “Business — Our Assets — Features of South African Deep-Level Underground Gold
Mine.”

During the Track Record Period, we significantly increased our sales volume of gold
through acquisition and improving production management. In 2016, 2017 and 2018 and the
six months ended June 30, 2018 and 2019, our sales volume of gold was 99,019 ounces,
100,165 ounces, 168,037 ounces, 69,080 ounces and 95,963 ounces, respectively, and our
revenue from gold sales was US$123.6 million, US$125.8 million, US$214.0 million, US$91.9
million and US$125.9 million, respectively. In 2016, 2017 and 2018 and the six months ended
June 30, 2018 and 2019, our total revenue was US$133.1 million, US$130.3 million, US$220.1
million, US$94.7 million and US$131.4 million, respectively.

Our gross profit was US$5.0 million in 2016, while our gross loss was US$6.1 million and
US$44.6 million in 2017 and 2018, respectively. Our gross loss decreased by 60.5% from
US$25.9 million for the six months ended June 30, 2018 to US$10.2 million in the same period
in 2019.
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Our net loss position was attributable to a number of factors, including production and
sales volume, cost of sales, market gold price, ZAR to U.S. dollar exchange rate and inflation,
among others. We acquired our mining assets in South Africa from major mining houses and
have made significant efforts towards consolidating the management and operations of the
mines and plants we acquired with our existing operations, improving operational efficiency
and implementing stricter labor policies. We have stabilized and increased our production level
and expect it to continue to increase, see ‘“Financial Information-Description of Principal
Income Statement Items — Gross Profit or Loss — Profitability Trends.” The underground
seismic events at our mines negatively affected our gold production. As we open up more
stoping panels in the Tau Lekoa Mine as part of our ongoing mine development, we expect that
the adverse impact caused by unpredictable future seismic events will be mitigated. To improve
our cost management efficiency, we have been implementing strict measures to control our cost
of sales, including enhancing control over employees’ bonus, over-time costs and absence from
work. We are also upgrading our enterprise resource planning, or ERP system and overhauling
our payroll and human resource management system to improve our cost management
efficiency. See “Financial Information — Description of Principal Income Statement Items —
Cost of Sales — Management of Cost of Sales.” Based on the production profile of our mines,
the predictable cost of sales and the trends of market gold prices and ZAR to U.S. dollar
exchange rates, we may realize gross profit starting in 2019, while we expect to incur a net loss
in 2019.

Based on our consolidated techno-economic model for the gold assets as set forth in Table
ES4.16 of the CPR, we expect considerable increases in tonnage and grade of ore mined at both
the Tau Lekoa Mine and the Kopanang Mine in 2020, while our operating costs are expected
to increase at a slower pace. As such, we estimate that our operation efficiency and profitability
will improve over time and we should be able to realize net profit in 2020 in light of the upward
trend in the global gold price forecast, assuming there are no factors that could materially and
negatively impact our estimations. See “Financial Information — Description of Principal
Income Statement Items — Gross Profit or Loss — Profitability Trends.”

Our revenue is predominantly derived from the sales of gold and is therefore principally
affected by gold price, foreign exchange rate and our sales volume. For the impact of the
fluctuation in each of such metrics on our results of operations, see “Business — Sensitivity

Analysis.”

COMPETITIVE STRENGTHS

We believe that the following strengths have enabled us to compete effectively in the
industry:

. abundant gold reserves and significant resource base with a well-understood ore
body of high continuity and reasonable expectation of resource to reserve

conversion;
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. successful acquisitions of assets from major mining houses and improvement in

operation of such assets in South Africa;

. well-established quality infrastructure to enable significant future growth;

. competitive operational efficiency in the South African gold mining industry with
potential for further improvement; and

. highly experienced management team and seasoned work force.

BUSINESS STRATEGIES

We strive to become a next generation South African mining company exploiting
operational efficiencies, growth opportunities and innovation through further developing our
existing assets and acquiring value-accretive assets in Africa. To that end, we intend to

implement the following business strategies:

. extend mine life through organic growth and optimizing mine design;

. maintain our regional focus in South Africa and explore acquisition opportunities in
other countries in Africa;

. further improve management and operational efficiency; and

. implement innovative technologies and methodologies on our mining operations.

MINERAL RESOURCES AND MINERAL RESERVES

As advised by the Competent Person, the 2016 Edition of the SAMREC Code defines a
Mineral Resource as a concentration or occurrence of solid material of economic interest in or
on the earth’s crust in such form, grade or quality and quantity that there are reasonable
prospects for eventual economic extraction. The location, quantity, grade, continuity and other
geological characteristics of a Mineral Resource are known, estimated or interpreted from
specific geological evidence and knowledge, including sampling. A Mineral Reserve is defined
as the economically mineable part of a Measured and/or Indicated Mineral Resource. It
includes diluting materials and allowances for losses, which may occur when the material is
mined or extracted and is defined by studies at pre-feasibility or feasibility level, as
appropriate, that include application of modifying factors. Such studies demonstrate that, at the
time of reporting, extraction could reasonably be justified. See “Summary of The SAMREC
Code 2016 Edition.”
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The table below sets forth information about our combined SRK-Audited Consolidated
Mineral Resource and Mineral Reserve Statement as of June 30, 2019. Mineral Resources are

reported inclusive of Mineral Reserves.

Mineral Resources

Mineral Reserves™ °

Contained Contained
Asset Category Quantity Au Grade Au Category Quantity Au Grade Au
(M) (gh)"* (Moy) (M) (gh)* (Mog)
Kopanang Measured 3.70 1222 1.45 Proved 1.84 482 0.28
Combined Tau Lekoa Group ~ Measured 482 1.25 1.12° Proved 1.37 4.68 0.21
Buffels Surface Rock Dumps ~ Measured - - - Proved - - -
Consolidated Measured 8.52 941 258 Proved k¥ 476 0.49
Kopanang Indicated 6.84 1141 251 Probable 2.99 5.00 048
Combined Tau Lekoa Group  Indicated 12.46 4.54 1.82° Probable 2.94 339 031
Buffels Surface Rock Dumps  Indicated 9.16 049 (.14 Probable 8.45 0.52 0.14
Consolidated Indicated 28.46 4.88 447 Probable 14.38 2.4 0.94
Kopanang Measured & Indicated 10.53 11.70 3.96 Proved & Probable 482 4.93 0.76
Combined Tau Lekoa Group ~ Measured & Indicated 17.28 529 2.94 Proved & Probable 431 3.80 0.52
Buffels Surface Rock Dumps ~ Measured & Indicated 9.16 0.49 0.14 Proved & Probable 8.45 0.52 0.14
Consolidated Measured & Indicated 36.97 593 7.04 Proved & Probable 17.59 2.54 143
Kopanang Inferred 1.46 17.30 0.81
Combined Tau Lekoa Group  Inferred 55.51 5.67 10.12
Buffels Surface Rock Dumps ~ Inferred - - -
Consolidated Inferred 56.96 597 10.93
Kopanang Measured, Indicated & 11.99 12.38 478
Inferred
Combined Tau Lekoa Group ~ Measured, Indicated & 72.78 5.58 13.06
Inferred
Buffels Surface Rock Dumps ~ Measured, Indicated & 9.16 0.49 0.14
Inferred
Consolidated Measured, Indicated 93.94 5.95 17.98
& Inferred
Notes:
1 Kopanang Mineral Resources are reported above a gold cut-off grade of 500 cm.g/t, which was derived using

a gold price of ZAR700,000/kg of gold, an operating cost of ZAR2,293.8/t milled and MCF of 68% for V Reef
and 60% for C Reef and PRF of 95%.

2 Weltevreden Mineral Resources are reported above a gold cut-off grade of 387 cm.g/t, which was derived using
a gold price of ZAR700,000/kg of gold, an operating cost of ZAR1,052/t milled and MCF of 84% and PRF
of 94%. The rest of the Tau Lekoa Group Mineral Resources are reported at a gold cut-off grade of 400 cm.g/t
using the same gold price as Weltevreden and an operating cost of ZAR1,924/t milled, with MCF of 80% and
PRF of 94%.

3 Milling width is 161 cm for Kopanang.

4 Cut-off for Tau Lekoa and Kopanang Mineral Reserves is 488 cm.g/t and 650 cm.g/t at a gold price of
ZARS550,000/kg respectively.

5 Tramming width is 177 cm and Milling width is 188 cm.
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6 In-situ cut-off for Weltevreden Mineral Reserves is 429 cm.g/t at a gold price of ZAR550,000/kg, applied over
a mine design and schedule for a seven-year LoM at 40 ktpm from steady state mining.

7 Production rate is 175 ktpm and feed grade of 0.52 g/t is based on a screening plant yield of 55% and screening
plant waste grade of 0.04 g/t for Buffels Mineral Reserves.

8 No cut-off was applied to Buffels 10 Shaft Rock Dump as the entire dump is planned to be mined.
9 Average grade of Buffels 10 Shaft Rock Dump based on two and half years mine grade is determined from
RoM grade.

10 All figures are rounded to reflect the relative accuracy of the estimate.

MAJOR MINING RIGHTS, MINING PERMITS AND PROSPECTING RIGHTS

As of June 30, 2019, we held five mining rights and one prospecting right in South Africa,
collectively covering a total area of 23,481.6 ha. Our mining rights and prospecting rights
relate to our two underground gold mining assets, namely, the Tau Lekoa Group and the
Kopanang Mine, and the Buffels surface material site. For more details, see “Business — Our
Assets — Mining Rights, Mining Permits and Prospecting Rights.”

TAU LEKOA GROUP

The Tau Lekoa Group includes the operating Tau Lekoa Mine and two development
projects, namely, the Weltevreden project and the Goedgenoeg project. The Weltevreden
project is a shallow extension of the Tau Lekoa Mine and the Goedgenoeg project explores the
deeper section of the Ventersdorp Contact Reef. For details of the Mineral Resources and
Mineral Reserves of the Tau Lekoa Group, see “Business — Our Assets — Descriptions of Our
Assets — Tau Lekoa Group.”

In 2016, 2017 and 2018 and the six months ended June 30, 2018 and 2019, the production
volume of gold of the Tau Lekoa Mine was 71,017 ounces, 74,459 ounces, 69,236 ounces and
33,608 ounces and 34,718 ounces, respectively. According to the CPR, the LoM of the Tau
Lekoa Mine (excluding mining of the shaft pillar) was approximately four and a half years as
of June 30, 2019, based on an estimated average production rate of 504,000 tons of ore and
65,800 ounces of gold per annum through 2023. The LoM of the Tau Lekoa Mine is based on
Proved and Probable Mineral Reserves derived from Measured and Indicated Mineral
Resources only (excluding the Inferred Mineral Resources), and estimates the recovery of
8,930 kg of gold at an average plant feed grade of 4.28 g/t over the LoM.

We are preparing for the construction of the Weltevreden project, which is the up-dip
extension of the Tau Lekoa Mine, and planning on the Goedgenoeg exploration project. We
expect that the LoM of the Tau Lekoa Group will be extended along with the progress of these
projects as a result of this well-understood ore body of high continuity. See “Business — Our
Assets — Features of South African Deep-Level Underground Gold Mine.”
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KOPANANG MINE

The Kopanang Mine covers an area of approximately 3,954.8 ha and operates at depths
of 1,222 to 2,024 meters below surface and is accessed by one of the largest diameter shafts
in South Africa. For details of the Mineral Resources and Mineral Reserves of our Kopanang
Mine, see “Business — Our Assets — Descriptions of Our Assets — Kopanang Mine.”

During the ten months from March to December in 2018 and the six months ended June
30, 2019, the production volume of gold of the Kopanang Mine was 59,425 ounces and 40,760
ounces. According to the CPR, the LoM of the Kopanang Mine was approximately six and a
half years as of June 30, 2019, based on an estimated average production rate of approximately
740,000 tons of ore and approximately 109,000 ounces of gold per annum through 2025. The
LoM of the Kopanang Mine is based on Proved and Probable Mineral Reserves derived from
Measured and Indicated Mineral Resources only (excluding the Inferred Mineral Resources),
which is in accordance with the requirements of Chapter 18 of the Listing Rules and the
SAMREC Code, and is based on the recovery of 22,120 kg of gold at an average plant feed
grade of 4.93 g/t over the LoM.

To extend the life of the Kopanang Mine, we have been conducting a few studies since
September 2018 about the opening-up of the isolated block of grounds in previously developed
but unmined areas. We also plan to conduct exploration drilling on the deeper high-grade areas
below the current infrastructure close to the southern boundary of the mine, as well as the
secondary C Reef, for potential Mineral Resources. We expect that the LoM of the Kopanang
Mine will be extended along with the progress of the exploration drilling as a result of this
well-understood ore body of high continuity. See “Business — Our Assets — Features of South
African Deep-Level Underground Gold Mine.”

THE BUFFELS SURFACE MATERIAL SITE

The Buffels surface material site is a remnant of the old Buffelsfontein gold mine that was
closed in 2013. We are currently conducting rehabilitation activities at the old Buffelsfontein
gold mine sites. This rehabilitation is expected to be completed by 2020. In addition, there is
a remaining 9.16 million tons of shaft waste rock that is low-grade ore with an average grade
of 0.49 g/t, according to the CPR. This waste rock is being processed through the nearby
Nicolor Plant. For details of the Mineral Resources and Mineral Reserves of our Buffels
surface material site, see “Business — Our Assets — Descriptions of Our Assets — The Buffels
Surface Material Site.”
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OUR PRODUCTION PROCESS
Mining and Processing

The diagram below illustrates our mining process.

=

The diagram below illustrates our processing steps.

DOODOSD

For details on each processing step, see “Business — Our Operations.”

Production Facilities

We have two processing plants, namely, West Gold Plant and Nicolor Plant (formerly
South Plant). The following table sets forth the utilization rate and gold recovery rate of each

of our production facilities for the periods indicated.

For the six months

For the year ended December 31, ended June 30,
2016 2017 2018 2018 2019

West Gold Plant

Utilization rate . . . . ... .. 79% 70% 62%" 68%* 72%

Gold recovery rate . . .. .. 82% 67% 91%" 90%* 92%
Nicolor Plant

Utilization rate . . . . ... .. 86% 96% 98% 98% 95%

Gold recovery rate . . .. .. 93% 91% 80% 81% 73%
Notes:

(1) Only includes the utilization rate or gold recovery rate, as the case may be, for the ten months ended
December 31, 2018, as West Gold Plant was not in operating status in January and February 2018.

(2)  Only includes the utilization rate or gold recovery rate, as the case may be, for the four months ended
June 30, 2018, as West Gold Plant was not in operating status in January and February 2018.

See “Business — Our Operations — Production Facilities.”
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Transportation

Our transportation primarily consists of: (i) underground transportation of ores from
different levels of the mine to a central underground location by our locos; (ii) vertical
transportation of ores from the central underground location to the surface by shafts, (iii)
surface transportation of ores from shafts to silos by conveyor belts, and (iv) ground
transportation of ores from silos to West Gold Plant by trucks operated by a third party (in the
case of the Tau Lekoa Mine) or trains operated by a third party (in the case of the Kopanang
Mine).

We have been transporting sludge from West Gold Plant to Nicolor Plant for smelting as
an interim measure since our acquisition of the Kopanang Operations on February 28, 2018. On
February 8, 2019, while transporting gold sludge from West Gold Plant to Nicolor Plant, our
trucks and the convoying vehicles from the private security company were attacked by
unknown armed robbers and most of the gold sludge was lost. We estimate that the total weight
of gold lost was 1,921.9 ounces and recorded a loss of US$2.6 million in connection with this
incident in the six months ended June 30, 2019. No one was seriously injured in the robbery.
As advised by Werksmans, our marine transit policy covers us for 85% (after payment of the
relevant deductible) of loss arising from armed robbery or theft of (among other things) gold
and gold ore while in transit between our premises. Immediately after this incident, we
amended our security protocols to use helicopters if the weather allowed, or armored vehicles
in the case of inclement weather or other unforeseeable circumstances, to transport gold sludge
from West Gold Plant to Nicolor Plant, until West Gold Plant’s own smelting house commences
operation, which is expected to be around December 2019.

In addition, in line with the industry practice in South Africa, we transport doré bars from
Nicolor Plant to the gold refinery by helicopters. All of our doré bars are processed by Rand
Refinery. Delivery of doré bars by us to Rand Refinery takes place generally twice per week.
When West Gold Plant’s own smelting house commences operation, we plan to transport doré
bars directly from West Gold Plant to Rand Refinery by helicopters. Although doré bars can
be delivered through various modes of ground transportation, we have determined that on
balance, considering the current level of safety and security in South Africa, and the relatively
inexpensive nature of helicopter delivery, that helicopter delivery of doré bars is our best
option. The risk of loss and damage of doré bars during the helicopter transportation is insured
against by a major insurance company in South Africa. There are alternative suppliers of
helicopter delivery services on the South African market, which are able to provide such
services at similar prices. We had not experienced any material shortage of transportation
capacity during the Track Record Period and up to the Latest Practicable Date. See “Business
— Our Operations — Transportation.”
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Suppliers and Third-Party Contractors

We use various materials during our processing operations, primarily including cyanide,
carbon, steel balls, lime and diesel. We source these materials from local suppliers in South
Africa. The equipment and machinery we use are sourced from local and international
manufacturers at market prices. In addition, our top suppliers include electricity suppliers. In
line with industry practice, we outsource exploratory drilling, opening-up and equipping, rock
engineering, surface transportation, security services and medical services to reputable and
qualified third-party contractors. The rehabilitation at Buffels is also being done by a

third-party contractor.

OUR SALES, CUSTOMERS AND HEDGING

Gold is our major product for sale. Rand Refinery was our largest customer in 2016, 2017
and 2018. Our gold sales to Rand Refinery were US$122.6 million, US$123.0 million and
US$121.8 million in 2016, 2017 and 2018, respectively, representing 92.1%, 94.4% and 55.3%
of our revenue in the same years. As we ceased to use Rand Refinery as our sales agent in
September 2018 and started using TreasuryONE in September 2018 as our sales agent, which
allowed us to identify the particular end customers of our gold, sales to Rand Refinery
decreased to 55.3% of our total revenue in 2018 and further decreased to nil in the six months
ended June 30, 2019. Gold sales through TreasuryONE can be made at any time during trading
hours, giving us the flexibility to potentially outperform the afternoon closing dollar price
fixed by the London Bullion Market Association due to the daily gold price volatility. Since
July 10, 2018, we have also engaged in hedging activities to limit our exposure to the volatility
in gold prices. See “Business — Sales, Customers and Hedging — Hedging.”

SUMMARY FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountants’ Report in Appendix
I to this prospectus. The summary consolidated financial data set forth below should be read
together with, and is qualified in its entirety by reference to, the consolidated financial
statements in this prospectus, including the related notes. Our consolidated financial
information was prepared in accordance with IFRS.
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Selected Consolidated Statements of Profit or Loss

The following table sets forth a summary of our consolidated statements of profit or loss
for the periods indicated.

For the year ended December 31, For the six months ended June 30,
2016 2017 2018 2018 2019

% of % of % of % of % of
Amount  revenue  Amount  revenue  Amount revenue  Amount  revenue  Amount  revenue

(Unaudited)
(USS$ in thousands, except percentages)

REVENUE. . . . .. . ... ... ... ... 133,127 1000% 130316 100.0% 220065  100.0% 94726  100.0% 131443 100.0%
Costofsales . . . . .. ... ... ... ... (128,143)  (96.3)% (136,446)  (104.7)% (264,636)  (120.3)% (120,609)  (127.3)%  (141,659)  (107.8)%
Gross profit/(loss) . . . . . . . ... ... ... 4,984 3% 6030)  @D%  4457)  (203)%  (25883)  (2713)% (102160  (7.8)%
Other income and gains . . . . . . . . ... ... 1,652 1.2% 1,813 1.4% 48,996 22.3% 28,074 29.6% 1,533 1.2%
Administrative expenses . . . . . . .. .. ... (3,005 Q3% @255 (B3)%  (9486) @)% (329 (B35% 6091 (43)%
Finance costs . . . . . . . . . ... ... ... 975 (07% (1,005 ©08)%  (1,516)  (0.7)% (663)  (0.7)% (825) (0.6)%
Share of losses of an associate. . . . . . . . . . .. (584)  (0.4)% (653)  (0.5)% (145 (0.3)% (383)  (04)% (367) (0.3)%
Reversal of/(impairment loss) on trade receivables and other

receivables . . ... .. - - 451 0.3% (123) (0.1)% - - - -
Otherexpemses . . . . . . . . ... ... ... - - - - - - - - (3429 (2.6)%
Impairment loss on loans to an associate . . . . . . . . (204) (0.2)% (166) (0.1)% (328) (0.1)% (144) 0.2)% (64) 0.0)%
PROFIT/(LOSS) BEFORE TAX FROM CONTINUING

OPERATION. . . . . . . ... ... ... . 1,368 4% (9945  (160%  (1,773)  (35H% Q97 24H% (19054)  (145%
Income tax credits/(expense) . . . . . . . ... .. (113) (0.1)% (24) 00)%  (2290) (1.0)% 808 0.9% 566 0.4%

PROFIT/LOSS) FOR THE PERIOD FROM CONTINUING

OPERATIONS. . . . . . . . . ... .. ... 1,755 13%  (9969)  (7.60% (10003)  46)% (1489  (L6)%  (18488)  (141)%
Loss for the period from a discontinued operation. . . . . (212) 0.2% (488) (0.4)% (480) 0.2% (287) (0.3)% - -
PROFIT/(LOSS) FOR THE PERIOD . . . . . . . . 1,543 12%  (10457)  @0)% (10,543  (48%  (1,776)  (1.9%  (18488)  (14.1)%
Attributable to:

Owners of the parent . . . . . . . ... ... .. 1,589 120  (10351)  (79% (148600  (68)%  (L713)  (1.8)%  (18488)  (14.1)%
Non-controlling interests . . . . . . . . . .. ... (46) (0.0)% (106) (0.1)% 4317 2.0% (63) (0.0)% - -
PROFIT/LOSS) FOR THE YEARPERIOD . . . . . . . 1,543 L2%  (10457)  @80)% (10,543  (48%  (1,776)  (19%  (18488)  (14.1)%

Deteriorating Financial Performance During the Track Record Period

We turned from a profitable position in 2016 into loss-making in 2017 because our
revenue decreased slightly mainly as a result of the decrease in our revenue from tolling
services in 2017, despite a slight increase in our revenue from gold sales. On the cost side,
although we slightly reduced our cost of sales denominated in ZAR in 2017, our cost of sales
denominated in U.S. dollars increased in 2017 mainly as a result of appreciation of ZAR
against U.S. dollar in the same year. For more details, see “Financial Information — Period to
Period Comparison of Results of Operations — Year Ended December 31, 2017 Compared to
Year Ended December 31, 2016.”
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Our gross loss expanded from US$6.1 million in 2017 to US$44.6 million in 2018 mainly
because (i) the cost of sales incurred by our Tau Lekoa operation increased at a faster pace than
its revenue increase and (ii) we acquired the Kopanang Operations, which was also
loss-making.

At the Tau Lekoa Mine, the cost of sales increased substantially in 2018 because (i)
employee costs increased mainly as a result of salary increase and (ii) depreciation increased
as we developed into virgin grounds and extended existing on-reef development. On the other
hand, the gold sold attributable to the Tau Lekoa Mine decreased slightly in 2018 because (i)
increased mine development activities impacted our mining activities and (ii) several relatively
large seismic events occurred at the Tau Lekoa Mine in late 2018.

The acquired Kopanang Operations suffered loss in 2018 mainly because it did not reach
its planned production level during the transition period following our acquisition in February
2018, while a large portion of its cost of sales were incurred regardless of its production
volume in that period. In addition, West Gold Plant, which was acquired by us together with
the Kopanang Mine in February 2018, also underperformed in 2018.

Despite the increased gross loss in 2018, we recorded a net loss of US$10.5 million in
2017 and US$10.5 million in 2018. It is primarily because we had other income and gains of
US$49.0 million in 2018 as a result of our acquisition of the Kopanang Operations and the
disposal of our interest in Lesego. For more details, see “Financial Information — Period to
Period Comparison of Results of Operations — Year Ended December 31, 2018 Compared to
Year Ended December 31, 2017.”

Our gross loss narrowed in the six months ended June 30, 2019 mainly because our
revenue from both the Kopanang Mine and non-Kopanang Mine increased at a faster pace than
our cost of sales did. The increase in revenue from our gold sales was primarily due to our
increased sales volume of gold in the first half of 2019 compared to the same period in 2018,
partially offset by a decrease in our average selling price of the gold, which was in line with
the decrease in the average gold price in the global market in the same period. Our cost of sales
increased at a slower pace, primarily because a large portion of our cost of sales, such as
employee costs, do not vary significantly with changes in production volume, and ZAR became
weaker against U.S. dollar in the first half of 2019 compared to the same period in 2018.

Despite the decreased gross loss in the six months ended June 30, 2019, we recorded a
net loss of US$18.5 million in the six months ended June 30, 2019, compared to US$1.8
million in the same period in 2018. It is primarily because of the gain on bargain purchase of
US$27.1 million from our acquisition of the Kopanang Operations which partially offset our
gross loss in the first half of 2018. Excluding the impact of such gain on bargain purchase, our
net loss would have decreased in the six months ended June 30, 2019 compared to the same
period in 2018. For more details, see “Financial Information — Period to Period Comparison
of Results of Operations — The Six Months Ended June 30, 2019 Compared to the Six Months
Ended June 30, 2018.”
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Summary Financial Data from Consolidated Statements of Financial Position

The following table sets forth a summary of our consolidated statements of financial

position as of the dates indicated.

As of

As of December 31, June 30,

2016 2017 2018 2019

(US$ in thousands)

Total non-current assets . . . ... ........ 83,204 97,443 92,851 101,047
Total current assets . . . .. ............ 46,039 33,131 49,936 35,121
Total assets . .................... 129,243 130,574 142,787 136,168
As of

As of December 31, June 30,

2016 2017 2018 2019

(US$ in thousands)
Equity attributable to owners of the parent

Share capital . .......... ... .... —* 92,349 121,299 121,299
Reserves/(deficits) . . . ............. 85,491 (8,865) (34,100) (53,459)
Non-controlling interests . . ........... 6,266 6,882 - -
Total equity . . ................... 91,757 90,366 87,199 67,840
Total non-current liabilities . .......... 16,903 15,560 17,287 18,155
Total current liabilities . ............. 20,583 24,648 38,301 50,173
Total liabilities . . . .. ............. . 37,486 40,208 55,588 68,328
Total equity and liabilities . . ... ... ... 129,243 130,574 142,787 136,168
Net current assets/(liabilities) . . . ... ... 25,456 8,483 11,635 (15,052)

* The amount is less than US$1,000.
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We recorded net current liabilities of US$15.1 million as of June 30, 2019, which was
primarily attributable to our trade and other payables of US$25.3 million, employee related
accruals of US$18.0 million and derivative financial instruments of US$3.2 million as of the
same date, which was partially offset by trade receivables of US$9.3 million, cash and cash
equivalents of US$8.5 million and inventories of US$8.2 million as of the same date. Our gold
production for the first half of 2019 was less than expected, which adversely affected our
operating cash flow and led to the net current liability position. See “Financial Information —
Period to Period Comparison of Results of Operations — The Six Months Ended June 30, 2019
Compared to the Six Months Ended June 30, 2018” and “Financial Information — Description
of Principal Income Statement Items — Gross Profit or Loss” for further details of the events
that had negatively impacted our production during this period and our dedicated efforts to
address such negative impact.

Our reserves/(deficits) primarily comprise retained profits/(accumulated losses),
exchange fluctuation reserve and certain other reserves. We recorded deficits of US$8.9
million, US$34.1 million and US$53.5 million as of December 31, 2017 and 2018 and June 30,
2019, respectively, primarily attributable to our accumulated losses during the Track Record
Period. As of June 30, 2019, our accumulated losses amounted to US$47.4 million. For more
details, see the Consolidated Statements of Changes in Equity set forth in the Accountants’
Report in Appendix I to this prospectus.

We recorded net assets, or total equity, of US$91.8 million, US$90.4 million, US$87.2
million and US$67.8 million as of December 31, 2016, 2017 and 2018, and June 30, 2019,
respectively. The decline in our net assets, or total equity, was primarily attributable to our
increased deficits during the Track Record Period, partially offset by an increase in our share
capital.

Summary Financial Data from Consolidated Statements of Cash Flows

The following table sets forth a summary of our cash flows for the periods indicated.

For the six months

For the year ended December 31, ended June 30,
2016 2017 2018 2018 2019
(US$ in thousands)
(unaudited)
Operating cash flows before
movement in working capital . . . . 7,444 (2,120) (36,958) (21,364) (11,627)
Net cash generated from/(used in)
operating activities . . . .. ...... 7,165 (402) (35,086) (9,765) (8,329)
Net cash (used in)/generated from
investing activities . ... ....... (8,741) (23,008) 21,168 (8,405) (15,004)
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For the six months

For the year ended December 31, ended June 30,
2016 2017 2018 2018 2019
(USS$ in thousands)
(unaudited)

Net cash generated from/(used in)

financing activities . . .. ....... 37,376 (45) 28,891 14,275 39)
Net increase/(decrease) in cash and

cash equivalents . . .. ......... 35,800 (23,455) 14,973 (3,895) (23,372)
Cash and cash equivalents at

beginning of year/period . ... ... 3,417 38,314 15,997 15,997 31,401
Effect of foreign exchange rate

changes, net . .............. (903) 1,138 431 (2,944) 444
Cash and cash equivalents at end of

year/period . .. ............. 38,314 15,997 31,401 9,158 8,473

Our net cash used in operating activities in 2017 was US$0.4 million, which was
primarily attributable to cash generated from operations of US$0.4 million, partially offset by
tax paid of US$0.2 million and cash flows utilized in discontinued operations of US$0.7
million. Our net cash used in operating activities in 2018 was US$35.1 million, which was
primarily attributable to cash used in operations of US$31.0 million, tax paid of US$3.4 million
and cash flows utilized in discontinued operations of US$0.6 million. Our net cash used in
operating activities in the six months ended June 30, 2019 was US$8.3 million, which was
primarily attributable to cash used in operations of US$7.8 million. Our cash outflow from
operating activities was mainly because of the net losses we incurred in our business operations
during 2017, 2018 and the six months ended June 30, 2019. See “Financial Information —
Period to Period Comparison of Results of Operations — The Six Months Ended June 30, 2019
Compared to the Six Months Ended June 30, 2018” and “Financial Information — Description
of Principal Income Statement Items — Gross Profit or Loss” for further details of the events
that had negatively impacted our production during this period and our dedicated efforts to
address such negative impact. For detailed discussion on the reasons for the net operating cash
outflow for the respective periods, see ‘“Financial Information — Liquidity and Capital
Resources — Cash Flows — Operating Activities.”
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MEASURES TO IMPROVE OUR LIQUIDITY

Taking into account the anticipated increase in production and the improved gold price
environment (see “Financial Information — Description of Principal Income Statement Items —
Profitability Trend”), we expect to generate more cash from operating activities towards the
end of 2019 to meet our working capital needs, which will improve our cash flow situation and
result in a reduction in our net current liabilities. We may also consider seeking additional
financing when required. On August 7, 2019, we signed a loan term sheet with The Industrial
Development Corporation of South Africa (“IDC”), which is a self-financing national
development finance institution whose primary objectives are to contribute to the generation
of balanced, sustainable economic growth in Africa. If we choose to enter into a loan agreement
with IDC pursuant to the term sheet, IDC may provide credit facilities of up to a principal
amount of ZAR200 million for us to draw down until December 30, 2022 specifically for the
development of the Weltevreden project, subject to fulfillment of certain conditions precedent.
The proceeds from the Global Offering will also help improve our liquidity position.

On the other hand, to improve our cost management efficiency, we have been
implementing strict cost control measures. See “Financial Information — Description of
Principal Income Statement Items — Cost of Sales — Management of Cost of Sales.” In addition,
we will benefit from any depreciation of ZAR against U.S. dollar, which has a positive impact
on our cost side since it is incurred in ZAR and denominated in U.S. dollar and thus to some
extent helps to relieve our liquidity position.

KEY OPERATING DATA

The following table sets forth certain key operating data for the periods indicated.

For the six months

For the year ended December 31, ended June 30,
2016 2017 2018 2018 2019
Gold sales volume (0z) ......... 99,019 100,165 168,037 69,080 95,963
Average selling price of gold
(USSloz)™" .. ... 1,248.1 1,256.3 1,273.7 1,330.2 1,312.0
Revenue from gold sales (US$ in
thousands) . ............... 123,583 125,835 214,028 91,891 125,904
Total revenue (US$ in thousands) . . . 133,127 130,316 220,065 94,726 131,443
Note:

(1)  Calculated as the revenue from gold sales divided by the sales volume in the relevant period.
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KEY FINANCIAL RATIOS

The table below sets forth certain of our key financial ratios as of and for the periods

indicated.
As of and for the
As of and for the year ended six months ended
December 31, June 30,
2016 2017 2018 2018 2019
(Unaudited)
Return on equity” ... ... ... .. 1.7% N/A N/A N/A N/A
Return on assets® . . . ... ..., ... 1.2% N/A N/A N/A N/A
Current ratio® . .. ... ... ... ... 223.7% 134.4% 130.4% 131.3% 70.0%
Quick ratio™ ... ... ... L. 209.1% 117.2% 107.3% 108.2% 53.6%
Notes:

(1)  Calculated as profit for the period divided by the average of equity attributable to equity shareholders of the
Company at the beginning of the period and at the end of the period, then multiplied by 100%.

(2)  Calculated as profit for the period divided by the average of total assets at the beginning of the period and at
the end of the period, then multiplied by 100%.

(3)  Calculated as current assets at the end of the period divided by current liabilities at the end of the period, then
multiplied by 100%.

(4)  Calculated as current assets less inventories at the end of the period divided by current liabilities at the end
of the period, then multiplied by 100%.

For details of the reason of the changes in our current ratio and quick ratio, see “Financial
Information — Key Financial Ratios.”

AISC AND CASH OPERATING COSTS

Our consolidated AISC per ounce of gold produced, including tolling treatment services,
was US$1,379, US$1,489, US$1,664 and US$1,546 in 2016, 2017 and 2018 and the six months
ended June 30, 2019, respectively. Cash operating costs for our mines primarily consist of
mining operation costs and processing costs. A majority of these costs relate to employee costs,
stores, electricity and water and plant treatment costs. Our cash operating costs per ounce of
gold produced from our own gold production was US$1,284, US$1,353, US$1,603 and
US$1,382 in 2016, 2017 and 2018 and the six months ended June 30, 2019, respectively. See
“Financial Information — AISC and Cash Operating Costs.”
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Cash Operating Costs

Cash operating costs for our mines primarily consist of mining operation costs and

processing costs. A majority of these costs relate to employee costs, stores, electricity and

water and plant treatment costs.

The table below sets forth a summary of historical and forecast of the cash operating costs

per ounce of gold produced for our Tau Lekoa Mine and Kopanang Mine, respectively, for the

years indicated. See “Financial Information — AISC and Cash Operating Costs — Cash

Operating Costs.”

Tau Lekoa

PARAMETER" Units 2016A 2017A 2018A H1-2019A 2019E 2020E 2021E 2022E 2023E
USS$ in

Employment Costs . . . . . . millions 334 636 694 336 597 508 433 404 249
USS$ in

Stores. . .. ... ... ... millions 137 158 162 77 145 136 121 100 1.1
US$ in

Electricity & Water . . . . . . millions 78 93 100 50 100 9.6 9.3 8.9 71
USS$ in

Surface Transport . . . . . . . millions 1.4 1.8 1.4 0.7 1.1 09 0.8 0.6 0.5
USS$ in

Plant/refining costs . . . . . . millions 6.4 8.1 117 53 9.7 1.5 6.6 50 39
US$ in

AngloGold Royalty® . . . . . millions 2.6 28 26 14 28 30 24 21 16
USS$ in

State Royalty . . . . ... .. millions 04 0.5 0.5 0.2 0.5 0.5 04 04 03
US$ in

Other costs . . . . . ... .. millions 94 8.6 7.1 52 §.2 49 4.1 1.7 1.7
Reversal - capital US$ in

development/opening up . . millions 6.0 (8.6) (6.5 (52) (1200 (102) @5 @28 (@20
USS$ in

Cash Operating Costs . . . . millions ~ 89.2 1019 1124 538 946 807 745 662 454

Gold produced® . . . . . .. (koz) 7.0 745 693 3479 745 829 658 579 407

Unit cash operating cost . . . (USS/oz) 1,256 1,369 1,623 1,549 1,269 972 1,133 1,143 1,115
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Kopanang

PARAMETER" Units 2016A 2017A 20184 H1-2019A 2019E 2020E 2021E 2022E 2023E
USS$ in

Employment Costs . . . . . . millions 344 652 677 344 686 684 622 612 6l
USS$ in

Stores. . ... ... ... millions 102 121 185 1167 18S 174 117 111
US$ in

Electricity & Water . . . . . . millions 113 135 154 69 142 140 140 140 139
USS$ in

Surface Transport . . . . . .. millions 0.0 0.0 0.8 0.6 1.1 1.1 1.1 1.1 1.1
USS$ in

Plant treatment costs . . . . . millions 1.5 9.2 73 40 115 9.1 9.0 8.7 8.5
US$ in

AngloGold Royalty® . . . . . millions 0.0 00 0.0 00 00 00 00 00 00
USS$ in

State Royalty . . . . ... .. millions 0.6 0.6 0.5 0.3 0.6 0.7 1.1 2.5 22
US$ in

Other costs . . . . . ... .. millions 443 503 8.1 54 16 123 118 13 113
Reversal - capital US$ in

development . . . .. ... millions ~ (11.2)  (11.4) (6.5 55 07 BG4 @4 658 (B
USS$ in

Cash Operating Costs . . . . millions 117.0 1394 1119 532 147 156 122 1107 1067

Gold produced® . . . . . .. (koz) 9.1 913 712 4089 971 1096 1187 1199 1115

Unit cash operating cost . . . (US$foz) 1285 1,527 1,570 1305 LI81 1054 945 923 957

Notes:

)

(2)

(3)

“

(5)

The forecast cash operating costs per ounce of gold produced and all cost inputs are included in constant
money terms. All costs from July 2019 to 2023 are converted at an exchange rate of ZAR14.0862:US$1,
the prevailing ZAR to U.S. dollar exchange rate as of June 30, 2019 (the effective date of the CPR). No
contingency has been provided for in the cost estimation.

Represents our mineral royalty payable to AngloGold at a rate of 3% of the revenue of Tau Lekoa Pty
pursuant to our acquisition agreement for the Tau Lekoa Mine.

This includes the 25.1 kg (808 oz) of gold robbed from the West Gold Plant in February 2019.
This includes the 34.6 kg (1,114 oz) of gold robbed from the West Gold Plant in February 2019.
The forecast of gold production volume comprises only the Proved and Probable Mineral reserves

derived from the Measured and Indicated Resources as of June 30, 2019 in the CPR. It does not include
the potential new reserves to be declared through the Company’s continuous mine development efforts.
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INTRODUCTION OF BBBEE PARTNERS

BBBEE is a form of economic empowerment initiated by the South African government
with the objective of increasing the participation of HDSAs in the economy and promoting
black economic empowerment. In the mining industry, BBBEE is given effect to through the
2018 Mining Charter. During the Track Record Period, we entered into BBBEE transactions in
respect of Kopanang Pty and VMR with various BBBEE partners in order to meet the South
African Mining Charter requirements of at least 26% BBBEE ownership. While such
transactions have been legally completed and settled, which led to a BBBEE shareholding of
26% in Kopanang Pty and VMR respectively, such interest held by the relevant BBBEE
partners are accounted as in-substance options under IFRS 2 given that the BBBEE partners
will only share in the upside, and not the downside until the date on which the financing
provided by the Group to such BBBEE partners for the shares held by them in Kopanang Pty
and VMR (the “Subscription Financing”) is fully repaid, which is also the exercise date of the
deemed in-substance options for accounting purpose. As a result of the application of IFRS 2,
a non-controlling interest in Kopanang Pty and VMR will only be recognized on the date when
the Subscription Financing is fully repaid, and thus for accounting purpose, a dilution to the
Group’s shareholding in Kopanang Pty and VMR will occur on such date. Due to nature of such
options, we cannot accurately estimate the date on which it will be deemed exercised.
However, based on the assumptions disclosed in note “31. Reserves — (a) Equity-settled
share-based payment reserve” to the Accountants’ Report in Appendix I to this prospectus, the
expected redemption date of such options in respect of VMR and Kopanang Pty is June 2046
and March 2048, respectively. It is noted that while a non-controlling interest held by the
BBBEE partners in Kopanang Pty and VMR will be recognized on the date the Subscription
Financing is fully repaid, the Company will continue to own a controlling interest in Kopanang
Pty and VMR on such date, and thus Kopanang Pty and VMR will remain as consolidated
subsidiaries of the Company.

RECENT DEVELOPMENTS

Set forth below are certain material developments of our business and results of
operations after June 30, 2019, which is the end of the Track Record Period, and up to the
Latest Practicable Date:

. Based on our gold sales records, our aggregate sales volume in the third quarter of
2019 increased slightly by 0.5% to 56,004 ounces, compared with 55,737 ounces in
the same period in 2018.

. The average gold price in the global market increased to US$1,476.1 per ounce in
the third quarter of 2019, respectively, from US$1,306.5 per ounce in the first half
of 2019.

We currently expect to incur a net loss in 2019. We anticipate that our 2019 production
results will be negatively impacted by (i) underground seismic events at the Tau Lekoa Mine
in the first quarter of 2019 and the expectation that similar events may occur during the rest
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of the year; (ii) the practice adopted by the prior mine owner of the Kopanang Mine,
AngloGold, of having no production planned before and after holidays and long weekends,
which caused employees to take more time off during certain holidays than we deem
appropriate during the first half of 2019; and (iii) the listing expenses we incurred and will
incur in 2019 in connection with the Global Offering, of which US$2.4 million was charged
to our expenses for the six months ended June 30, 2019 and US$3.0 million is expected to be
charged to our income statement for the rest of 2019. We have implemented new time-off
policies at the Kopanang Mine in order to improve our mining efficiency, and believe that these
changes will gradually improve production results going forward, including during the second
half of 2019.

No Material Change

Our Directors confirm that up to the date of this prospectus, there has been no material
adverse change in our financial or trading position since June 30, 2019 (being the date to which
our Company’s latest consolidated audited financial results were prepared), and there has been
no events since June 30, 2019 which would materially affect the information shown in the
Accountants’ Report, the text of which is set out in Appendix I to this prospectus.

LISTING EXPENSES

The listing expenses in connection with the Global Offering consist primarily of
underwriting commissions and professional fees. Based on the mid-point Offer Price of
HKS$15.30 per share, the total estimated listing related expenses payable by us in relation to the
Global Offering, including the underwriting commissions, is approximately US$13.1 million.
During the Track Record Period, we incurred listing expenses of approximately US$5.6
million, of which US$1.8 million and US$2.4 million was charged to our expenses for the year
ended December 31, 2018 and the six months ended June 30, 2019, respectively, and US$1.4
million was capitalized and will be charged to our equity upon the Listing. We currently expect
to incur further listing expenses (including the underwriting commissions) amounting to
US$7.4 million subsequent to the end of the Track Record Period, of which US$3.0 million will
be charged to our income statement and US$4.4 million will be charged to our equity.

GLOBAL OFFERING STATISTICS

All statistics in the following table are based on the assumptions that (i) the Global
Offering has been completed and 80,440,000 New Shares are issued pursuant to the Global
Offering; and (ii) 321,758,920 Shares are issued and outstanding following the completion of
the Global Offering saved as disclosed in note (2) below.

Based on an Offer Based on an Offer

Price of HK$13.10 Price of HK$17.50

Market capitalization of our Shares . . ... ..... .. .. .. HK$4,215 million HK$5,631 million
Unaudited pro forma adjusted consolidated net tangible assets

per Share® .. ... HK$4.72 HK$5.79
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Notes:

(1)  The calculation of market capitalization is based on the assumption that 321,758,920 Shares are expected to
be in issue immediately upon completion of the Global Offering, assuming the Over-allotment Option is not
exercised.

(2)  The unaudited pro forma adjusted consolidated net tangible assets per Share as of June 30, 2019 is calculated
after making the adjustments referred to in Appendix II to this prospectus and on the basis that 321,758,920
Shares are expected to be in issue immediately upon completion of the Global Offering, assuming that the
Global Offering has been completed on June 30, 2019 and that the Over-allotment Option is not exercised.

DIVIDEND POLICY

We do not currently have a dividend policy and did not declare or pay any dividend out
of our Group during the Track Record Period. Under the Companies Ordinance, we may only
pay dividends out of the profits of the Company available for distribution and we may only pay
dividends after recovery of accumulated losses. The Company may by ordinary resolution
declare dividends but no dividend shall exceed the amount recommended by the Board. The
declaration, payment and amount of any future dividends will depend on our earnings and
financial condition, operating requirements, capital requirements and any other conditions that
our Directors may deem relevant. We currently plan to continue to focus on business growth
and do not expect to declare any dividend in the near future. See “Financial Information —
Dividend Policy.”

Our Board declares dividends by considering our results of operations, cash flows and
financial conditions, operating and capital requirements and other relevant factors. The
payment of any dividends will also depend on the availability of dividends, if any, received
from the VMR Group, which is the immediate South African subsidiary of the Company and
the holding vehicle of our South African operating subsidiaries. In addition to capital injection,
the VMR Group also provides our South African operating subsidiaries with shareholder loans,
which will be repaid to the VMR Group. The VMR Group’s ability to declare dividends is
subject to compliance with the South African Companies Act and the MOI of such companies.
In terms of section 46 of the South African Companies Act, a company must not make any
proposed distribution (including dividends) unless (a) the distribution is (i) pursuant to an
existing legal obligation of the company, or a court order, or (ii) the board of the company, by
resolution, has authorized the distribution, (b) it reasonably appears that the company will
satisfy the solvency and liquidity test immediately after completing the proposed distribution,
and (c) the board of the company, by resolution, has acknowledged that it has applied the
solvency and liquidity test, as set out in section 4 of the Companies Act, and reasonably
concluded that the company will satisfy the solvency and liquidity test immediately after
completing the proposed distribution. In applying the solvency and liquidity test to the VMR
Group, only the loss accumulated on the VMR Group (excluding its subsidiaries) will be taken
into account. Besides, as we expect our operations to generate positive cash flow in the future,
it is expected that the operating subsidiaries would be able to repay the shareholder loans back
to the VMR Group, which will also enable the VMR Group to pay dividend to the Company.
Accordingly, since our Company derives all of its earnings and cash flows from dividends paid
by the VMR Group, we will only be able to pay dividends to our shareholders subject to
compliance with section 46 of the Companies Act and in accordance with the terms of the MOI
of the relevant companies. See “Risk Factors — Risks Relating to the Global Offering — We
cannot assure you that we will declare dividends in the future and any dividend payment may
be subject to withholding tax.”
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SHAREHOLDER INFORMATION

Immediately following the completion of the Global Offering (assuming the Over-
allotment Option is not exercised), the Controlling Shareholders will be entitled to exercise
voting rights of approximately 75% of our share capital, respectively, and hence will continue
to be our Controlling Shareholders. For details, see “Relationship with our Controlling
Shareholders.”

USE OF PROCEEDS

Assuming an Offer Price of HK$15.30 per Share, being the mid-point of the Offer Price
range stated in this prospectus, we estimate that we will receive net proceeds from the Global
Offering of approximately HK$1,128.7 million (US$144.5 million) after deduction of
underwriting fees and other estimated expenses in connection with the Global Offering. We
intend to use the net proceeds from the Global Offering for the purposes and in the amounts
set out below:

Amount of the estimated net proceeds Intended use of net proceeds

. approximately 40% of the net proceeds, which is development of new mining areas
approximately ~ HK$451.5  million (US$57.8 and operation of the Tau Lekoa
million) . . ... .. ... Mine

. approximately 30% of the net proceeds, which is development and operation of the
approximately ~ HK$338.6  million  (US$43.4 Weltevreden project
million) . . ... ... . ...

. approximately 20% of the net proceeds, which is development of new mining areas
approximately ~ HK$225.7  million  (US$28.9 and operation of the Kopanang
million) . . ... . ... Mine

. approximately 10% of the net proceeds, which is our working capital purpose
approximately  HK$112.9  million  (US$14.5

million) . . ... . ...

If the Over-allotment Option is exercised in full, we estimate that we will receive
additional net proceeds from the sale of these additional Offer Shares of approximately
HK$180.0 million (US$23.0 million), after deduction of the underwriting commissions and
other estimated offering expenses payable by us and assuming the same initial public Offer
Price as stated above.

In the event that we receive net proceeds from the Global Offering higher or lower than
the estimated amount stated above, we will increase or decrease the intended use of net

proceeds for the above purposes on a pro rata basis.

See “Future Plans and Use of Proceeds.”
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LOCAL LEGAL ENVIRONMENT AND REGULATIONS

All of our operations and the vast majority of our subsidiaries are located in South Africa
and are thus subject to the laws and regulations of South Africa. According to Doing Business
2019 data published by the World Bank, South Africa ranked 82 out of 190 economies in terms

b

of “ease of doing business,” which demonstrates South Africa’s relative reliable regulatory

environment to the operation of a local firm.

South Africa has laws and regulations covering a range of areas such as mining, gold
production, environmental protection, mine health and safety, black economic empowerment
and labor protection, which may not be familiar to all investors and which you may wish to

consider in your investment decision. See “Regulatory Overview.”

RISK FACTORS

Our business and the Global Offering involve certain risks, some of which are set out in
the section headed “Risk Factors.” You should read that section in its entirety carefully before
you decide to invest in the Offer Shares. Some of the major risks we face include:

. changes in the market price for gold, which in the past have fluctuated widely, may
affect the profitability of our operations and the cash flows generated by those

operations;

. our operations are currently concentrated on two gold mines, and we are exposed to

uncertainties in relation to these mines;

. our failure to achieve our production estimates could have a material adverse effect

on our business, results of operations and financial position;

. failure of our plan to ramp up development projects may materially and adversely

affect our business and future growth;

. our business, results of operation and financial position will be materially and
adversely impacted by the strength of ZAR and inflation in South Africa;

. we recorded net current liabilities and net operating cash outflows during the Track
Record Period, which might expose us to certain liquidity risks and could constrain

our operational flexibility; and

. we incurred losses during the Track Record Period and cannot guarantee that we will

realize a gross profit in 2019 or in the future.
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In this prospectus, unless the context otherwise requires, the following words and
expressions shall have the following meanings. Certain technical terms are explained in
the section headed “Glossary of Technical Terms” in this prospectus.

“Accountants’ Report”

“affiliate(s)”

s

“Agreement of Acting-in-concert’

“AMCU”

“ANC”

“AngloGold”

“Application Form(s)”

“AQA”

“Articles of Association”

“associate(s)”
“Audit Committee”

“Auramet”

the Accountants’ Report on the historical financial
information of the Group attached as Appendix I to this

prospectus

with respect to any specified person, any other person,
directly or indirectly, controlling or controlled by or
under direct or indirect common control with such
specified person

the agreement of acting-in-concert entered into between
Mr. Li and Mr. Wang on March 12, 2015 in relation to the
exercise of their rights as shareholders of HSC

the Association of Mineworkers and Construction Union

African National Congress, the governing South African
political party

AngloGold Ashanti Limited, a global gold mining
company headquartered in Johannesburg, South Africa
and listed on the JSE, NYSE and ASX

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s), or where the
context so requires, any of them, relating to the Hong
Kong Public Offering

the National Environmental Management: Air Quality
Act, No. 39 of 2004 (South Africa), as amended,
supplemented or otherwise modified from time to time

the articles of association of our Company conditionally
adopted on October 31, 2019, a summary of which is
included in Appendix IV to this prospectus, as amended
from time to time

has the meaning ascribed thereto under the Listing Rules
the audit committee of the Board

Auramet International LLC, a global physical precious
metals merchant, and an authorized gold dealer
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“BBBEE”

“BCEA”

“Board of Directors” or
“Board”

“Buffelsfontein” or “Buffels”

“Buffelsfontein Pty”

“business day”

66BVI’?
“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

Broad-based Black Economic Empowerment, a form of
economic empowerment initiated by the South African
government with the objective of increasing the
participation of HDSAs in the economy and promoting

black economic empowerment

the Basic Conditions of Employment Act, No. 75 of 1997
(South Africa), as amended, supplemented or otherwise
modified from time to time

the board of Directors

the Buffels surface material site owned by Buffelsfontein
Pty or the surface materials from the site, as the case may
be

Buffelsfontein Gold Mines Proprietary Limited (formerly
known as Camelian Investments Proprietary Limited), a
company incorporated in South Africa on September 20,
1995, which is a subsidiary of our Company

any day (other than a Saturday, Sunday or public holiday
in Hong Kong) on which banks in Hong Kong are
generally open for normal banking business

the British Virgin Islands
compound annual growth rate

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct

clearing participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor

participant who may be an individual or joint individuals

or a corporation
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“CCASS Operational Procedures”

“CCASS Participant”

“CCMA”

“China” or “PRC”

“COIDA”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

M

“Company”, “our Company”,

or “the Company”

“Competent Person”

“connected person(s)”

the operational procedures of HKSCC in relation to
CCASS,
administrative requirements relating to the operation and

containing the practices, procedures and

functions of CCASS, as from time to time in force

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

Mediation and

Arbitration in South Africa, an independent, juristic body

the Commission for Conciliation,
that helps to resolve disputes and offers advice and

training on labor relations

the People’s Republic of China, except where the context
requires otherwise and only for the purposes of this
prospectus, excluding Hong Kong, the Macau Special
Administrative Region of the PRC and Taiwan

the Compensation for Occupational Injuries and Diseases
Act, No. 103 of 1993 (South Africa), as amended,
supplemented or otherwise modified from time to time

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified

from time to time

Heaven-Sent Gold Group Company Limited (FE% K58
EHEMEAMRAA]), a company incorporated with limited
liability in Hong Kong as Heaven-Sent SA Sunshine
Investment Company Limited (FE% KE M IEH R ER
FRZ\F]) on March 24, 2015 and renamed to its current
name on February 1, 2019

SRK Consulting (South Africa) (Pty) Ltd.

has the meaning ascribed thereto under the Listing Rules
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“Controlling Shareholders”

“CPR”

“Director(s)”

“DMREH

“EIA”
“EMPI‘”

“ENSafrica”

“Eskom”

“ETFS”

“Frost & Sullivan”

“GAAP”

“Global Offering”

“GN”

“Gold Fields”

has the meaning ascribed thereto under the Listing Rules
and unless the context otherwise requires, refers to Mr.
Li, Mr. Wang, Shanshui Group, Beijing Wumu Sunshine
Investment Consulting Co., Ltd. (6 ARG EHE 7k
HI/AF), HSC, Tibet Changji, Shanghai Lvhe,
Shanghai Yunfeng, Sunshine BVI, Heaven-Sent Fu Kun,
Heaven-Sent Capital (BVI) Company Limited, Heaven-
Sent Capital (Cayman) Company Limited, Heaven-Sent
Capital (HK) Company Limited, Heaven-Sent Spring
Holding (Cayman) Company Limited, Heaven-Sent
Capital ZDH Fund L.P., Sunshine HK and ZDH Husheng
Fund L.P.

The Competent Person’s Report on the Mineral Assets of
the Company, attached as Appendix III to this Prospectus

the director(s) of our Company

Department of Mineral Resources and Energy of South
Africa

Environmental Impact Assessment
Environmental Management Program Report

ENSafrica, our South African legal adviser in respect of
the safety issues concerning our South African
subsidiaries

Eskom Holdings SOC Limited, the national electricity
provider in South Africa

exchange traded funds

Frost & Sullivan International Limited (#p# Hr4Evb ]3¢
I3 A PR 7D

generally accepted accounting principles

the Hong Kong Public Offering and the International
Offering

Government Notice (South Africa)

Gold Fields Limited, one of the world’s largest gold
mining companies headquartered in Johannesburg, South
Africa and listed on both the JSE and NYSE
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“GREEN Application Form(s)”

ELINT3

“Group,” “our Group,”

LR T3

“the Group”, “we” or “us”

“Harmony Gold”

“Harmony Moab”

“HDSA”

“Heaven-Sent Fu Kun”

“HIV/AIDS”

“HK eIPO White Form”

“HK eIPO White Form Service

Provider”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

the application form(s) to be completed by the HK eIPO
White Form Service Provider designated by our
Company

the Company and its subsidiaries from time to time

Harmony Gold Mining Company Limited, one of the
world’s largest gold mining companies headquartered in
Melrose Arch, South Africa and listed on both the JSE
and NYSE

Harmony Moab Khotsong Operations Proprietary

Limited, the supplier of our emergency power system
historically disadvantaged South African

Beijing Heaven-Sent Fu Kun Investment Management
Co., Lud. (AtmiEaREFRAGERARAA), a
company established in the PRC as a limited liability
company on July 25, 2017, which is a wholly owned
subsidiary of HSC

Human immunodeficiency virus infection and acquired

immune deficiency syndrome

the application for the Hong Kong Offer Shares to be
issued in the applicant’s own name, submitted online
through the IPO App or the designated website of the HK
eIPO White Form Service Provider, www.hkeipo.hk

the HK eIPO White Form Service Provider in the IPO
App or designated by our Company as specified in the
IPO App or on the designated website at www.hkeipo.hk

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
People’s Republic of China
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“Hong Kong dollars” or “HK$”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“HS C”

“IFRS ”

Hong Kong dollars, the lawful currency of Hong Kong

the 8,044,000 new Shares initially being offered for
subscription in the Hong Kong Public Offering at the
Offer Price (subject to adjustment and reallocation as
described in the section headed “Structure of the Global

Offering” in this prospectus)

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong at the Offer Price (plus a
brokerage fee of 1%, SFC transaction levy of 0.0027%
and Stock Exchange trading fee of 0.005%) on the terms
and subject to the conditions described in this prospectus
and the Application Forms, as further described in the
section headed “Structure of the Global Offering — The
Hong Kong Public Offering” in this prospectus

Tricor Investor Services Limited

CLSA  Limited (FEEGEFHAMRAF]), CCB
International Capital Limited (@ﬁﬁﬁ%\fffz\ﬁﬂlﬁ@é}ﬂ)
and Haitong International Securities Company Limited

(O 8 8 A PR )

the Hong Kong underwriting agreement, dated November
6, 2019, relating to the Hong Kong Public Offering
consisting of 8,044,000 Shares (subject to adjustment) in
the capital of our Company, entered into between our
Company, HSC, Sunshine HK, ZDH Husheng Fund L.P.,
the Sole Sponsor, the Sole Global Coordinator and the
Hong Kong Underwriters, as further described in the

section headed “Underwriting” in this prospectus

Heaven-Sent Capital Management Group Co., Ltd. (F£E%
Rt i o PAE B A A BR 22 7)), a company established
in the PRC as a limited liability company on August 23,
2006, converted into a joint stock company with limited
liability on November 19, 2010, and quoted on the NEEQ
(stock code: 833044)

the International Financial Reporting Standards,

amendments and interpretation issued from time to time
by the International Accounting Standards Board
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“independent third party(ies)

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“IPO App”

“Jiaxing Kuncheng”

“Joint Bookrunners”

ER]

any entity or person who is not a connected person of our
Company or an associate of any such person within the
meanings ascribed thereto under the Listing Rules

the 72,396,000 Shares being initially offered for
subscription at the Offer Price under the International
Offering together, where relevant, with any additional
Shares that may be issued pursuant to any exercise of the
Over-allotment Option, subject to adjustment and
reallocation as described in the section headed “Structure
of the Global Offering” in this prospectus

the conditional placing of the International Offer Shares
at the Offer Price outside the United States in offshore
transactions in accordance with Regulation S or any other
available exemption from the registration requirement
under the U.S. Securities Act, as further described in the
section headed “Structure of the Global Offering” in this
prospectus

the underwriters of the International Offering

the international underwriting agreement relating to the
International Offering and expected to be entered into by,
among others, our Company, and the Sole Global
Coordinator (for itself and on behalf of the International
Underwriters) on or about November 18, 2019, as
described in the section headed “Underwriting —
Underwriting  Arrangements And  Expenses —
International Offering” in this prospectus

the mobile application for HK eIPO White Form
service which can be downloaded by searching “IPO
App” in App Store or Google Play or downloaded at
www.hkeipo.hk/IPOApp or
www.tricorglobal.com/IPOApp

Jiaxing Heaven-Sent Kuncheng Investment Partnership
(Limited Partnership) (3 BLEES KEMHMLE S Bk
(AFR4E%)), a limited partnership established in the PRC
on October 25, 2014

CLSA  Limited (FEEHEHFARAF), CCB
International Capital Limited (F%&R ][5 @A R F)
and Haitong International Securities Company Limited

(O 8 8 A PR )
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“Joint Lead Managers”

“JSE”

“JSE Limited”

“Kopanang Mine”

“Kopanang Operations”

“Kopanang Pty”

“Labour Court”

“Latest Practicable Date”

“Lesego”

“Lesego HK”

“Listing”

CLSA  Limited (FEESEFAMAA), CCB
International Capital Limited (8R4 @A RAF)
and Haitong International Securities Company Limited

I P 5 7 B )

the securities exchange operated by JSE Limited and
licensed as an exchange under the South African
Financial Markets Act 19 of 2012

JSE Limited, incorporated and registered in South Africa
with registration number 2005/022939/06 and its
registered office address at One Exchange Square, 2
Gwen Lane, Sandown, 2196, South Africa

underground gold mining assets owned by Kopanang Pty

the assets that VMR acquired from AngloGold, including
the Kopanang Mine, the West Gold Plant and related
infrastructure, excluding the Kopanang gold plant and the
Kopanang rock dump which were retained by AngloGold

Kopanang Gold Mining Company Proprietary Limited
(formerly known as K2017449111 (South Africa)
Proprietary Limited), a company incorporated in South
Africa on October 6, 2017, which is a subsidiary of our
Company

the Labour Court of South Africa

October 30, 2019 being the latest practicable date for
ascertaining certain information in this prospectus before
its publication

Lesego Platinum Mining Proprietary Limited (formerly
known as Sugar Sweet Props 5 Proprietary Limited), a
company incorporated in South Africa on February 24,
2005, which was a subsidiary of our Company and was
disposed in December 2018

Lesego Platinum (HK) Company Limited, a private
company incorporated in Hong Kong on April 11, 2018,
which is a subsidiary of HSC

the listing of the Shares on the Main Board
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DEFINITIONS

“Listing Committee”

“Listing Date”

“Listing Rules”

“London Bullion Market
Association”

“LRA”

“MA Regulations”

“Main Board”

“MHSA”

“MHSI”

“MHS Regulations”

“Maximum Offer Price”

“MOFCOM”

the Listing Committee of the Stock Exchange

the date, expected to be on or about November 25, 2019,
on which the Shares are to be listed and on which
dealings in the Shares are to be first permitted to take
place on the Stock Exchange

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (as amended,
supplemented or otherwise modified from time to time)

a wholesale over-the-counter market for the trading of
gold and silver. Its gold price auction, an internationally
recognized gold pricing mechanism, takes place twice
daily at 10:30 am and 3:00 pm with the price set in U.S.
dollars per ounce

the Labor Relations Act, No. 66 of 1995 (South Africa),
as amended, supplemented or otherwise modified from
time to time

the regulations published in terms of the now repealed
Minerals Act, No. 50 of 1991 (South Africa), which
remain in force and effect in terms of schedule 4 to the
MHSA

the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operates in parallel with the Growth Enterprise
Market of the Stock Exchange

the Mine Health and Safety Act, No. 29 of 1996 (South
Africa), as amended, supplemented or otherwise
modified from time to time

the Mine Health and Safety Inspectorate

the Mine Health and Safety Regulations published in
terms of the MHSA

HK$17.50 (being the high end of the Offer Price range
stated in this prospectus)

the Ministry of Commerce of the PRC
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DEFINITIONS

“MOI”

“MPRDA”

qu Li”

“Mr. Wang”

“NDRC”

“NEEQ”

“NEMA”

“NERSA”

“Nicolor”

“NNR”

“NNR Act”

“Nomination Committee”

“NUM”

“NUMSA”

a memorandum of incorporation required by the South
African Companies Act

the Mineral and Petroleum Resources Development Act,
No. 28 of 2002 (South Africa), as amended,
supplemented or otherwise modified from time to time

Mr. Guoxiang Li (Z[E%f), one of our Controlling
Shareholders

Mr. Linjiang Wang (EAMKIL), one of our Controlling
Shareholders

the National Development and Reform Commission of
the PRC

the National Equities Exchange and Quotations (/8
INEZERAR R AR) of the PRC

the National Environmental Management Act 107 of
1998, as amended, supplemented or otherwise modified
from time to time

the National Energy Regulator of South Africa,
established in terms of the National Energy Regulator
Act, No. 40 of 2004 (South Africa), as amended,
supplemented or otherwise modified from time to time

Nicolor Proprietary Limited, a company incorporated in
South Africa on July 26, 2012, which is a subsidiary of
our Company

National Nuclear Regulator (South Africa)

National Nuclear Regulator Act, No. 47 of 1999 (South
Africa), as amended, supplemented or otherwise
modified from time to time

the nomination committee of the Board
National Union of Mine Workers

the National Union of Metalworkers of South Africa
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DEFINITIONS

“NWAH

“ODMWA”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PACCA”

“Pan African Resources”

the National Water Act, No. 36 of 1998 (South Africa), as
amended, supplemented or otherwise modified from time
to time

the Occupational Diseases in Mines and Works Act, No.
78 of 1973 (South Africa), as amended, supplemented or
otherwise modified from time to time

the final offer price per Offer Share (exclusive of
brokerage, SFC transaction levy and Stock Exchange
trading fee), expressed in Hong Kong dollars, at which
Hong Kong Offer Shares are to be subscribed for
pursuant to the Hong Kong Public Offering and
International Offer Shares are to be offered pursuant to
the International Offering, to be determined as described
in the section headed “Structure of the Global Offering —

Pricing” in this prospectus

the Hong Kong Offer Shares and the International Offer
Shares together, where relevant, with any additional
Shares to be issued by our Company pursuant to the
exercise of the Over-allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Sole
Global Coordinator (for itself and on behalf of the
International Underwriters) for up to 30 days from the
day following the last day for the lodging of applications
under the Hong Kong Public Offering, to require our
Company to allot and issue up to 12,066,000 additional
new Shares (representing in aggregate 15% of the initial
Offer Shares) to cover over-allocations in the
International Offering, if any, details of which are
described in the section headed “Structure of the Global

Offering — Over-allotment Option” in this prospectus

the Prevention and Combating of Corrupt Activities Act,
No. 12 of 2004 (South Africa), as amended,
supplemented or otherwise modified from time to time

Pan African Resources PLC, a gold mining company

headquartered in Johannesburg, South Africa and listed
on both the JSE and LSX
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DEFINITIONS

“Pre-IPO Investments”

“Pre-IPO Investors”

“Price Determination Agreement”

“Price Determination Date”

“PRC Legal Adviser”

“prospectus”

“Rand Refinery”

“Regulation S”

“Remuneration Committee”
“Risk Management Committee”
“RMB”

“RSA Constitution”

“SAFE”

the pre-IPO investments in our Company undertaken by
the Pre-IPO Investors, details of which are set out in the

section headed “History and Corporate Structure”

ZDH Husheng Fund L.P. and Heaven-Sent Capital ZDH
Fund L.P.

the agreement expected to be entered into between our
Company and the Sole Global Coordinator, acting on
behalf of the Underwriters, on the Price Determination
Date to record and fix the Offer Price

the date, expected to be November 18, 2019, on which the
Offer Price is fixed for the purposes of the Global
Offering, and in any event no later than November 19,
2019, or such other date as agreed between the parties to
the Price Determination Agreement

Commerce & Finance Law Offices, legal adviser to our
Company as to the PRC laws in connection with the
Global Offering

this prospectus being issued in connection with the Hong
Kong Public Offering

Rand Refinery Proprietary Limited, established in 1920
in Germiston, South Africa, the largest integrated single-
site precious metals refining and smelting complex in the
world

Regulation S under the U.S. Securities Act

the remuneration committee of the Board

the risk management committee of the Board
Renminbi, the lawful currency of the PRC

the Constitution of the Republic of South Africa, 1996

the State Administration of Foreign Exchange
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DEFINITIONS

“SAMREC Code”

“SARS”

“SDAN

“SFC”

“SFO” or “Securities and

Futures Ordinance”

“Shanghai Lvhe”

“Shanghai Yiyi”

“Shanghai Yunfeng”

“Shanshui Group”

“Share(s)”
“Shareholder(s)”

“Share Subdivision”

the 2016 Edition of “The South African Code for the
Reporting of Exploration Results, Mineral Resources and
Mineral Reserves”

the South African Revenue Service

the Skills Development Act, No. 97 of 1998 (South
Africa), as amended, supplemented or otherwise
modified from time to time

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time

Shanghai Heaven-Sent Lvhe Investment Partnership
(Limited Partnership) ( FiFEA KiE = SREGHAE
(AFR4E%)), alimited partnership established in the PRC
on December 17, 2014

Shanghai Yiyi Enterprise Management and Consulting
Co., Ltd. (EHEEMSEE AR /AF]), a company
established in PRC as a limited liability company on May
10, 2018

Shanghai Heaven-Sent Yunfeng Investment Partnership
(Limited Partnership) (LS RERERES B ¥
(AFR4E%)), a limited partnership established in the PRC
on August 25, 2015

Shanshui Holdings Group Co., Ltd. (117K#%E/4E BA R
/3 F]), a company established in PRC as a limited liability
company on July 5, 2001

ordinary share(s) in the share capital of our Company
holder(s) of the Share(s)

the subdivision of the Company’s ordinary Shares from
8,043,964 Shares to 241,318,920 Shares by subdividing
every existing Share into 30 Shares as approved by the
Shareholders by way of a written resolution passed on
March 12, 2019

—37 -



DEFINITIONS

“Sibanye”

“Silicon Paradise”

“Simmers”

“Simmer and Jack”

‘ASLU’7
“Sole Global Coordinator”

“Sole Sponsor”

“South Africa”

“South African Companies Act”

“Stabilizing Manager”

“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiary” or “subsidiaries”

“substantial shareholder(s)”

Sibanye Gold Limited, one of the world’s largest gold
mining companies headquartered in Johannesburg, South
Africa and listed on both the JSE and NYSE

Silicon Paradise Asset Management Group Co., Ltd. (K
R 7S I A AR B PR A D)
Zhejiang Silicon Paradise Asset Management Group Co.,
Ltd. (WL RERES G EHEBARAF)), a company
established in PRC as a limited liability company on
November 11, 2000, which is a subsidiary of HSC

(formerly known as

Simmer and Jack Mines Ltd., a South African mining
company headquartered in Johannesburg, South Africa
and listed on the JSE until 2013

Simmer and Jack Investments Proprietary Limited, a
company incorporated in South Africa on March 5, 1981,
which is a subsidiary of our Company

The Solidarity Labor Union
CLSA Limited ("H 15 H 5 i 75 A BR2A 7])

CLSA Capital Markets Limited ("5 5 R EAN S
AR T])

the Republic of South Africa

the Companies Act, No. 71 of 2008 (South Africa), as
amended, supplemented or otherwise modified from time
to time

CLSA Limited (15 B G #EFHHRAF])

the stock borrowing agreement expected to be entered
into between Sunshine HK and the Stabilizing Manager
(or its agents) on or around the Price Determination Date

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in section 15 of the
Companies Ordinance

has the meaning ascribed thereto in the Listing Rules
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DEFINITIONS

“Sunshine BVI”

“Sunshine HK”

“Takeovers Code”

“Tau Lekoa Group”

“Tau Lekoa Mine”

“Tau Lekoa Pty”

“Tibet Changji”

“Tibet Kunyu”

“Track Record Period”

“TreasuryONE”

“UASA”

Heaven-Sent Sunshine (BVI) Investment Company
Limited, an exempted company with limited liability
incorporated in BVI on January 4, 2016

Heaven-Sent Sunshine Investment Company Limited (fif
BREGCREABR/AF]), a  private  company
incorporated in Hong Kong on March 13, 2015

the Code on Takeovers and Mergers and Share Buy-backs
issued by the SFC, as amended, supplemented or
otherwise modified from time to time

underground gold mining assets, including the operating
Tau Lekoa Mine and two development projects, namely
the Weltevreden project and the Goedgenoeg project

underground gold mining assets owned by Tau Lekoa Pty

Tau Lekoa Gold Mining Company Proprietary Limited
(formerly known as Shanike Investments No. 168
Proprietary Limited), a company incorporated in South
Africa on November 17, 2011, which is a subsidiary of
our Company

Tibet Shannan Heaven-Sent Changji Investment
Management Co., Ltd. (PGt RES K4 B 5 H g
A FRZAH]), a company established in PRC as a limited
liability company on August 28, 2014

Tibet Heaven-Sent Kunyu Investment Management Co.,
Ltd. (PGREE S RAEREPEE A R/AA]), a company
indirectly wholly owned by HSC

the three financial years ended December 31, 2016, 2017
and 2018 and the six months ended June 30, 2019

TreasuryONE Proprietary Limited, an authorized
financial services provider in South Africa providing
treasury services and exchange rate risk management

services

The United Association of South Africa
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DEFINITIONS

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“U.S. dollar(s)” or “US$”

“U.S. Securities Act”

“VMR”

“VMR 01~

“VMR 03”

“VMR 04”

“VMR Group”

“Warranting Shareholders”

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction

United States dollars, the lawful currency of the United
States

United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder

Village Main Reef Proprietary Limited (formerly known
as Village Main Reef Gold Mining Company (1934)
Limited), a company incorporated in South Africa on
June 25, 1934, a subsidiary of the Company

Village Main Reef Gold Investments 01 Proprietary
Limited (formerly known as Shanike Investments No.
169 Proprietary Limited), a company incorporated in
South Africa on November 17, 2011, a subsidiary of the
Company

Village Main Reef Gold Investments 03 Proprietary
Limited (formerly known as Newshelf 1258 Proprietary
Limited), a company incorporated in South Africa on
May 9, 2011, a subsidiary of the Company

Village Main Reef Gold Investments 04 Proprietary
Limited (formerly known as Newshelf 1214 Proprietary
Limited), a company incorporated in South Africa on
April 11, 2011, a subsidiary of the Company

Village Main Reef Group Proprietary Limited (formerly
known as Aztodex Proprietary Limited), a company
incorporated in South Africa on March 24, 2015, a wholly
owned subsidiary of the Company

HSC, Sunshine HK and ZDH Husheng Fund L.P.
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DEFINITIONS

“Waste Act” the National Environmental Management: Waste Act, No.
59 of 2008 (South Africa), as amended, supplemented or
otherwise modified from time to time

“Werksmans” Werksmans Attorneys, our South African legal adviser

“WHITE Application Form(s)” the form of application for the Hong Kong Offer Shares
for use by the public who require such Hong Kong Offer

Shares to be issued in the applicants’ own name

“World Gold Council” a market development organisation for the gold industry
based in the United Kingdom. Its members include many
leading gold mining companies in the world

“YELLOW Application Form(s)” the form of application for the Hong Kong Offer Shares
for use by the public who require such Hong Kong Offer
Shares to be deposited directly into CCASS

“ZAR” or “Rand” the South African Rand, the lawful currency of South
Africa
“%” percent

In this prospectus:

The English names of the PRC nationals, enterprises, entities, departments, facilities,
certificates, regulations, titles and the like are translation and/or transliteration of their Chinese
names and are included for identification purposes only. In the event of inconsistency between
the Chinese names and their English translations and/or transliterations, the Chinese names
shall prevail.

The terms ‘“associate,” “connected person,” “connected transaction,” “controlling

LR

shareholder,” “subsidiary” and “substantial shareholder” shall have the meanings given to such

terms in the Listing Rules, unless the context otherwise requires.
Certain amounts and percentage figures included in this prospectus have been subject to

rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this prospectus in
connection with our business. These terms and their definitions may not correspond to
any industry standard definitions, and may not be directly comparable to similarly titled
terms adopted by other companies operating in the same industries as our Company.

“AISC” all-in sustaining costs, a metric which gold mining
companies may use to report their costs. According to the
Guidance Note on Non-GAAP Metrics - All-in
Sustaining costs and All-in Costs published by World
Gold Council, all-in sustaining costs is the sum of the
on-site mining costs (on a sales basis), on-site general
and administrative costs, royalties and production taxes,
realized gains/losses on hedges due to operating costs,
community costs related to current operations, permitting
costs related to current operations, third party smelting,
refining and transport costs, non-cash remuneration
(site-based), stock-piles/product inventory write down,
operational stripping costs, by-product credits, corporate
general and administrative costs (including share-based
remuneration), reclamation and remediation — accretion
and amortization (operating sites), exploration and study
costs (sustaining), capital exploration (sustaining),
capitalized stripping and underground mine development

(sustaining) and capital expenditure (sustaining)

“AMD” Acid Mine Drainage

“Au” the symbol for the chemical element of gold

“C Reef” Crystalkop Reef

“CIL” Carbon-in-Leach

“CIP” Carbon-in-Pulp

“cm” centimeters

“cm.g/t” centimeter gram per ton, calculated gold accumulation,

being the grade (in g/t) multiplied by the full channel
width (in cm)
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GLOSSARY OF TECHNICAL TERMS

“concentrate”

”

“cut-off grade

“deposit”

“doré bar”

“drilling”

“exploration”

“face advance”

“g/t”

“gold bullion”

“gold recovery rate”

a powdery or liquid product containing an upgraded
mineral content resulting from initial processing of mined
ore to remove some waste materials. A concentrate is an
intermediary product, which would still be subject to
further processing, such as smelting, to effect recovery of
metal

the grade threshold above which a block of ground is
considered economic to mine

any sort of earth material that has accumulated through
the action of wind, water, ice or other agents

gold bar produced at the mine site (typically containing
80% gold) before sending to a refinery where the gold is
refined to a higher purity (“four-nines” gold, or 99.99%)

a technique or process of making a circular hole in the
ground with a drilling machine, which is typically used to
obtain a cylindrical sample of ore and rock. Alternatively,
blasthole drilling is where the drilling technique is used
to create a hole to house an explosive charge in
preparation for blasting a zone of rock

activity to search for and evaluate the location, volume
and quality of a mineral deposit

the distance that the mining face in an underground mine

moves after a blast or over a stated period

grams per metric ton — metal concentration

refined gold in the form of bars of “four-nines” (99.99%)
purity

the percentage of gold produced compared to the amount
of gold contained in the feed ore in the context of a
processing plant, or the percentage of gold produced
compared to the amount of gold contained in the feed

concentrates in the context of a smelting plant
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GLOSSARY OF TECHNICAL TERMS

“grade”

“ha”

“Indicated Mineral Resource(s)”

ER)

“Inferred Mineral Resource(s)

“kg”

“km”

“kOZ”

“ktpm”

“kWh”

“leach”

“LOMN

the relative amount of valuable elements or minerals
contained in a parcel of ore material. For gold, grade is
commonly expressed in grams per ton terms (g/t Au)

hectare

that part of a Mineral Resource for which quantity, grade
or quality, densities, shape and physical characteristics
are estimated with sufficient confidence to allow the
application of modifying factors in sufficient detail to
support mine planning and evaluation of the economic
viability of the deposit. Geological evidence is derived
from adequately detailed and reliable exploration,
sampling and testing and is sufficient to assume
geological and grade or quality continuity between points
of observation

that part of a Mineral Resource for which quantity and
grade or quality are estimated on the basis of limited
geological evidence and sampling. Geological evidence
is sufficient to imply but not verify geological and grade
or quality continuity. An Inferred Resource has a lower
level of confidence than that applying to an Indicated
Mineral Resource and must not be converted to a Mineral
Reserve. It is reasonably expected that a majority of
Inferred Mineral Resources could be upgraded to
Indicated Mineral Resources with continued exploration

kilogram(s), the base unit of mass in the international
system of units

kilometer(s), a metric unit measure of distance

thousand ounces, a unit of weight

a thousand metric tons per month

kilowatt hours

to dissolve minerals or metals out of ore into solution
with chemicals

life of mine
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GLOSSARY OF TECHNICAL TERMS

“MCF”

“Measured Mineral Resource(s)”

“Mineral Reserve(s)” or
“Reserve(s)”

“Mineral Resource(s)” or

“Resources(s)”

“Mineralization”

mine call factor, the ratio, expressed as a percentage, of
the total quantity of recovered and unrecovered mineral
product after processing to the amount estimated in the
ore based on sampling

that part of a Mineral Resource for which quantity, grade
or quality, densities, shape, and physical characteristics
are estimated with confidence sufficient to allow the
application of modifying factors to support detailed mine
planning and final evaluation of the economic viability of
the deposit. Geological evidence is derived from detailed
and reliable exploration, sampling and testing and is
sufficient to confirm geological and grade or quality
continuity between points of observation. A Measured
Mineral Resource has a higher level of confidence than
that applying to either an Indicated Mineral Resource or
an Inferred Mineral Resource

the economically mineable part of a Measured and/or
Indicated Mineral Resource. It includes diluting materials
and allowances for losses, which may occur when the
material is mined or extracted and is defined by studies at
pre-feasibility or feasibility level, as appropriate, that
include application of modifying factors. Such studies
demonstrate that extraction could reasonably be justified

at the time of reporting

a concentration or occurrence of solid material of
economic interest in or on the Earth’s crust in such form,
grade or quality and quantity that there are reasonable
prospects for eventual economic extraction. The location,
quantity, grade, continuity and other geological
characteristics of a Mineral Resource are known,
estimated or interpreted from specific geological
evidence and knowledge, including sampling

an area with discontinuous distribution belts of
mineralization, including the occurrence of deposits,
mine sites and alteration of waste rock, as exploration
indicators and under control of same geology conditions.
It is a key zone for estimation and further planning of

exploration of minerals
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GLOSSARY OF TECHNICAL TERMS

“mother hole”

“MOZ”

“Mt”

“MVA”

113 2

ore

“orebody”

“ounce(s)” or “oz”

“PGM”

“pH”

“PRF”

“Probable Mineral Reserve(s)”

“processing”

also referred to as the parent hole, the first hole drilled at
a given location to assess a given objective in a formation
or target. It is common with deep drill holes to drill a
series of deflections from the mother hole to increase the

amount of information gained in that area

million ounces

million metric tons

million volt-amperes, a metric unit measure of energy

power

mineral bearing rock which can be mined and treated
profitably under current or immediately foreseeable
economic conditions

natural mineral accumulations which can be extracted for
use under existing economic conditions and using
existing extraction techniques

a unit of weight for precious metals, and one troy ounce
equals 31.1034768 grams

platinum-group metals, including ruthenium, rhodium,
palladium, osmium, iridium and platinum

a measure of the activity of solvated hydrogen ions

plant recovery factor, the ratio expressed as a percentage
of the mass of the specific mineral product actually
recovered from ore treated at the plant to its total specific
mineral content before treatment

the economically mineable part of an Indicated, and in
some circumstances, a Measured Mineral Resource. The
confidence in the modifying factors applying to a
Probable Mineral Reserve is lower than that applying to
a Proved Mineral Reserve

the process which in general refers to the extraction of

usable portions of ores by using physical and chemical
methods
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GLOSSARY OF TECHNICAL TERMS

“Proved Mineral Reserve(s)”

“refining”

“rehabilitation”

“ROM”

“smelting”

“tailings”

2

“ton

“U”

“underground mine”

“V Reef”

“VC Reet”

“Vein”

the economically mineable part of a Measured Mineral
Resource. A Proved Mineral Reserve implies a high

degree of confidence in the modifying factors

the final stage of the metallurgical process of refining
crude metal products to a pure or very pure end-product

in the context of mining, the process of returning the land
to another productive use or the restoration of land and
environmental values to a mine site after the mining has
been completed

run of mine

a pyrometallurgical process of separating metal by fusion
from those impurities with which it is chemically

combined or physically mixed

refuse or dross remaining after the mineral has been
removed from the ore — metallurgical plant waste product

metric ton, a metric unit of weight

the symbol for the chemical element of uranium

openings in the earth accessed via shafts and adits below
the land surface to extract minerals

Vaal Reef

Ventersdorp Contact Reef

sheet-like body of minerals formed by fracture filling or
replacement of host rock
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SUMMARY OF THE SAMREC CODE 2016 EDITION

The 2016 Edition of “The South African Code for the Reporting of Exploration Results,
Mineral Resources and Mineral Reserves (The SAMREC Code)” as prepared by the South
African Mineral Resource Committee Working Group under the auspices of the Southern
African Institute for Mining and Metallurgy and the Geological Society of South Africa is an
international reporting code and guideline that stipulates the minimum standards,
recommendations and guidelines for the Public Reporting of Exploration Results, Mineral
Resources, and Mineral Reserves. The first version of the SAMREC Code was issued in March
2000 and adopted by the JSE in their Listing Requirements later that same year. A second
edition of the SAMREC Code was issued in 2007 with an amendment being issued in 2009. The
2016 edition supersedes the previous editions. The SAMREC Code also satisfies the reporting
requirements of Chapter 18 — Mineral Companies of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong. The SAMREC Code has been used by the
Competent Person for the Public Reporting of the Mineral Resources and Mineral Reserves of
the Heaven Sent Gold Assets in this prospectus.

The SAMREC Code takes into account issues of a global nature while addressing certain
circumstances unique to South Africa. The following principles are considered in the
application of the SAMREC Code:

. Materiality — A public report contains all the relevant information that investors and
their professional advisers would reasonably require, and expect to find, for the
purpose of making a reasoned and balanced judgement regarding the exploration
results, Mineral Resources and Mineral Reserves being reported;

. Transparency — The reader of a public report must be provided with sufficient
information, the presentation of which is clear and unambiguous, to understand the
report and not be misled; and

. Competency — A public report is based on work that is the responsibility of suitably
qualified and experienced persons who are subject to an enforceable professional
code of ethics.

The SAMREC Code defines a Mineral Resource as a concentration or occurrence of solid
material of economic interest in or on the Earth’s crust in such form, grade or quality and
quantity that there are reasonable prospects for eventual economic extraction. The location,
quantity, grade, continuity and other geological characteristics of a Mineral Resource are
known, estimated or interpreted from specific geological evidence and knowledge, including
sampling.
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SUMMARY OF THE SAMREC CODE 2016 EDITION

Any Mineralisation that does not have demonstrated reasonable prospects for eventual
economic extraction may not be included in a Mineral Resource. The Competent Person
discloses and discusses the parameters used to support the concept of ‘eventual’. Mineral
Resources are subdivided, and are reported, in order of increasing confidence in respect of

geoscientific evidence, into the following categories:

. Inferred Mineral Resource — that part of a Mineral Resource for which quantity
and grade or quality are estimated on the basis of limited geological evidence and
sampling. Geological evidence is sufficient to imply but not verify geological and
grade or quality continuity. An Inferred Mineral Resource has a lower level of
confidence than that applying to an Indicated Mineral Resource and must not be
converted to a Mineral Reserve. It is reasonably expected that the majority of
Inferred Mineral Resources could be upgraded to Indicated Mineral Resources with
continued exploration;

. Indicated Mineral Resource — that part of a Mineral Resource for which quantity,
grade or quality, densities, shape and physical characteristics are estimated with
sufficient confidence to allow the application of modifying factors in sufficient
detail to support mine planning and evaluation of the economic viability of the
deposit. Geological evidence is derived from adequately detailed and reliable
exploration, sampling and testing and is sufficient to assume geological and grade
or quality continuity between points of observation; and

. Measured Mineral Resource — that part of a Mineral Resource for which quantity,
grade or quality, densities, shape, and physical characteristics are estimated with
confidence sufficient to allow the application of modifying factors to support
detailed mine planning and final evaluation of the economic viability of the deposit.
Geological evidence is derived from detailed and reliable exploration, sampling and
testing and is sufficient to confirm geological and grade or quality continuity
between points of observation. A Measured Mineral Resource has a higher level of
confidence than that applying to either an Indicated Mineral Resource or an Inferred
Mineral Resource. It may be converted to a Proved Mineral Reserve or to a Probable
Mineral Reserve.
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SUMMARY OF THE SAMREC CODE 2016 EDITION

The SAMREC Code defines a Mineral Reserve as the economically mineable part of a
Measured Mineral Resource and/or Indicated Mineral Resource. It includes diluting materials
and allowances for losses, which may occur when the material is mined or extracted and is
defined by studies at pre-feasibility or feasibility level as appropriate that include application
of modifying factors. Such studies demonstrate that, at the time of reporting, extraction could
reasonably be justified. Modifying factors are considerations used to convert Mineral
Resources to Mineral Reserves. These include, but are not limited to, mining, processing,
metallurgical, infrastructure, economic, marketing, legal, environmental, social and
governmental factors. Mineral Reserves are subdivided into the following categories:

. Probable Mineral Reserve — the economically mineable part of an Indicated
Mineral Resource, and in some circumstances, a Measured Mineral Resource. The
confidence in the modifying factors applying to a Probable Mineral Reserve is lower
than that applying to a Proved Mineral Reserve; and

. Proved Mineral Reserve — the economically mineable part of a Measured Mineral
Resource. A Proved Mineral Reserve implies a high degree of confidence in the

modifying factors.

The diagram below summarises the general relationships between exploration results,
Mineral Resources and Mineral Reserves under the SAMREC Code.

EXPLORATION
RESULTS
MINERAL MINERAL
RESOURCES RESERVES
INFERRED
Increasing
level of
geoscienﬁﬁc INDICATED PROBABLE
knowledge
and
confidence MEASURED PROVED
Reported as in situ Reported mineable
mineralisation production
estimates estimates

-

Consideration of mining, processing, metallurgical,
infrastructure, economic, marketing, legal,
environmental, social and governmental factors
(the modifying factors)
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Measured Mineral Resources may convert to either Proved Mineral Reserves or Probable
Mineral Reserves. The broken arrow in the above diagram demonstrates this latter relationship,
which results where there are uncertainties associated with the modifying factors that are taken
into account in the conversion from Mineral Resources to Mineral Reserves. Although the trend
of the broken arrow includes a vertical component, it does not, in this instance, imply a
reduction in the level of geoscientific knowledge or confidence. In such a situation, these
modifying factors are fully explained.

It is customary to state whether the Mineral Resources are reported inclusive or exclusive

of the Mineral Reserves. The CPR in this prospectus reports all of the Mineral Reserves as part
of, or included in, the Mineral Resources.
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus are forward looking statements that are, by their
nature, subject to significant risks and uncertainties. Any statements that express, or involve
discussions as to, expectations, beliefs, plans, objectives, assumptions or future events or
performance (often, but not always, through the use of words or phrases such as “will,”
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“expect,” “anticipate,” “estimate,” “believe,” “going forward,” “ought to,” “may,” “seek,”
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“should,” “intend,” “plan,” “projection,” “could,” “vision,” “goals,” “objective,” “target,”
“schedules” and “outlook™) are not historical facts, are forward-looking and may involve
estimates and assumptions and are subject to risks (including the risk factors detailed in this
prospectus), uncertainties and other factors some of which are beyond our Company’s control
and which are difficult to predict. Accordingly, these factors could cause actual results or

outcomes to differ materially from those expressed in the forward-looking statements.

Our forward-looking statements have been based on assumptions and factors concerning
future events that may prove to be inaccurate. Those assumptions and factors are based on
information currently available to us about the businesses that we operate. The risks,
uncertainties and other factors, many of which are beyond our control, that could influence
actual results include, but are not limited to:

. our business prospect;

. our future business development, financial condition and results of operations;

. future developments, trends and conditions in the industry and markets in which we
operate;

. our business strategies and plans to achieve these strategies;

. our ability to identify and satisfy consumers’ demands and preferences;

. our ability to control or reduce costs;
. our ability to maintain good relationships with business partners;
. general economic, political and business conditions in the industries and markets in

which we operate;

. relevant government policies and regulations relating to our industry, business and
corporate structure;

. changes to the regulatory environment and general outlook in the industry and
markets in which we operate;

. the effects of the global financial market and economic condition;

. our dividend policy;
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. the amount and nature of, the potential for, further development of our businesses;

. capital market developments;

. change or volatility in interest ratios, foreign exchange ratios, equity prices, volume,
operations, margins, risk management and overall market trends;

. the actions and developments of our competitors; and

. all other risks and uncertainties described in the section in this prospectus under the
heading “Risk Factors.”

Since actual results or outcomes could differ materially from those expressed in any
forward-looking statements, we strongly caution investors against placing undue reliance on
any such forward-looking statements. Any forward-looking statement speaks only as of the
date on which such statement is made, and, except as required by the Listing Rules, we
undertake no obligation to update any forward-looking statement or statements to reflect events
or circumstances after the date on which such statement is made or to reflect the occurrence
of unanticipated events. Accordingly, you should not place undue reliance on any forward-
looking information. Statements of or references to our intentions or those of any of our
Directors are made as at the date of this prospectus. Any such intentions may change in light
of future developments.

All forward-looking statements in this prospectus are expressly qualified by reference to
this cautionary statement.

— 53 -



RISK FACTORS

You should carefully consider all of the information in this prospectus, including the
risks and uncertainties described below and in “Appendix III — Competent Person’s
Report” of this prospectus in respect of, inter alia, our business and industry, before
making an investment in the Shares being offered in the Global Offering. You should pay
particular attention to the fact that our principal business and operations are conducted
in South Africa and are governed by a legal and regulatory environment which in certain
aspects differs from that prevailing in other countries. Our business, financial position
and results of operations could be materially and adversely affected by any of these risks.
The trading price of the Shares being offered in the Global Offering may decline due to
any of these risks, and you may lose all or part of your investment.

We believe that an investment in our Shares involves certain risks, some of which are
beyond our control. These risks can be broadly categorized into (i) risks relating to our
business and industry; (ii) risks relating to doing business in South Africa; and (iii) risks
relating to the Global Offering. Prospective investors in our Shares should consider carefully
all the information set forth in this prospectus and, in particular, this section in connection with
an investment in us.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Our failure to achieve our production estimates could have a material adverse effect on
our business, results of operations and financial position.

The LoM plan for our Tau Lekoa Mine estimates an annual production rate of
approximately 504,000 tons and an average of approximately 65,800 ounces of gold per annum
through 2023, and the LoM plan for our Kopanang Mine estimates an annual production rate
of approximately 740,000 tons and an average of approximately 109,000 ounces of gold per
annum through 2025, based on Proved and Probable Mineral Reserves as of June 30, 2019,
according to the CPR. Our production estimates are based on, among other things, Mineral
Reserves estimates, physical characteristics of Mineral Reserves, ground conditions, gold
recovery rate, mining schedule, utilization of production facilities, costs of production,
conditions of the industry, political stability and the general economy, as well as our ability to
mine safely, without incidents and in the absence of instructions that may be issued by
inspectors from the DMRE halting some or all of our operations.

There are uncertainties in our ability to achieve our mining schedule. Since our Mineral
Reserve estimates are based on a long-term gold price assumption of ZAR550,000 per kg
(derived from US$1,181 per ounce and ZAR14.50 per U.S. dollar), our operation and actual
production may also be affected by significant fluctuation in gold prices. According to the
CPR, in a hypothetical situation, assuming the current project design, the LoM schedule and
all operational factors remain constant, if gold prices decrease by a considerable percentage,
certain of our projected operations may be considered uneconomic.
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Actual production may vary from estimates for a variety of reasons, including risks and
hazards of the types discussed elsewhere in this prospectus, including but not limited to:

. actual gold ore mined varying from estimates in grade, tonnage, and metallurgical

and other characteristics;

. encountering unusual or unexpected geological conditions;

. mining dilution;

. actual gold recovery rate in formal production lower than estimates during the
testing;

. actual Mineral Resources or Mineral Reserves being lower than estimates;

. safety concerns and possible dangerous occurrences, accidents and/or health

threatening occurrences;

. equipment failures;

. natural phenomena such as weather conditions, floods, rock slides and earthquakes;

. changes in the costs of utilities;

. decreases in gold prices which may cause Mineral Reserves that are currently
economic to become uneconomic;

. labor unrest, strikes, labor turnover;

. socio-economic impacts;

. shortages of supplies needed for operation;

. orders, directives or compliance notices that may be issued by authorities following

an environmental incident or non-compliance;

. the possible unwarranted or unreasonable use by inspectors from the DMRE of their

right to halt some or all of our operations;

. delays or other challenges experienced in obtaining required approvals or

amendments of approvals that are already in place; and

. restrictions imposed by government authorities.

— 55 -



RISK FACTORS

Changes in the market price for gold, which in the past have fluctuated widely, may affect
the profitability of our operations and the cash flows generated by those operations.

During the Track Record Period, substantially all of our revenue was derived from the
sale of gold. Historically, the price of gold has exhibited significant volatility. See “Industry
Overview — Global Gold Prices.” A sustained period of significant gold price volatility may
adversely affect our ability to evaluate the feasibility of undertaking new capital projects or
continuing existing operations or to make other long-term strategic decisions. The gold price

has been affected by numerous factors beyond our control, including, among others:

. strength or weakness of the U.S. dollar (the currency in which gold prices generally

are quoted) and of other currencies;

. demand for gold for industrial uses and use in jewelry;

. demand for gold from relatively new emerging markets, particularly Brazil, Russia,
India and China, and the emerging middle class in these markets;

. actual, expected or rumored purchases and sales of gold bullion holdings by central
banks or other large gold bullion holders or dealers;

. demand for ETFs which replicate the exact performance of gold;

. demand for gold for investment purposes;

. investor confidence in gold and the gold business;

. speculative trading activities in gold;

. the overall level of forward sales by gold producers;

. the overall level and cost of production of gold;

. international or regional political and economic events or trends;
. financial market expectations regarding the rate of inflation; and
. interest rates.

The variety of these factors makes it impossible for us to accurately predict changes to
prevailing gold prices. If gold prices fall below the amount it costs us to produce gold and
remain at such levels for any sustained period, we may experience losses and may be forced
to curtail or suspend some or all of our projects or operations, or reduce operational capital
expenditures or at all. In addition, we might not be able to recover any losses incurred during
or after such periods.
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In addition, the fluctuation in gold price is difficult to predict, given that the current
demand for and supply of gold do not necessarily affect the price of gold in the same manner
as current demand and supply affect the prices of other commodities. Central banks, financial
institutions and individuals historically have held large amounts of gold as a store of value, and
production in any given year historically has constituted a small portion of the total potential
supply of gold. We cannot ensure that these inter-relationships will sufficiently reduce the risks
associated with gold price fluctuations.

Our business, results of operation and financial position will be materially and adversely
impacted by the strength of ZAR and inflation in South Africa.

Our revenue derived from sale of gold is denominated in U.S. dollar or in ZAR based on
the prevailing gold spot price in U.S. dollar, and we receive the payment in ZAR based on
exchange rates on different dates depending on whether we sell gold through Rand Refinery,
TreasuryONE or Auramet. The functional currency of our entities in South Africa is ZAR. Our
cost of sales, operating expenses and capital expenditures are all incurred in ZAR. However,
our reporting currency is U.S. dollars and therefore our revenue, cost of sales and other
accounting items are all translated into U.S. dollars on our consolidated financial statements.
As a result, our results of operations and financial position presented in U.S. dollars are
significantly affected by a combination of (i) the market price of gold in U.S. dollars and (ii)
the exchange rate between ZAR and U.S. dollars. See “Financial Information — Key Factors
Affecting Our Results of Operations — Gold Price and Foreign Exchange Rate.” We recorded
a gain from exchange differences on translation of foreign operations under other
comprehensive income in the amount of US$5.6 million, US$9.2 million and US$1.6 million
in 2016 and 2017 and the six months ended June 30, 2019, respectively, as a result of
appreciation of ZAR against U.S. dollars. We recorded a loss from exchange differences on
translation of foreign operations under other comprehensive loss in the amount of US$15.8
million and US$12.6 million in 2018 and the six months ended June 30, 2018 as a result of the
general depreciating trend of ZAR against U.S. dollars. As a result, our financial results can
be influenced significantly by the fluctuations in the exchange rate of ZAR against U.S. dollar.

Furthermore, the exchange rates we obtain when converting ZAR to U.S. dollar are set by
foreign exchange markets, over which we have no control. In 2017, movements in the average
U.S. dollar to ZAR exchange rate had a significant impact on our results of operations, as the
ZAR strengthened by 9.5% against the U.S. dollar from an average of ZAR14.7 per U.S. dollar
in 2016 to ZAR13.3 per U.S. dollar in 2017, according to Frost & Sullivan. The ZAR has
continued to be relatively strong against the U.S. dollar with the exchange rate averaging
ZAR13.2 per U.S. dollar in 2018, and depreciated slightly to an average of ZAR14.2 per U.S.
dollar for the six months ended June 30, 2019 according to Frost & Sullivan.

Inflation in South Africa could also increase our production costs, including wages and
power costs, which, assuming there are no other offsetting factors, could have a material
adverse effect on our business, results of operations and financial position. The average annual
or semi-annual inflation rate in South Africa, indicated by the average annual or semi-annual
percentage change in the producer price index for mining, was 11.5%, 5.4%, 2.5%, 0.1% and
15.3% in 2016, 2017 and 2018 and the six months ended June 30, 2018 and 2019, respectively.
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Due to the nature of mining and the type of the gold mines we operate, we face significant
risks of delays or stoppages in production and may incur increased production costs
arising from environmental, health and safety issues.

The business of gold mining by its nature involves risks and hazards, including
environmental hazards and industrial and mining accidents. In particular, hazards commonly
associated with our mining operations include:

. surface and underground flooding;

. seismic events;

. exposure to health related hazards such as inhalable dust, silicosis and noise;

. surface or underground fires and explosions, including those caused by flammable

gas or in connection with blasting;

. cave-ins, blockages, wall collapses or gravity induced falls of ground;

. discharges of gases and toxic substances;

. releases of radioactivity;

. electrocution;

. falling from height;

. accidents related to the presence of mobile machinery, including underground trains
and shaft conveyances;

. accidents and conditions resulting from drilling, blasting and removing and
processing material which would also include, but is not limited to, the inhalation
of dust and noise induced hearing loss;

o human errors and conduct;

. environmental degradation, including ground and surface water pollution;

. environmental issues, including production disruption due to weather conditions;
and

. other accidents or conditions resulting from mining activities, such as blasting and
the transport, storage and handling of hazardous materials.
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It must be noted that the likelihood of the aforesaid mining associated hazards occurring
depends on, amongst others, the nature of the mining operations; the depth at which such
mining operations takes place; the conduct of employees; the particular ground conditions
encounter; etc. Notwithstanding the aforesaid, we endeavor to implement appropriate
measures, as far as reasonably practicable, to address identified hazards and risks associated
with our mining operations in order to eliminate, alternatively reduce the likelihood of the
hazard occurring. The operating subsidiary, and at times together with the regulator (the
MHSI), conducts frequent audits and inspections with a view to ensuring ongoing compliance
with the MHSA and that employees are able to perform work in a safe and healthy
environment. Where inspectors from the MHSI believe that further actions are required or a
deviation has occurred an instruction in terms of sections 54 and 55 of the MHSA is issued.
In instances where instructions in terms of section 54 of the MHSA, which halt operations are
issued the operating subsidiary works to correct any such deviations and ensure continued
operations as soon as reasonably possible.

The occurrence of any of these hazards or risks could result in injuries sustained by
employee(s), a delay or halt in production, poor grade and lower tonnage mined, an increase
in production costs, and the institution of legal proceedings, including criminal proceedings,
which could have a material adverse effect on our business, retention of required permits and
licenses, operating results and financial condition. For instance, our Tau Lekoa Mine
experienced a series of unexpected seismic events in the fourth quarter of 2018 and the first
quarter of 2019. These seismic events occurred at certain high-grade mining areas at the Tau
Lekoa Mine and adversely affected our grade performance and tonnage mined, which caused
negative impacts on our financial performance. See “Financial Information — Description of
Principal Income Statement Items — Gross Profit or Loss.” Seismic events occur in an
unpredictable manner during underground mining process. We cannot assure you our measures
will be sufficient to mitigate damage when we incur unexpected seismic events in the future.

Our operations have experienced reportable accidents and, in some instances, fatalities
historically. During the Track Record Period and up to the Latest Practicable Date, a total of
eight accidents resulting in 11 fatalities had occurred at our underground mining operations and
gold processing plants. See “Business — Mine Health and Safety.”

As advised by ENSafrica, a law firm with expertise in mine safety issues in South Africa,
in the event that a fatal accident is attributable to the negligent conduct of any person
(including the employer and/or managerial employees at these operations), such person may be
charge with the common law crime of culpable homicide and/or a statutory offence in terms
of section 86 of the MHSA. In addition, if the employer and/or managerial employees fails to
comply with the provisions of the MHSA and the regulations binding in terms thereof, the
employer and/or the managerial employees commit an offence. See “Regulatory Overview —
Relevant South African Laws and Regulations — Laws and Regulations Relating to Mine
Health and Safety.”
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In addition, an employer may be subject to significant penalties and/or administrative
fines for non-compliance with the provisions of the MHSA. Where a contravention of the
MHSA has occurred, the DMRE may elect to impose an administrative fine of up to ZAR1.0
million per transgression. In addition, the National Prosecuting Authority may decide to
prosecute the relevant operating subsidiary for alleged contraventions of the MHSA as a
juristic entity and/or ultimately the responsible individuals, including the chief executive
officer of the relevant operating subsidiary. Depending on the section of the MHSA that has
been contravened, the court may, upon a successful prosecution, either impose a fine and/or
imprisonment (in respect of natural persons). In addition, if the relevant operating subsidiary
is found guilty of negligently causing serious injury or illness to any person (in terms of section
86 of the MHSA), the court may order that the mining right held by such operating subsidiary
be withdrawn or suspended or that a fine of ZAR3.0 million be imposed. The court may also,
over and above imposing a sentence in respect of the offence and making an order, order the
person convicted to, amongst others, repair any damage that may have been caused to
satisfaction of the Chief Inspector of Mines.

Though, according to ENSafrica, there have been very few instances of any persons being
successfully prosecuted as a result of a fatal accident at a mine or non-compliance with the
provisions of the MHSA, we cannot rule out the risk of such successful prosecution.

Our operations are currently concentrated on two gold mines, and we are exposed to
uncertainties in relation to these mines.

During the Track Record Period, we had conducted substantially all of our continuing
mining operations at the Tau Lekoa Mine and the Kopanang Mine (since it was acquired by us
in February 2018). We have historically derived, and expect in the foreseeable future to
continue to derive, substantially all of our revenue from sales of gold produced at these two
mines. Both mines are located near the town of Orkney, which is approximately 200 km
southwest of Johannesburg and within the western margin of the world renowned gold-bearing
late Archean Witwatersrand sedimentary basin. The Witwatersrand gold deposits are of the

bl

“quartz pebble conglomerate Au-U type,” also referred to as “placer gold and uranium in
ancient conglomerate” or “paleo-placer gold and uranium” deposits. In addition to gold and
uranium, the reefs may also contain substantial amounts (generally 5 to 15%) of sulphide,
mainly pyrite associated with pyrrhotite, chalcopyrite and arsenopyrite. Diamonds and
monazite have been encountered in trace quantities. According to the CPR, the risks of a
typical Witwatersrand gold mine include uncertainties in the scale and position of faults and
dykes and unanticipated changes in grade. The CPR also identifies geotechnical risks
(occurrence of rock bursts or rock falls), safety risks (seismic events and falls of ground) and
social risks (potential for unrest and strike action by communities regarding job opportunities,
recruitment and downscaling) relating to our operations. We cannot guarantee that our

mitigation measures will be sufficient to prevent such risks from occurring in the future.
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As our operations are currently concentrated on the two gold mines, any delay or
difficulty in the operation of these gold mines, any problem that causes them to operate at
less-than-optimal capacity, failure to obtain or renew government approvals, licenses or
permits in time, or at all, could reduce, disrupt or halt our operations, which, in turn, could

materially and adversely affect our business, results of operations and financial position.

Failure of our plan to ramp up development projects may materially and adversely affect
our business and future growth.

According to the CPR, the LoM for the Tau Lekoa Mine is four and a half years and the
LoM for the Kopanang Mine is six and a half years, based on Proved and Probable Mineral
Reserves as of June 30, 2019. The LoM can be extended if additional Mineral Reserves are
identified through upgrading Inferred Resources to at least an Indicated category via
underground sampling and extension of underground infrastructure and development. As a
result, we are highly dependent on the successful development and ramp-up of our pipeline
projects, such as the Weltevreden project and Goedgenoeg project, which are subject to various
risks and uncertainties.

In particular, exploration of Mineral Resources is speculative in nature and our
exploration activities may not result in the discovery of mineable and economical resources.
Furthermore, the future mining and development in the areas currently covered by prospecting
rights is subject to governmental approval of our application to the mining rights in these areas.
We cannot guarantee that our future plan to expand our Mineral Resources and Mineral
Reserves will succeed. Such plans may be delayed or adversely affected by various factors,
including failure to obtain relevant regulatory approvals, failure to secure sufficient financing
to fund our expansion and production, the occurrence of geotechnical difficulties, the
occurrence of hazards commonly associated with our mining operations, constraints on
managerial, operational, technical and other resources and the incurrence of higher-than-

expected stripping costs and dewatering costs.

Moreover, if a viable deposit is discovered, it could take several years and a large amount
of capital expenditure from the initial phases of exploration until production commences,
during which time the presumed market price of gold may change and the capital cost and
economic feasibility of such deposit may change. Furthermore, there is no assurance that
reported Mineral Resources could be converted into Mineral Reserves, and actual results upon
production may differ from those anticipated at the time of discovery. Accordingly, there is no
assurance that any future exploration activities or development projects will extend the life of
our existing mining operations or result in any new economical mining operations. In the event
that we fail to expand our Mineral Resources or Mineral Reserves, our future expansion plan
is delayed or fails to deliver the expected economic benefits, our business and future growth
may be materially and adversely affected. Our ramp-up plans require substantial capital
investment, and if the costs of it exceed our estimates or we are unable to obtain adequate
financing on acceptable terms, or at all, our business, results of operations and financial
position may be materially and adversely affected.
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Furthermore, new operations frequently experience unexpected problems during the
initial development phase. Delays can often occur in the commencement of production.
Estimates of production from mining or metallurgical facilities not yet in operation or in
production are based on similar factors (including, in some instances, feasibility studies
prepared by our personnel and/or outside consultants), but it is possible that actual facilities
utilization, gold recovery rate, operating costs and economic returns will differ significantly
from those currently estimated. We cannot assure you that we will achieve our production
estimates. Our failure to achieve our production estimates could have a material and adverse
effect on our business, results of operations and financial position.

We recorded net current liabilities and net operating cash outflows during the Track
Record Period, which might expose us to certain liquidity risks and could constrain our
operational flexibility.

We incurred net current liabilities of US$15.1 million as of June 30, 2019. For details of
the reasons for our net current liabilities, see “Financial Information — Liquidity and Capital
Resources — Working Capital.” We had net operating cash outflows of US$0.4 million,
US$35.1 million, US$9.8 million and US$8.3 million in 2017 and 2018 and the six months
ended June 30, 2018 and 2019, respectively. For detailed discussion on the reasons for the net
operating cash outflow for the respective periods, see “Financial Information — Liquidity and

Capital Resources — Cash Flows — Operating Activities.”

We cannot assure you that we will not experience net current liabilities or net operating
cash outflows in the future. Our future liquidity, ability to make necessary capital expenditures
as well as the payment of trade and other payables, as and when they become due, will
primarily depend on our ability to maintain adequate cash inflows from our operating activities
and adequate external financing. Our ability to generate adequate cash inflows from operating
activities may be affected by our future operating performance, prevailing market prices of
gold, macro-economic and political conditions and other factors, many of which are beyond
our control. In addition, we may not be able to obtain loans and borrowings or secure additional
external financing on a timely basis or on acceptable terms, or at all. The occurrence of any
of the foregoing may cause us to have insufficient cash inflow to fund our operating costs and
constrain our operational flexibility and, in that event, our business, financial condition and

results of operations could be adversely affected.

We incurred losses during the Track Record Period and cannot guarantee that we will
realize a gross profit in 2019 or in the future.

We incurred gross loss of US$6.1 million, US$44.6 million, US$25.9 million and
US$10.2 million in 2017 and 2018 and the six months ended June 30, 2018 and 2019,
respectively, and our gross loss margin was (4.7)%, (20.3)%, (27.3)% and (7.8)% in the same
periods. We incurred net loss from continuing operations of US$10.0 million, US$10.0 million
and US$18.5 million in 2017 and 2018 and the six months ended June 30, 2019, respectively.
We turned from a profitable position in 2016 into loss-making in 2017 primarily because our

revenue decreased slightly mainly as a result of decreasing tolling revenue in 2017. On the cost
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side, although we slightly reduced our cost of sales denominated in ZAR in 2017, our cost of
sales denominated in U.S. dollars increased by 6.5% due to the significant appreciation of ZAR
against U.S. dollars in 2017. See “Financial Information — Period to Period Comparison of
Results of Operations — Year Ended December 31, 2017 Compared to Year Ended December
31, 2016.” Our gross loss expanded from US$6.1 million in 2017 to US$44.6 million in 2018
mainly because our cost of sales increased at a faster pace than our revenue increase in the
same year, which was primarily attributable to the low production during the transition period
after our acquisition of Kopanang Operations in February 2018. See “Financial Information —
Period to Period Comparison of Results of Operations — Year Ended December 31, 2018
Compared to Year Ended December 31, 2017.” We recorded deficits of US$8.9 million,
US$34.1 million and US$53.5 million as of December 31, 2017 and 2018 and June 30, 2019,
respectively, primarily attributable to the losses accumulated by the Group during the Track
Record Period. As of June 30, 2019, our accumulated losses amounted to US$47.4 million.

In particular, our losses in 2018 had been partially offset by our gain on disposal of a
subsidiary of US$20.3 million in connection with the disposal of Lesego to HSC in December
2018 (see “Financial Information — Description of Principal Income Statement Items — Other
Income and Gains — Gain on Disposal of a Subsidiary”) and the gain on a bargain purchase
of US$27.1 million in connection with the acquisition of the Kopanang Operations in February
2018 (see “Financial Information — Description of Principal Income Statement Items — Other
Income and Gains — Gain on Bargain Purchase Price”). These gains are non-recurring in
nature and we may not have similar gains in the future, which may materially and adversely
affect our financial condition and results of operations.

Our profitability is affected by a number of factors, including production and sales
volume, cost of sales, market gold price, ZAR to U.S. dollar exchange rate and inflation,
among others, all of which are subject to uncertainties. Our sales volume depends on the actual
production status and is subject to many risks. See “— Our failure to achieve our production
estimates could have a material adverse effect on our business, results of operations and
financial position.” Our cost of sales is likely to increase gradually over the next three year.
Our employee costs, which accounted for around half of our cost sales, are likely to increase
because the base salary of our non-managerial employees have a fixed annual increase until the
expiration of the current wage agreement on June 30, 2021. Our utility costs will likely
increase because Eskom has received approval from the NERSA to apply an increase of
electricity tariff of 9.4% for the 2019-2020 financial year, an 8.1% increase for the 2020-2021
financial year and a 5.2% increase for the 2021-2022 financial year. In addition, the gold prices
in the global market and ZAR to U.S. dollar exchange rates have historically fluctuated widely
and are subject to a number of factors. As a result, we cannot guarantee that we will realize a
gross profit in 2019 or in the future. Even though we may achieve gross profit, our profit
margin could be thin. Our gross profit was US$5.0 million in 2016 and our gross profit margin
was only 3.7% in the same year. Even with both of our mines in full production, we cannot

guarantee that we will achieve a similar or higher level of gross profit margin in the future.
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We may not be able to recover all or part of our deferred tax assets.

We recognize deferred tax assets for deductible temporary differences which may include
the carry-forward of unused tax credits and any unused tax losses. Our deferred tax assets are
recognized to the extent that it is probable that future taxable profit will be available against
which the deductible temporary differences can be utilized subject to certain exceptions. The
carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient future taxable profit will be
available to allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax
assets are reassessed at the end of each reporting period and are recognized to the extent that
it has become probable that sufficient future taxable profit will be available to allow all or part
of the deferred tax asset to be recovered.

We recorded deferred tax assets of nil as of December 31, 2016, 2017 and 2018. As of
June 30, 2019, we had deferred tax assets of US$1.9 million. If it is uncertain that we will be
able to have sufficient taxable income in the future that will allow us to recover all or part of
our deferred tax assets, in such case, our net income and results of operations may be materially
adversely affected.

We engage in hedging activities for gold sales, which may eliminate potential gains and
result in losses.

On July 10, 2018, we entered into a master purchase contract (the “Master Purchase
Contract”) with Auramet to limit our exposure to commodity risks caused by the volatility in
gold prices. The Master Purchase Contract, based on the standardized master agreement drafted
by International Swaps and Derivatives Association, allows us to purchase various directive
instruments including, among others, over-the-counter commodity spots, forwards and swaps,
commodity derivative options (zero cost collars), cross currency swaps, interest rate swaps,
interest rate caps/floors and forward rate agreements. Pursuant to the Master Purchase
Contract, we can sell a specific amount of gold to Auramet at the forward sale price, which is
set with reference to the prevailing market price at the time we enter into the forward sale
contract. The Company’s hedging policy aims to minimize the impact on the Group’s revenue
from material gold price fluctuation. We would consider hedging when forward prices in the
current market are higher than our anticipated unit cost of gold production, or when we
anticipate gold prices to fall, so that the price locked in through selling our gold forward could
protect our revenue during a downturn of the gold price, although the hedge price may
occasionally be lower than the actual unit cost. See “Business — Sales, Customers and
Hedging — Hedging.”

During the period from July 2018 to December 31, 2018, we forward sold 30,000 ounces
of gold, accounting for 17.8% of our sales volume in the same period. We incurred a loss of
US$0.4 million in 2018 mainly because in aggregate the spot price of gold at the time of
delivery was higher than the forward sale price. During the six months ended June 30, 2019,
we entered into forward sale agreements for 99,000 ounces of gold with an average price of
ZAR19,269 (US$1,367.9) per ounce. Delivery of these forward sale agreements are scheduled
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throughout 2019 and 2020. We had delivered 29,750 ounces under these contracts, with 69,250
ounces outstanding as of June 30, 2019. We recorded a gain of US$1.3 million on gold hedges
for the six months ended June 30, 2019, primarily because the spot prices of gold at the time
of delivery were in aggregate lower than the contract forward sale prices. We also entered into
zero cost collars in January 2019 for hedging 5,400 ounces of gold in aggregate for the period
from January to March 2019, with a floor of ZAR18,660.0 (US$1,324.7) per ounce and a cap
of ZAR18,975.0 (US$1,347.1) per ounce. We had settled all the zero cost collars position in
January 2019. The foregoing unit forward sales prices of gold are converted at the rate of
ZAR14.0862:US$1, the prevailing rate as of June 30, 2019 for illustrative purposes only.
Depending on the gold price in the market, we may choose to conduct further forward sales to
reduce our risk exposure to gold price fluctuation. If the market gold price continues to
increase in 2019 and remain at a level higher than our forward sale prices, we will not benefit
from such increases with respect to the gold that has been forward sold. In this scenario, we
will record a loss on gold hedges on our income statement for such unrealized benefits, which
could adversely affect our profitability.

The production, processing and product delivery capabilities of our mining assets rely on
their infrastructure being adequate and remaining available.

The mining, drilling, processing, development and exploration activities of our mining
assets depend on adequate infrastructure. Certain of these assets are located in areas that are
sparsely populated and are difficult to access. Reliable roads, power sources, transport
infrastructure and water supplies are essential for the conduct of these operations and the
availability and cost of these utilities and infrastructure affect capital and operating costs and,
therefore, our ability to maintain expected levels of production and results of operations.
Unusual weather or other natural phenomena, sabotage or other interference in the maintenance
or provision of such infrastructure could impact the development of a project, reduce
production volumes, increase extraction or exploration costs or delay the transportation of raw
materials to the mines and projects and commodities to end customers. Any such issues arising
in respect of the infrastructure supporting or on our sites could have a material adverse effect
on our business, results of operations, financial condition and prospects.

Aging infrastructure and mechanical failure or breakdown may result in production
delays, environmental pollution, increased costs and industrial incidents.

Gold mining shafts and metallurgical plants like those operated by us are usually designed
with a limited lifespan. Maintaining mining infrastructure requires skilled human resources,
capital allocation, management and planned maintenance. Once a shaft or a metallurgical plant
has reached the end of its intended lifespan, increased maintenance and care is required.
Although we have a comprehensive maintenance plan in place, incidents resulting in
production delays, increased costs or industrial incidents may occur. Such incidents may have

a material adverse effect on our business, results of operations and financial position.
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The accuracy of our Mineral Resources and Mineral Reserves estimates is based on a
number of assumptions, and we may produce less gold than the current estimates.

Our Mineral Resources and Mineral Reserves estimates are based on a number of
assumptions made by the Competent Person in accordance with the SAMREC Code. For more
details about the procedures and parameters used for the Mineral Resources and Mineral
Reserves estimates, please see the CPR included as Appendix III to this prospectus. The
accuracy of estimates depends on the quantity and quality of available data, the assumptions
made and the judgments used in engineering and geological interpretation, which may prove
to be unreliable. There is no assurance that the estimates will prove accurate or that our Mineral

Resources and Mineral Reserves can be mined or processed profitably.

Our Mineral Reserves estimates contained in this prospectus represent the amount of gold
that we believe can be economically mined and processed and are calculated based on a number
of economic and technical assumptions. In the future, we may need to revise our Mineral
Reserves if, for instance, our production costs increase or gold prices decrease and as a result
the extraction of a portion (or all) of the Mineral Reserves may become uneconomical. For
example, our current Mineral Reserves estimates are based on a long-term gold price
assumption of ZAR550,000 per kg (derived from US$1,181 per ounce and ZAR14.50 per U.S.
dollar) over an estimated mine life of seven years. For more details on the impact of different
gold prices and other assumptions on Mineral Reserves estimates, please see “Competent
Person’s Report — 1 Introduction” included as Appendix III to this prospectus. In addition,
compared to “measured” or “indicated” Mineral Resources category, “inferred” Mineral
Resources have a greater amount of uncertainty as to their existence and as to whether they can
be mined economically as such Mineral Resources are inferred from geological evidence and
assumed but not verified. It cannot be assumed that all or part of the “inferred Resources” will

ever be upgraded to a higher category.

The inclusion of Mineral Resources estimates should not be regarded as a representation
that all these amounts can be economically mined or processed, and nothing contained in this
prospectus (including without limitation, the estimates of LoM) should be interpreted as
assurances of the economic viability of the mines that we hold mining rights or prospecting
rights to or the profitability of our future operations. We expect that the LoM of our mines will
extend as further Mineral Reserves are declared through on-reef development during the
mining process, and may achieve at least 20 years of production based on our Mineral
Resources as of June 30, 2019. See “Business — Our Assets — Features of South African
Deep-Level Underground Gold Mine — Production Profile.” However, no assurance can be
given that the anticipated quantities and grades will be achieved, that the indicated level of
recovery will be realized or that gold Mineral Reserves, Mineral Resources and mineralized
potential can be extracted or processed profitably. Actual Mineral Reserves, Mineral Resources
or mineralized potential may not conform to geological, metallurgical or other expectations,
and the volume and grade of ore or product recovered may be below the estimated levels.
Lower market prices, increased production costs, reduced recovery rates and other factors may
render our Mineral Reserves, Mineral Resources or mineralized potential uneconomical to
exploit and may result in revision of its reserve estimates from time to time. Reserve data are
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not indicative of future results of operations. Our future success depends upon conducting
successful exploration and development activities or acquiring properties containing
economically recoverable reserves. If our actual gold Mineral Reserves and Mineral Resources
are less than current estimates, or if we fail to develop our resource base through the realization
of identified or new mineral potential, our business, results of operations and financial
condition may be materially and adversely affected.

Strategic investments, mergers and acquisitions may have a material and adverse effect
on our business and operating results.

Our future success depends partly on our ability to expand through strategic investments,
mergers and acquisitions and joint ventures. We acquired the Tau Lekoa Mine in June 2015 and
Kopanang Mine in February 2018. In the future, we may continue to expand by investing in
or acquiring portfolios of mining assets that are complementary or beneficial to our business.
Further investments or acquisitions to be made by us may be subject to certain approvals (for
example, shareholder or antitrust approvals which may or may not be obtained or may be
obtained subject to conditions, including the divestment of assets). Failure to successfully
invest in or acquire a business could have a material adverse effect on our business, financial

condition, results of operations and/or prospects.

Any strategic investments, mergers and acquisition and joint ventures may change the
scale of our business and operations and may expose us to new geographic, geological,
political, social, operating, financial, legal, regulatory and contractual risks. For example:

. an acquisition may divert management’s attention from our day-to-day business;

. a material ore body may not meet expectations;

. additional environmental approvals may be required (or amendments to or the
transfer of existing approvals) with prolonged application lead times;

. the acquired business may have undetected liabilities that may be significant
including historical health, safety and environmental liabilities that require
remediation;

. there may be a significant change in commodity prices after we have committed to
complete a transaction and established a purchase price or share exchange ratio;

. we may have difficulty integrating and assimilating the operations and personnel of
any acquired companies, realizing anticipated synergies and maximizing the
financial and strategic position of the combined enterprise, and maintaining uniform
standards, policies and controls; and

— 67 -



RISK FACTORS

. to the extent we participate in the development of a project through a joint venture
or any other multi-party commercial structure, there could be disagreements, legal
or otherwise, or divergent interests or goals among the parties, which could
jeopardize the success of the project.

There can be no assurance that any strategic investments, mergers and acquisition and
joint ventures will achieve the synergies and results intended. In addition, strategic
investments, mergers and acquisition and joint ventures could result in the use of substantial
amounts of cash, potentially dilutive issuance of equity securities, incurrence of debt,
incurrence of significant goodwill impairment charges, and amortization of expenses for other
intangible assets, which may have a material and adverse effect on our business and operating
results.

Failure to obtain or maintain required government permits, licenses and approvals for
our mining and exploration activities or renewals thereof, or failure to comply with the
terms and conditions attached to such permits, licenses and approvals could materially
and adversely affect our business, results of operations, financial position and growth
prospects.

Under the applicable South African laws and regulations, we are required to obtain certain
permits, licenses and approvals for our portfolio assets and for our mining and exploration
activities, including mining rights, mining permits, prospecting rights, environmental
authorizations, water use license, atmospheric emission license and certificate of registration
and to comply with their terms and conditions thereof. Moreover, we are required to comply
with the terms and conditions attached to such permits, licenses and approvals including filing
of certain reports and plans with the relevant authorities from time to time. These permits,
licenses and approvals are issued by ministries and/or agencies of the South African
government and are crucial to our business operations. Although we have obtained or are
applying for all material permits, licenses and approvals necessary to conduct our business,
there is no assurance that we will retain such permits, licenses and approvals or renew them
in a timely manner or at all and that we will be able to comply with all the terms and conditions
thereof in a timely manner or at all. For example, we might inadvertently delay the filing of
certain reports or plans as required under the permits, licenses and approvals or the applicable
laws and regulations. Any failure to obtain or retain or any delay in obtaining, retaining or
renewing any required permits, licenses or approvals, or failure to comply with the terms and
conditions attached to such permits, licenses and approvals in a timely manner and strictly in
line with the applicable requirements, could negatively affect our operations, and subject us to
a variety of administrative penalties or other government actions, any of which could have a
material adverse effect on our business, results of operations, financial position, and growth
prospects.
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Our operations and profits have been and may be negatively affected by increased labor
costs and new and existing labor laws.

The South African gold mining industry is labor intensive and is characterized by a high
proportion of fixed cost and fluctuating revenue. A large part of our operating costs do not vary
significantly with production. In the event of decreases of gold production or gold price, our
profitability and cash flow may be adversely affected. Employee costs are the largest
component of our cost of sales. Our employee costs were US$58.3 million, US$70.1 million,
US$135.7 million, US$64.5 million and US$73.3 million in 2016, 2017 and 2018 and the six
months ended June 30, 2018 and 2019, respectively, accounting for 45.5%, 51.3%, 51.3%,
53.5% and 51.7% of our cost of sales in the same periods. According to Frost & Sullivan, labor
costs in the gold mining industry of South Africa have increased significantly since 2013 and
are expected to continue to increase. Any change to our wage agreement or other factors that
could increase labor costs may have a material adverse effect on our result of operations and
financial condition. Trade unions are active in South Africa in advocating for improved
conditions of employment, labor regulatory change, political and social goals in the future by
using their collective power and ability to withhold labor. Unions are involved in wage
negotiations and collective bargaining, which causes us to face risks of strike action and rising
labor costs.

Most of our employees are represented by labor unions and various collective labor
agreements are in place across our operations. Our subsidiaries or our mining investments may
not be able to satisfactorily renegotiate their collective labor agreements when they expire and
may face tougher negotiations or higher wage demands than would be the case for
non-unionized labor. Since the NUM was the majority labor union at both Tau Lekoa and
Kopanang at the time when the 2018 — 2021 wage agreement was signed, this wage agreement
was extended, in terms of the provisions of the relevant labor legislation, to all the employees
represented by the minority unions and non-unionized employees. All employees are prevented
from engaging in industrial action in support of increased wages for the period of the wage
agreement. The NUM is a well-established union with a long history of tough, but reasonable,
collective bargaining. The NUM is currently struggling with in-fighting among its leadership
and consequently has lost membership to the AMCU. The AMCU is a relatively new labor
union borne out of dissatisfaction of the NUM in 2001. The AMCU is characterized by
prolonged and violent strike action in support of extraordinary wage increases. In the event that
the AMCU gains majority representation of employees at Kopanang in the three years
approaching the 2021 wage negotiations (and assuming that the NUM remains the majority
labor union at Tau Lekoa), we will be required to negotiate a separate wage agreement with the
AMCU for Kopanang employees. Simultaneous wage negotiations with the AMCU at
Kopanang and with the NUM at Tau Lekoa will likely be challenging since the different labor
unions have different interests. It is also important to note that if, in 2021, neither the NUM
nor the AMCU have majority representation at Kopanang, this may result in deadlocked wage

negotiations and possible industrial action.
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In the event that we experience strikes or work stoppages, these may disrupt our mining
activity, and as a result have a material adverse effect on our business, production levels,
production targets, results of operations, financial position, reputation and future prospects. In
addition, lower levels of mining activity can have a longer term impact on our production
levels and operating costs, particularly since mining conditions can deteriorate during extended
periods without production and we will not be able to re-commence mining until health and
safety conditions are considered appropriate to do so.

In addition, the MHSA specifically provides employees with powers to act in the interest
of their own safety and the safety of their colleagues. This includes a right to leave a dangerous
workplace whenever circumstances arise at that workplace which, with reasonable
justification, appear to that employee to pose a serious danger to the health or safety of that
employee or where the health and safety representative of that workplace directs an employee
to leave that working place. In instances where this right is used by employees, this may lead
to delays in the ordinary mining operations and planning, particularly where safety concerns
may take time to be rectified. Also, allegations may be raised or initiated by any of the labor
unions with respect to health and safety and other working conditions which, even if
unsubstantiated, may result in reputational risks and potential regulatory risks arising from
follow up audits or other actions by the relevant authorities.

Further, industrial action in other industries and other mining sectors in South Africa may
also occur, including the transportation industry and the coal industry (which supplies the
South African electricity utility). Such industrial action has the potential to impact our business
by influencing our labor negotiations, curtailing the supply of necessary inputs or through a
secondary sympathy strike. Increased costs related to labor actions in other industries or
shortages of production inputs caused by such actions may have a material adverse effect on
our production levels, business, results of operations and financial position.

We may also be affected by certain labor laws that impose obligations regarding workers’
rights. For example, laws in South Africa impose monetary penalties for non-compliance with
the administrative and the reporting requirements in respect of affirmative action policies.
Existing labor laws and any new or amended labor laws may increase our labor costs and have
a material adverse effect on our business, results of operation and financial position.
Additionally, in recent years the introduction of new labor laws or amendments to the existing
labor laws have imposed additional obligations on us or granted additional rights to workers,
thereby increasing compliance and other costs.

Our Controlling Shareholder has substantial influence over us and its interests may not
be aligned with the interests of our other Shareholders.

Immediately following the completion of the Global Offering (assuming the Over-
allotment Option is not exercised), the Controlling Shareholders will be entitled to exercise
voting rights of approximately 75% of our share capital and hence will continue to be our
Controlling Shareholders. Our Controlling Shareholder will, through voting powers at the
Shareholders’ meetings and its delegates on the Board, have significant influence over our
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business and affairs, including decisions with respect to mergers or other business
combinations, acquisition or disposition of assets, issuance of additional shares or other equity
securities, timing and amount of dividend payments and our management. See “Relationship
with Our Controlling Shareholders — Controlling Shareholders.”

Our Controlling Shareholder may cause us to undertake certain corporate transactions or
not enter into certain corporate transactions, which may not be in the best interests of our other
Shareholders. We cannot assure you that our Controlling Shareholder will vote on
Shareholders’ resolutions in a way that will benefit all of our Shareholders.

If we lose senior management or are unable to hire and retain sufficient technically skilled
employees, our business may be materially adversely affected.

Our ability to operate or expand effectively depends largely on the experience, skills and
performance of our senior management team and technically skilled employees, particularly
where minimum qualifications are, in some instances, stipulated by legislation. However, the
mining industry in South Africa, including us, continues to experience a shortage of qualified
senior management and technically skilled employees. We cannot be certain that the services
of our senior management and a sufficient number of our technically skilled employees will
continue to be available to us. Any senior management departures or unavailability (due to
death, injury, illness or other reasons) or technically skilled worker shortages could adversely
affect our operational efficiency and production levels.

We may be unable to hire or retain appropriate technically skilled employees or other
management personnel, or may have to pay higher levels of remuneration than we currently
intend in order to do so. If we are unable to hire and retain appropriate management and
technically skilled personnel, or if there are not sufficient succession plans in place, this could
have a material adverse effect on our business (including production levels), results of
operations and financial position.

We engage third-party contractors at certain of our operations, which may expose us to
delays or suspensions in mining activities and increases in production costs.

At certain of our operations, we engage third-party contractors to conduct exploratory
drilling, rock engineering and supporting work such as transportation, security, medical
services.

Under the MHSA, an employer (being the holder of the mining right) has several duties
and obligations regarding the operations of its mine. In particular, an employer is obligated to
ensure that the mine is properly designed, constructed, equipped, operated and maintained in
order to provide conditions for the safe and healthy working environment and to ensure, as far
as reasonably practicable, that employees are able to perform their work without endangering
the health and safety of themselves or of any other person. These obligations apply to persons
employed by the employer and also to any person who is working at a mine.
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For the purposes of the MHSA and the regulations binding thereunder, employees of
third-party contractors fall within the definition of the word “employee”. Accordingly,
employees of independent contractors are deemed to be the employees of the “employer” and
we (as the employer) are responsible to provide and maintain a working environment which

does not impose a risk to their health and safety, as far as reasonably practicable.

There is no prohibition, however, in the MHSA and the regulations binding thereunder,
prohibiting the employer from delegating its duties and obligations in terms of the MHSA and
the regulations binding thereunder to third-party contractors. Accordingly, certain duties and
obligations of the employer have been delegated to our third-party contractors. Such
delegation, however, does not absolve the employer from liability in terms of the MHSA and
the regulations binding in terms thereof should a third-party contractor fail to comply with the
duties and obligations delegated to it. These obligations are not limited by the engagement of
third party contractors, for whose health and safety we remain statutorily responsible.

To discharge their duties and obligations in terms of the MHSA and the regulations
thereunder, third party contractors may implement their own safety, health, environment and
quality management system (the “SHEQ System”), alternatively to monitor and ensure
adherence to the SHEQ System of the employer.

We rely on the health and safety management system in place to monitor compliance by
third-party contractors with their duties and obligations pertaining to, amongst others, health
and safety, as well as to ensure that such third-party contractors perform the work required of
them on time, on budget and in accordance with our standards, procedures and design plans and
specifications. We cannot exclude the possibility that a third-party contractor may fail to
comply with the duties and obligation of the employer (to the extent that they may be required
to do so) in terms of the MHSA and the regulation binding thereunder. In the event of such
non-compliance by the third-party contractor, the MHSI may take enforcement action against
the employer which may include a temporary stoppage at the mine as a result of an instruction
being issued in terms of section 54 of the MHSA, the recommendation and possible eventual
imposition of an administrative fine against the employer, the suspension or removal of
certificates of competency held by supervisors and managers and/or the recommendation to the
South Africa National Prosecuting Authority that the employer and/or responsible persons be
criminally charged with non-compliance with a particular section of the MHSA. The receipt of
any such enforcement measures results not only in a potential operational expense, but may
also affect the reputation of the operations and delay the ordinary operations and processes.

In addition, if employees of the third-party contractors fail to comply with their health
and safety duties and obligations and/or fail to perform the work that they are required to
perform in accordance with our safety standards and procedures, such failure may also lead to
enforcement action against the employer, an increased risk of accidents and loss of life, loss
of production and an increase of operational and other related costs.
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Disputes with third-party contractors may also arise for various reasons, which could
distract our management’s attention and potentially lead to additional costs loss of production,
and additional costs and liabilities, which could materially harm our business, financial
position and results of operation.

There is also a risk that, in the event that an employee of a third-party contractor is injured
or contracts an occupational disease whilst in the performance of his/her work at our
operations, that employee, or his/her dependents, may seek to recover compensation and/or
damages from us. In respect of the employees of third party contractors, we are not indemnified
against claims arising from workplace injuries or the contracting of certain occupational
diseases in terms of the provision of the COIDA, as we are in respect of our own, direct,
employees in terms of section 35 of the COIDA. This is, however, subject to such employee
or dependents successfully proving all the elements of a delictual claim in a civil court. It must
be noted that an indemnification clause contained in the contractual agreement with the
third-party contractors, may provide some recourse in the event that a civil claim for damages
is instituted.

We cannot exclude the possibility that an accident, dangerous occurrence or health
threatening occurrence may occur at our operations involving an employee of a third party
contractor and that, depending on the facts in a particular case, we may be exposed to a risk
of liability. The occurrence of an accident, dangerous occurrence or health threatening
occurrence as well as the potential liability associated therewith, may have a material adverse
effect on our business, financial position and results of operations, and could also affect our
compliance with the MHSA.

Actual and potential supply chain shortages and increases in the prices of raw material
may have a material adverse effect on our operations and profits.

Our results of operations are affected by the availability and pricing of raw materials,
including explosives, sodium cyanide, activated carbon, liquid oxygen, steel balls, lime, diesel
and timber. The price of raw material may be substantially affected by changes in global supply
and demand of these raw materials, weather conditions, governmental controls and other
factors. A sustained interruption in the supply of any of these raw materials would require us
to find acceptable substitute suppliers and could require us to pay higher prices for such raw
materials. Any significant increase in the prices of these raw materials will increase our
operating costs and affect production levels.

Power outages and usage constraints may force us to halt or curtail operations, or subject
us to penalties.

Our operations in South Africa are dependent on electricity supplied by Eskom, a
government owned electricity utility. Electricity is used for most of our business and
safety-critical operations, including cooling, hoisting and dewatering. Any power outage,
disruption or shortage in power supply available to our operations could therefore have a
material adverse impact on our production and employee safety. South Africa has suffered from
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power shortages since 2008. For example, power cuts were commonplace between 2014 and
2015 after two coal-burning major power stations broke down. More recently, Eskom was
forced to cut power supply after a strike in June 2018, and began to implement load shedding
to protect the national system from a total blackout. There have also been incidents of power
cuts in certain places of South Africa in 2019. We cannot guarantee that our production will
not be reduced as a result of the possible load shedding implemented by Eskom.

Pursuant to our electricity supply agreements with Eskom, if our consumption of
electricity exceeds the notified maximum demand, which is currently 46.0 MVA in aggregate,
we would be required to pay penalties. The penalties are calculated on the number of times the
notified maximum demand is exceeded multiplied by the portion of the demand exceeding the
notified maximum demand, multiplied by the sum of the distribution network access charge
and the transmission network access charge and, if applicable, the low voltage subsidy charge
for the megaflex tariff. In addition, Eskom has a right to terminate its electricity supply
agreement with us by giving us a 12-month notice in writing. Any disruption or decrease in the
electrical power supply available to our operations could have a material adverse effect on our
business, operating results and financial position.

The continued increase in electricity tariff may adversely affect our results of operations.

Electricity is used for a number of critical production functions, including the ventilation
of our operation. Our mining operations depend upon electricity generated by Eskom, a public
electricity utility that monopolizes the power supply in South Africa. According to Frost &
Sullivan, the electricity price in South Africa increased by 56.0% from 55.7 ¢/kWh in 2013 to
86.9 c¢/kWh in 2018. In February 2013, the NERSA, granted Eskom a right to tariff increase
of 8% per year for the period between April 1, 2013 and March 31, 2018, which was half of
that sought by the utility in its application. This percentage was later adjusted upward to 12.7%
for the period between 2015 and 2016, and to 9.4% for 2016 and 2017. In early 2016, the
NERSA heard a second application from Eskom to increase tariffs and an increase of 9.4% was
granted, effective April 1, 2016. A lower increase of 2.2% was approved in February 2017,
effective April 1, 2017, but greater tariff increases are expected to be imposed in future years.
In June 2017, Eskom announced to consumers that it was aiming for a 19.9% tariff increase for
2018 on the back of lower sales and higher costs. On December 18, 2017, after a series of
public hearings into the request from Eskom, the NERSA rejected their application and granted
them an increase of only 5.23% stating that Eskom needed to change its operating model and
reduce costs for the benefit of the South African economy. Eskom has received approval from
the NERSA to apply a 9.4% increase of electricity tariff for the 2019-2020 financial year,
(which is in addition to 4.4% claw back granted to Eskom previously) an 8.1% increase for the
2020-2021 financial year and a 5.2% increase for the 2021-2022 financial year.
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There can be no assurance as to the existence or nature of any government intervention
with respect to tariff increases in the future. Other difficulties at Eskom, relating to a large
financial deficit, may result in additional tariff increases. Increases in electricity price may
cause some of the areas at our operations to become uneconomical to mine. If the trend of
electricity tariff hike continues, it could increase our costs and have a material adverse effect

on our business, results of operation and financial position.
Our insurance coverage may be inadequate.

We currently maintain insurance policies to protect against events which could have a
material adverse effect on our cash flows and overall profitability, including property damage
and business interruption, legal liabilities arising out of business operations, security of
facilities and riot, strike and public disorder, etc. For more details, see “Business —
Insurance”. These insurance policies are maintained in amounts that we believe to be
reasonable depending upon the circumstances surrounding each identified risk. However,
damage and third-party claims arising from catastrophic events may exceed the limit of
liability covered under these insurance policies. Furthermore, our insurance does not cover all
potential risks associated with our business and may exclude certain parts of our business. We
consider that insurance for certain risks, such as loss of title to mineral property, political risks
in certain jurisdictions, and/or environmental pollution or other hazards, is not generally
available to mining companies on acceptable terms. On the other hand, we may elect not to
insure certain risks due to the high premiums or for various other reasons, including an
assessment that the risks are remote. For example, we do not currently have key man insurance.
In addition, insurance may not continue to be available at economically acceptable premiums,
as a result of events beyond our control or as a result of previous claims. Accordingly, events
for which we are not insured or for which our insurance is inadequate may occur from time to
time, which could adversely affect our financial condition.

Employee compensation for work related accidents and diseases is addressed by two
parallel legislative systems. South Africa has two workplace injury and disease compensation
systems, firstly the COIDA and then in some instances, the ODMWA will apply. We are
registered and are in good standing with the Rand Mutual Assurance, a mutual association as
contemplated in the COIDA. The ODMWA applies to certain mining operations in respect of
specified occupational diseases. The ODMWA applies to our operations and as a result,
employees who contract occupational diseases such as silicosis, pneumoconiosis and
tuberculosis must seek compensation in terms of the ODMWA. Notably, the ODMWA does not
contain the same indemnification provision that is extended to an employer in terms of the
COIDA. As a result, if our employees contact the specified occupational diseases covered by
the ODMWA, our potential liabilities may not be indemnifiable under the ODMWA.

— 75—



RISK FACTORS

We may not fully protect our intellectual property rights.

VMR enters into Services, Confidentiality and Restraint Agreements with its employees,
in terms of which any creation, discovery or design of copyright, patents and designs by an
employee requires an assignment to VMR to secure ownership. Any intellectual property which
does not qualify as a design, patent or copyright falls outside of this requirement to assign. The
current wording of this clause exposes VMR to litigation as an employee may argue that no
written assignment of the intellectual property took place and that the employee therefore owns

the design, patent or copyright.

The “VMR” logo and “VILLAGE MAIN REEF” trade mark applications (the “VMR
trade mark applications”) may be objected to by the South African Registrar of Trade Marks
(the “Registrar”) or opposed by third parties when advertised for opposition purposes,
therefore there is a risk that the trade marks may not proceed to registration. The VMR trade
mark applications may be objected to by the Registrar for a variety of reasons. In the event of
an objection due to an identical or similar trade mark being on the register, it may be that a
co-existence agreement can be entered into or a consent to the registration of the VMR trade
mark applications can be obtained. In the event that the VMR trade mark applications are
opposed by third parties, VMR Group will have to defend those opposition proceedings and if
unsuccessful may have a costs order awarded against it and will also not be entitled to use or
continue using the trade marks. In order to overcome an objection or opposition, VMR Group
may be able to rely on its common law rights based on the goodwill and reputation it has
developed in the trade marks. If the trade marks are already registered by a third party, trade
mark infringement proceedings can be instituted against VMR Group. Until registered, the
VMR Group will need to rely on its common law rights to protect these trade marks against
infringement by third parties. Upon registration of the trade marks, VMR Group will have
statutory protection for the trade marks.

Illegal mining, gold theft and robbery occurred on some of our properties. These activities
are difficult to control, and can disrupt our business and expose us to liability.

Illegal mining activities, theft and robbery of gold bearing materials are common in South
Africa. Illegal mining is mining activity that is carried out without land rights, mining license,
exploration or transportation permit, or any document that could legitimate the ongoing
operations. It is generally associated with a number of negative impacts, including poor
working practices, corruption, child labor and human trafficking. Activities of the illegal
miners could cause pollution or other damage to our properties, including underground fires,
or personal injury or death, for which we could potentially be held liable. Illegal miners are
often assisted by a syndicate of employees of legal mining operations. Consequently, in the
event that our employees are found assisting illegal miners we will be required to dismiss all
implicated employees, this may result in labor unrest. Illegal mining activities could also result
in depletion of mineral deposits, potentially making the future mining of such deposits
uneconomic. The presence of illegal miners could lead to project delays and disputes regarding
the development or operation of commercial gold deposits.
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Any theft or robbery of gold may reduce the amount of gold that we are able to recover
from our operations. Rising gold prices may increase the likelihood of occurrences of such
thefts or robbery. During the Track Record Period, we had encountered incidents of zama
zamas carrying out illegal activities at the Buffeslfontein mine, including gold-panning, metal
scavenging, incidents of theft, arson, shootings and even attempted murder. On February 8,
2019, while transporting gold sludge from West Gold Plant to Nicolor Plant, our trucks and the
convoying vehicles from the private security company were attacked by unknown armed
robbers and most of the gold sludge was lost. We estimate that the total weight of gold lost was
1,921.9 ounces and recorded a loss of US$2.6 million in connection with this incident in the
six months ended June 30, 2019. We cannot assure you that our enhanced security measures
will effectively prevent such illegal activities, which may be committed by third parties of by
employees or former employees, from happening in the future and that our insurance will be
adequate to recover part or all of our loss. Illegal mining, gold theft and robbery could result
in lost Mineral Reserves, mine stoppages, and have a material adverse effect on our business,
results of operations and financial position.

One of our subsidiaries is involved in a tax dispute with the SARS and failure to reach a
settlement with the SARS may subject us to interest payments and penalties.

Buffelsfontein Pty, one of our subsidiaries, is involved in a dispute with the SARS in
respect of the imposition of understatement penalties for understatements contained in its 2011
and 2012 income tax returns. Buffelsfontein Pty met with the SARS on April 3, 2019 to discuss
a settlement proposal for the understatement penalties and related interest. The SARS agreed
to present the settlement proposal to the SARS Settlement Committee and supported the
settlement amounts proposed and background information provided. Our final settlement
proposal was submitted to the SARS on April 4, 2019. See “Business — Legal and
Administrative Proceedings — SARS Tax Dispute.” If the SARS Settlement Committee does
not accept the settlement proposal, the SARS may seek to make a counter proposal or to pursue
the matter in the tax court. If this matter does reach the tax court and Buffelsfontein Pty is
unsuccessful in its arguments before the court, it is likely (as advised by Werksmans) that the
SARS will impose interest payments and penalties on Buffelsfontein Pty.

Eviction of unauthorized residents of informal dwellings on our property may be subject
to lengthy legal proceedings.

There are several informal dwelling erected on the surface of one tract of our land,
Portion 16 of the Farm Goedgenoeg 433, and occupied by local residents without our
authorization. Owned by Tau Lekoa Pty, this property is subject to the title condition that its
surface may only be used for agricultural purposes. We have not used, and do not plan to use
in the foreseeable future, the surface of this tract of land for any purpose, as our mining
operations are underground. However, if we wish to use the surface of this property for
purposes other than agricultural purposes in the future, we will be required to apply for the
removal of the title deed condition and in the event that the informal dwellings are still on the
property, to apply for an eviction of any informal residents on the property. The eviction
application may cause disputes with the unauthorized residents and subject us to lengthy legal
proceedings, which may delay the process of our intended use of this land. The eviction may
also be costly and expose our business to reputational risks.
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We face certain risks and uncertainties beyond our control from manmade and natural
disasters that may negatively impact our operations.

Our business operations are subject to a number of operational risks and hazards in South
Africa, some of which are beyond our control. These operational risks and hazards mainly

include:

. major catastrophic events and natural disasters, including earthquakes, fires, floods,
landslides and other hazardous weather conditions;

. geological or mining conditions such as instability of the slopes and subsidence of
the working areas;

. disruptions or shortages of water, power or fuel supply;

. industrial or manmade accidents occurring in connection with our mining or ore
processing operations; and

. critical equipment failures, malfunction and breakdowns of information

management systems, or unexpected maintenance or technical problems.

Natural disasters, especially earthquakes, floods and landslides, may require us to
evacuate personnel or curtail operations. Such risks and hazards may result in damage or loss
to our mining and processing operations, and they may also require us, among other things, to
evacuate personnel, delay or temporarily suspend our operations, and reduce our productivity.
Periods of curtailed activity may increase the operating costs, which could materially and
adversely affect our business, results of operations and financial position.

These events could result in disruption to our and our customers’ or suppliers’ businesses
and seizure of, or damage to, any of their cargoes or assets. Such events could also cause the
destruction of key equipment and infrastructure (including infrastructure located at or serving
our mining activities). These events could also result in the partial or complete closure of
particular ports or significant sea passages, potentially resulting in higher costs, congestion of
ports or sea passages, vessel delays or cancellations on some trade routes. Any of these events
could adversely impact our business and the results of our operations.

We face intense competition from other mining companies.

The mining industry in South Africa is competitive in all of its phases. We primarily
compete with other gold mining companies for specialized equipment, components and
supplies necessary for exploration and development, prospecting and mining rights and leases
on exploration properties, as well as the acquisition of mining assets. Our competitors may
have greater financial resources, operational experience and technical capabilities, and more
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established connections in certain geographical markets than us. Competition may increase our
costs of acquiring suitable prospecting and mining rights, properties and assets, which could
have a material adverse impact on our business, results of operations, financial position and
growth prospects.

Implementation of innovative technologies in mine development, production and
exploration may result in increased costs and involve uncertainties.

To maintain competitiveness in the long term, we embrace technology innovation to
improve our production efficiency, mining and processing methods, and mine developments.
We have formed a few strategic partnerships with engineering firms and institutions from
South Africa, China and internationally, and are currently rolling out a few key projects
utilizing innovative engineering solutions in mine development, production and exploration.
See “Business — Technology, Research and Development.”

However, the exploration of innovative technologies may result in increased costs, which
could affect our profitability. Implementation of innovative technologies also involves
uncertainties relating to usability, efficiency and safety, especially if the technologies have
only been trialled for a short period of time. We may not be able to successfully implement any
of these technologies in time at reasonable cost, or at all. The innovative technologies, even if

successfully adopted, may not bring us the increased efficiency as we expect.

We rely on information technology and communications systems, the failure of which
could significantly impact our operations and business.

We rely on our information technology and communications systems to support our
business operations, such as SAGE X3 for accounting, Deswick for Mineral Resource
management, Microsoft for business applications, Alex Murray Metal Systems for engineering
management, Palpay for payroll, Skycom for time and attendance. Our information technology
and communications systems could be exposed to, among other things, damage or interruption
from telecommunications failure, unauthorized entry, malicious computer code and other sorts
of breach in cybersecurity, fire, natural disaster, power loss, industrial action and human error.
While we have offsite backup systems in place, the occurrence of any of the above may also
disrupt our information technology and communications systems and may lead to important
data (including geophysical and geological data) being irretrievably lost or damaged. Such
damage or interruption may adversely affect our business, results of operations and financial

position.

Our continued mining operation have a finite life and eventual closure of this operation
will entail costs and risks regarding on-going monitoring, rehabilitation and compliance
with environmental standards.

Our existing mining operation has a finite life and will eventually close. According to the
CPR, the estimated LoM of our two gold mines is approximately four and a half years in

respect of the Tau Lekoa Mine and six and a half years in respect of Kopanang Mine,
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respectively, based on the Proved and Probable Mineral Reserves as of June 30, 2019. The key
costs and risks for mine closures are (i) long-term management of permanent engineered
structures; (ii) achievement of environmental remediation rehabilitation and closure standards
(including the assessment, funding and implementation of post-closure polluted and extraneous
water pumping treatment): (iii) orderly retrenchment of employees; and (iv) relinquishment of
the site with associated permanent structures and community development infrastructure and
programs to new owners. The successful completion of these tasks is dependent on our ability
to successfully implement negotiated agreements with the relevant government authorities,
communities and employees. The consequences of a difficult closure range from increased
closure costs and handover delays to on-going environmental rehabilitation costs and damage
to our reputation if a desired outcome cannot be achieved, all of which could materially and
adversely affect our business and results of operations.

The MHSA requires the holder of a mining right to remain responsible for the mitigation
of health and safety risks associated with an operation after an operation is no longer being
worked, until a closure certificate is issued in terms of the MPRDA. During this period, the
employer is required to take reasonable steps to continuously prevent injuries, ill-health, loss
of life or damages of any kind from occurring at or because of the mine. This will have a cost
implication and may result in long term potential liability for health and safety concerns.

In addition, the NEMA requires right holders to set aside a financial guarantee for
environmental rehabilitation. Closure certificates can only be granted if the required
documents, including a closure plan and the environmental risk report, are furnished and the
environment has been satisfactorily rehabilitated. Under the NEMA, the liability of the mine
continues post-closure indefinitely, notwithstanding the issuing of a closure certificate by the
minister, especially where the treatment of water is incorporated.

Our reputation in the communities in which it operates could deteriorate.

The continued success of our existing operations and its future projects are in part
dependent upon broad support of and a healthy relationship with the respective local
communities, in addition to conducting operations in a manner that is not detrimental to the
environment. If it is perceived that we are not respecting or advancing the economic and social
progress and safety of the communities in which we operate, our reputation and shareholder
value could be damaged, which could have a negative impact on our “social license to operate”,

our ability to secure new resources and its financial performance.

Some of our current and potential mining activities are located in or near communities
that may regard such operations as having a detrimental effect on their safety or environmental,
economic or social circumstances. It has become common in South Africa for communities
surrounding mines to look to the mine to better standards of living in the area. It is not
uncommon for such communities to engage in protest action which may affect access to the
mine and production. The consequences of negative community reaction could therefore have
a material adverse impact on the cost, profitability, ability to finance or even the viability of
an operation. Such events could lead to disputes with national or local governments or with
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local communities or any other stakeholders and give rise to material reputational damage. If
our operations are delayed or shut down as a result of political and community instability, its
earnings may be constrained and the long-term value of its business could be adversely
impacted. Even in cases where no action adverse to us is actually taken, the uncertainty
associated with such political or community instability could negatively impact the perceived
value of our assets and mining investments and, consequently, have a material adverse effect
on our financial condition. The MPRDA stipulates that every mining right holder is required
to prepare and implement a social and labor plan, the purpose of which is to promote
employment, advance social and economic welfare, contribute to transforming the mining
industry and ensure that mining companies contribute to the development of the areas where
they operate. Failure to comply with the social and labor plan could adversely impact upon our
social license to operate and may result in the suspension and/or cancellation of our mining

rights.

We may not be able to obtain financing on favorable terms, or at all, to fund our ongoing
operations, existing and future capital expenditure requirements, acquisitions and
investment plans and other funding requirements, and our ability to raise additional
funds could be materially affected by the fluctuations in the capital market.

To fund our ongoing operations, existing and future capital expenditure requirements,
investment plans and other financing requirements, we need sufficient internal sources of
liquidity or access to additional financing from external sources. During the Track Record
Period, we had relied predominantly on equity financing to fund the development of our
operations. Going forward, we may explore debt financing to fund our expansion plans. Our
ability to obtain external financing in the future depends on a number of factors that are beyond
our control, including market conditions, lenders’ perception of our creditworthiness, the South
African economy and regulations that affect the availability and cost of financing. Any
disruptions, uncertainty or volatility in the capital and credit market resulting from any global
financial crisis may also limit our ability to obtain financing to meet our funding requirements.
In particular, it may be difficult for us to raise funding for certain of our projects which may
require substantial capital expenditure. If adequate funding is not timeously available to us on
commercially acceptable terms, or at all, it may materially and adversely affect our ability to

fund our existing operations, to develop or expand our business.

RISKS RELATING TO DOING BUSINESS IN SOUTH AFRICA

Our mining rights in South Africa could be altered, suspended or cancelled for a variety
of reasons, including uncertainties associated with national and local legislation.

Our mining rights are governed by various national and local laws, policies and
regulations of South Africa, and they could be suspended or cancelled should we breach our
obligations in respect of these rights. There are significant uncertainties associated with the
formulation and implementation of government policies and legislation. New legislation, in the
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form of the new mining charter gazetted by the South African Government on September 27,
2018 (the “2018 Mining Charter”) introduces new requirements for ownership and other
obligations that existing and new holders of mining rights need to comply with.

The 2018 Mining Charter provides that any applicant for a new mining right requires a
BBBEE shareholding of 30%, which must be held as 5% to qualifying employees, 5% to host
communities and 20% to BBBEE entrepreneurs. In terms of the 2018 Mining Charter, the 5%
interest which is attributable to employees and host communities must be a non-transferable
carried interest, the cost of which shall be recouped by a right holder from the development of
the asset. It is not clear what is meant by carried interest. There are a number of other
uncertainties in respect of the interpretation of certain provisions of the 2018 Mining Charter.

Companies which, at the time of the gazetting of the 2018 Mining Charter, complied with
the 26% BBBEE ownership requirement under the previous mining charter, will continue to
receive recognition for such historical transaction and will not be required to comply with the
30% BBBEE shareholding requirement (and breakdown between qualifying employees, host
communities and BBBEE entrepreneurs) stipulated in respect of new applications for mining
rights, unless such shares are disposed of post September 27, 2018. This historical recognition
does not extend to transfers of mining rights or renewals of existing mining rights. The 2018
Mining Charter also sets out requirements regarding procurement, supplier and enterprise
development, the demographic composition of various levels of management, and other
elements.

The 2018 Mining Charter came into effect on September 27, 2018. A notice published in
the Government Gazette indicates that existing right holders (holders of right issued under the
MPRDA on or before September 27, 2018) must implement the 2018 Mining Charter from
March 31, 2019 and furnish the requisite compliance reports to the DMRE on or before March
31, 2020. It provides that the 2018 Mining Charter must be read together with the
implementation guidelines which were gazetted on December 19, 2018. The implementation
guides do not introduce substantive amendments to the 2018 Mining Charter, but merely
stipulate the manner in which compliance is to be assessed in respect of each of the elements
of the 2018 Mining Charter and provide compliance forms which must be completed by the
holder of a right issued under the MPRDA. Under the 2018 Mining Charter, holders who have
achieved and maintained a 26% BBBEE shareholding are deemed to be fully compliant with
the BBBEE shareholding requirements under the 2018 Mining Charter, until the mining right
is renewed or until the right is transferred. It is also apparent that a holder who did not achieve
a minimum of 26% empowerment as of September 27, 2018 would be required to top up their
shareholding to 26%. We are currently compliant with the 26% BBBEE ownership requirement
of the 2018 Mining Charter. If we are found not in compliance with certain of the other
requirements stipulated in the 2018 Mining Charter, our ability to conduct operations may be
materially adversely impacted.
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We are subject to the imposition of various costs, such as mining taxes and royalties,
changes to which may have a material adverse effect on our operations and profits.

In recent years, governments (local and national), communities, non-governmental
organizations and trade unions in several jurisdictions, including South Africa, have sought
and, in some cases, enforced greater costs on the mining industry, including the imposition of
additional taxes and royalties. For the details of the taxes and royalties that we are subject to,
see “Regulatory Overview — Relevant South African Laws and Regulations — Laws and
Regulations on Taxation.”

In South Africa, the ANC has adopted two recommended approaches relating the mining
industry. While the ANC has rejected the possibility of mine nationalization for the time being,
the first approach contemplates, among other things, greater state intervention in the mining
industry, including the revision of existing royalties, the imposition of new taxes and an
increase in the South African government’s holdings in mining companies. The second
approach contemplates the South African government taking a more active role in the mining
sector, including through the introduction of a state mining company to be involved in new
projects either through partnerships or individually. The policies adopted may impose
additional restrictions, obligations, operational costs, taxes or royalty payments on gold mining
companies, including us, any of which could have a material adverse effect on our business,

operating results and financial position.

The Carbon Tax Act was promulgated on May 22, 2019 and came into effect on June 1,
2019. This will be an additional cost which will be required to be paid in respect of certain
activities that generate greenhouse gas emissions exceeding the prescribed thresholds.

Economic, political or social instability and security risks affecting South Africa may have
a material adverse effect on our operations and profits.

All of our production is in South Africa. As a result, changes or instability affecting the
economic, political or social environment in South Africa could affect investment in us. The
South African environment is subject to changes in a manner that may be materially adverse
to us, including changes to government policies and regulations governing mining production,
foreign investment, price controls, import and export control, tariffs, subsidies, income and
other forms of taxation (including policies relating to the granting of advance rulings on
taxation matters), nationalization or expropriation of property, repatriation of income,

royalties, the environment and health and safety.

We transact business in a location where it is exposed to a greater than average risk of
overt or effective expropriation or nationalization, including where the government has
previously expropriated assets held within the jurisdiction of other companies or where
members of government have publicly proposed that such action be taken.
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Our employees are highly unionized, and unions hence have a significant impact on the
general labor relations environment. Trade unions are active in South Africa to advocate for
improved conditions of employment, labor regulatory change, and political and social goals in
the future by using their collective power and ability to withhold labor. Union involvement in
wage negotiations and collective bargaining, therefore, increases the risk of strike action and
rising labor costs. The broader labor relations climate also remains fragile in South Africa.
Wage negotiations in other industries and other mining sectors may influence the stance unions
take toward the industry in which we operate. Kopanang has a significant number of employees
who are members of the AMCU, which is a militant union carrying a great risk of violent and

protracted strike action.

In addition, the proliferation of social media and other internet technologies may
contribute to negative publicity relating to any actual or perceived environmental, labor or
other issues at our operations. These actions may delay or halt production, increase production
costs, result in liability, lead to greater costs or may create negative publicity related to us.
Furthermore, these actions, and especially those related to labor groups and work stoppages,
can lead to a loss of investor confidence in the South African gold industry in general, which
may restrict our access to international financing and could have a material adverse effect on
our business, operating results and financial position.

In recent years, major rating agencies lowered the sovereign credit rating of South Africa.
In November 2017, Standard & Poor’s downgraded South Africa to sub-investment grade credit
rating due to the weak pace of economic growth, particularly on a per capita basis, as well as
the country’s large fiscal debt burden and sizable contingent liabilities. Standard & Poor’s
announcement followed a similar announcement by Fitch, affirming South Africa’s credit
rating at BB+, one notch below investment grade. In March 2018, Moody’s affirmed South
Africa’s sovereign credit rating at Baa3, the lowest rung of investment grade, and upgraded its
outlook to stable from negative, signaling the improved investor confidence in the new
administration under president Ramaphosa.

Downgrading, or the expected downgrading, of South Africa’s sovereign credit rating to
non-investment grade status by major credit rating agencies caused a loss of investor
confidence and resulted in widening credit spreads, increased credit losses and tighter credit
conditions, which could adversely affect the overall South African economy, as well as its gold
mining industry. Our business, operating results and financial condition may be adversely
affected, as it may be more difficult for us to secure external financing, and would lead to rising
borrowing costs and more restrictive terms.

In addition, South Africa has continued to experience a difficult security environment, as
a result of high levels of unemployment and poverty in the country. Significant security
challenges remain in areas where we have operations, and we may experience instances of
injury to security personnel, including members of our internal security and third-party security
providers we engage, from time to time. Any such instances could disrupt our operations and
adversely affect our reputation, results of operations and financial condition.
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There is also a skills deficiency across many sectors in South Africa, including the mining
industry, and we face intense competition between mining companies. As a result, we may have
difficulty attracting and retaining key human resources at all levels with the appropriate
technical skills and operating and managerial experience necessary to operate and supervise
our business. There has also been regional political and economic instability and civil unrest
in certain of the countries surrounding South Africa. Any similar political or economic
instability or other uncertainty in South Africa could have a negative impact on our business
operations.

Our business and operations may be negatively affected by strikes.

Section 64 of the LRA gives effect to the constitutionally protected right of employees to
strike. A strike must have a clear demand, and the purpose of the strike must be in support of
“a matter of mutual interest” between the parties which includes salaries or wages, hours of
work, overtime, leave, sick leave, service benefits and related matters, and, the recognition of
trade unions and organisational rights. Disputes of right, on the other hand, concern the
infringement, application or interpretation of existing rights, embodied in a contract of
employment, collective agreement or statute, and must be resolved either through arbitration
at the CCMA or the Labour Court. Employees may not strike over disputes of right.
Furthermore, employees may not strike over a matter which has been settled in terms of a
collective agreement. Employees engaged in essential services or in maintenance services may
not embark on strike action.

The LRA also set out procedures which employees must follow in order to embark on a
strike. Employees cannot strike without following the prescribed procedures in the LRA. A
strike which does not accord with these procedures is not protected by the provisions of the
LRA. Unprotected strikers are liable to be dismissed, and may be held liable for damages
claims, if applicable. Section 66 of the LRA permits employees to engage in a secondary strike
(sympathy strike) in support of a strike by other employees against their employer. The
employer may approach the Labour Court on an urgent basis to interdict an unprotected
primary or secondary strike. Any employee who fails to comply with a court interdict will be
in contempt of a court order and therefore liable to be arrested. Disciplinary action may also
be taken against employees who participate in an unprotected strike.

Employers have recourse to lock out employees in order to compel compliance with
employer demands, however, an employer which locks out its employees is not entitled to
employ replacement labour during the course of the lock-out, unless the lock-out is in response
to a strike.

Our employees might exercise their right to strike per the LRA, and in which case, it

could have material adverse effect on our business and to our reputation, and the operation of
our mines could be disrupted.
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In light of the recent court ruling relating to class action lawsuits, we face the risks of
being sued for the silicosis or tuberculosis that our employees may have contracted in any
of the operations we own.

As noted above, the ODMWA applies to our operations and as a result, employees who
contract occupational diseases such as silicosis, pneumoconiosis and tuberculosis must seek
compensation in terms of the ODMWA.

In 2012, legal proceedings were instituted for the certification of a consolidated class
action against several gold mining companies on behalf of current and former employees and
on behalf of dependents of former employers who had contracted silicosis or tuberculosis
whilst working at one or more of the listed South African gold mines. The application for the
certification of a consolidated class action seeks to allow current and former employees,
alternatively dependents of former employees, the opportunity to claim damages from several
gold mining companies.

In May 2016, the High Court of South Africa found sufficient common cause to certify
the consolidated class action in respect of two classes, namely, silicosis and tuberculosis. The
certification of the class means that the claimants were able to sue the mining companies as a
class. The class members would, however, still have to prove their claims as required by the
law.

The 32 listed South African gold mines are set out in the judgments. VMR was initially
cited as a respondent in the proceedings, but the applicants withdrew the matter in its entirety
against VMR on October 9, 2015 (shortly before the class certification application was due to
be argued) because, by virtue of its history and operations, VMR was able to satisfy the
applicants that it was a relative “late comer” and was therefore in a materially different
situation to most, if not all, other certification respondents. The judgment issued in connection

with the certification referred to the withdrawal of the entire application against VMR.

Various Respondents to the Class Action Certification Application filed an Application
for Leave to Appeal the Class Action Certification Application judgement. Pleadings were
exchanged by the parties and the matter was argued before a full bench in June 2016. An oral
judgement was handed down in the Application for Leave to Appeal in June 2016, whereby
Leave to Appeal to the Supreme Court of Appeal against the transmissibility of general
damages was granted and the Leave to Appeal the Certification of the Class Action was denied.

Following the refusal to grant Leave to Appeal the Certification of the Class Action,
various Respondents filed Petitions in the Supreme Court of Appeal in July 2016. The Supreme
Court of Appeal subsequently granted Leave to Appeal the Certification of the Class Action.
In January 2018, the Supreme Court of Appeal granted a postponement of the argument of
Leave to Appeal in an attempt to further settlement discussions between the parties.
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In May 2018, several South African mining companies agreed to a class action settlement
with the claimants. The Settlement Agreement is subject to court approval. Since VMR was not
a party to the case (after abandonment of the claims against VMR) or the settlement, it is
unaffected by the outcome of the settlement negotiations or the agreement signed in relation
to the settlement.

A common law claim for damages brought independently by any employee who could
prove that he had contracted silicosis or tuberculosis while fulfilling duties to VMR, or that the
working conditions at VMR had exacerbated his illness, could, if successful, have a material
adverse effect on the business and reputation of a mine. It could also have an adverse impact
on the production results of a mine. Additional costs or damages may occur arising out of such
claims, including legal costs which may be incurred in defending such claims, as well as the
payment of increased levies and/or other contributions required by the applicable

compensation funds.

Our financial flexibility could be materially constrained by South African exchange

control regulations.

South Africa’s Exchange Control Regulations restrict the export of capital from South
Africa, the Republic of Namibia and the Kingdoms of Lesotho and Swaziland, collectively, the
Common Monetary Area. Transactions between South African residents (including companies)
and non-residents of the Common Monetary Area are subject to exchange controls enforced by
the South African Reserve Bank. As a result, our financial and strategic flexibility, particularly
our ability to raise and deploy funds and conduct operations outside the Common Monetary

Area, is restrained by these exchanges control activities.

HIV/AIDS, tuberculosis and other diseases pose risks to us in terms of lost productivity
and increased costs.

The prevalence of HIV/AIDS in South Africa, tropical disease outbreaks such as malaria
and other diseases pose significant risks to us in terms of reduced productivity and increased
medical and other costs. Diseases associated with HIV/AIDS, such as tuberculosis, also remain
one of the major health care challenges in South Africa. Such diseases impair the health of
workers and negatively affect our operations and financial position as a result of workers’
diminished focus or skill, absenteeism, treatment costs and allocated resources. Any current or
future medical program may not be successful in preventing or reducing the infection rate
amongst our employees or in affecting consequent illness or mortality rates. We may incur
significant costs in addressing these issues in the future, which could also adversely impact the
company’s results of operations and financial condition.

Our operations are subject to extensive environmental regulations.

Our operations are subject to extensive environmental laws and regulations in South
Africa, including, for example, those relating to waste treatment and disposal, emissions and

water management. Further, we must comply with permits or standards governing, among other
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things, land rehabilitation, tailings and waste disposal areas, water use, air emissions, water
discharges, naturally occurring radioactive material, transportation of ore or hazardous
substances, power use and generation, use and storage of explosives, as well as housing and
other facilities for workers including their mine health and safety. Environmental laws and
regulations are continually changing and are generally becoming more stringent. Changes to
our environmental compliance obligations or operating requirements could adversely affect our
rate of production and revenue. Failure to obtain the required environmental approvals with
regard to any of our operations, or to comply with the conditions thereof, variations in laws and
regulations, assumptions made to estimate liabilities, standards or operating procedures, more
stringent emission or pollution thresholds or controls, or the occurrence of unanticipated
conditions, may require operations to be suspended or permanently closed, and could increase
our expenses and provisions. These statutory contraventions may result in compliance and
enforcement action being instituted against the Company by the relevant authorities, including
commencement of criminal prosecution. These expenses and provisions could adversely affect
our results of operations and financial condition.

For example, in South Africa, mining companies are required by law to close their
operations at the end of the mine life and rehabilitate the impacted areas. Estimates of the total
ultimate closure, reclamation and rehabilitation costs for gold mining operations are significant
and based principally on life-of-mine profiles, changing inflation and discount rate
assumptions, changing infrastructure and facilities design and current legal and regulatory
requirements that may change materially. Increasingly, regulators are seeking security in the
form of cash collateral or bank guarantees in respect of environmental obligations in South
Africa. We are currently required to set aside financial provision for the rehabilitation for ten
years post-closure. As of June 30, 2019, the latest revised estimate of our financial provision
was US$18.8 million.

For another instance, we have identified the potential for future mine shaft decant and
groundwater contamination resulting from the mineralogy of the mine shafts, as a future
pollution risk associated with underground mines in South Africa. Due to the interconnected
nature of mining operations, a proposed solution to this risk needs to be a combined one
supported by all the mines located in these gold fields. As a result, the MPRDA and the NEMA
requires that the affected mining companies develop a Regional Mine Closure Strategy to be
approved by the DMRE. In view of the limitation of current information for the accurate
estimation of a liability, we are unable to make a reliable estimate for this obligation and the
mitigation of this future risk. There is a possibility that the potential obligation for developing
and complying with the Regional Mine Closure Strategy may become a material burden for us,
which could materially and adversely affect our results of operations and financial condition.
We may in the future incur more costs to comply with South African environmental
requirements imposed under existing or new legislation, regulations or permit requirements, or
to comply with changes in existing laws and regulations or the manner in which they are
applied.

— 88 —



RISK FACTORS

The failure to comply with these laws and regulations may subject us to the imposition
of significant fines, cessation of mining activities, criminal liability (including prosecution of
our Directors, agent or employees in their personal capacities), and risks of litigation. In
February 2017, VMR and two former directors, along with other parties, were charged for
various contraventions of the NEMA and the MPRDA as read with the Criminal Procedure Act,
No. 51 to 1997, relating to the alleged failure to comply with the duty of care in respect of,
amongst others, the failure to clean up tailings spillages, failure to implement dust management
measures and contraventions of the Environmental Management Programme (“EMP”) at the
Blyvooruitzicht mine during the period from 2013 to 2017. The charges were withdrawn
against all of the accused on October 4, 2017 in terms of Section 342A of the Criminal
Procedure Act due to lack of sufficient evidence. On February 28, 2018, we submitted written
representations stating why the prosecution against VMR should not be re-instated. As of the
Latest Practicable Date, the National Prosecuting Authority had not yet made a determination

on our written representations.

As advised by Werksmans, in the unlikely event that the National Prosecuting Authority
decides to reinstate the matter and passes the judicial review by the High Court of South Africa,
we may be held liable for contravention of environmental legislation, which may subject us to
a penalty of up to ZARI10 million (approximately US$730,000), the monetary value of
advantage gained by such person as a consequence of the offence and the reasonable cost
incurred by public prosecutor or organ of state in its investigation. These costs and liabilities
could have a material adverse effect on our business, operating results and financial position.

Our operations are subject to extensive health and safety regulations.

Our operations are subject to health and safety legislation which imposes duties and
obligations on the employer to ensure, amongst others, a working environment which is healthy
and safe, as far as is reasonably practicable. For details, see “Regulatory Overview — Relevant
South African Laws and Regulations — Laws and Regulations relating to Mine Health and
Safety.” The MHSI has been empowered to enforce the health and safety legislation and it
plays an important role in the promotion of health and safety of mines. One enforcement
mechanism which is at the disposal of the MHSI is the issuing of statutory instructions (for
example, instructions issued in terms of section 54 or section 55 of the MHSA). A statutory
notice in terms of section 54 of the MHSA may be issued, if an Inspector of Mines has reason
to believe that any occurrence, practice or condition at a mine endangers the health and safety
of any person at a mine. A statutory notice in terms of section 55 of the MHSA may be issued,
if an Inspector of Mines has reason to believe that a provision of the MHSA has not been
complied with. A notice in terms of section 54 of the MHSA may halt some or all mining
operations undertaken at a mine or part thereof. If a mine receives notices in terms of section
54 of the MHSA regularly, the production stoppages and the additional costs incurred as a
result thereof, will not only affect the production results of the mine but also the reputation and
business of the mine. A notice issued in terms of section 54 or section 55 of the MHSA is not
an uncommon occurrence in the South African mining industry. If a mine receives a notice in
terms of section 54 of the MHSA which has been issued unlawfully, the mine may appeal the
said notice to the Chief Inspector of Mines. It must be noted that the aforesaid appeal does not
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automatically suspend the operation of the notice issued in terms of section 54 of the MHSA.
To suspend the operation of the notice in the above instance, a mine may lodge an urgent
application to the Labour Court (being the court with jurisdiction) requesting the suspension
of the operation of the notice issued in terms of section 54 of the MHSA pending the outcome
of the appeal to the Chief Inspector of Mines. The aforesaid appeal process will not only be
an operational expense but the mine may also incur additional costs in the form of legal fees
as a result thereof. For details, see “Regulatory Overview — Relevant South African Laws and
Regulations — Laws and Regulations relating to Mine Health and Safety.”

In terms of the health and safety legislation, an employer may be subject to significant
penalties and/or administrative fines for non-compliance. Depending on the particular
circumstances, litigation (criminal and/or civil) may be instituted against the employer in
respect of an accident, dangerous occurrence or health threatening occurrence which has
resulted in the death of an employee (or contractor employee).

Delictual claims may be brought against a company based on delict. In other words, a
claim can be brought against the company, if the company, through its employees, has caused
harm to a person through wrongful and blameworthy conduct and if such conduct was
intentional or negligent. Conduct is regarded as being negligent if it does not comply with the
standard of care to be taken by a reasonable person in the same situation and circumstances.
For details, see “Regulatory Overview — Relevant South African Laws and Regulations —
Laws and Regulations relating to Mine Health and Safety.”

In terms of the COIDA, an employer is, however, protected against claims by employees
for injuries sustained or certain diseases that fall within the ambit of COIDA in the course and
scope of their employment (see section 35(1) of COIDA). In the event of the death of an
employee, the dependants of such person are in such circumstances prevented from recovering
damages from the employer of the deceased. For purposes of section 35(1) of COIDA, certain
managerial persons referred to in section 56(1)(b), (c), (d) and (e) of COIDA, are deemed to
be included in the definition of an employer. The employee or the dependants of a deceased
employee, however, may lodge a claim with the Compensation Commissioner in terms of
COIDA for increased compensation if the occupational injury or disease was due to the

negligence of the employer or other persons stipulated in section 56 of COIDA.

Any further changes to the health and safety laws which increase the burden of
compliance on the employer and impose higher penalties for non-compliance may result in

incurring further significant costs for us.

Our operations in South Africa are subject to water use licenses, as well as atmospheric
emission licenses, and risks associated with water shortage or other problems, which
could impose significant costs and burdens.

Under South African law, our operations are subject to water use licenses and regulations
that govern our operations’ water usage. We are required to, among other things, achieve and
maintain certain water quality limits regarding all water discharges and impacts. Any failure
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to do so may result in criminal and or enforcement action being taken by the authorities, which
may involve the suspension or withdrawal of the relevant water use license under certain
circumstances, which will disrupt our operations. We would also be at risk of prosecution and
subject to severe claims and penalties. The water use licenses are subject to regular reviews,
and there may be stricter conditions imposed upon a mine in the event of a change in
environmental circumstances, which would make compliance with such licenses increasingly
challenging.

South Africa is a water scarce country and experiences droughts periodically.
Accordingly, it is likely that the mining industry will be faced with increasing competition for
water uses both in respect of surface and underground water. This will also likely have cost
implications from a tariff perspective, as water use charges are likely to increase. Water
constraints may also lead to increased regulatory scrutiny against us with regards to sustainable
use and water related discharges, and could have a material adverse effect on our business
operations.

Our operations are also subject to atmospheric emission licenses and regulations which
seek to control emissions, provide review periods, penalties for non-compliance and
requirements for renewal of licenses. Our operations have obtained or are in the process of
obtaining their own separate water use licenses and atmospheric emission licenses, thereby
ensuring regularization of the operations in terms of the NWA and AQA. The operations are
only permitted to carry out those water uses or air quality listed activities as provided for in
the approved licenses or as approved in terms of the relevant statutes.

Our mineral rights are subject to legislation, which could impose significant costs and
burdens.

Holders of mineral or prospecting rights must comply with the provisions of the MPRDA
and the terms and conditions on which the right was granted. For details, see “Regulatory
Overview — Relevant South African Laws and Regulations — Major Laws and Regulations on
Mining.” Holders of prospecting rights must conduct prospecting operations in accordance
with the approved prospecting work program. Mining right holders must conduct mining
operations in accordance with the approved mining work program. Mining right holders must
implement an approved social and labor plan which is geared to socio-economic development
of host mine communities, creating employment and increasing training of employees.
Prospecting fees are payable in accordance with the MPRDA and royalties for the disposal of
Mineral Resources is payable in terms of the Mineral and Petroleum Resources Royalty Act,
2008.

Once a right is granted in terms of the MPRDA, it can only be suspended or cancelled by
the DMRE acting in accordance with section 47 of the MPRDA. In regard to operational
non-compliance, the DMRE can direct the holder to take steps to remedy non-compliance or
can suspend a mining right in terms of section 93 of the MPRDA. Should any authorized person
find, inter alia, that there is contravention or suspected contravention of, or failure to comply

with any provision of the MPRDA or any term or condition of any right, permit or permission
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or any other law granted or issued, such person may order the holder of the relevant right,
permit or permission to, inter alia, take immediate rectifying steps, failing which, that person
may order that the relevant operations be suspended or terminated. The Director General of the
DMRE must confirm or set aside any order and must notify the relevant holder in writing
within 60 days after the order has been set aside or confirmed, failing which such order shall
lapse. The Minister of Mineral Resources and the DMRE can only act within the confines of
the MPRDA and other applicable legislation and do not have broad unfettered discretion to
cancel, suspend or terminate rights.

Holders of mining rights must also comply with the broad-based socio-economic
empowerment charter for effecting entry of HDSAs into the mining industry. For details, please
see “Regulatory Overview — Relevant South African Laws and Regulations — Mining
Charter” and “Regulatory Overview — Relevant South African Laws and Regulations — Laws
and Regulations relating to the BBBEE Act and the Codes.”

RISKS RELATING TO THE GLOBAL OFFERING

No public market shares currently exists for our Shares, and the liquidity and market
price of our Shares may be volatile.

No public market shares currently exists. The Offer Price for our Shares will be the result
of negotiations between the Sole Global Coordinator (for itself and on behalf of the
Underwriters) and us, and may differ from the market prices for our Shares after Listing. We
have applied to the Stock Exchange for the Listing of, and permission to deal in, our Shares.
However, there can be no assurance that the listing of our Shares on the Stock Exchange will
result in the development of an active and liquid public trading market for our Shares. The
market price, liquidity and trading volume of our Shares may be volatile. Factors that may
affect the volume and price at which our Shares will be traded include, among other things,
variations in our revenue, earnings, cash flows, announcements of new investments and
changes in laws and regulations in South Africa. There can be no assurance that these
developments will not occur in the future. In addition, it is possible that our Shares may be
subject to changes in price not directly related to our performance.

Future issuances or sales, or perceived possible issuances or sales, of substantial amounts
of our Shares in the public market could materially and adversely affect the prevailing
market price of the Shares and our ability to raise capital in the future.

The market price of our Shares could decline as a result of future sales of substantial
amounts of the Shares or other securities relating to the Shares in the public market, including
sales by our substantial shareholders, or the issuance of new Shares by us, or the perception
that such sales or issuances may occur. The Shares held by certain Shareholders are subject to
certain lock-up periods after the date on which trading in our Shares commences on the Stock
Exchange, the details of which are set out in the section headed “Underwriting” in this
prospectus. There can be no assurance that, after such restrictions expire, our Shareholders will

not dispose of any Shares. Future sales, or perceived possible sales, of substantial amounts of
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the Shares could also materially and adversely affect the market price of our Shares and our
ability to raise capital in the future at a time and at a price favorable to us, and our Shareholders
may experience dilution in their holdings upon issuance or sale of additional Shares or other
securities in the future.

The market price of our Shares when trading begins could be lower than the Offer Price.

The initial price to the public of our Shares sold in the Global Offering is expected to be
determined on Monday, November 18, 2019 and in any event, not later than Tuesday,
November 19, 2019, or such other date as agreed between the parties to the Price
Determination Agreement. However, the Shares will not commence trading on the Stock
Exchange until they are delivered, which is expected to be the fifth Business Day after the
pricing date. As a result, investors may not be able to sell or otherwise deal in the Shares during
that period. Accordingly, holders of our Shares are subject to the risk that the price of the
Shares when trading begins could be lower than the Offer Price as a result of adverse market
conditions or other adverse developments that may occur between the time of sale and the time
trading begins.

Because the Offer Price is higher than our net tangible book value per Share, you will
incur immediate dilution and you may experience further dilution if we issue additional
Shares or equity-linked securities in the future.

The Offer Price of the Shares is higher than the net tangible book value per share issued
to existing holders of our Shares. Therefore, purchasers of the Shares in the Global Offering
will experience an immediate dilution in pro forma net tangible book value while the existing
holders of our Shares will receive an increase in net tangible book value per share of their
Shares. In addition, if we issue additional Shares or equity-linked securities in the future,
purchasers of our Shares may experience further dilution in the net tangible assets book value
per Share the additional Shares are issued at a price lower than the net tangible assets book
value per Share at the time of their issuance.

We cannot assure you that we will declare dividends in the future and any dividend
payment may be subject to withholding tax.

As a holding company, our ability to declare future dividends will depend on the
availability of dividends, if any, received from our South African subsidiaries. In terms of
section 46 of the South African Companies Act, a company must not make any proposed
distribution (including dividends) unless:

(a) the distribution —

(i) is pursuant to an existing legal obligation of the company, or a court order; or

(ii) the board of the company, by resolution, has authorized the distribution;
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(b) it reasonably appears that the company will satisfy the solvency and liquidity test
immediately after completing the proposed distribution; and

(c) the board of the company, by resolution, has acknowledged that it has applied the
solvency and liquidity test, as set out in section 4 of the South African Companies
Act, and reasonably concluded that the company will satisfy the solvency and
liquidity test immediately after completing the proposed distribution.

Accordingly, since our Company derives all of our earnings and cash flows from
dividends paid to us by our South African operating subsidiaries in South Africa, we will only
be able to pay dividends to our Shareholders subject to compliance with section 46 of the South
African Companies Act and in accordance with the terms of the MOI of the relevant companies.

For more details of our dividend policy, see “Financial Information — Dividend Policy.”
We cannot assure you that future dividends will be declared or paid. The declaration, payment
and amount of any future dividends are subject to the discretion of our Directors depending on,
among other considerations, our operations, earnings, financial position, cash requirements and
availability, our constitutional documents and applicable law.

The declaration of a dividend by a South African company to a non-resident company or
person will be subject to dividends tax upon payment of the dividend, which is a withholding
tax, at the rate of 20%. Dividends paid by VMR Group to the Company will be subject to the
treaty relief in terms of the Double Tax Agreement (“DTA”) between South Africa and Hong
Kong provided all the requirements are met. In terms of the said DTA, dividends declared will
be subject to a reduced dividends tax rate of 5% in South Africa (on the basis that the Company
holds at least 10% of the ordinary shares of VMR Group) or 10% in all other cases. VMR
Group will be liable for the dividends tax on any in specie dividends distributed by it at the
reduced rate of 5% or 10% if the Company complies with the requirements of the applicable

South African tax legislation.

There will be a gap of several days between pricing and trading of our Shares, and the
price of our Shares when trading begins could be lower than the Offer Price.

The initial price to the public of our Shares sold in the Global Offering is expected to be
determined on the Price Determination Date. However, the Shares will not commence trading
on the Stock Exchange until they are delivered, which is expected to be not more than five
business days after the Price Determination Date. As a result, investors may not be able to sell
or otherwise deal in the Shares during that period. Accordingly, holders of our Shares are
subject to the risk that the price of the Shares when trading begins could be lower than the
Offer Price as a result of adverse market conditions or other adverse developments that may
occur between the time of sale and the time trading begins.
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Any potential sale of Shares by our Controlling Shareholders could have an adverse effect
on our Share price.

Future sales of a substantial number of our Shares by our existing Shareholders, or the
possibility of such sales, could negatively impact the market price of our Shares in Hong Kong
and our ability to raise equity capital in the future at a time and price that we deem appropriate.

The Shares held by our Controlling Shareholders are subject to lock-up beginning on the
date on which trading in our Shares commences on the Stock Exchange. While we are not
aware of any intentions of our Controlling Shareholders to dispose of significant amounts of
their shares upon expiry of the relevant lock-up periods, we are not in a position to give any
assurances that they will not dispose of any Shares that they may own. In the event that any
of our Controlling Shareholders disposes of Shares upon expiry of the relevant lock-up periods,
this would lead to an increase in the number of our Shares in public hands, and could
negatively impact the market price of our Shares or lead to volatility in the market price or
trading volume of our Shares, affecting the value of your investment.

Forward-looking statements contained in this prospectus are subject to risks and
uncertainties.

This prospectus contains certain forward-looking statements and information relating to
us and our subsidiaries that are based on the beliefs of our management, as well as assumptions
made by, and information currently available to, our management. When used in this

ERINT3

prospectus, the words “anticipate,” “believe,” “could,” “expect,” “going forward,” “intend,”
“may,” “ought to,” “plan,” “project,” “seek,” “should,” “will,” “would” and similar
expressions, as they relate to our Company or our management, are intended to identify
forward-looking statements. Such statements reflect the current views of our management with
respect to future events, operations, liquidity and capital resources, some of which may not
materialize or may change. These statements are subject to certain risks, uncertainties and
assumptions, including the other risk factors as described in this prospectus. Subject to the
requirements of the Listing Rules, we do not intend publicly to update or otherwise revise the
forward-looking statements in this prospectus, whether as a result of new information, future
events or otherwise. Investors should not place undue reliance on such forward-looking

information.

Certain facts and statistics contained in this prospectus have come from official
government sources or other industry publications, the reliability of which cannot be
assumed or assured, and statistics in the prospectus provided by Frost & Sullivan are
subject to assumptions and methodologies set forth in the “Industry Overview” section of
this prospectus.

Certain facts and statistics in this prospectus related to South Africa, its economy and the
industries in which we operate are derived directly or indirectly from official government
sources, other industry publications and the Frost & Sullivan Report generally believed to be

reliable. While we have taken reasonable care to reproduce such information, we cannot
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guarantee the quality and reliability of such source material. These facts and statistics have not
been independently verified by us, the Sole Sponsor, the Underwriters or any of our or their
respective affiliates or advisers or any other parties involved in the Global Offering and,
therefore, we make no representation as to the accuracy of such facts and statistics, which may
not be consistent with other information compiled within or outside South Africa and may not
be complete or up-to-date. We have, however, exercised reasonable care in the reproduction
and extraction of such facts, forecasts and statistics from the relevant official government
publications and the Frost & Sullivan Report for the purpose of inclusion in this prospectus.
Due to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice, the facts and statistics in this prospectus may be inaccurate
and the statistics may not be comparable to statistics produced for other economies. Further,
there can be no assurance that they are stated or compiled on the same basis or with the same
degree of accuracy as may be the case elsewhere. In all cases, investors should give
consideration as to how much weight or importance they should attach to or place on all such
facts and statistics.

You should only rely upon the information in this prospectus in making your investment
decision, and we strongly caution you not to place any reliance on any information
contained in press articles or other media regarding us or the Global Offering.

There may be, subsequent to the date of this document but prior to the completion of the
Global Offering, press and media coverage regarding us, our Controlling Shareholders and the
Global Offering, which may contain, among other things, certain financial information,
projections, valuations and other forward-looking information about us and the Global
Offering. We have not authorized the disclosure of any such information in the press or media
and do not accept responsibility for the accuracy or completeness of such press articles or other
media coverage. We make no representation as to the appropriateness, accuracy, completeness
or reliability of any of the projections, valuations or other forward-looking information about
us. To the extent such statements are inconsistent with, or conflict with, the information
contained in this document, we disclaim responsibility for them. Accordingly, prospective
investors are cautioned to make their investment decisions on the basis of the information
contained in this document only and should not rely on any other information.

You should rely solely upon the information contained in this document, the Global
Offering and any formal announcements made by us in Hong Kong in making your investment
decision regarding our Shares. We do not accept any responsibility for the accuracy or
completeness of any information reported by the press or other media, nor the fairness or
appropriateness of any forecasts, views or opinions expressed by the press or other media
regarding our Shares, the Global Offering, us or our controlling shareholders. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such data
or publication. Accordingly, prospective investors should not rely on any such information,
reports or publications in making their decisions as to whether to invest in our Global Offering.
By applying to purchase our Shares in the Global Offering, you will be deemed to have agreed
that you will not rely on any information other than that contained in this document.
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In preparation for the Listing, we have sought the following waivers from strict

compliance with the relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have sufficient management
presence in Hong Kong. This normally means that at least two of its executive directors must

be ordinarily resident in Hong Kong.

We do not have sufficient management presence in Hong Kong for the purposes of
satisfying the requirements under Rule 8.12 of the Listing Rules. The Group’s business
operations are principally located, managed and conducted in South Africa. The management
and operation of the Company have mainly been under the supervision of the executive
Director and senior management of the Group, who are principally responsible for the overall
management, corporate strategy, planning, business development and control of the Group’s
businesses. The Company’s executive Director and all members of senior management team
reside in South Africa. The Company considers that the appointment of executive Director(s)
who will be ordinarily resident in Hong Kong would not be beneficial to, or appropriate for,
the Group and therefore would not be in the best interest of the Company and its Shareholder
as a whole, and it would be more practicable for its executive Director and the senior
management in South Africa to remain in close proximity to the Group’s operation located in
South Africa. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange
has agreed to grant, a waiver from strict compliance with the requirements under Rule 8.12 of
the Listing Rules. We will ensure that there is an effective channel of communication between
us and the Stock Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to
maintain two authorized representatives, namely Mr. Sheng Zhang and Ms. Ying
Zhao, to be the principal communication channel at all times between the Stock
Exchange and the Company. Each of our authorized representatives will be readily
contactable by the Stock Exchange and can meet with the Stock Exchange on
reasonable notice. Both of our authorized representatives are authorized to
communicate on our behalf with the Stock Exchange;

(b) we have provided contact details of each of the authorized representatives to the
Stock Exchange (including their respective mobile phone number, office phone
number (as applicable), facsimile number (as applicable) and e-mail address). The
authorized representatives have means for contacting all Directors promptly at all
times as and when the Stock Exchange wishes to contact the Directors on any
matters;

(c) we will ensure that all Directors who are not ordinarily resident in Hong Kong either
possesses, or can apply for, valid travel documents for travelling to Hong Kong and
will be able to meet with the Stock Exchange within a reasonable period of time

when required;
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(d)

(e)

¢9)

we have retained the services of Anglo Chinese Corporate Finance, Limited (the
“Compliance Adviser”), in accordance with Rule 3A.19 of the Listing Rules. The
Compliance Adviser will serve as a channel of communication with the Stock
Exchange in addition to the authorized representatives of our Company. The
Compliance Adviser will provide our Company with professional advice on ongoing
compliance with the Listing Rules;

meetings between the Stock Exchange and the Directors could be arranged through
the authorized representatives or the Compliance Adviser, or directly with the
Directors within a reasonable time frame. Our Company will inform the Stock
Exchange as soon as practicable in respect of any change in the authorized
representatives and/or the Compliance Adviser in accordance with the Listing Rules;
and

we have provided the Stock Exchange with the contact details of each of the
Directors (including their respective mobile phone number, office phone number (as
applicable), facsimile number (as applicable) and e-mail address).

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an
individual who, by virtue of his academic or professional qualifications or relevant experience,
is, in the opinion of the Stock Exchange, capable of discharging the functions of the company
secretary. Pursuant to Note (1) to Rule 3.28 of the Listing Rules, the Stock Exchange considers
the following academic or professional qualifications to be acceptable:

(a)

(b)

(c)

a Member of The Hong Kong Institute of Chartered Secretaries;

a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159
of the Laws of Hong Kong); or

a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).

Pursuant to Note (2) to Rule 3.28 of the Listing Rules, in assessing “relevant experience,”
the Stock Exchange will consider the individual’s:

(@)

(b)

(©

(d)

length of employment with the issuer and other issuers and the roles he or she
played;

familiarity with the Listing Rules and other relevant law and regulations including
the Securities and Futures Ordinance, Companies Ordinance and the Takeovers

Code;

relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

professional qualifications in other jurisdictions.
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We have appointed Ms. Ying Zhao and Ms. Pung Fei Chan as our joint company
secretaries. They will jointly discharge the duties and responsibilities as our company
secretaries. Ms. Pung Fei Chan has been an associate member of the Hong Kong Institute of
Chartered Secretaries since December 2016 and an associate member of the Institute of
Chartered Secretaries and Administrators in the United Kingdom since December 2016, and
therefore meets the requirements under Note (1) to Rule 3.28 of the Listing Rules. Ms. Pung
Fei Chan will work closely with, and provide assistance to, Ms. Ying Zhao in the discharge of
her duties as a joint company secretary for an initial period of three years from the date of the
Listing.

Although Ms. Ying Zhao does not possess the specified qualifications required by Rule
3.28 of the Listing Rules, our Company believes that considering Ms. Ying Zhao’s past
experience in our corporate management affairs, she is able to perform the duties as a company
secretary of our Company. In addition, Ms. Ying Zhao has a thorough understanding of the
operations of our internal business and administration. Therefore, we believe that the
appointment of Ms. Ying Zhao as a joint company secretary is in our and our Shareholders’ best
interests and is beneficial to our corporate governance. Ms. Ying Zhao will comply with the
annual professional training requirement under Rule 3.29 of the Listing Rules and will enhance
her knowledge of the Listing Rules during the initial three-year period from the Listing Date.
The Company will further ensure that Ms. Ying Zhao has access to the relevant training and
support that would enhance her understanding of the Listing Rules and the duties of a company
secretary of an issuer listed on Stock Exchange. Both Ms. Ying Zhao and Ms. Pung Fei Chan
will be advised by a Hong Kong legal adviser engaged by the Company as to Hong Kong laws
and the Company’s Compliance Adviser when required.

As Ms. Ying Zhao does not possess the specified qualification required by Rule 3.28 of
the Listing Rules, and may not possess the relevant experience as required by the Stock
Exchange, we have applied to the Stock Exchange for, and the Stock Exchange has granted, a
waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing
Rules on the condition that we have appointed Ms. Pung Fei Chan, who meets the requirements
under Rule 3.28 of the Listing Rules, as a joint company secretary to work closely with and
to provide assistance to Ms. Ying Zhao in the discharge of her duties as a company secretary
for an initial period of three years commencing from the Listing Date so as to enable Ms. Ying
Zhao to acquire the relevant experience (as required under Rule 3.28 of the Listing Rules) to
discharge the duties and responsibilities as a company secretary.

Upon expiry of the initial three-year period, the qualifications of Ms. Ying Zhao will be
re-evaluated to determine whether the requirements as stipulated in Rule 3.28 of the Listing
Rules can be satisfied and to decide whether further assistance by Ms. Pung Fei Chan to Ms.
Ying Zhao would be necessary. Our Company would liaise with the Stock Exchange to
demonstrate to their satisfaction that Ms. Ying Zhao, having the benefit of Ms. Pung Fei Chan’s
assistance for three years, would have acquired the relevant experience within the meaning of
Rule 3.28 of the Listing Rules so that a further waiver would not be necessary.

See “Directors and Senior Management” for further information regarding the
qualifications of Ms. Ying Zhao and Ms. Pung Fei Chan.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information with regard to our Group. Our Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief the information contained in this
prospectus is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement herein or this
prospectus misleading.

GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering
which forms part of the Global Offering. For applicants under the Hong Kong Public Offering,
this prospectus and the Application Forms contain the terms and conditions of the Hong Kong
Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained
and representations made in this prospectus and the Application Forms and on the terms and
subject to the conditions set out herein and therein. No person is authorised to give any
information in connection with the Global Offering or to make any representation not
contained in this prospectus and the relevant Application Forms, and any information or
representation not contained herein and therein must not be relied upon as having been
authorised by our Company, the Sole Sponsor, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers and any of the Underwriters, any of their respective
directors, agents, employees or advisers or any other party involved in the Global Offering.

The Listing is sponsored by the Sole Sponsor and the Global Offering is managed by the
Global Coordinator. Pursuant to the Hong Kong Underwriting Agreement, the Hong Kong
Public Offering is fully underwritten by the Hong Kong Underwriters under the terms of the
Hong Kong Underwriting Agreement, subject to agreement on the Offer Price to be determined
between the Global Coordinator (on behalf of the Underwriters) and our Company on the Price
Determination Date. The International Offering is expected to be fully underwritten by the
International Underwriters subject to the terms and conditions of the International
Underwriting Agreement, which is expected to be entered into on or about the Price
Determination Date.

The Offer Price is expected to be fixed among the Sole Global Coordinator (on behalf of
the Underwriters) and our Company on the Price Determination Date. The Price Determination
Date is expected to be on or around Monday, November 18, 2019 and, in any event, not later
than Tuesday, November 19, 2019, or such other date as agreed between the parties to the Price
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Determination Agreement. If, for whatever reason, the Offer Price is not agreed between the
Sole Global Coordinator and our Company on or before Tuesday, November 19, 2019, or such
other date as agreed between the parties to the Price Determination Agreement, the Global
Offering will not become unconditional and will lapse immediately.

See the section headed “Underwriting” for further information about the Underwriters and
the underwriting arrangements.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The application procedures for the Hong Kong Offer Shares are set forth in the section
headed “How to Apply for the Hong Kong Offer Shares” and on the relevant Application
Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in
the section headed “Structure of the Global Offering.”

SELLING RESTRICTIONS ON OFFERS AND SALE OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by his/her acquisition of Offer Shares to, confirm that he/she
is aware of the restrictions on offers for the Offer Shares described in this prospectus and on
the relevant Application Forms.

No action has been taken to permit a public offering of the Offer Shares in any
jurisdiction other than in Hong Kong, or the distribution of this prospectus and/or the
Application Forms in any jurisdiction other than Hong Kong. Accordingly, this prospectus may
not be used for the purpose of, and does not constitute an offer or invitation in any jurisdiction
or in any circumstances in which such an offer or invitation is not authorised or to any person
to whom it is unlawful to make such an offer or invitation. The distribution of this prospectus
and the offering and sale of the Offer Shares in other jurisdictions are subject to restrictions
and may not be made except as permitted under the applicable securities laws of such
jurisdictions pursuant to registration with or authorisation by the relevant securities regulatory
authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE
We have applied to the Listing Committee for the listing of, and permission to deal in, the

Shares in issue and to be issued pursuant to the Global Offering (including the Shares which
may be issued pursuant to the exercise of the Over-allotment Option).
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Dealings in the Shares on the Stock Exchange are expected to commence on Monday,
November 25, 2019. No part of our Shares or loan capital is listed on or dealt in on any other
stock exchange and no such listing or permission to list is being or proposed to be sought. All
the Offer Shares will be registered on the Hong Kong Share Registrar of our Company in order
to enable them to be traded on the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of,
and permission to deal in, the Shares on the Stock Exchange is refused before the expiration
of three weeks from the date of the closing of the application lists, or such longer period (not
exceeding six weeks) as may, within the said three weeks, be notified to our Company by the
Stock Exchange.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and Stabilisation are set
out in the section headed “Structure of the Global Offering.” Assuming that the Over-allotment
Option is exercised in full, the Company may be required to issue and allot up to an aggregate
of 92,506,000 Offer Shares.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock
Exchange and compliance with the stock admission requirements of HKSCC, the Shares will
be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS
with effect from the Listing Date or on any other date as determined by HKSCC. Settlement
of transactions between participants of the Stock Exchange is required to take place in CCASS
on the second business day after any trading day. All activities under CCASS are subject to the
General Rules of CCASS and CCASS Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS.
Investors should seek the advice of their stockbroker or other professional adviser for details
of those settlement arrangements and how such arrangements will affect their rights and
interests.

SHARE REGISTRAR AND STAMP DUTY

Our register of members will be maintained in Hong Kong by our Hong Kong Share
Registrar, Tricor Investor Services Limited.

All Offer Shares issued pursuant to applications made in the Hong Kong Public Offering
and the International Offering will be registered on the Hong Kong register of members of our
Company in Hong Kong. Dealings in the Shares registered in our Hong Kong register of
members will be subject to Hong Kong stamp duty. For further details of Hong Kong stamp
duty, please seek professional tax advice.
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PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, holding and
dealing in the Shares or exercising any rights attached to them. It is emphasised that none of
us, the Sole Sponsor, the Sole Global Coordinator, the Joint Bookrunners, the Joint Lead
Managers, the Underwriters, any of our/their respective affiliates, directors, supervisors,
employees, agents or advisers or any other party involved in the Global Offering accepts
responsibility for any tax effects on or liabilities of holders of the Shares resulting from the
subscription, purchase, holding or disposal of the Shares exercising any rights attached to
them.

EXCHANGE RATE CONVERSION

Solely for convenience purposes, this prospectus includes translations among certain
amounts denominated in South African Rand (ZAR), Hong Kong dollars and U.S. dollars. No
representation is made that the South African Rand amounts could actually be converted into
another currency at the rates indicated, or at all. Unless otherwise indicated, (i) the translation
between Renminbi and U.S. dollars was made at the rate of RMB6.87 to US$1, being the noon
buying rate as set forth in the H.10 statistical release of the United States Federal Reserve
Board on June 28, 2019; (ii) the translations between U.S. dollars and Hong Kong dollars were
made at the rate of HK$7.81 to US$1, being the noon buying rate as set forth in the H.10
statistical release of the United States Federal Reserve Board on June 28, 2019; (iii) the
translations between U.S. dollars and South African Rand for our historical financial
information were made at ZAR14.7, ZAR13.3 and ZAR13.2 per US$1 in 2016, 2017, 2018 (the
average yearly rate), respectively, for income statement and cash flow statement items, and at
ZAR13.7, ZAR12.3 and ZAR14.4 per US$1 as of December 31, 2016, 2017, 2018 (the closing
rate as of the year end), respectively, for balance sheet items; (iv) the translations between U.S.
dollars and South African Rand for our stub period financial information were made at the rate
of ZAR12.3 and ZAR14.2 to US$1 (the average daily rate in the six months ended June 30,
2018 and 2019) for income statement and cash flow statement items, and at ZAR14.1 to US$1
(the closing rate as of June 28, 2019) for balance sheet items; and (v) the translations between
U.S. dollars and South African Rand for our financial information after the Track Record
Period were made at the rate of ZAR14.4 to US$1 (the average daily rate in the nine months
ended September 30, 2019) for income statement and cash flow statement items, and at
ZARI15.2 to US$1 (the closing rate as of September 30, 2019) for balance sheet items.

TRANSLATION

If there is any inconsistency between the English version of this prospectus and the
Chinese translation of this prospectus, the English version of this prospectus shall prevail
unless otherwise stated. However, if there is any inconsistency between the names of any of
the entities mentioned in this English prospectus which are not in the English language and
their English translations, the names in their respective original languages shall prevail.

ROUNDING

Any discrepancies in any table in this prospectus between total and sum of amounts listed
therein are due to rounding.
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DIRECTORS

Name

Address

Nationality

Executive Director

Mr. Xia Dong ((EX)

Non-Executive Directors

Mr. Sheng Zhang (5Rf&)

Mr. Yue Bao (fifi$)

Mr. Quanyou Zhang
(REA)

Room 002

2 Old House Lane
Melrose Arch
Melrose North
Johannesburg, 2196
South Africa

Room 814, Building 7
No. 1 Xitucheng Road
Haidian District
Beijing

PRC

Room 2109, Building 6
Xingidian Jiayuan

No. 5 Changchungiao Road

Haidian District
Beijing
PRC

Room 2108, Building 3

Zhixueyuan

No. 29 Xierqi West Road

Haidian District
Beijing
PRC
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Name Address Nationality

Independent non-executive Directors

Mr. Vincent Marshall Kwan 1/F Chinese
Ho Lee (ZH %) 30 Kennedy Road (Hong Kong)
Hong Kong
Mr. Meifeng Cai (%5314) Room 113, Building 51 Chinese

the University of Science
and Technology Beijing
No. 30 Xueyuan Road
Haidian District

Beijing
PRC

Mr. Jia He (fo[{F) Room 1101, Jiaoshi Apartment 3 Chinese
Southern University of Science (Hong Kong)

and Technology of China
No. 1088 Xueyuan Road
Nanshan District
Shenzhen

Guangdong Province
PRC

Further information is disclosed in the section headed “Directors and Senior

Management” in this prospectus.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor CLSA Capital Markets Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Sole Global Coordinator CLSA Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Joint Bookrunners CLSA Limited
18/F One Pacific Place
88 Queensway
Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Central, Hong Kong

Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Joint Lead Managers CLSA Limited
18/F One Pacific Place
88 Queensway
Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Central, Hong Kong

Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong
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Legal Advisers to the Company As to Hong Kong law and United States law
Kirkland & Ellis
26th Floor, Gloucester Tower
The Landmark
15 Queen’s Road Central
Hong Kong

As to South African law
Werksmans Attorneys
The Central

96 Rivonia Road
Sandton

Johannesburg 2196
South Africa

ENSafrica

The MARC Tower 1
129 Rivonia Road
Sandton
Johannesburg 2196
South Africa

As to PRC law

Commerce & Finance Law Offices
6F, NCI Tower

A12 Jianguomenwai Avenue

Beijing 100022

PRC
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Legal Advisers to the Underwriters As to Hong Kong law and United States law
Allen & Overy
9th Floor
Three Exchange Square
Central
Hong Kong

As to South African law
Webber Wentzel

90 Rivonia Road
Sandton

Johannesburg 2196
South Africa

Auditors and Reporting Accountants Certified Public Accountants
Ernst & Young
22/F, CITIC Tower
1 Tim Mei Avenue
Central
Hong Kong

Industry Consultant Frost & Sullivan International Limited
1706, One Exchange Square
8 Connaught Place
Central, Hong Kong

Competent Person SRK Consulting (South Africa) (Pty) Ltd.
SRK House
265 Oxford Road
Illovo
Johannesburg 2196
South Africa

Receiving Bank Bank of China (Hong Kong) Limited

1 Garden Road
Hong Kong
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Registered Office and Principal Place of Room 1901, 19/F, Lee Garden One

Business in Hong Kong 33 Hysan Avenue
Causeway Bay
Hong Kong
Head Office and Principal Place of Office 302, Third Floor
Business in South Africa 30 Melrose Boulevard

Melrose Arch
Melrose North
Johannesburg 2196
South Africa

Company Website www.heavensentgold.com (the

information contained on the website does

not form part of this prospectus)

Joint Company Secretaries Ms. Ying Zhao (#i%%)
Room 1901, 19/F, Lee Garden One
33 Hysan Avenue
Causeway Bay
Hong Kong

Ms. Pung Fei Chan (B LSE) (ACIS; ACS)
Room 1901, 19/F, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

Authorized Representatives Mr. Sheng Zhang (5 %)
Room 814, Building 7
No. 1 Xitucheng Road
Haidian District
Beijing
PRC

Ms. Ying Zhao (#8%%)

Room 1901, 19/F, Lee Garden One
33 Hysan Avenue

Causeway Bay

Hong Kong
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Audit Committee Mr. Jia He (fi[{%) (Chairman)
Mr. Quanyou Zhang (iR2H)
Mr. Vincent Marshall Kwan Ho Lee
(R

Remuneration Committee Mr. Vincent Marshall Kwan Ho Lee
(B ZE) (Chairman)
Mr. Xia Dong (#X)
Mr. Jia He (fi[f#)

Nomination Committee Mr. Sheng Zhang (/%) (Chairman)
Mr. Vincent Marshall Kwan Ho Lee
(ZHZ)
Mr. Meifeng Cai (%53£05)

Risk Management Committee Mr. Yue Bao (f#18§) (Chairman)
Mr. Vincent Marshall Kwan Ho Lee
(R
Mr. Meifeng Cai (253£05)

Hong Kong Share Registrar Tricor Investor Services Limited
Level 54 Hopewell Centre
183 Queen’s Road East
Hong Kong

Compliance Adviser Anglo Chinese Corporate Finance,
Limited
40th Floor
Two Exchange Square
8 Connaught Place
Central
Hong Kong

Principal Banker Rand Merchant Bank,
A Division of FirstRand Bank Limited
1 Merchant Place
Cnr Fredman Drive & Rivonia Road
Sandton
Johannesburg, 2196
South Africa
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The information presented in this section is derived from various official
government publications and other publications and from the market research report
prepared by Frost & Sullivan which was commissioned by us, or the Frost & Sullivan
Report, unless otherwise indicated. We believe that the sources of such information are
appropriate sources for such information and we have taken reasonable care in
extracting and reproducing such information. We have no reason to believe that such
information is false or misleading in any material respect or that any fact has been
omitted that would render such information false or misleading in any material respect.
Our Directors confirm that, after taking reasonable care, there is no adverse change in
the market information that would qualify, contradict or have a material impact on such
information since the date of the Frost & Sullivan Report. The information has not been
independently verified by our Company, the Sole Sponsor, the Sole Global Coordinator,
the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our or their
respective directors, officers or representatives or any other person involved in the
Global Offering (except Frost & Sullivan) and no representation is given as to its
accuracy. The information and statistics may not be consistent with other information and
statistics compiled within or outside of China.

THE FROST & SULLIVAN REPORT

s

This “Industry Overview” section contains information extracted from a commissioned
report, or the Frost & Sullivan Report, prepared by Frost & Sullivan for purposes of this
prospectus. The contract sum to Frost & Sullivan is US$132,000 for the preparation and use
of the Frost & Sullivan Report, and we believe that such fees are consistent with the market

rate.
Research Methodologies

In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan has adopted the
following methodologies: (i) primary research including interviewing industry insiders,
competitors, downstream customers and recognized third-party industry associations, (ii)
secondary research including reviewing corporate annual reports, databases of relevant official
authorities, independent research reports and publications, as well as the exclusive database
established by Frost & Sullivan over the past decades and (iii) projected data obtained from
historical data analysis plotted against macroeconomic data as well as specific industry-related
drivers.

Forecasting Bases and Assumptions

Frost & Sullivan prepared the Frost & Sullivan Report on the following bases and
assumptions: (i) global and South Africa’s economy is expected to maintain steady growth; (ii)
global and South Africa’s geo-political and social-political environment is expected to remain
stable; and (iii) macroeconomic and microeconomic trends specific to gold industry are
expected to remain stable.
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About Frost & Sullivan

Frost & Sullivan is an independent global consulting firm founded in New York in 1961.
It offers industry research, market strategies and growth consulting and corporate training
services. Its industry coverage includes automotive and transportation, chemicals, materials
and food, commercial aviation, consumer products, energy and power systems, environment
and building technologies, healthcare, industrial automation and electronics, industrial and
machinery, and technology, media and telecom, and financial services.

GLOBAL GOLD INDUSTRY
Introduction

Gold is both a commodity and a monetary asset. As a commodity, gold is primarily used
in the production of jewelry, coinage, electronics and other industrial and decorative
application. While being a monetary asset, gold is primarily used for monetary exchange and
investment purposes. Gold is often regarded as one of the world’s oldest international
currencies.
Gold Supply and Demand

Global Gold Supply

The table below shows global gold supply by volume for the years indicated:

CAGR (13-18) 13% 1.9% 1.0%
CAGR (18-23E) 3.8% 12% 0.2%

Tons

20007y 4461 yaug M1 4308 4490 099 4671 4643 4579 4533

4,500 1
4,000 1
3,500 1
3,000
2,500 1
2,000 1
1,500 1
1,000 1

500 1

2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E

B Recycled Gold B Mining Production*

* Includes net producer hedging

Source: World Gold Council, Frost & Sullivan
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Mining production and recycled gold were the two major resources of global gold supply.
Over 70% of the gold supplied was from mining production since 2013 and the ratio has been
stable in recent years.

The annual total supply of gold was relatively stable from 2013 to 2018. The total gold
supply in 2018 increased by 2.1% from 2017, due to the increase in both mine production and
recycled gold. The mine production is expected to be flat from 2018 to 2023. The supply of
recycled gold is mainly affected by the gold price and may rise in 2019 due to the increase of
gold price.

The table below shows global gold mining production by geographical location in 2018:

Total Mining Production = 3,346.9 tons

China

Other Countries

Australia

40.7%

94%  Russia

United States

3.1%

Brazil Canada

Uzbekistan Yeru
Mexlco \

lsouth Africa

——

Source: U.S. Geographical Survey, Frost & Sullivan

China was the largest gold mining producers in 2018 and accounted for 12.0% of global
gold mining supply, followed by Australia and Russia. Mining production of gold by South
Africa was 132 tons in 2018 and accounted for 3.9% of global gold mining supply in 2018.
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Global Gold Demand

The table below shows global gold demand volume by end use for the years indicated:

CAGR (13-18) -3.9% 8.0% 0.9% -1.2% -0.5%
Tons

6.000 CAGR (18-23E) -0.5% 3.6% -2.1% 1.5% 0.6%

5,500 -
5.000 - 4448
4500 - 4;‘;23 42670 40114 43088 40717 4345.1
4,000 -
3,500 -
3,000 -
2,500 -
2,000 -
1,500
1,000
500 -

45218 43786 4.469.1 44338 44774

3409 3505 3554 3607
3484  p3pq 3225 33;pg 3346 345.1

623.8 5839 5667 383.6 3714 6515 651.5 634.1 617.3  600.8 584.8

2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E

Technology Central banks M Investment [l Jewellery

Source: World Gold Council, Frost & Sullivan

Global gold demand can be divided into demand for gold jewelry, private and institutional
investment, technology application and gold reserve management by central banks.

The gold demand for jewelry is expected to see a slight decrease in the next few years.
The gold investment demand decreased in 2018, mainly suffering from the decreased demand
for gold ETFs. The private and institutional investment for gold is expected to fluctuate in the
next few years, affected by investors’ sentiment over multiple factors, including potential U.S.
interest rate hike, strong U.S. dollar and global political uncertainty. As more applications of
gold in industry are developed, gold demand in technology is expected to grow moderately. The
central bank demand from countries including Russia and China increased since the first half
of 2018 in order to restore financial stability and is expected to remain a high level in 2019.
Russia increased its official gold holdings by around 270 tons during 2018 and continued
purchase of gold in January of 2019. China added over 30 tons to its official gold holdings from
December 2018 to February of 2019.
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The table below sets forth breakdown of global gold consumer demand by geographical
location in 2018:

Total Consumer Demand = 3,290.1 tons

Others

China
31.6%

Vietnam
Saudi Arabia 1.59%1.8%!
Indonesia 1.9%

Iran 2-8
Thailand Ygheed
Turkey o

United States G4

Europe

Note: the above breakdown shows global consumer demand which excludes the demand for ETFs, Technology and
Central Banks from the global demand

Source: World Gold Council, Frost & Sullivan

In terms of geographical consumption of gold, China consumed the most gold in 2018,
amounting to 1,040.4 tons for the purpose of jewelry crafting and bar and coins. India and
Europe followed China and ranked second and third, with market share of 23.1% and 7.4%,
respectively.

The table below sets forth breakdown of global gold consumer demand by product type
in 2018:

Total Consumer Demand = 3,290.1 tons

Medals/Imitation Coin
Official Coin

Physical Bar
demand

Jewelry

Source: World Gold Council, Frost & Sullivan

Jewelry, along with bar and coins are the two major product types of gold, occupying
around 75% of total gold demand. In 2018, total consumption of gold for abovementioned
usages reached 3,290.1 tons, with jewelry usage taking the most percentage of 66.9%.
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Global Gold Reserves

The table below illustrates global gold reserve holdings by countries in 2018:

Total Reserves = 54,000.0 tons

Tons

10,000 o 2800

9,000 —
8,000 —
7,000 — ==
6,000 — 5,300
5,000 +
4,000 —
2,600 2,500 2,400

2,000 2,000
2,000 1,800

1
1
1
1
1 3,000
1
1
1
1

1
1
1
1
1
3.000 - !
1
1
1
1

1,000 +

Australia | South | Russia United Peru Indonesia Brazil Canada China Uzbekistan
\ Africa ) States

Source: U.S. Geographical Survey , Frost and Sullivan

By the end of 2018, around 54,000 tons of gold reserves were discovered all over the
world. Australia is the country with largest reserve of gold in the world and is the second
largest gold producer in 2018. South Africa, with gold reserve of 6,000 tons, accounts for
11.1% of gold reserves in the world and is the country with the second largest reserve of gold
in 2018.

SOUTH AFRICA’S GOLD INDUSTRY

South African currency depreciated against US dollar from 2011 to 2016, but it
appreciated by 9.4% and 0.5% in 2017 and 2018, respectively, and averaged ZAR 13.3 and 13.2
per US dollar in 2017 and 2018. ZAR may continue to depreciate in the coming years, as global
investors generally believe economic expansion in the United States remain on track, while
there is general pessimism about South Africa’s economic prospects.
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South Africa’s Value Chain of Gold Industry

The table below illustrates South Africa’s value chain of gold industry:

Import/Export South African Reserve Bank
Unfinished Gold/ Permit by Precious Monitors and regulates all gold prices, trading and oversees
Dore Bar Metals Regulator in taxing brackets
South Africa =

South African Bullion Bank

Rand Refinery

Mining Operations
Finished Gold

ment, hedging
& Bar and Coin

Gold producers in South Africa generally do not sell finished products and rarely engage
in marketing activities. Most of the gold mined needs to be refined by Rand Refinery before
sale. Rand Refinery is the largest refinery in Africa and is registered under the London Bullion
Market Association who sets the refining standards. Rand Refinery markets and sells the
finished gold, and has custody of gold for South African bullion banks as well. When selling
to South African bullion banks, Rand Refinery often serves as an agent for the gold mining

companies.

It is a common practice for South Africa gold mining companies to use Rand Refinery as
an agent to sell gold to end customers as Rand Refinery is a dominant gold refinery in South
Africa and has well-established global sales network and distributors. In its capacity as agent,
it could provide comprehensive services to its clients, including 24-hour turnaround of
assaying, state-of-the-art vaulting and international logistics services. Major gold companies in
South Africa like Harmony, Sibanye, AngloGold and Gold Fields all use Rand Refinery to
refine market and sell their gold. In addition, Rand Refinery offers a range of physical
investment produces such as gold kilo bars, gold Krugerrands, and gold minted bars in various
sizes and designs. Its customer includes bullion banks, jewelry manufacturers, distributors and

retailers, mints, etc.

Mine Grades

Gold mining in South Africa started over a century ago with the most high-grade gold
deposits exploited first and subsequently depleted. Contemporary South African gold mining
companies have to optimize their business operations for the remaining low-grade mines and
the deep lying deposits, which is crucial in order to derive the optimal value for the gold

produced under less favourable conditions.
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The average South African gold ore grade has declined significantly from approximately
12g/t in the 1970s to less than 3g/t currently. Such trend is in combination with increasing
depth of mines and increasing production costs, which have posted challenges for gold mining
companies in South Africa. Globally, the gold ore grades in major gold mining production
countries also saw a constant declining trend over the same period. For example, the average
gold ore grade of Australia has declined from over 3g/t in 1970s to less than 2g/t by now.

South Africa’s Gold Supply and Demand
Gold Supply in South Africa

The table below shows South Africa’s fine gold production by volume for the years
indicated:
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Gold production in South Africa has demonstrated a steady decline trend for the past few
years. The major market players are struggling with carrying out restructuring and
consolidation of their South African gold operations. The decline of gold production level in
2018 is mainly due to the closure of several major gold mines, unexpected operational
disruptions caused by labor strike, power outage and inclement weathers, which, in particular,
severely affects the operation of Sibanye.

As for the midterm future till 2023, gold production in South Africa is anticipated to
recover mildly, attributed to the increasing gold production from new gold projects, e.g.
Elikhulu of Pan African resources, Far West Gold Recoveries Project of DRDGold Limited and
South Deep exploration of Goldfields. Moreover, such increase is also in tandem with the
expected recovery of gold price driven by increasing gold demand and weak performance of
rand against U.S. dollar.
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As an important mining method, deep underground mining is necessary when the
overburden is so thick that open-pit mining cannot have access to the resources. It has some
key characteristics, for example, the reserve/resource identification of deep underground mines
needs to be conducted step by step. As the mining activities proceed, more resources will be
converted to reserves and mine life will be extended. As the deep underground mining costs
more than open-pit mining, it also needs to be considered that whether deep drilling would
worth the cost. After a long history of gold mining activities, currently a majority of gold mines
of South African gold producers are deep underground mines, generally between 1,500 to 3,000
meters in depth.

Gold Demand in South Africa

The tables below show breakdown of gold demand in South Africa by end use:
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The majority percentage of gold produced in South Africa is exported beyond the national
boundary to fulfil global demand. Currently, approximately 80% of South Africa sales of gold

is to serve the global market.

Domestic demand on gold is mainly for the purpose of jewelry processing, investment in
gold ETFs, as well as gold coins and bars purchase. South Africa gold coins, also known as
Krugerrand, is the world’s most widely held and actively traded gold bullion coin.

Going forward, demand on gold in South Africa is projected to grow mildly as local

citizens lean to hold gold (e.g., in form of Krugerrand) for value preservation against currency
risk, inflation risk and potential general instabilities.
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GLOBAL GOLD PRICES

The table below shows quarterly average global gold spot price denominated in ZAR and
U.S. dollar, respectively, for the years indicated. The forecast of global gold price is based on
analyses conducted by Frost & Sullivan and may not reflect the future trend of global gold
price.
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As a gold price taker, South African gold mining industry in 2018 faced an improved gold
price in ZAR compared with 2017. Going forward, due to rebounding gold price in U.S. dollar
in 2019 and depreciation of ZAR against U.S. dollar, the gold price in ZAR 1is expect to recover
which eases the pressure on business operation and improve the profit margin for South African
domestic gold miners as their revenue is usually denominated in U.S. dollar while their costs
are denominated in ZAR. Investment tends to flow into gold and gold by-products for value
hedging due to the increasing concerns on geographical uncertainties, e.g. political and
economic instabilities in Europe, higher financial market volatilities and increasing likelihood
of global recession.
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HEDGING

Hedging, or forward sale of gold at set prices, is a means whereby gold producers and
other suppliers can use to maintain the future profitability of their operations to certain extent
by locking in prevailing prices. Hedging also tends to force down near-term prices for both
hedgers and non-hedgers.

Gold hedging has been undertaken by various South African gold producers in the past.
Some of the large South African gold producers that have employed hedging include Harmony,
Gold Fields and Pan African Resources, etc. Such near-term hedging activities engaged by gold
producers are expected to continue in the near future. Generally, gold producers in South Africa
have been entering into hedging activities in view of the abovementioned.

MARKET DRIVERS, RESTRAINTS AND ENTRY BARRIERS

Market Drivers

The factors that drive the global and South African gold market include the following:

. Promotion of modernization to rejuvenate South Africa gold mining industry. South
Africa’s gold mining industry has developed for more than 100 years adopting an
almost-unchanged manual drill-and-blast approach, which results in soaring
production cost and diminishing output level. The deterioration of profitability for
South Africa gold producers can be only improved through applying the
modernization and mechanization reform, as emphasized and promoted by the
Mineral Council of South Africa. By replacing labor intensive works with
machinery’s business operation, South Africa gold mining industry will witness its
rejuvenation in form of, for instance, gold productivity improvement, fatal accidents

minimization and reduction of cost.

. Geopolitical uncertainty to increase gold demand. Higher financial market
volatilities, increasing political and geographical instabilities in Europe and
potential expansion of protectionist polities have been raising concerns on the global
economy recession. Given people’s risk aversion attitude when facing uncertainties
and gold’s nature of value preservation compared with paper currencies, demand of
gold is expected to increase, thus further boost South Africa’s gold industry
development.

. Higher gold price in ZAR to spur investment in South African gold industry. Global
robust demand on gold for the purpose of hedging uncertainty or consumption
driven mainly by emerging markets fuels the future upward trend of gold price.
Moreover, anticipated depreciation of ZAR to U.S. dollar will lead to a higher gold
price in ZAR. Increase in gold price denominated in ZAR may attract various funds
to flow into South African gold mining industry and spur the industrial development.
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Market Restraints

The factors that restrain the global gold market include: (i) squeezed profit margin due to
high production costs, (ii) depletion of gold mining reserves and (iii) operation stoppage

caused by increasing fatal accidents.

Entry Barriers

Principal entry barriers to the gold mining industry include the following:

. High capital cost. High initial capital outlay even for small operations is required in
the gold mining sector. Capital costs include exploration cost before the
commencement of mining, and costs incurred for accessing the ore body, installing
infrastructure, complying environmental requirements, applying licenses, sinking
shafts and removing initial overburden. Capital costs form a significant entry barrier
of the South African gold market.

. Stringent regulatory requirement. South African gold mining industry is governed
by various policies and regulations, including the NEMA, the MPRDA and the
Waste Act. Such legislation imposes various obligations on gold mining enterprises,
such as annual rehabilitation plans, environmental risk assessment report and mining
licenses. Such strict regulatory requirements create market entry barrier to new
entrants to the South African gold mining industry.

. High environmental rehabilitation costs. South African gold mining companies are
required to disclose and carry out progressive land rehabilitation exercise to ensure
land recovery, which demands substantial amount of money to be reserved.
Moreover, tremendous cost will incur in relation to cleaning up acid mine drainage,
contamination on soil and even dealing with potential health issues of local
communities, if rehabilitation and mitigation measurements are done
inappropriately. As such, higher environmental treatment expenditures pose a
concern for investors to enter the market.

COMPETITION
Overview

The top five gold producers in South Africa accounted for around 76% of the total gold
mining production in that country in terms of gold production volume in 2018. Most of these
top gold producers conduct international operations and projects in several continents

including Australia, America, etc. Company A produced the largest amount of gold in South
Africa in 2018, accounting for around 29.3% of the gold production in South Africa.
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The table below shows breakdown of key competitors’ market share by gold production

in 2018:

Rank Company Name Production (ton) Market Share
1 Company A 38.8 29.3%
2 Company B 36.6 27.7%
3 Company C 15.1 11.4%
4 The Company 5.2 3.9%
5 Company D 4.9 3.7%

Others 31.6 24.0%

Total 132.2 100%

Source: Frost & Sullivan

The following is a brief description of the key market players in South Africa:

Company A. Company A is a gold mining and exploration company with 68 years of
history conducting mining activities in South Africa, one of the world’s best-known
gold mining regions, and in Papua New Guinea, one of the world’s premier new
gold-copper regions. Company A’s business is to unlock and create value from the
ore bodies it owns by safely, profitably and cost effectively extracting gold.

Company B. Company B is an independent, global, precious metals mining
company, produces a unique mix of metals that includes gold and PGMs. Domiciled
in South Africa, Company B owns and operates a portfolio of high-quality
operations and projects, which are located in two regions: the Southern Africa region
and the United States. In South Africa, Company B mines, extracts and processes

gold-bearing ore to produce beneficiated products.

Company C. Company C is an international gold mining company with a globally
diverse, high-quality portfolio of operations and projects, is headquartered in
Johannesburg, South Africa. Their business activities span the full spectrum of the
mining value chain, including mitigating their impact on the communities and
environments in which they operate. Company C has operations in ten countries
including long-life operating assets with differing orebody types, located in key

gold-producing regions.
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. Company D. Company D is a globally diversified gold producer with seven
operating mines in Australia, Ghana, Peru and South Africa, and a total attributable
annual gold-equivalent production of approximately 2.0 million ounces. Company D
manages near-mine exploration and the process of closing their mines in a
responsible manner, sells gold bullion to authorized bullion banks, keeps improving
the cost and production profile of their portfolio and extracts gold-bearing ore.

AISC and Operational Efficiency
AISC

Adopted by the World Gold Council in June 2013, AISC is a recognized method of
evaluating gold producers’ current and sustaining operational efficiency. AISC is the total
sustaining costs for mining operations of a gold producer and usually denominated in US dollar

per ounce of gold produced. The table below illustrates the calculation rule of AISC:

Defined Cost (All related to current sustaining operations) Symbol

All Operating Costs (sustained costs). . .. ............... 1
Corporate General & Administrative Costs . . . . ........... m
Reclamation & Remediation Costs (accretion & amortization). . n
Exploration & Study Costs (sustained) . .. ............... 0
Capital Exploration (sustained) . .. .................... P
Capitalised Stripping & Underground Mine Development
(sustained) . ....... .. ... q
Capital Expenditure (sustained). .. .................... r
All-in Sustaining Costs . . . ........... ... .. ... ... s=l+m+n+o0+p+q+r

Note: The calculation excludes the costs associated with new operations and projects that will materially
increase the overall production.
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Operational Efficiency

The tables below show the comparison in AISC per ton milled underground, operating
cost per ton milled underground, tons milled underground per employee and AISC per ounce
of gold produced among top five South African gold producers in terms of production volume
in 2018:

/AISC per Ton Milled Operating Cost per Ton Tons Milled Underground AISC per Ounce of Gold \
Underground” in 2018 Milled Underground in per Employee® in 2018 Produced” in 2018
(US$/Ton) 2018 (US$/Ton) (Ton/employee) (US$/0z)

F == = = maage = e = == —— -

I The Company 178 160 1 Company D 284 Company A

Company B 221 190 Company A 229 Company B

s ===
Company D 226 198 | The Company 189 | Company C
! I
I
Company A 228 189 Company B 184 1 The Company
[ e
Company C 329 291 Company C 74 Company D

N

Source: Company Report, Frost & Sullivan

Notes:

(1)  AISC per ton milled underground refers to the accumulated all-in sustainable cost (AISC) in underground
mines per tons of ore milled. Assuming the same level of grade of ore, lower AISC per ton milled underground
will correspondingly lead to lower AISC per ounce of gold produced for underground mines. However, the
difference in the grade of underground mines would lead to the discrepancy between AISC per ton milled
underground and AISC per ounce of gold produced.

(2)  Tons milled underground per employee refers to the ratio of tons milled per year to the year-end total number
of employees (including permanent employees and contractors) in underground mining operations.

In terms of the operating cost and AISC per ton milled underground during 2018, the
Company maintained the lowest cost level among the major gold producers in South Africa.
For the tons milled underground per employee, the Company ranked third in 2018, indicating
a relatively high operation efficiency.
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KEY COST COMPONENTS

The South African gold mining industry is labor intensive and is characterized by high
operational costs and fluctuated revenues. Labor and power are the major cost elements of gold
mining industry in South Africa.

Labor Costs

Labor costs represent one of the largest shares of total costs in South African gold mining
industry.

Labor costs increase over years due to deteriorating working environment and risky job
nature. Per capita wages per year increased from ZAR156.4 thousand in 2012 to ZAR262.2
thousand in 2018. In 2018, a slight decline in per capita wages was caused by jobs and wages
cuts due to disruptive labor strike. As mining workers intend to seek for higher pay to
compensate their risks at work, labor cost per capita is expected to increase in the future.

Utilities Costs

Electricity and water price in mining sector in South Africa has been rising steadily
during 2012 to 2018. The average electricity prices in mining sector in South Africa increased
from ZARO0.501/kWh in 2012 to ZAR0.869/kWh. The Producer Price Index (PPI), which
measures changes in the prices of locally produced commodities, increased to 185.3 in 2018
compared with the basis of 100.0 in 2012 for water in South Africa. Eskom, the main electricity
supplier in South Africa, has been increasing the electricity costs in the past years. The
electricity price is expected to keep rising in the future, due to the steep increase in the demand
for energy in South Africa as a result of steady economic growth, increasing focus on
industrialization and electrification programs to take power into deep rural areas.

LABOR UNIONS IN SOUTH AFRICA
Major labor unions in the gold mining industry in South Africa include:
. AMCU. AMCU has around 250,000 members from all sectors that it represents,
namely, construction, mining, security, cleaners and logistics industry workers. It
has approximately 27,155 members in the gold mining industry in South Africa.

. NUM. NUM has 39,814 members in the gold industry in South Africa.

. NUMSA. NUMSA is the biggest metal workers trade union in South Africa with
more than 338,000 members. It has 886 members in the gold mining industry.

. SLU. SLU is one of the oldest independent trade unions in South Africa. It has
approximately 2,036 members in the gold mining industry in South Africa.

. UASA. UASA has approximately 3,997 members in the gold mining industry.

As of August 2018, there were approximately 75,000 members registered as members of
labor unions in the gold mining industry.
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OVERVIEW OF SOUTH AFRICAN LEGAL ENVIRONMENT

According to Doing Business 2019 data published by the World Bank, South Africa

>

ranked 82 out of 190 economies in terms of “ease of doing business,” which demonstrates
South Africa’s relative reliable regulatory environment to the operation of a local firm.
According to the same source, South Africa ranked 23 out of 190 in terms of “protecting
minority investors.” All directors have a duty to disclose any personal financial interest in a
transaction. Directors can be held personally liable for any loss, damages or costs sustained by
the Company as a result of a breach of their fiduciary duties. South Africa also ranked 115 of
190 in terms of “enforcing contracts,” as resolving a commercial dispute in South Africa on
average takes 600 days, according to the same source. In addition, according to the Doing
Business 2019 data, the steps involved in enforcing a contract in the event of a dispute are (i)
filing and service; (ii) trial and judgment; and (iii) enforcement of judgment, and the cost to
enforce a contract is approximately 33.2% of the claim amount. We have not encountered any
material difficulties in enforcing contracts in South Africa. South Africa has a rating of Baa3
from Moody’s, BB from Standard & Poor’s and BB+ from Fitch Ratings. The Moody’s and
Standard & Poor’s ratings are non-investment grade or ‘junk’, while the Fitch rating is

considered as investment grade.

RELEVANT SOUTH AFRICAN LAWS AND REGULATIONS

Major Laws and Regulations on Mining

The MPRDA is the primary legislation used to regulate the mining industry since it came
into effect on May 1, 2004. The DMRE is the national department tasked with implementing
the MPRDA and regulating the mining industry.

Until April 30, 2004, the right to prospect for and to mine was primarily regulated by the
Minerals Act, 1991 (the “Minerals Act”). The Minerals Act vested the right to mine a
particular mineral in the holder of the minerals rights in respect of the relevant mineral in
relation to the land in question.

The MPRDA extinguished private ownership of mineral rights and replaced it with a
system of State grant of the right to prospect and mine. South Africa’s mineral (and petroleum)
resources were placed under the State’s custodianship. A key element of the MPRDA is the
change from a legal framework within which mineral rights formed an inherent element of
immovable property, which encompassed the right to prospect and mine (subject to regulation
by the State), to a system where the State acting through the Minister will grant the right to
prospect and mine.

Owing to the change brought about by this new system, provision had to be made for a
transition from the old regime, in which the role of the State was regulatory in nature and in
which the right to prospect and mine vested in the holder of mineral rights, to the new current
regime which provides for the State, acting through the Minister of Mineral Resources, to grant

prospecting rights, mining permits and mining rights.
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Those holding mineral rights when the MPRDA came into effect, were afforded an
opportunity in terms of the transitional arrangements contained in Schedule II to the MPRDA
to apply to convert their old order right into prospecting or mining rights, thus protecting the
security of tenure of those holding rights before the MPRDA came into effect. Upon
conversion, or failure to convert within the specified time periods, the old order rights ceased
to exist. Such cessation to exist also terminated any contractual provisions relating to the use
of the surface of the land for prospecting and/or mining activities. Upon the old order right
ceasing to exist and conversion into a prospecting right or mining right, the right to use the
surface of land is primarily regulated by the MPRDA and, in practice, often regulated by
agreements between the holder and the landowner.

Under the MPRDA, applicants can apply for prospecting rights for the prospecting of
minerals and mining permits and mining rights for mining of minerals. Prospecting rights are
granted for a period of up to five years with a right to renew the prospecting right once for a
period up to three years. Mining permits are granted for a period not exceeding two years for
an area less than five ha in extent. Mining permits may be renewed for 3 periods each not
exceeding one year. Mining rights are granted for a period up to thirty years with a right to
renew the mining right with no limit on the number of times it can be renewed, assuming that
the holder can justify that it can continue mining operations.

Under the MPRDA, rights are granted to entities by the State on a “first come, first
served” basis in terms of an application system. Applicants must meet certain requirements set
out in the MPRDA, and on meeting such requirements, the Minister must grant the right. A
failure to grant a right is an administrative action that is capable of internal appeal before the
DMRE, the government body that implements the MPRDA and regulates the mining industry.

After an internal appeal, a judicial review process is available to aggrieved applicants.

The MPRDA does provide that administrative processes must be conducted or
administrative decisions must be taken within reasonable time and in accordance with the
principles of lawfulness, reasonableness and procedural fairness and that these decisions must
be given in writing and accompanied by written reasons.

Once rights are granted to applicants, the right must be executed in the form of a notarial
deed and registered at the Mineral and Petroleum Titles Registration Office (the “MPTRO”)
in order for the right to be a limited real right enforceable against the third parties.

Holders of rights in terms of the MPRDA must comply with the provisions of the MPRDA
and the terms and conditions on which the right was granted as well as the provisions of the
broad-based socio-economic empowerment charter for effecting entry of HDSAs into the

mining industry.

Holders of mining rights must comply with the social and labour plan approved in
conjunction with the grant and execution of the mining right. The social and labor plan relates
to the obligations placed on the mining right holder to, amongst other things, train employees
of the mine in accordance with prescribed training methodologies, achieve employment equity
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and human resource development in the mining company, improve housing and living
conditions of employees and set up local economic development projects. A failure to
implement the social and labor plan could attract the issuing of a directive or notice by the
DMRE to rectify non-implementation of the social and labor plan. Failure to comply with the
directive or notice could result in the imposition of fines and ultimately, in suspension or
cancellation of the mining right.

Holders of mining rights must also comply with the mining work programme approved as
part and parcel of the mining right upon execution thereof. The mining work programme relates
to the obligations in relation to mining methods, expected production and other technical
aspects of the mining operations. If the plan or expected production is changed dramatically
over the life of the project then there is a provision to amend the mining work programme with
the consent of the Minister in terms of Section 102 of the MPRDA.

Mining Charter

Mining right holders were initially required to comply with the broad-based socio-
economic empowerment charter (the “Original Mining Charter”) for effecting entry of
HDSAs into the mining industry. Among other things, the Original Mining Charter required (i)
each mining company to achieve a 15% HDSA ownership of mining assets within five years
of the Mining Charter coming into effect and a 26% HDSA ownership of mining assets within
10 years of the Mining Charter coming into effect, (ii) the mining industry as a whole to agree
to assist HDSA companies in securing finance to fund participation in an amount of R100
billion over the first five years and (iii) mining companies to spell out plans for achieving
employment equity at management level with a view to achieving a baseline of 40% HDSA
participation in management and 10% participation by women in the mining industry, in each
case within five years.

Following a review, the DMRE released the Amended Mining Charter on September 13,
2010 (“2010 Mining Charter”). The requirement under the 2010 Mining Charter for mining
entities to achieve a 26% HDSA ownership of mining assets by the year 2014 was retained. The
2010 Mining Charter included the requirements, inter alia, that mining companies: (a)
facilitate local beneficiation of mineral commodities; (b) procure a minimum of 40% of capital
goods, 70% of services and 50% of consumer goods from HDSA suppliers (i.e. suppliers in
which a minimum of 25% + 1 vote of their share capital must be owned by HDSAs) by 2014
(exclusive of non-discretionary procurement expenditure); (c) ensure that multinational
suppliers of capital goods contribute a minimum of 0.5% of their annual income generated
from South African mining companies into a social development fund from 2010 towards the
socio-economic development of South African communities; (d) achieve a minimum of 40%
HDSA demographic representation by 2014 at executive management (board) level, senior
management (executive committee) level, core and critical skills, middle management level
and junior management level; (e) invest up to 5% of annual payroll in essential skills
development activities; and (f) implement measures to improve the standards of housing and
living conditions for mineworkers by converting or upgrading mineworkers’ hostels into family
units, attaining an occupancy rate of one person per room and facilitating home ownership
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options for all mineworkers in consultation with organised labour, all of which must be
achieved by 2014. In addition, mining companies were required to monitor and evaluate their
compliance with the 2010 Mining Charter, and must submit annual compliance reports to the
DMRE. The Scorecard for the Broad-Based Socio-Economic Empowerment Charter for the
South African Mining Industry attached to the 2010 Mining Charter, made provision for a
phased-in approach for compliance with the above targets over the period ending in 2014. For
measurement purposes, the Scorecard allocates various weightings to the different elements of
the 2010 Mining Charter.

On 27 September 2018, a new Broad-Based Socio-Economic Empowerment Charter came
into effect (“2018 Mining Charter”). The content of the 2018 Mining Charter is similar to the
2010 Mining Charter in terms of targets and requirements in relation to ownership,
procurement and employment equity. Importantly, the 2018 Mining Charter has given
recognition, although to a limited extent, to the concept of “once-empowered
always-empowered” by providing that an existing mining right holder who has achieved a
minimum of 26% BBBEE shareholding shall be recognised as compliant for the duration of the
mining right. However, this does not apply to renewals and to transfers of such a right. For
renewals and transfers, the new requirements for new mining rights have to be satisfied,
namely that there must be a minimum of 30% BBBEE shareholding distributed as to a 5%
non-transferrable carried interest to qualifying employees, a 5% to non-transferrable carried

interest to host communities and a 20% effective ownership for a BBBEE entrepreneur.

Disposals of BBBEE shareholding after 27 September 2018 will be subject to certain
restrictions set out in paragraph 2.1.6 of the 2018 Mining Charter in order for the mining right
holder to maintain its empowerment credentials.

There are certain procurement targets set out in the 2018 Mining Charter such that in
relation to mining goods a minimum of 70% of mining goods procurement spend (excluding
non-discretionary spend) must be on South African manufactured goods, with a percentage
allocation to 21% to be spent on South African manufactured goods produced by an HDSA, 5%
on manufactured goods produced by women or youth owned and controlled companies and
44% to be spent on South African manufactured goods produced by a BBBEE compliant
company. In relation to services, a minimum of 80% of the total spend on services must be
sourced from a South African based company allocated to categories of persons. The
procurement targets must be complied with progressively within 5 years. In relation to
employment equity, a mining right holder must within 5 years also achieve the targets set out
in the 2018 Mining Charter in relation to board composition, executive management, senior
management, middle management, junior management and employees with disabilities. There

are also obligations in relation to core and critical skills and career progression plans.

Furthermore, the 2018 Mining Charter deals with obligations in relation to mine

community development, housing and living conditions and reporting by mining right holders.
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There is a scorecard for the Broad-Based Socio-Economic Empowerment Charter
attached to the 2018 Mining Charter and for measurement purposes the scorecard allocates
various weightings to the different elements of the 2018 Mining Charter.

Our South African gold mining group has implemented three transactions that meet the
ownership requirements for existing mining rights in the 2018 Mining Charter.

At present, the shareholding of VMR is as follows:

(a) 74% is held by VMR Group;

(b) 26% is held by a special purpose vehicle established for the purpose of giving effect
to the empowerment transaction (named Village Main Reef Empowerment Company
(RF) (Pty) Ltd). On a look-through basis, each of the following shareholders has the
following shareholding in VMR -
a. Landmark Resources (Pty) Ltd — 9.9%
b.  Farlight (Pty) Ltd — 8.1%
c. an employee share ownership trust — 8%

At present, the shareholding of Kopanang is as follows:

(a) 74% is held by VMR Group;

(b) 26% is held by a special purpose vehicle established for the purpose of giving effect
to the empowerment transaction (named K2018589229 (South Africa) Pty Ltd. On
a look-through basis, each of the following shareholders has the following
shareholding in Kopanang —
a. Landmark Resources (Pty) Ltd — 6%
b. Ronald Raisaka Masebelanga — 6%

c.  James Anthony Nieuwenhuys — 6%

d. an employee share ownership trust — 8%
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As of the Latest Practicable Date, the BBBEE transactions in respect of Nicolor have not
been fully completed as certain conditions precedent to the respective transaction agreements
have not been fulfilled. Upon completion of such transactions, Nicolor will be owned by VMR
Processing Company (Pty) Ltd as to 100% of its issued shares, a special purpose vehicle used
for purposed of giving effect to the empowerment transaction, which has the following
shareholding structure:

a. VMR Group - 70%

b.  Nicolor Empowerment Company (Pty) Ltd — 25%

c.  Anthony James Nieuwenhuys (on behalf of an employee share ownership trust) — 5%

VMR Group provided preference share funding to each of the SPVs enabling them to
acquire the shares in VMR and Kopanang, respectively. The terms of this funding are common
for transactions of this nature in South Africa.

Protection of Ownership of Mining Assets and Relevant Licences

Werksmans has advised us as follows with regard to the protection of ownership of
mining assets and relevant licences, and the enforceability of relevant mining legislation in
respect thereto:

. While the MPRDA does not expressly provide for the protection of ownership of
mining assets, section 25 of the South African Constitution protects the right to
property, including mine assets. To this extent, section 25 provides that no one may
be deprived of property except in terms of a law of general application, and no law
may permit arbitrary deprivation of property. Property may, however, be
expropriated only in terms of a law of general application for a public purpose or in
the public interest; and subject to compensation. Therefore, although the South
African government (including the Minister of Mineral Resources) is empowered to

expropriate land and rights in land, provision is made for payment of compensation.

. Section 5 of the MPRDA states that a prospecting right or a mining right which has
been registered at the MPTRO is considered to be a limited real right in respect of
the mineral and land to which such right relates. The holder of a mining right has
ownership of the mineral resources once the minerals have been severed from the
land, which is enforceable against all third parties.

. Security and continuity of tenure are listed in section 2(g) as among the objects of
the MPRDA. Continuity is preserved from prospecting to mining in that the holder
of a prospecting right has the exclusive right to apply for and be granted a mining
right. Continuity is further achieved during applications for renewals in that a
prospecting right or mining right in respect of which an application for renewal has
been lodged remains in force until the application has been granted or refused.
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Furthermore, security of tenure and continuity is assured by provisions in the
MPRDA to the effect that an application for a right will not be accepted if another
person holds a prospecting right, mining right, mining permit or retention permit for
the same mineral and land in respect which such application is made.

. In regards to enforceability of relevant mining legislation in protecting ownership of
mining assets and relevant licenses, the relevant provisions for the suspension or
cancellation of rights, permits and permissions conform to international
requirements in specifying the criteria for suspension and cancellation and in
requiring notice and affording an opportunity to remedy. In this regard, and in the
event of a non-compliance by the holder of a right, the DMRE will issue a
compliance notice (or directive) in terms of section 93 of the MPRDA ordering a
holder to take immediate rectifying steps or suspend or terminate mining operations.
In the event that a holder continues with the non-compliant action the Minister may
give written notice to the holder in terms of section 47 of the MPRDA indicating its
intention to cancel or suspend the right and afford the holder a reasonable
opportunity to show why the right, permit or permission should not be suspended or
cancelled. Only once the minister has afforded a holder with the reasonable
opportunity may a right be cancelled or suspended.

Requirements for Renewal of Prospecting Right

In terms of Section 19(1)(a) of the MPRDA, the holder of a prospecting right has the sole
right to apply for renewal of the prospecting right. The terms and conditions of the prospecting
right in their notarially executed form provide for renewals applications to be lodged 60
business days prior to the expiry. We have been advised by Werksmans that this is contrary to
the provisions of the MPRDA, which clearly state that a renewal application has to be lodged
before expiry, so it could be done, for example, the day before expiry and it would still
constitute a valid renewal. It has been held in case law that the conferral of a prospecting right
is a statutory right and the statutory terms and conditions apply. Therefore, where the terms and
conditions in the notarially executed prospecting right deviate from the provisions of the
MPRDA, the provisions of the MPRDA shall apply. The requirements for renewal are set out
in Section 18 of the MPRDA. The renewal application has to be lodged at the office of the
relevant Regional Manager in the prescribed manner and together with the prescribed
non-refundable application fee. The application must:

. state the reasons and period for which the renewal is requested;

. be accompanied by a detailed report reflecting the prospecting results during the
initial prospecting right phase, the interpretation thereof and the prospecting
expenditure incurred;

. be accompanied by a report reflecting the extent of compliance with the
requirements of the approved environmental management plan, the rehabilitation to

be completed and the estimated costs thereof;
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. include a detailed prospecting work programme for the renewal period; and

. be accompanied by a certificate issued by the Council for Geoscience that all
prospecting information as prescribed has been submitted.

Importantly, provided the criteria set out in Section 18(1) and 18(2) referred to above
have been fulfilled, the Minister of Mineral Resources must grant the renewal of the
prospecting right. In other words, the Minister of Mineral Resources does not have any
discretion once the applicant has complied with Section 18(1) and Section 18(2). However,
Section 18(3) itself provides for further conditions for the renewal, namely:

. the prospecting right holder must have complied with the terms and conditions of the
prospecting right and is not in contravention of any relevant provisions of the
MPRDA;

. the holder of the prospecting right has complied with the prospecting work
programme; and

. the holder of the prospecting right has complied with the requirements of the
approved environmental management plan.

It must be noted that a prospecting right may be renewed only once for a period not
exceeding three years. It must further be noted that if the Minister of Mineral Resources has
not granted the renewal by the time the initial prospecting right period has elapsed, then the
prospecting right continues to endure in terms of Section 18(5) of the MPRDA beyond the
expiry of the initial period until such time as the Minister of Mineral Resources has taken a
decision on the grant or refusal of the renewal. Upon the date that the Minister of Mineral
Resources grants the renewal, that is the date that the further three-year period will start

running.

Renewal of Mining Right

The disclosure in the above in regard to the renewal of a prospecting right is similar in
regard to the application for renewal of a mining right. The only differences from renewal of
a prospecting right is that the applicant must provide a report reflecting the extent of the
compliance with the requirements of the approved environmental management programme and
include a detailed mining work programme for the renewal. In addition, the applicant in terms
of Section 24(3) has to demonstrate that it as the holder of the mining right has complied with
the requirements of the prescribed social and labour plan, which does not apply to prospecting

right renewal.

The maximum period of a renewal of a mining right is 30 years, but it can be renewed
for further periods (each of which may not exceed 30 years at a time).
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In terms of Section 25(1) of the MPRDA, the holder of a mining right has the exclusive
right to apply for and be granted a renewal of the mining right in respect of the mineral and
mining area in question.

Conversion of Prospecting Right into a Mining Right

In terms of Section 19(1)(b) of the MPRDA, the holder of a prospecting right has the
exclusive right to apply for and be granted a mining right in respect of the mineral and
prospecting area in question. Therefore, up until the expiry of the prospecting right (including
the rights conferred in terms of Section 18(5) and the renewal period), the holder has the
exclusive right to apply for a mining right and no third party may lodge a valid application
during such exclusivity period. Furthermore, once the holder of the prospecting right has
lodged the mining right application, it is protected in terms of Section 9 of the MPRDA, which
provides for a first-come first-served application procedure.

The holder of the prospecting right would still have to comply with all of the requirements
for applications set out in Section 22 of the MPRDA and for the grant of a mining right set out
in Section 23 of the MPRDA. Section 22 deals with the formalities for the lodgement of a valid
application. However, Section 23 deals with the criteria for the grant of a mining right.
Essentially the Minister of Mineral Resources must grant a mining right if:

. the mineral can be mined optimally in accordance with the mining work programme;

. the applicant has access to financial resources and has the technical ability to
conduct the proposed mining operation optimally;

. the financing plan is compatible with the intended mining operation and duration
thereof;
. the mining will not result in unacceptable pollution, ecological degradation or

damage to the environment;
. the applicant has provided for the prescribed social and labour plan;
. the applicant has the ability to comply with the relevant provisions of the MHSA;
. the applicant is not in contravention of any provision of the MPRDA; and
. the grant of the right will further the objectives set out in Section 2(d) and (f) and

in accordance with the charter contemplated in Section 100 of the MPRDA and the
prescribed social and labour plan.
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Laws and Regulations on Gold Production

The Precious Metals Act, 2005 (the “Precious Metals Act”) regulates the acquisition,
possession, smelting, refining, beneficiation, use and disposal of precious metals. In terms of
the Precious Metals Act, gold is considered unwrought if it is unrefined or has been refined to
a purity of less than 99.9% and has not undergone any manufacturing process other than being
refined or formed into a bar, an ingot, a button, plate, sponge, powder, granules (excluding
granules made from precious metal that has been refined to or beyond 99.9% purity, and carat
gold alloys) or solution. Refined precious metal is defined as precious metal that has been
refined to or beyond 99.9% purity.

The Precious Metals Act defines “producers” as a holder of a mining right, mining permit
or prospecting right for precious metals under the MPRDA. Those who are considered to be
producers under the Precious Metals Act have the widest range of permitted uses and do not
need refining and beneficiation licences in addition to the production licence.

Holders of beneficiation licences and jewellers’ permits are obliged to submit annual
financial accounts prepared in accordance with Generally Accepted Accounting Practice
(GAAP) to the Regulator, no later than 90 days after the end of each financial year.

Laws and Regulations on Environmental Protection

The following is an overview of the South African environmental laws and regulations

which are relevant to the Company and its operations in South Africa.

Five major pieces of legislation presently account for the majority of environmental
management of mining operations in South Africa and are discussed in turn below. They are:

. NEMA;
J NWA;
J AQA;

. Waste Act; and

. NNR Act.

NEMA

NEMA is the overarching legislation giving effect to the environmental right protected in
section 24 of the RSA Constitution, and which provides the underlying framework and
principles underpinning the coordinated and integrated management of environmental
activities. In terms of NEMA, an environmental authorisation is required in order to commence
a listed activity. These activities are currently listed in GNR 983-985 of December 8, 2014
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(“NEMA Listed Activities”). The commencement of a NEMA Listed Activity without an
environmental authorisation may be rectified via a section 24G application under NEMA for
authorisation, however, such application will be subject to payment of an administrative

penalty.

Depending on the anticipated severity of the impact of undertaking a NEMA Listed
Activity, the application process will require either a basic assessment report (“BAR”) or a
scoping and environmental impact assessment report (“S&EIR”) to be prepared as part of the
application for an environmental authorisation. An activity requiring a mining right is
considered to have a more severe environmental impact and requires an S&EIR prior to
commencement. This listed activity was previously listed in the listing notices published prior
to 2014, however it was never brought into effect. As a result there was legal debate about the
applicability of NEMA Listed Activities to mining and related activities and whether activities
which were incidental to mining triggered other related NEMA Listed Activities. Previously
the approval of an Environmental Management Programme (“EMP”) served a relatively
similar function under the MPRDA. Clarity has since been brought about by virtue of a number
of amendments to NEMA and the MPRDA, as well as the NEMA Listed Activities and it is
clear that as of December 8, 2014, an environmental authorisation is required for the
commencement of any activity which requires a mining right or the commencement of any
activity which requires a prospecting right. The issue of an environmental authorisation is a
condition prior to the grant of a prospecting or mining right. The DMRE is the responsible
authority for the issuing of an environmental authorisation, however the Department of
Environmental Affairs remains the appeal authority in respect of any appeals to the issue of an
environmental authorisation. Applicants are also required to follow stringent requirements in
the public participation process to enable consultation with all interested and affected parties.

As part of its application for an environmental authorisations the applicant must
demonstrate that it has complied with the prescribed financial provisioning requirements in
terms of section 24P of NEMA. This means that the holder must set provisioning rehabilitation
of the mining activities for concurrent rehabilitation, rehabilitation upon closure and the costs
of managing latent and residual post closure impacts. Moreover every holder of a mining right
must assess his or her environmental liability on an annual basis and must increase his or her
financial provision to the satisfaction of the Minister for Mineral Resources. The holder must
also submit an audit report to the Minister on the adequacy of the financial provision from an
independent auditor. New regulations published in November 2015 now specify new
procedures for how financial provision is to be made, audited and reviewed. Existing mines are
also required to comply with the financial provision requirement, and are required to
substantively review and align their financial provision in accordance with these regulations
during the relevant transitional period, the long-stop date of which expires on February 19,
2020. These regulations have brought about a number of changes and clarifications to the
previous legal regime, and they are likely to substantially increase the required quantum of
financial provision set aside by existing operations as well as the financial vehicles historically
used by mining companies to put up these provisions. This is due to the qualification that latent
or residual environmental impacts which may become known in the future now include the
pumping and treatment of polluted or extraneous water.
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Lastly, NEMA imposes a statutory obligation on every person who has caused or is likely
to cause significant contamination to take reasonable measures in relation thereto. This duty
applies retrospectively to contamination caused prior to 1998. A failure to comply with this
duty as well as the requirement for an environmental authorisation can result in significant
fines of up to ZAR10 million and/or 10 years imprisonment being imposed. Directives or
compliance notices can also be issued under NEMA for the temporary or permanent shut down
of facilities at a mining operation or the entire mining operation. Directors and certain
employees can also be held criminally liable for environmental offences in their personal
capacity under NEMA.

Waste management

In relation to mining waste specifically, the Waste Act has recently been amended so as
to apply to residue stockpiles and deposits and to prescribe certain management measures in
respect thereof. A waste management license is also now required for the establishment or
reclamation of a residue stockpile or residue deposit resulting from activities which require a
prospecting right or mining permit. This requirement only applies to facilities established or
reclaimed after July 24, 2015. It does not apply retrospectively to existing stockpiles and
deposits as the relevant transitional provisions (albeit drafted ambiguously) appear to suggest
that if they were authorised in an EMP in terms of the MPRDA prior to July 24, 2015, they will
be considered lawful or authorised for the purposes of the Waste Act.

In addition to licensing, mines must also comply with the management measures
prescribed for residue stockpiles and deposits in the Regulations for Residue Stockpiles and
Residue Deposits from a Prospecting, Mining, Exploration or Production Operation in GNR
632 of July 24, 2015. These regulations do not retrospectively apply to existing stockpiles and
deposits, as long as they are in an approved EMP. These regulations have notable cost
implications for new residue stockpiles and deposits established after this date as they impose
certain liner/barrier requirements for them.

As of May 2014, the Waste Act also regulates contaminated land, whether or not the
contamination occurred before the commencement of the Act or at a different time from the
actual activity that caused the contamination. Consequently historic, as well as present or
future arising, contaminated land which is identified as an investigation area by the
environmental authorities or which is notified as being contaminated by the land owner must
be assessed and reported on. The direction of taking monitoring and management measures, or
of undertaking site remediation, may follow depending on the level of risk associated with the
contamination.

Water use and pollution

South Africa’s water resources are regulated by the NWA. The NWA has provisions
governing the prevention and remediation of pollution, and provides for a liability regime
similar to that of NEMA, as well as licensing requirements. Most mining operations require a
water use license in order to conduct their operations, particularly for activities relating to
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water abstraction, storage, effluent discharge, diversions, and facilities which have the
potential to pollute groundwater resources. Water use licenses are difficult to obtain and
usually involve a lengthy and delayed application process. Mines are also required to comply
with the regulations which were specifically published for the use of water for mining and
related activities in GN 704 of June 4, 1999. These regulations provide for limitations on the
location of mining infrastructure and requirements for separation of dirty and clean water
systems and the design of certain water management infrastructure.

Section 19 of the NWA imposes a duty to prevent and remedy the effects of pollution on
an owner of land, a person in control of land or a person who occupies or uses the land on
which activities are undertaken which cause or may cause pollution of a water resource. Such
persons must take all reasonable measures to prevent any such pollution from occurring,
continuing or recurring. Failure to do so may warrant the issuing of a directive to take

measures, and may result in substantial liabilities on conviction.

Air pollution

The AQA, regulates air pollution in South Africa and requires that activities listed under
the AQA, including certain mining related and processing activities, must be authorised by an
atmospheric emission license. The AQA also imposes certain minimum emissions standards for
these activities. Facilities established prior to 2010, were required to come into compliance
with these emission standards by 2015, and must meet the more stringent standards applicable
to new plants by 2020. Facilities established after 2010 required immediate compliance with
the more stringent standards. Typically compliance with these standards requires existing
facilities to upgrade their operations and abatement equipment in order to meet the thresholds,

which may entail significant capital expenditure.

Local government is entrusted with the competence to manage air pollution, with
municipalities being the licensing authority in issuing atmospheric emission licenses. In setting
local standards and conditions to licenses, municipalities are permitted to set stricter standards
and conditions than those set at the national and/or provincial level.

Dust Regulations under the AQA were also published under GN 827 of November 1,
2013. These regulations set a standard for the acceptable dustfall rate and empower the relevant
air quality officer to take remedial measures and impose certain requirements upon emitters in
the event that they exceed the relevant thresholds. Dust management is also regulated by the
common law as well as NEMA, which effectively require reasonable measures to be taken in
order to manage dust related impacts.

The measurement and monitoring of atmospheric emissions is regulated through various
tools, such as the air dispersion modelling framework, the declaration of priority pollutants and
pollutant areas, and the mandatory reporting of data and information from identified point,
non-point and mobile sources of atmospheric emissions to the National Air Emission Inventory
System.
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Director Liability

In terms of Section 31A of NEMA offences listed under Section 49A of NEMA and the
Specific Environmental Management Acts are considered as Schedule 1 offences under the
Criminal Procedure Act 51 of 1997, that may result in the imposition of a fine or jail sentence
on conviction for an offence. In terms of NEMA, directors may be held liable for
environmental offences in the following manner —

. Section 33 of NEMA facilitates private prosecution by any person when the matter
relates to the protection of the environment or a breach or threatened breach of any
duty which breach is an offence under NEMA. Section 49A contains the list of
offences which can be committed in terms of NEMA, which offences range from
commencement of unauthorised activities, failure to comply with condition in a
license to operate, unlawful or intentional acts which lead to significant pollution
and failure to comply with compliance orders or directives;

. any person may utilise Section 33 to initiate the prosecution of an entity, its directors
or employees in their personal capacity. The person initiating prosecution does not
require the public prosecutor’s permission and does not need to provide security for
such action. The accused on conviction may be ordered to pay costs of the
prosecution;

. Section 49B provides that persons convicted of offences in terms of Section 49A
may be liable to a fine and/or imprisonment;

. corporate officer liability under NEMA may be established in four different ways,
with directors and officers being at risk if they are found to be —

. the principle of an offence (liability will arise as a result of them being in
control of the activity);

. an accomplice, if the director was party to the offence committed by the
corporate or its employees;

. a co-conspirator, if it is alleged that the director was party to a conspiracy to
commit and offence; and

. prima facia guilty and liable on conviction to a penalty specified in law, if it
is proven that the corporate committed an offence as described in Schedule 3.
The director will automatically be cited as a party to the proceedings, and the
evidentiary burden is on the director to prove they took reasonable measures
to prevent or mitigate the offence (Section 34(7) NEMA);
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. Schedule 3 contains a list of offences which can be committed in terms of NEMA
or any of the environmental management Acts. There are approximately 80 different
offences listed in this Schedule; and

. offences committed in relation to a failure of a duty of care: should a corporate
entity receive a Section 28 directive ordering it to take reasonable measures to
prevent pollution and/or to rectify or minimise the pollution and degradation and fail
to take such measures, the authority may recover the cost of implementing the
measures from any person who directly or indirectly contributed to the pollution or
degradation or negligently failed to prevent the pollution. Directors may be cited as
joint and severally liable for such claims in the event that they meet the requirements
for associated liability (any person responsible for, or who directly or indirectly
contributed to the pollution) with the amount being apportioned according to the

degree to which each was responsible.

The National Nuclear Regulator

The NNR Act requires that a nuclear authorisation be acquired from the National Nuclear
Regulator for certain activities which involve radioactive materials. The authorisation issued
can be in the form of either a nuclear installation licence, nuclear vessel licence, certificate or
registration or certificate of exemption. In the case of mining, the duty to obtain a certificate
or registration can be triggered when there are trace amounts of radioactive materials in
mineral waste, particularly where the reef that is mined contains uranium. The certificate of
registration would govern the handling, storage and disposal of these materials. Such

certificates are typically uncontentious to obtain or amend.

Land zoning

Where land that is the subject of a mining right under the MPRDA falls within a
municipal area, the use of that land must comply with the scheme regulations of the
municipality, which determine the use to which the land may be put in accordance with the
applicable zoning requirements of the Municipality, as read with the Spatial Planning and Land
Use Management Act 16 of 2013 (“SPLUMA”) which took effect from July 1, 2015. All mines
are required to comply with the existing town planning schemes and need to apply to the local
municipality in order to obtain the required rezoning.

National heritage resources

Heritage resources, which include resources of archaeological, cultural or historical
significance, are regulated by the National Heritage Resources Act, No. 25 of 1999 (the
“NHRA”). This act requires heritage impacts to be considered prior to the development of a
mine, and if protected resources are identified, approval from the South African Heritage
Resources Agency or the provincial heritage agency is required. The NHRA also imposes
requirements which apply to the relocation of graves, and the associated consultation and
compensation requirements applicable to the descendants.
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Laws and Regulation relating to Mine Health and Safety

Mine health and safety law in South Africa is regulated by both legislation and the
common law. The common law plays an important role in that it encompasses principles

relating to contractual, delictual and criminal liability.
The primary pieces of legislation governing health and safety at mines are the following:
. the MHSA;
. the MHS Regulations; and
. the MA Regulations.

One of the most important objectives of the MHSA is to protect the health and safety of
all persons at mines and not merely the health and safety of employees. An employer is obliged,
in terms of the MHSA and the regulations binding in terms thereof, to protect, as far as
reasonably practicable, the health and safety of non-employees (such as visitors to a mine) and
employees (which includes employees of independent contractors) performing work at a mine.
The word “employer” in section 102 of the MHSA is defined as the owner of the mine. In turn,

an “owner” of a mine is defined to include:

. the holder of the prospecting permit or mining authorisation issued under the
MPRDA;

. if a prospecting permit or mining authorisation does not exist, the person for whom
the activities in connection with the winning of a mineral are undertaken, but
excluding an independent contractor; or

. the last person who worked the mine or that person’s successor in title.

. The aforesaid subsection was amended by section 30(f) of the Mine Health and
Safety Amendment Act, No. 74 of 2008 by substituting the term “Mineral and
Petroleum Resources Development Act” for the term “Minerals Act.” Under the new
system, mining authorisations do not exist. However, taking into account section 12
of the Interpretation Act, No. 33 of 1957, the word “authorisation” must be
substituted by the words “mining right or mining permit.” Accordingly, the holder
of the “mining right or mining permit” is regarded as the employer for the purposes
of the MHSA and the regulations binding thereunder. The employer therefore
remains responsible to ensure that applicable provisions of the MHSA and the
regulations binding in terms thereof are complied with to ensure the health and
safety of persons at mines, as far as reasonably practicable and to prevent damage
to property.
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In terms of the MHSA and the regulations binding thereunder, the following health and
safety obligations are, amongst others, imposed on the employer:

. to ensure, as far as reasonably practicable, that the mine is designed, constructed and
equipped to provide conditions for safe operation and healthy working environment
(section 2 of the MHSA);

. the appointment of competent and experienced managerial and supervisory
personnel (including sections 3 and 4 of the MHSA and Regulation 2 of the MA
Regulations);

. to maintain a healthy and safe mine environment (section 5 of the MHSA);

. to ensure an adequate supply of health and safety equipment (section 6 of the
MHSA);

. to staff the mine with due regard to health and safety (section 7 of the MHSA);

. to establish a health and safety policy (section 8 of the MHSA);

. to prepare and implement mandatory codes of practice (section 9(2) of the MHSA);

. to provide health and safety training (section 10 of the MHSA);

. to assess and respond to risk (section 11 of the MHSA);

. to conduct occupational hygiene measurements (section 12 of the MHSA);

J to establish a system of medical surveillance (section 13 of the MHSA);

. to keep a record of medical surveillance (section 15 of the MHSA). Records of entry
and exit medical examinations of current and former employees are important, in
this regard; and

. to compile and submit an annual medical report (section 16 of the MHSA).

The MHSI is responsible for the enforcement of the MHSA and the regulations binding

in terms thereof and it also plays an important role in the promotion of health and safety at

mines. The MHSI comprises of a Chief Inspector of Mines, Principal Inspectors of Mines for
each region and various Inspectors of Mines for each region.
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Should employers or employees fail to comply with their obligations under the MHSA
(which include the regulations binding thereunder), the MHSI may take a number of
enforcement measures which include the following:

. the issuing of statutory instructions (for example notices in terms of section 54 or
section 55 of the MHSA) if an Inspector of Mines has reason to believe that any
occurrence, practice or condition at a mine endangers the health and safety of any
person at a mine, alternatively if an Inspector of Mines has reason to believe that a
provision of the MHSA has not been complied with. A notice in terms of section 54
of the MHSA may halt all mining operations undertaken at a mine or part thereof.
If a mine receives notices in terms of section 54 of the MHSA regularly, the
production stoppages and the additional costs incurred as a result thereof, will not
only affect the production results of a mine but also the reputation and business of
a mine. If, however, a notice in terms of section 54 of the MHSA has been issued
unlawfully, the mine may appeal the said notice to the Chief Inspector of Mines. It
must be noted that the aforesaid appeal does not suspend the operation of the notice
issued in terms of section 54 of the MHSA. To suspend the operation of the notice
in the above instance, a mine may lodge an urgent application to the Labour Court
(being the court with jurisdiction) requesting the suspension of the operation of the
notice issued in terms of section 54 of the MHSA pending the outcome of the appeal
to the Chief Inspector of Mines;

. the Chief Inspector of Mines may suspend or cancel certificates of competency
issued in terms of the MHSA if the holder of that certificate is guilty of gross
negligence or misconduct or has not complied with the MHSA or the regulations

binding thereunder;

. a Principal Inspector of Mines may recommend prosecution to the National Director
of Public Prosecutions if satisfied that there is sufficient admissible evidence that an
offence has been committed. Any person convicted of an offence in terms of the
MHSA may be sentenced to a fine or imprisonment as may be prescribed; and

. a Principal Inspector of Mines may, after considering the recommendation of an
Inspector of Mines and the written representations of the employer, impose an
administrative fine for the failure to comply with, amongst others, the provisions of
the MHSA and the regulations binding thereunder. In terms of Schedule 8 to the
MHSA, the maximum administrative fine which may be imposed on an employer is
one million ZAR per transgression. The MHSA does not make provision for any
internal appeal against an administrative fine which has been issued unlawfully.
However, if a mine receives an administrative fine which has been issued
unlawfully, the mine may lodge an application in the Labour Court (being the court
with jurisdiction) to review the decision of the Chief Inspector of Mines to impose

an administrative fine.
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. In addition to the aforesaid and in terms of section 92 of the MHSA, an owner which
has been convicted of an offence in terms of section 86 of the MHSA may be
sentenced to “the withdrawal or suspension of the permit” (see section 92(6)(a) of
the MHSA) or “a fine of three million rands or a period of imprisonment” not
exceeding five years or to both such fine or imprisonment (see section 92(6)(b) of
the MHSA). Over and above the aforesaid, investigation and/or inquiry proceedings
in terms of the MHSA are instituted by the MHSI following the occurrence of any
accident or incident at a mine, which results in the death of any person.

Investigation proceedings in terms of section 60 of the MHSA

An investigation is presided over by an Inspector of Mines. The Chief Inspector of Mines
may appoint persons to assist the presiding Inspector of Mines. The purpose of such an
investigation is to determine the cause of the accident and to make recommendations on
remedial steps to be taken by the employer. Witnesses who are questioned are entitled to refuse
to answer incriminating questions. Upon the finalisation of the proceedings the presiding
Inspector of Mines compiles a report in terms of section 64(1) of the MHSA.

An investigation may be converted into a formal accident inquiry (section 66(1) of the
MHSA).

Formal accident inquiry proceedings in terms of section 65 of the MHSA

An investigation is presided over by Inspector of Mines. The objectives of an inquiry are
similar to those of an investigation. The MHSA accords a witness the right to refuse to answer
self-incriminating questions. Upon the finalisation of the proceedings, the presiding Inspector
of Mines compiles a report in terms of section 72(1)(b) of the MHSA. The aforesaid report may
be submitted to the Director of Public Prosecutions in order to enable the latter to decide
whether any person should be prosecuted concerning the accident or any other relevant matter.

Mine Health and Safety Council (“MHSC”)

The MHSC comprises of representatives from the government, various mining companies
and trade unions. The main purpose of the MHSC is to advise the Minister of Mineral
Resources on health and safety legislation and research outcomes focused on improving and
promoting health and safety in South African mines. The MHSC also promotes a culture of
health and safety in the mining industry. In furtherance of such objectives, health and safety
targets also known as milestones were agreed upon between the relevant stakeholders. The
milestones aim at a reduction in workplace accidents and/or incidents, as well as reported cases

of noise induced hearing loss and occupational lung disease (i.e. silicosis).
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Criminal liability

A company, as a corporate body, can be held criminally liable in terms of the South
African law. This potential liability is founded on the provisions of section 332(1) of the
Criminal Procedure Act, No. 51 of 1977 (the “CPA”), in terms of which the acts and omissions
of certain persons can, under certain circumstances, be imputed to a corporate body, and shall
be deemed to have been performed (or in the case of an omission, not performed) by the
corporate body itself. This potential liability applies to any offence, whether founded in a
particular statute or in the common law.

In terms of the common law, there are a number of offences that may be applicable to
health and safety. An offence that is particularly relevant is that of culpable homicide,
especially in an instance where an employee has died as a result of a mine accident. Culpable
homicide is the crime whereby a person negligently and unlawfully kills another person
through something that they do, or that they fail to do, which they ought to have done. A
corporate body may be found guilty of culpable homicide where an employee was negligent in
causing the death of a person whilst furthering or endeavouring to further the interests of the
company. However, a corporate body may not be held liable for the reckless conduct of an
employee, in particular if that conduct was expressly or impliedly forbidden.

In addition to the common law, the MHSA creates a number of statutory offences. In
terms of section 86 of the MHSA, any person who, by a negligent act or by a negligent
omission, causes serious injury (which includes the death of a person) or serious illness to a
person at a mine, commits an offence. In terms of section 91(1) of the MHSA, any person,
including the employer, who contravenes, or fails to comply with any provision of the MHSA
commits an offence and is liable for the payment of a fine or imprisonment. Over and above
the aforesaid and in terms of section 91(1B) of the MHSA, an employer may be held liable for
the payment of an administrative fine (not exceeding ZAR 1 million per transgression), if the

employer contravenes or fails to comply with any provision of the MHSA.

Civil (delictual) liability

Delictual claims may be brought against a company based on delict. In other words a
claim can be brought against the company, if the company through its employees has caused
harm to a person through wrongful and blameworthy conduct and if such conduct was
intentional or negligent. Conduct is regarded as being negligent if it does not comply with the
standard of care to be taken by a reasonable person in the same situation and circumstances.
In this regard, statutory duties placed upon managerial persons and the company in terms of
e.g. the MHSA, are relevant.

In terms of COIDA, an employer is, however, protected against claims by employees for

injuries sustained in the course and scope of their employment (see section 35(1) of COIDA).
In the event of the death of an employee, the dependents of such person are in such
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circumstances prevented from recovering damages from the employer of the deceased. For
purposes of section 35(1) of COIDA, certain managerial persons referred to in section 56(1)(b),
(c), (d) and (e) of COIDA, are deemed to be included in the definition of an employer. Those

persons are:

. any employee charged by the employer with the management or control of the
“business or any branch or department” thereof (e.g. a section manager or mine

overseer);

. an employee who has the right to engage or discharge employees of the employer;
and

. an employee appointed to be in general charge of machinery, or a person appointed
to assist such engineer in terms of regulations which are binding under the MHSA.

Accordingly, no civil claim shall lie against the above persons and the employer.
Similarly, the dependants of the deceased employee will not have a civil (delictual) claim
against the company or those persons. The employee or the dependants of the deceased
employee, however, may lodge a claim with the Compensation Commissioner in terms of
COIDA for increased compensation if the occupational injury or disease was due to the
negligence of the employer or other persons stipulated in section 56 of COIDA.

In circumstances where a mine employs third-party contractors and where an employee
of the third-party contractor is injured or contracts an occupational disease, the third-party
contractor would be the “employer” for purposes of COIDA and be afforded the indemnity of
section 35 of COIDA. The mine and its managerial personnel, however, would not be protected
by section 35 of COIDA and would be potentially exposed to a civil claim for damages by the
contractor employee or by his/her the dependants. This is, however, subject to such dependants
successfully proving all the elements for a delictual claim in a civil court.

Applicable compensation legislation

South Africa has two statutory systems for the payment of compensation for work related
deaths, injuries and diseases. The two statutory systems are COIDA and ODMWA.

Occupational Diseases
ODMWA

ODMWA applies to all “controlled mines” or “controlled works” or where “risk work” is
performed at a mine or works. An indication as to whether a mine or works is governed by the

provisions of ODMWA, is the certification of the mine or works by the commissioner and the
payment of ODMWA levies. ODMWA provides for the payment of compensation for certain
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specified diseases contracted by employees (including contractor employees) at a controlled
mines or works. Such occupational diseases include sclerosis and lung diseases such as

pneumoconiosis, silicosis and tuberculosis.

It must be noted, however, that if an employee contracts an occupational disease which
is not compensatable under ODMWA (i.e. manganism), such employee will have a claim under
COIDA regardless of whether the mine or works is “controlled.”

In other words, if an employee contracts a compensatable disease (as defined) as a result
of exposure to substances and conditions at a controlled mine or works or through the
performance of risk work at any mine or works and such disease is recognised by ODMWA,
the employee will have a claim under ODMWA. However, if an employee contracts an
occupational disease as a result of exposure to substances and conditions at a controlled mines
or works or through the performance of risk work at any mine or works and such disease is not
a compensatable disease as defined by ODMWA, the employee will have a claim under
COIDA.

ODMWA provides for the compensation payable to “persons” and therefore include

employees of the mine or works, contractor employees, etc.

ODMWA does not provide a protection to an employer against liability for common law
damages in respect of compensatable diseases (as defined). In other words, if an employee
(including a contractor employee) contracts a compensatable disease, such employee will be
entitled to compensation under ODMWA, and may also institute a common law claim for

damages against the employer.
COIDA

COIDA applies to occupational diseases which are not compensatable under ODMWA.

Such occupational diseases include, amongst others, manganism and hearing loss.

Over and above the aforesaid, COIDA applies to all occupational diseases in respect of
mines and works which are not controlled and where risk work is not undertaken by employees.
Such occupational diseases include, amongst others, pneumoconiosis, silicosis and

tuberculosis.

COIDA provides for the compensation of “employees” and their dependants in the case
of death. The definition of an “employee” encapsulates a multi-faceted test referring to the
presence of a right of supervision and control exercised by the employer over the employee and

the obligation to remunerate.

Unlike ODMWA, COIDA provides protection to an employer against liability for
common law damages in respect of occupational diseases and injuries regulated by COIDA.
The aforesaid protection, however, is only extended to the employer as far as it concerns claims
by “employees” and not contractor employees (see section 1 of COIDA). As a result thereof,
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a contractor employee who contracts a compensatable disease, such employee will be entitled
to compensation under COIDA, and may also institute a common law claim for damages
against the main employer (provided that he/she can prove, on a balance of probabilities, that
he/she has been harmed as a result of the wrongful, negligent conduct of the employer).

A common law claim for damages, if successful, could have a material adverse effect on
the business and reputation of a mine, as well as on the production results of a mine. Over and
above the aforesaid, additional costs may occur arising out of such claims, including legal costs
which may be incurred in defending such claims, as well as the payment of increased levies

and/or other contributions required by the applicable compensation funds.

Medical surveillance

In terms of section 13 of MHSA, the employer must establish and maintain a system of
medical surveillance of employees exposed to health hazards if, after assessing the risks in
terms of section 11(1) of the MHSA, it is necessary to do so or if required in terms of the
regulations binding under the MHSA.

Medical surveillance must be conducted with respect to, amongst others, noise and silica
dust. If an employee is exposed to high decibels without utilising any devices/protection, on
a continuous basis, over a prolonged period of time, the said employee may experience
noise-induced hearing loss. Similarly, if an employee is exposed to silica dust without utilising
protection or controls, on a continuous basis, for a period longer than 10 years (depending on
the concentration of the silica dust), the said employee may contract silicosis. The purpose of
medical surveillance is to consider the health hazards to which employees are or may be
exposed and determine appropriate measures to eliminate, control and minimise such health
hazards.

In terms of the MHSA, medical surveillance must comprise of an initial medical
examination and other medical examinations at appropriate intervals. The appropriate intervals
must be determined by a risk assessment.

Occupational Hygiene

In terms of section 12 of the MHSA, the level of exposure of employees to hazards at the

mine, must be monitored and measured.

The purpose of occupational hygiene is to consider the hazards to which employees are
or may be exposed and determine appropriate measures to eliminate, control and minimise such
hazards. In terms of Regulation 9.2(1) of the MHS Regulations, the employer must ensure that
the exposure of employees to health hazards are maintained below the occupational exposure
limits as set out in schedule 22.9(a) and (b) of the MHS Regulations.

~ 149 -



REGULATORY OVERVIEW

Occupational injuries

Regardless of whether or not a mine or works is controlled, work related injuries arising
out of and in the course of an employee’s employment, are governed by the provisions of

COIDA. COIDA also applies to operations of an employer which are not classified as a “mine.”
Laws and Regulations on Taxation'
For the Shareholders:

. The following paragraphs set out a summary of the material South African tax
implications of the purchase, ownership and disposition of ordinary shares of our
South African subsidiary companies based on current South African law. Changes to
the law may affect the implications discussed herein, possibly on a retrospective
basis. The following paragraphs of the South African tax implications are therefore
not comprehensive or determinative. Shareholders are advised to seek advice from
appropriate professional advisers regarding their tax position and, in particular, to
confirm how the general summary applies in their specific circumstances.

. This summary relays the position of shareholders who are the absolute beneficial
owners of their shares and who hold their shares as an investment (i.e. on capital
account). Certain other shareholders, such as dealers in securities, collective
investment schemes and our employees of the Village Main Reef Group (or a
connected company), may be taxed differently and are not considered in this

summary.
Income tax and capital gains tax

With regard to the disposal of ordinary shares of South African companies, non-resident
shareholders are generally not subject to South African income tax or Capital Gains Tax
(“CGT”). A non-resident will only be subject to CGT on capital gains arising from the disposal
of ordinary shares in any Village Main Reef Group subsidiary, where =80% of the market
value of the ordinary shares at the date of the disposal is attributable directly or indirectly to
immovable property situated in South Africa (i.e. VMR Group is most likely a “South African
property-rich company”), and provided that the non-resident, either alone or together with any
connected person (as defined) in relation to such non-resident, holds at least 20% of the
ordinary shares in the South African subsidiary. Therefore, where a non-resident holds an
interest of at least 20% of the ordinary shares of a South African property-rich company, such
non-resident may be liable for CGT upon the disposal of such ordinary shares, subject to treaty
relief.

! All rates of taxation quoted in this document are applicable for the year of assessment commencing on or after

March 1, 2016.

- 150 -



REGULATORY OVERVIEW

Only a portion of capital gains is taxable in South Africa. A foreign company will thus
suffer an effective tax rate of 22.4% on capital gains (80% CGT inclusion rate x 28% South
African corporate income tax rate).

Where a non-resident disposes of immovable property in South Africa or an interest in a
South African property-rich company, the transaction may be subject to withholding tax
(subject to certain exemptions). The purchaser will have a duty to withhold a portion of the
purchase consideration, and must remit this to SARS (subject to certain exemptions). Amounts
to be withheld amount to 7.5% of the purchase price where the seller is a natural person, 10%
if the seller is a company and 15% if the seller is a trust. This amount will be allocated towards
settling the CGT liability of the non-resident seller (i.e. as a prepayment), who will be
obligated to register as a taxpayer with SARS for purposes of settling the CGT liability (and
if the non-resident does not so register, that becomes the final tax liability). It is possible to
seek a directive from SARS to reduce the rate of withholding tax in appropriate circumstances.

With regard to the disposal of ordinary shares by South African company shareholders,
CGT will be payable at an effective rate of 22.4% on the amount of proceeds that exceed the
base cost of the shares.

A non-resident shareholder may be subject to South African income tax to the extent that
it derives South African-sourced income from trading in shares and such income is attributable
to a permanent establishment of that non-resident in South Africa.

Dividends Tax

The declaration of a dividend by a South African company to a non-resident company or
person will be subject to dividends tax upon payment of the dividend, which is a withholding
tax, at the rate of 20%. Dividends paid by VMR Group to the Company will be subject to the
treaty relief in terms of the Double Tax Agreement (“DTA”) between South Africa and Hong
Kong provided all the requirements are met. In terms of the said DTA, dividends declared will
be subject to a reduced dividends tax rate of 5% in South Africa (on the basis that the Company
holds at least 10% of the ordinary shares of VMR Group) or 10% in all other cases. VMR
Group will be liable for the dividends tax on any in specie dividends distributed by it at the
reduced rate of 5% or 10% if the Company complies with the requirements of the applicable
South African tax legislation.

Dividends and in specie dividends declared and paid by South African resident companies

to other South African resident companies will be exempt from Dividends Tax, provided all the
administrative requirements are met.
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Securities Transfer Tax

Securities Transfer Tax is levied on every transfer of a security (ordinary share or
depositary) in a South African company. “Transfer” as a general rule includes any cancellation
or redemption of a security, but does not include the issue of a security or any event that does
not result in a change in beneficial ownership of a security. Securities Transfer Tax is levied
at a rate of 0.25% on generally the higher of the consideration for which the security is
purchased or the market value of the security. The Securities Transfer Tax is payable by the
company that issued the security. The Securities Transfer Tax may be recovered from the
person(s) to whom the securities were transferred. An issue of shares by a South African

company will not attract Securities Transfer Tax.

For South African companies of the Group:

The following paragraphs set out a summary of the material South African tax
implications for our South African subsidiary companies based on current South African law.
Changes to the law may affect the implications discussed herein, possibly on a retrospective
basis. The following paragraphs of the South African tax implications are therefore not
comprehensive or determinative.

Taxation of profits and losses

In South Africa the taxable income of mining companies, on which Corporate Income Tax
(“CIT”) is levied is determined slightly different from non-mining companies. A few
significant provisions which affect the taxable income calculation of a gold mining company
are noted below.
Statutory Tax rate

Gold mining companies and non-gold mining companies are taxed at different rates.
South African companies in the Group that are not carrying on direct gold mining operations

are taxed at a statutory rate of 28%.

The non-mining income of gold mining companies is taxed at a rate of 28%. The “gold
formula” used to determine the rate of tax applied to taxable mining income is as follows:

Where ‘Y’ = the percentage rate of tax to be levied; and
‘X’ = the ratio expressed as a percentage, which taxable mining income (after the

deduction of redeemable capital expenditure, but before the set-off of any assessed
losses), bears to mining income.
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Capital Allowances

Mining companies qualify for a 100% deduction from taxable mining income of
allowable capital expenditure incurred. The allowance is however subject to a limitation on the
balance of taxable mining income each year, therefore the allowance is not permitted to create
an assessed loss. The balance of capital expenditure which is not deducted in a respective year
is accumulated and carried forward for deduction in future periods of assessment.

Mines recognised as post-1973 or post-1990 gold mines are allowed an additional
allowance of 10% or 12%, respectively, in certain circumstances.

The capital allowances described above are subject to two limitations — the “outer” and
“inner” ring-fencing provisions. The outer ring-fencing provision ensures that such mining
capital expenditure can only be claimed against “income derived from mining operations.”
Therefore, mining companies must perform separate calculations for mining income and

non-mining income.

The inner ring-fencing provision applies where a company operates two or more mines.
In such an instance, the capital allowances per mine are limited to the mining income derived
per that mine. Accordingly, a mining company must perform separate calculations for mining

income and non-mining income in respect of separate mines.

Rehabilitation obligation and expenditure

Companies engaged in mining operations are obliged to rehabilitate the area mined on
eventual ceasing of mining operations and closure of the mine (refer to NEMA discussion
above under ‘Laws and Regulations on Environmental Protection’ sub-heading). Ongoing
rehabilitation costs are generally deductible for tax purposes. With regard to provisioning for
future rehabilitation obligations, the South African tax law allows for an income tax deduction
of amounts paid to permitted vehicles such as rehabilitation trusts that comply with tax
legislation and the mining legislation. The regulations relating to the financial provision for
rehabilitation upon closure were amended on November 20, 2015. These amendments have
resulted in considerable changes to the manner in which mines calculate and estimate the
financial provisions they must set aside by way of deposit or financial guarantee. These
regulations require the mine to review and align the quantum within three months of the mine’s
financial year end. For the relevant risk, see “Risk Factors — Risks Relating to Doing Business
in South Africa — Our operations are subject to extensive environmental regulations” and
“Risk Factors — Risks Relating to Doing Business in South Africa — Our operations are
subject to extensive health and safety regulations.”
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Taxation of capital gains and losses

Capital gains are subject to income tax and are included in taxable income at a proportion
of 80% (with an effective tax rate of 22.4%) for companies and may be offset against revenue
losses. Capital losses may be offset against current capital gains (subject to certain exclusions)
but not revenue gains. Capital losses not utilised are accumulated and carried forward to be
offset against future capital gains.

Indirect taxes

Value Added Tax (“VAT”) is levied at a rate of either 15% (standard rate) or 0%
(zero-rate) on taxable supplies. Taxable supplies which may be zero-rated (provided certain
requirements are met) are specifically defined within South African tax law and include the
export of goods. VAT vendors that make taxable supplies are allowed to claim the VAT paid on
their costs and expenses (input tax) incurred in the course of making taxable supplies from the
VAT levied on supplies to their customers (output tax), in determining their VAT liability. In
addition, mining companies qualify for an additional refund on diesel costs incurred in mining
operations.

Other tax considerations

Transfer pricing and thin capitalisation

Transfer pricing refers to the method used to set the price of goods and services
exchanged for a consideration, between resident and non-resident connected persons. In South
Africa, taxpayers are required to set these inter-company prices such that they are reflective of
an arms-length transaction (i.e. a transaction) taking place between independent persons where
each person aims to derive the utmost benefit from a pricing perspective). To the extent that
the transaction between a resident and non-resident connected person does not occur on arm’s
length terms, the party who derives a tax benefit is required to calculate its taxable income
based on the arm’s length terms and conditions that should have applied to the transaction.
Where the party who derived the tax benefit is a resident company, the difference between the
taxpayer’s taxable income prior to and after taking into account the arm’s length terms is not
only subject to CIT, but is also deemed to be a dividend in specie declared and paid by that
resident to the non-resident counterparty of the transaction. This dividend in specie will be
subject to Dividends Tax at a rate of 20% which cannot be reduced in terms of an applicable
DTA, on the basis that it is excluded from the definition of a dividend.

The Organisation for Economic Co-Operation and Development (“OECD”) 2015 Reports
on Base Erosion and Profit Shifting contained updated guidance and reporting standards on
transfer pricing arrangements between multi-national entities. South Africa is not a member of
the OECD (although it has observer status), but generally follows OECD recommendations.
Accordingly, Regulations have been released by the SARS which incorporate the changes
recently proposed by the OECD to the transfer pricing reporting standard (known as the
“Country-by-Country Reporting Standard”) applied in South Africa.
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Thin capitalisation is essentially a sub-set of transfer pricing, which regulates the basis
on which inter-company funding arrangements are permitted in South Africa, where a South
African resident company is the borrower and a foreign, non-resident shareholder is the lender.
SARS will disallow “excessive interest” or limit the deduction of total interest where the
funding advanced is determined to result in a disproportionate degree of debt compared to
equity. In addition, excessive interest will be deemed to be a dividend in specie and will be
subject to Dividends Tax at 20%, which may not be reduced in terms of an applicable DTA.

Interest Limitation Rule

The South African tax law contains provisions which limit the deduction of interest
incurred by a resident company in respect of loans from non-resident or non-taxable companies
in terms of a formula determined with reference to the average repo rate which provides that
the taxpayer may not deduct interest exceeding 60% (currently limited to 43%) of its so-called
“adjusted taxable income” in any year of assessment plus any interest received. Any interest
which is not deducted may be carried over and deducted in the following year of assessment.
This interest limitation rule does not apply if the funding is provided by a non-controlling
entity in relation to the debtor and the interest rate does not exceed the South African repo rate

plus 100 basis points.

Taxation of mineral royalties — the Mineral Royalty Act

Any person holding a prospecting right or mining right; retention permit; exploration
right; mining permit or production permit; or a lease or sublease in respect of such a right; or
any person who has recovered a mineral or petroleum resource in South Africa is subject to a
levy in terms of the Mineral and Petroleum Resources Royalty Act No 28 of 2008 (the
“Mineral Royalty Act”). The royalty in respect of refined minerals (which includes gold) is
calculated by dividing earnings before interest and taxes (“EBIT”) by the product of 12.5 times
gross revenue of refined mineral resources calculated as a percentage, plus an additional 0.5%.
EBIT refers to taxable mining income (with certain exceptions, such as no deduction for
interest payable and foreign exchange losses) before assessed losses, but after capital
expenditure. A maximum royalty limit of 5% of revenue applies to refined minerals.

Laws and Regulations relating to the Exchange Control

The existence of Exchange Control Regulations ensures that each time any of the foreign
currency reserves are utilised, equivalent value in the form of goods and services, debt
reduction or approved foreign assets, is received in South Africa. The main purpose of
exchange control is to: (1) ensure the timeous repatriation into the South African banking
system of certain foreign currency acquired by residents of South Africa, whether through
transactions of a revenue or of a capital nature; and (2) prevent the loss of foreign currency
resources through the transfer abroad of real or financial capital assets held in South Africa;
by monitoring the movement of financial and real assets (money and goods) into and out of
South Africa.
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Under the South African Exchange Control Regulations, the ordinary shares of a South
African company are freely transferable outside of South Africa to persons who are not
residents of South Africa, the Republic of Namibia and the Kingdoms of Lesotho and
Swaziland, known collectively as the “Common Monetary Area,” or the “CMA.” This is
subject to the requirement that the share certificate should be endorsed as non-resident by an
authorised dealer in South Africa, with each transfer to a non-resident.

There are no exchange control restrictions on the remittance abroad of dividends to
non-resident shareholders by a South African company (provided the relevant share certificate
is endorsed “non-resident”). There are however restrictions on foreign debt-funding receivable
by South African exchange-control-resident” companies.

Laws and Regulations relating to Land and Immovable Property
The Deeds Registries Act

Ownership of land is generally transferred from a registered owner to the person who has
acquired it in terms of the Deeds Registries Act 47 of 1937 (the “DRA”). The DRA regulates
the process of land registration, transfer of immovable property and the registration of
restrictive rights affecting immovable property, for example, personal or praedial servitudes,
leases, mortgage bonds etc. Thus, ownership in immovable property is not transferred by the
mere conclusion of an agreement of sale, the transfer of the immovable property must be
registered in the applicable Deeds Office in order for ownership to pass. The document

evidencing ownership in most instances is a deed of transfer.

Although ownership is the most comprehensive right one may have in an immovable
property, such a right may be limited by:

. real or personal rights, for example, personal or praedial servitudes. Praedial
servitudes are real rights which are registered over one piece of immovable property
in favour of another immovable property. Personal servitudes are real rights

registered in favour of a person over an immovable property;
. lease agreements — registered or unregistered;

. restrictive conditions, for example, conditions prohibiting transfer of certain types
of immovable property or conditions relating to the use of or prohibiting the
alienation of immovable property; and

. mortgage bonds hypothecating immovable property in favour of a Mortgagee (more
commonly known as a bondholder).

Residency for South African tax purposes and residency for South African exchange control purposes may
differ.
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It is important to peruse the endorsements and conditions reflected in the deed of transfer

in order to ascertain whether there are any restrictive conditions applicable to the immovable
property.

The Rural Development and Land Reform Department has announced the implementation
of the Electronic Deeds Registration Bill which will result in decreased turnaround time for
registration of immovable property. This announcement will result in new developments which
will further diversify the land registration system in South Africa.

The Alienation of Land Act

The Alienation of Land Act 68 of 1981 (the “ALA”) provides that all agreements of sale,
exchange or donation in respect of immovable property must be contained in a written
document, signed by all concerned parties. The only exception to this provision is when an
immovable property is sold by public auction. Thus, it is essential that an agreement of sale,
an agreement of exchange or an agreement of donation is in writing and signed by all parties,
where it relates to immovable property.

The ALA also regulates sale of immovable property where the purchase price is paid in
instalments (“sale by instalments”). In certain instances the National Credit Act 34 of 2005

may apply to such sale by instalments.

The Restitution of Land Rights Act

The Restitution of Land Rights Act, 22 of 1994 (the “RLRA”) provides for the restitution
of rights in land to persons or communities dispossessed of their land due to past racially
discriminatory laws or practices.

The RLRA established a Commission on Restitution of Land Rights, now known as the
Land Claims Commission, and a Land Claims Court. In terms thereof, persons are entitled to
lodge a claim for restitution of land with the Land Claims Commission. The Land Claims
Commission is then required to investigate the claim and if the claim has merit, to publish the
claim in the Government Gazette. The State must settle the claim either by returning the land
to the claimants or any equitable redress, which includes the awarding of state land or the
payment of compensation to the claimants. Where restitution is in the form of returning the
land to the claimants, fair value is required to be paid by the State. Having said that, however,
although the existing expropriation laws do not allow for expropriation of land for restitution
purposes, (since the Expropriation Act allows for expropriation for public purposes only) the
Expropriation Bill, which has been published for public comment, allows for expropriation for
public purposes but also if in the public interest. Under the Expropriation Bill, land restitution
may therefore take the form of expropriation, in which case the bill allows for compensation
based on just and equitable factors and not mere value. See expropriation below. Where matters
cannot be resolved, the Land Claims Court may hear the matter and make rulings. Previously,
the lodgement of land claims ended on 31 December 1998. Parliament then passed the
restitution of Land Rights Amendment Act 2014 which extended the cut-off date for lodgement
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of claims to 31 December 2019. However, this Amendment Act was declared unconstitutional
and invalid by the constitutional court. With regard to claims that were lodged after 1 July
2014, but before the order of invalidity was granted, the constitutional court further ordered
that the commission may not process such claims unless all claims lodged up to 31 December
1998 had been finalised. As at today’s date, the claims lodged up to 31 December 1998 have
not yet been finalised and the current position is therefore that claims lodged after 1 July 2014
may not be processed by the land claims commissioner.

In order to ensure that there are no land claims in respect of immovable property, one
must make enquiry with the Land Claims Commission as to whether any land claims have been
submitted against the property concerned. It is advisable to get written confirmation from the
Land Claims Commission that there are no land claims submitted and/or noted against the

immovable property concerned — this process can however take a few months.

The Subdivision of Agricultural Land Act

The Subdivision of Agricultural Land Act 70 of 1970 was enacted in order to control the
subdivision of agricultural land. It is important to note that the consent of the Minister of
Agriculture must be obtained when dealing with portions of agricultural land. For example,
should a person wish to enter into and register a long-term lease agreement in respect of a
portion of immovable property, the consent of the Minister of Agriculture must be obtained
prior to the conclusion of such long-term lease.

The Expropriation Act 63 of 1975

The Expropriation Act 63 of 1975 provides for Minister of the Public Works, subject to
an obligation to pay compensation, to expropriate any property for public purposes or take the
right to use temporarily any property for public purposes, for example road widening purposes
or for municipal services. Expropriation is the act of taking possession of an item of property
from its owner in exchange for compensation and irrespective of the wishes of the original
owner. In terms of the Act, compensation for expropriation is based on the value of the
property, however, in terms of the Expropriation Bill, compensation is based on just and
equitable factors and a property may therefore be expropriated for nil compensation, where it
is just and equitable to do so, having regard to all relevant circumstances, including but not
limited to:

1. where the land is occupied or used by a labour tenant as defined in the Land Reform
(Labour Tenants) Act, 3 of 1996;

2. where the land is held for purely speculative purposes;

3.  where the land is owned by a state owned corporation or other state owned entity;

4.  where the owner of the land has abandoned the land; and
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5.  where the market value of the land is equivalent to, or less than, the present value
of direct state investment or subsidy in the acquisition and beneficial capital
improvement of the land.

The Bill was published for public comment and it is likely that the bill will be amended,
following the comments.

Planning

All land in South Africa falls under the purview of either a local authority or a district
authority, by which planning controls are implemented. In the case of urban properties,
planning control is extensive through planning ordinances, municipal by-laws and approved
development frameworks of the municipalities indicating the extent to which land may be
developed with support of the authorities.

Change of use of land requires planning approval, which is subject to public participation
and may incur objections. Opposition to proposed changes is heard by tribunals established by
the local authorities. In certain circumstances there may be appeals from those tribunals to an
independent appeal body. Professional town planners practice in South Africa and are useful
in assisting in proposed change of use applications.

Local government

The Local Government: Municipal Property Rates Act No. 6 of 2004 regulates the power
of a municipality to impose rates on property and makes provision for municipalities to
implement a transparent and fair system of rating, exemptions, reductions and rebates through
rating policies. The valuation methods of properties must be fair and equitable and permit
objections and appeal processes to be implemented. Municipalities must adopt rates policies in
terms of this act. In terms of a recent Court decision all mining land must be appropriately
zoned and rates are payable on mining land.

Laws and Regulations relating to the BBBEE Act and the Codes

Since the advent of democracy in South Africa in 1994, the South African economy has
profoundly transformed. Consistent economic growth has been recorded. Furthermore, the
Government of the Republic of South Africa (the “RSA Government”) has adopted and
implemented macro-economic stabilisation mechanisms and policies, which it is believed has
provided a platform for maintaining and advancing economic growth and development in South
Africa.

Despite these successes, the RSA Government recognised that for so long as it continued
to be characterised by gender and racial inequalities, South Africa would not be socially and
politically stable. Thus, the RSA Government set about to adopt meaningful strategies and
policies that would redress the legacies of Apartheid by including and enhancing the
participation of HDSA’s in the South African economy. The Apartheid system was designed to
restrict non-white South Africans from any meaningful participation in the South African
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economy and wealth was confined to a racial minority. The result was an economic structure,
still very much in existence today, which excludes the vast majority of South Africans who are
black people. One such strategy to address this legacy was BBBEE. BBBEE is a policy driven
by the South African government through legislation and similar regulatory measures, which
aims to (i) remedy historical racial imbalances in the South African economy and (ii) achieve
economic transformation, by increasing the number of black people who participate in the
mainstream South African economy. Section 9(2) of the “RSA Constitution” authorises the
introduction of regulatory measures aimed at advancing categories of persons “disadvantaged
by unfair discrimination” and thus provides a constitutional basis for BBBEE. The underlying
principle of BBBEE is the use of the State’s regulatory and purchasing powers to increase
participation by “black people” in the South African economy. This is done by giving
recognition and preference to enterprises that contribute to BBBEE.

The South African BBBEE strategy, designed to promote meaningful participation in the
South African economy by black people was introduced by the Broad-Based Black Economic
Empowerment Act, 53 of 2003 (which came into effect on April 21, 2004) as amended by the
Broad-Based Black Economic Empowerment Amendment Act, 46 of 2013 (which came into
effect on October 24, 2014) (the “BBBEE Act”). Section 9 of the BBBEE Act allows for the
development and issuing of Codes of Good Practice on BBBEE (the “Codes”) and section 12
of the BBBEE Act allows development of Sector Charters (i.e. these are documents which have
been developed and agreed upon by major stakeholders in the industry and are published for
information purposes only and used as a statement of intent by industry players). The Codes
were first published in 2007, and were revised in 2013 (although the revisions only came into
effect in 2015). The Codes sought to provide a standard framework, in the form of a “generic
scorecard,” for the measurement of BBBEE across all sectors and industries operating within
the South African economy and sought to regularise such sectors and industries by providing
a clear and comprehensive criteria for the measurement of BBBEE. The Codes apply in the
absence of sector specific codes which have been agreed to by interested and affected parties
active within a specific sector. By way of background, various sectors within the South African
economy may negotiate and agree on the Codes which would govern transformation in that
specific sector. In addition, certain codes fall outside of the regulatory framework established
by the BBBEE Act and Codes promulgated by the Minister of Trade and Industry thereunder.
One such sector is the mining industry, where the Mining Charter governs the implementation
of BBBEE, among other things, within the mining industry.

Organs of state and public entities must take into account and apply the Codes when:
. determining qualification criteria for the granting of licenses and concessions;

. developing and implementing a preferential procurement policy;

. determining qualification criteria for the sale of state-owned enterprises;

. developing criteria for entering into partnerships with the private sector; and

. determining criteria for the awarding of incentives, grants and investment schemes.
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It is a criminal offence to misrepresent, or to attempt to misrepresent the BBBEE
recognition level of an entity (so-called “fronting”) and any natural person found guilty of such
offence may be imprisoned for a period not exceeding 10 years and/or fined. If the person
found guilty of such offence is not a natural person, it could be fined an amount not exceeding

10% of its annual turnover.
Laws and Regulations relating to Labour

Key South African employment related legislation includes the Basic Conditions of
Employment Act No. 75 of 1997 (“BCEA”), the Employment Equity Act No. 55 of 1998
(“EEA”), the Labour Relations Act 66 of 1995 (“LRA”), the National Minimum Wage Act 9
of 2018 (“NMWA”), the Skills Development Act No. 97 of 1998 (the “SDA™), the Skills
Development Levies Act, No. 9 of 1999 (the “SDLA”), the South African Qualifications
Authority Act, No. 58 of 1995 (the “SAQAA”), the Occupational Health and Safety Act, No.
85 of 1993 (the “OHSA”) and the MHSA. In addition to this legislation, there are a few other
employment related statutes which we have not considered necessary to address in any detail
here but which would apply in the context of employment law in South Africa and which have

been assigned to the Minister of Labour to administer’.
Requirement to display key acts

An employer is required to conspicuously display summaries of the following statutes in

the workplace:

the BCEA;

. the EEA;

the SDA; and

. the MHSA.

These summaries are available in poster form at the relevant government department.
Basic Conditions of Employment Act

The purpose of the BCEA is to establish and enforce basic or minimum conditions of

employment for the protection of employees.

These include the following statutes: Unemployment Insurance Act, No. 63 of 2001, Unemployment Insurance
Contributions Act No. 4 of 2002, COIDA. Promotion of Equality and Prevention of Unfair Discrimination on
Act 4 of 2000.
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The BCEA applies to both the public and private sector and covers all employees except
members of the National Defence Force, the National Intelligence Agency and the South
African Secret Service. Unpaid volunteers working for organisations serving a charitable
purpose are also excluded from the BCEA. In addition certain categories of employees are
excluded from the protection of certain provisions of the BCEA. These exclusions are
addressed below.

In addition to the exclusions referred to above, the terms and conditions of employment
provided for in terms of the BCEA would not apply to employees to the extent that their terms
and conditions of employment have been varied or altered by way of a collective agreement
concluded in a Bargaining Council and only to the extent permitted by the BCEA. Accordingly,
the minimum conditions of employment contained in a collective agreement would apply to
those employees covered by that agreement rather than the provisions of the BCEA. Only those
terms and conditions of employment provided for in the BCEA that have not been varied or
altered by way of a collective agreement would continue to apply to the employees covered by
that agreement. However, certain sections of the BCEA are only applicable to employees
earning less than the determined threshold, which is currently R205,433.30 per annum
(“Threshold”)*. The Minister of Labour may change the Threshold from time to time.

Working hours and overtime

Section 9 of the BCEA provides, inter alia, that an employer may not require or permit
an employee to work more than 45 hours in any week or nine hours in any day, if the employee
works for five days or fewer in a week or eight hours in any day if the employee works for more
than five days in a week.

Section 10 of the BCEA provides, inter alia, that an employer may not require or permit
an employee to work overtime except in accordance with an agreement and then not more than
ten hours overtime in a week. To this end, an employee must be compensated for such
overtime.

Section 17 provides that work that is performed after 18h00 in the evening and before
06h00 the next day constitutes “night work”. By agreement, an employee may work such night
work, if the employee is paid an allowance or receives a reduction in working hours and
transport is available between the place of employment and the employee’s residence at the
commencement and conclusion of work.

Section 18 of the BCEA provides, inter alia, that an employer may only require an
employee to work on a Public Holiday by agreement and then the employee must be
compensated as follows:

4 All employees earning in excess of the Threshold will be excluded from sections: 9, 10, 11, 12, 14, 15, 16,

17(2) and 18(3) of the BCEA.
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. double the wage the employee would ordinarily have received for work on that day;
or

. if it is greater, the wage the employee would ordinarily have received for work on

that day plus the amount earned by the employee for time worked on that day.

The working hours and overtime provisions as aforementioned, however, do not apply to
employees earning above the BCEA threshold, senior managerial employees, employees
engaged as sales staff who travel to the premises of customers and who regulate their own
hours of work and employees who work less than twenty four hours a month for an employer.

Leave

The BCEA regulates annual leave, sick leave, maternity leave and family responsibility
leave. These provisions do not apply to employees who work less than twenty four hours per
month or to leave granted in excess of the statutory minimums unless an agreement provides
otherwise.

In addition, recent amendments to the BCEA have introduced parental and adoption leave,
as well as leave for parents who commission a surrogate. These amendments have recently

become effective.
Particulars of employment and remuneration

An employer must supply an employee, when the employee commences employment,
with the following particulars in writing: the full name and address of the employer; the name
and occupation of the employee, or a brief description of the work for which the employee is
employed; the place of work, and whether the employee is required or permitted to work at
various places; the date on which the employment began; the employee’s ordinary hours and
days of work; the employee’s wage or the rate and method of calculating wages; the rate of pay
for overtime work; any other cash payments to which the employee is entitled; any payment
in kind that the employee is entitled to and the value of the payment in kind; how frequently
remuneration will be paid; any deductions to be made from the employee’s remuneration; the
leave to which the employee is entitled; the period of notice required to terminate employment,
or if employment is for a specified period, the date when employment is to terminate; a
description of any council or sectoral determination which covers the employer’s business; any
period of employment with a previous employer that counts towards the employee’s period of
employment; a list of any other documents that form part of the contract of employment,
indicating a place that is reasonably accessible to the employee where a copy of each may be
obtained.’

3 Section 29 of the BCEA.
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Termination of employment

Under the BCEA, either party may terminate an employment contract of employment by
giving the other party written notice of not less than:

. one week, where the employee has worked for the employer for six months or less;

. two weeks, where the employee has worked for the employer for more than six
months but less than a year; and

. four weeks, where the employee has worked for the employer for more than a year.®

Notwithstanding the aforementioned, an employer cannot merely terminate an employee’s
employment by furnishing him or her with notice. To this end, the employer is required to
adhere to the pre-dismissal requirements that are canvassed extensively below.

Section 37 of the BCEA

These are the minimum notice periods set by statute. Contractual notice provisions may
vary these notice periods. However, whatever notice period may be agreed must apply equally
to both parties and employers cannot require employees to serve a greater notice period than
that which they are required to give the employee. It is not unusual for senior employees to be
required to serve a notice period longer than the statutory minimum.

Minimum Wage Legislation

The NMWA came into effect on 1 January 2019. This Act aims to provide a national
minimum wage. The national minimum wage is currently R20 for each ordinary hour worked,
with the exception of farm workers who are entitled to R18 per hour and domestic workers who
are entitled to R15 for each hour worked.

Employers may apply for limited time exemptions from the application of the NMWA,
which would also allow for partial relief from the minimum wage requirements. Extensive
financial motivations need to accompany any exemption application.

Labour Relations Act

The LRA governs a plethora of issues ranging from the organisational rights of trade
unions to the rules and procedures governing dismissals.

6 Section 37 of the BCEA.
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The LRA is applicable to every employer and employee in every undertaking, industry,
trade or occupation in South Africa, including the State, with the only exclusions being
members of the National Defence Force, National Intelligence Agency and South African
Secret Service.

Dismissals generally

The LRA codifies the laws, court decisions and principles in respect of dismissals, all of
which are premised on the principle that an employee may only be fairly dismissed if there are
fair and valid grounds for such dismissal (substantive fairness) and if such dismissal is effected
in terms of a fair procedure (procedural fairness).

Unfair labour practice

Section 186(2) of the LRA deals with unfair labour practices. An unfair labour practice
has been defined as any unfair act or omission that arises between an employer and an
employee involving:

. any unfair conduct by the employer relating to the promotion, demotion, probation
(excluding disputes about dismissal for reasons relating to probation) or training of

an employee or relating to the provision of a benefit to an employee;

. the unfair suspension of an employee; or

. any unfair disciplinary action which is short of dismissal; or

. if an employer refuses or fails to reinstate or reemploy a former employee in terms
of any agreement; or

. if an employee discloses to the authorities any contravention of the Protected
Disclosures Act 26 of 2000 (the “PDA”) then that employee may not be subject to
any form of occupational detriment. To this end, occupational detriment includes the
unfair suspension or demotion of an employee. If an employer subjects an employee
to any form of occupational detriment (short of dismissal) as defined in the PDA

then that conduct may amount to an unfair labour practice.
Retrenchments
Sections 189 and 189A of the LRA govern dismissals based on the operational
requirements of an employer, for example, dismissals due to the introduction of new

technology, the restructuring of the enterprise, the financial management of the enterprise or
similar needs of the employer.
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If an employer contemplates terminating one or more employees as a consequence of its
operational requirements then the employer is obliged to consult with any person whom the
employer is required to consult in terms of any collective agreement; if there is no collective
agreement then with a workplace forum and any registered trade union whose members are
likely to be affected by the proposed dismissals; if there is no workplace forum, then with the
aforesaid registered trade union; if there is no such registered trade union, then with the
affected employees or their nominated representative who is appointed for this purpose.

The employer and the consulting parties must during the aforesaid consultative process
engage in a meaningful joint consensus seeking process in an attempt to reach consensus on,
inter alia, appropriate measures to avoid the envisaged dismissals, to minimise the number of
the envisaged dismissals, to change the timing of the envisaged dismissals; the proposed
selection criteria that would be applied in dismissing the employees and severance pay to be
provided to the affected employees.

In this regard, the employer is required to issue a written notice to the other consulting
party or parties inviting them to consult with it and in so doing disclose in writing relevant
information, including the reasons for the proposed dismissals, alternatives that the employer
has considered prior to proposing the dismissals and any reasons for rejecting such alternatives,
the number of employees likely to be affected and their job categories, the proposed method
for selecting the affected employees, the proposed timing of the dismissals, the severance pay
proposed by the employer, any assistance that the employer proposes to offer to the affected
employees, the possibility of future re-employment of the affected employees, the number of
employees employed by the employer and the number of employees that the employer has
dismissed for reasons based on its operational requirements in the preceding 12 months.

If during the consultative process any representations are made by the consulting parties
in writing, the employer is required to respond to those representations in writing. There are
also provisions in section 16 of the LRA which allows the affected employee or representative
trade union to request all relevant information.

In terms of section 189 of the LRA, if during the consultation process, the parties are
unable to identify any reasonable alternatives to the employee’s retrenchment, then the
employee is entitled to severance pay equal to at least one week’s remuneration for each
completed year of continuous service with the employer in terms of section 41 of the BCEA.
However, if the employee unreasonably refuses to accept the employer’s offer of alternative
employment with the employer or any other employer, such employee is not entitled to
severance pay. In addition to severance pay, on date of termination of employment, the
employee is entitled to his/her salary to date, any outstanding leave pay and payment in lieu
of notice if he/she has not worked the period of notice. The employee may also be entitled to
a benefit payment which is payable by the fund to the employee under the employer’s

pension/provident fund.
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If the employee contests the substantive and/or procedural fairness of his/her
retrenchment, then he/she may refer a dispute to the CCMA or the relevant Bargaining Council.
If the dispute remains unresolved after conciliation, then the employee may refer the matter to
the CCMA, relevant Bargaining Council or Labour Court (in the case of a retrenchment
affecting more than one employee) for adjudication. If the CCMA, Bargaining Council or
Labour Court determines that the employee’s retrenchment was unfair, then the Court may
order the reinstatement of the employee or may award the employee compensation — in terms
of section 193 and 194 of the LRA. If the dispute only concerns the employee’s entitlement to
severance pay, then after conciliation, the employee may refer such dispute to arbitration under
the auspices of the CCMA or relevant Bargaining Council.

Section 189A deals with operational requirement dismissals where an employer employs
more than 50 employees and the employer contemplates terminating a threshold number of
those employees as a consequence of its operational requirements. To this end, if the employer,
inter alia, contemplates retrenching 50 or more employees in an organisation that employs 500
employees or the numbers of employees the employer contemplates dismissing together with
the number of employees actually retrenched during the previous 12 months exceeds the
aforesaid number, the employer and the consulting parties are required to comply with the
provisions of section 189A of the LRA.

As set out above, the employer is required to invite the consulting parties to consult on
the proposed termination of the employee’s employment and furnish them with the relevant
information as aforementioned. The employer may however in its notice to the other consulting
parties require that the CCMA appoint a facilitator to assist the parties during the consultative
process. A majority trade union representing the majority of employees who would be affected
by the contemplated retrenchments may also request facilitation of the process and notify the
CCMA within 15 days of receipt of the aforesaid notice from the employer. The parties may
also enter into an agreement to appoint a facilitator.

If a facilitator is appointed, the facilitation would be conducted in accordance with
regulations made by the Minister of Labour. Once a facilitator has been appointed and 60 days
has lapsed from the date on which the employer has provided the other consulting parties with
a notice of its intention to terminate employees’ employment for reasons relating to its
operational requirements. Upon receipt of the notice to terminate the employees’ employment,
the trade union representing the employees may either give notice of its intention to strike in
terms of the provisions of the LRA or refer a dispute concerning whether there is a fair reason
for a dismissal to the Labour Court.

If a facilitator is not appointed, an employee affected by the contemplated retrenchments
may not refer a dispute to the CCMA or relevant Bargaining Council (for conciliation), unless
a period of 30 days has lapsed from the date on which the notice of the employer’s intention
to terminate employment has been given. After this 30 day period has lapsed, either party may
refer a dispute to the CCMA or Bargaining Council for conciliation in terms of the LRA (strike
or lock-out provisions). Once the said dispute has been conciliated upon or a 30 day period has
lapsed from the date of referral, the employer may give notice to terminate the contracts of
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employment. Upon receipt of this notice to terminate the contracts of employment, the trade
union representing the employees or the employees themselves may give notice of their
intention to strike or refer a dispute concerning the substantive fairness of the dismissal to the
Labour Court.

A notice of the commencement of the strike may be given by the employees to the
employer if the employer dismisses or gives notice of dismissal before the expiry of the time
periods specified above.

If the employees or their trade union have given notice of their intention to strike, they
may not refer a dispute concerning the substantive fairness of a dismissal to the Labour Court
and vice versa. In the event that the employees strike, the employer would be entitled to

lock-out, in terms of the provisions of the LRA.

If an employer does not comply with a fair procedure during the consultative process, the
other consulting party may approach the Labour Court by way of an application for an order
compelling the employer to comply with a fair procedure, interdicting or restraining the
employer from dismissing any employee prior to complying with a fair procedure or directing
the employer to reinstate any employee until it has complied with a fair procedure or make an
award of compensation. Such an application must be launched by the other consulting parties
within 30 days after the employer has given notice to the consulting parties regarding its
intention to terminate the employees’ services or the date that the employees are dismissed.

Transfer of a business as a going concern

Section 197 of the LRA provides that if a business or part thereof, trade, undertaking or
service is transferred from one employer to another as a going concern then the new employer
is automatically substituted in the place of the old employer in respect of all the contacts of

employment of the employees in existence immediately before the date of the transfer.

All the rights and obligations between the old employer and each employee at the time
of transfer continue in force as if they are rights and obligations between the new employer and
each employee. Anything done prior to the transfer by or in relation to the old employer,
including dismissal of an employee or commission of an unfair labour practice, is considered
to have been done by the new employer.

The transfer also does not interrupt employees’ continuity of employment (past service
with the old employer is recognised).

The new employer would be deemed to have complied with the provisions of this section
if it employs a transferred employee on terms and conditions that on the whole are not less
favourable to the employee than those that applied to the employee at the old employer and
prior to the transfer.
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Section 197A deals with the transfer of contracts of employment in circumstances of
insolvency. In terms of this section, if a business is transferred as a result of insolvency of an
old employer or if a scheme of arrangement has been entered into in order to avoid winding
up of the old employer, the new employer is automatically substituted in the place of the old
employer in respect of all contracts of employment that are in existence immediately before the
old employer’s provisional winding up or sequestration.

All the rights and obligations between the old employer and each employee at the time
of the transfer remain rights and obligations between the old employer and each employee.
Anything done before the transfer by the old employer in respect of each of its employees is
considered to have been done by the old employer.

The transfer also does not interrupt employees’ continuity of employment.

Temporary employment services: general

A temporary employment service means any person or entity who, for reward, procures
for or provides to a client other persons who:

. perform work for the client; and

. are remunerated by the temporary employment service.

For the purposes of the LRA, a person whose services have been procured for or provided
to a client by a temporary employment service is the employee of that temporary employment

service, and the temporary employment service is that person’s employer.

The temporary employment service and the client are jointly and severally liable if the
temporary employment service, in respect of any of its employees, contravenes:

. a collective agreement concluded in a bargaining council that regulates terms and
conditions of employment;

. a binding arbitration award that regulates terms and conditions of employment;

. the BCEA; or

. a sectoral determination made in terms of the BCEA.
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If the client of a temporary employment service is jointly and severally liable in terms of
section 198(4) of the LRA or is deemed to be the employer of an employee in terms of section
198A(3)(b) of the LRA:

. the employee may institute proceedings against either the temporary employment
service or the client or both the temporary employment service and the client;

. a labour inspector acting in terms of the BCEA may secure and enforce compliance
against the temporary employment service or the client as if it were the employer,
or both; and

. any order or award made against a temporary employment service or client in terms
of this subsection may be enforced against either.

Temporary employment services: employees earning below earnings threshold
In this section, a temporary service means work for a client by an employee —
. for a period not exceeding three months;
. as a substitute for an employee of the client who is temporarily absent; or

. in a category of work and for any period of time which is determined to be a
temporary service by a collective agreement concluded in a bargaining council, a
sectoral determination or a notice published by the Minister.

This section does not apply to employees earning in excess of the BCEA Threshold.

A person performing a temporary service as set out in section 198(A) is an employee of

the Temporary Employment Service.

A person who does not perform a temporary service as set out in section 198(A) is deemed
to be the permanent employee of the client of the Temporary Employment Service. This means
that a person provided by a Temporary Employment Service who earns below the threshold set
in the BCEA, who has been providing services to a client of the Temporary Employment
Service for more than three months, is deemed to be the permanent employee of the client of
the Temporary Employment Service (“deeming provision”). Such a deemed employee must be
treated on the whole no less favourably than the permanent employees of the client of the
Temporary Employment Service, unless there exists a justifiable reason for the differential
treatment.

The Constitutional Court has interpreted the deeming provision to mean that once a
temporary service employee is deemed to be the employee of the client of the temporary
service, such employee is the sole employee of such client of the temporary employment
service, for the purposes of the LRA. This interpretation has given rise to a number of practical
difficulties.
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The termination by the temporary employment services of an employee‘s service with a
client, whether at the instance of the temporary employment service or the client, for the
purpose of avoiding the operation of section 198(3)(b) or because the employee exercised a
right in terms of the LRA, will constitute a dismissal and the employee may take recourse
against the client or the temporary employment service in accordance with section 198(A) of
the LRA.

Fixed term contracts

Section 198B of the LRA defines a “fixed term contract” as a contract of employment that

terminates on:

. the occurrence of a specified event;

. the completion of a specified task or project; or

. a fixed date, other than an employee’s normal or agreed retirement age.

These provisions do not apply to:

. an employee who is earning in excess of the BCEA Threshold;

. a small employer, who employs less than ten employees, or a new business with less
than 50 employees and which has been in business for less than two years, provided
that the employer doesn’t conduct more than one business or the business wasn’t

formed by the division or dissolution of an existing business; or

. employees who are employed in terms of a fixed term contract which is permitted
by any statue, sectoral determination or collective agreement.

The circumstances under which an employer may employ an employee on a fixed-term
contract or successive fixed-term contracts for longer than three months are exceptionally
limited. These circumstances are: (i) the nature of the work for which the employee is
employed is of a limited or definite duration; or (ii) the employer can demonstrate any other

justifiable reason for fixing the term of the contract.

The employer must be able to justify its reason for employing an employee on a fixed

termed contract as opposed to a permanent contract of employment.
An offer to employ an employee on a fixed term contract or to renew or extend a fixed

term contract, must: (i) be in writing; and (ii) state the reasons for the fixed term contract,

renewal or extension thereof as contained above.
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In the event that of any proceedings instituted in terms of the fixed term agreement, the
onus is on the employer to prove that there was a justifiable reason for fixing the term of the
contract, and that the term was agreed.

An employee earning below the Threshold, who is employed in terms of a fixed term
contract without a justifiable reason for the use of a fixed term contract, for longer than three
months is deemed to be indefinitely employed and must not be treated less favourably than an
employee employed on a permanent basis performing the same or similar work, unless there
is a justifiable reason for different treatment. An employer must provide equal access to
opportunities to apply for vacancies to both employees employed on a permanent bases and
employees employed on a fixed term contract.

Where an employer employs an employee in terms of a fixed term contract to work
exclusively on a specific project that has a limited or defined duration, for a period exceeding
24 months, must, subject to the terms of any applicable collective agreement, pay the employee
on expiry of the contract one week’s remuneration for each completed year of the contract
calculated in accordance with section 35 of the BCEA. An employee is not entitled to such
payment if, prior to the expiry of the fixed term contract, the employer offers the employee
employment or procures employment for the employee with a different employer, which
commences at the expiry of the contract and on the same or similar terms.

Resolution of disputes

All labour disputes are first conciliated by the CCMA or relevant Bargaining Council in
an attempt to settle the dispute.

Unresolved disputes are determined either by the relevant Bargaining Council, CCMA or
the Labour Court depending on the nature of the dispute. Disputes regarding dismissals for
incapacity, misconduct, unfair labour practices, constructive dismissal and single
retrenchments are arbitrated by the relevant Bargaining Council or the CCMA.

Disputes concerning retrenchments (affecting more than one employee), discrimination
and strikes are adjudicated by the Labour Court.

If the Labour Court (or an arbitrator appointed by the CCMA or relevant Bargaining
Council) finds a dismissal to be substantively unfair, reinstatement may be ordered as the
primary remedy under the LRA. The court or the arbitrator will determine the date from which
reinstatement is to take effect, but such date may not be earlier than the date of the dismissal.
Where reinstatement is awarded the arbitrator may also award backpay from the date of the
award to the date of dismissal.

Instead of reinstatement, the court or the arbitrator may order the employer to re-employ
the employee either in the work in which the employee was employed before the dismissal or
in other reasonably suitable work. The court or arbitrator will determine the date for

re-employment which may not be earlier than the date of dismissal.
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Compensation may, however, be ordered instead of re-instatement or re-employment

where:

. the employee does not wish to be re-instated or re-employed;

. the circumstances surrounding the dismissal are such that continued employment
would be intolerable;

. it is not reasonably practicable for the employer to re-instate or re-employ the
employee; or

. the dismissal is unfair only because the employer did not follow a fair procedure.

In terms of section 194(1) of the LRA, where the dismissal is found to be unfair either
because the employer did not prove that the reason for the dismissal was fair and valid or the
employer did not follow a fair procedure, the amount of compensation awarded must be just
and equitable in all circumstances, but may not exceed the equivalent of 12 months’
remuneration calculated at the employee’s rate of remuneration on the date of dismissal.

In terms of section 194(3) of the LRA, where an employee’s dismissal is automatically
unfair, the compensation awarded to such employee must be just and equitable, but not more
than the equivalent of 24 months’ remuneration calculated at the employee’s rate of
remuneration on the date of dismissal.

In section 194(4) of the LRA, the compensation awarded to an employee for an unfair
labour practice must be just and equitable but not more than the equivalent of 12 months’
remuneration.

Trade Unions

All employees in South Africa, regardless of grade, are entitled to form, join and
participate in trade unions. Depending on the level of representation of a union in the
workplace (meaning how many members the union has at a workplace), it is entitled to certain
organisational rights. If the union is “sufficiently” representative it is entitled to the following
rights: access to the workplace (section 12 of the LRA), deduction of union levies from
members’ salaries (section 13 of the LRA) and time off for union representatives to perform
functions (section 15 of the LRA). Unions with majority representation are entitled to the rights
afforded in section 12, 13 and 15 of the LRA and have elected trade union representatives
(section 14 of the LRA), paid time off for union representatives to perform functions (section
15 of the LRA) and disclosure by the employer of relevant information (section 16 of the
LRA). The terms “sufficiently representative” and “majority representative” are not defined in
the LRA. When determining the issue of sufficient representation, numerous factors are taken
into account, for example, the nature of the workplace, the nature of the organisational right,
the nature of the sector and the organisational history of the workplace. Majority representation

is accepted to mean a simple majority.
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Irrespective of the thresholds that may be agreed in recognition agreements as set out
above, the LRA makes provision for a process in terms whereof a minority union may refer a
dispute to the CCMA should it allege it is sufficiently representative in the workplace and the
employer denies this. The CCMA may then decide whether the union is sufficiently

representative and consequently be granted the section 12, 13 and 15 rights.

Section 25 of the LRA makes provision for agency shop agreements. In terms of this
section, a majority union and the employer may enter into an agreement in terms whereof
employees who are not members of the union must pay union subscriptions. These employees

are not required to become members of the union.

Section 26 of the LRA makes provision for closed shop agreements. In terms of this
section, a majority union and the employer may enter into an agreement in terms whereof
employees who are not members of the union must become members of the union. Certain
safeguards are required before such an agreement will be valid, i.e. a ballot must be held
amongst the employees who will be covered by the agreement and two thirds of the vote must

be in favour of the agreement.

Unions must be registered as such with the Department of Labour. The above rights are

only afforded to registered unions.
Strikes
The LRA gives effect to the constitutionally protected right of employees to strike.

A strike must have a clear demand, and the purpose of the strike must be in support of
“a matter of mutual interest” between the parties such as salaries or wages, hours of work,
overtime, leave, sick leave, service benefits, and the recognition of trade unions and
organisational rights. Disputes of right concern the infringement, application or interpretation
of existing rights, embodied in a contract of employment, collective agreement or statute, and
must be resolved either through arbitration at the CCMA or the Labour Court. Employees may
not strike over disputes of right. Furthermore, employees may not strike over a matter which
has been settled in terms of a collective agreement. Employees engaged in essential services
or in maintenance services may not embark on strike action.

The LRA also sets out procedures which employees must follow in order to embark on
a strike. Unprotected strikers are liable to be dismissed, and may be held liable for claims of

damages, if applicable.

The LRA permits employees to engage in a secondary strike (sympathy strike) in support
of a strike by other employees against their employer. Employees participating in a secondary
strike must provide at least a seven days’ notice of the strike and the secondary strike must be
reasonable in relation to the possible effect that it may have on the business of the primary

employer.
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The employer may approach the Labour Court on an urgent basis to interdict an
unprotected primary or secondary strike. Any employee who fails to comply with a court
interdict will be in contempt of a court order and therefore liable to be arrested.

Disciplinary action may also be taken against employees who participate in an
unprotected strike.

Employment Equity Act

The principal objective of the EEA is to achieve equity in the workplace by promoting
equal opportunity and fair treatment in employment through the elimination of unfair
discrimination in all employment policies and practices, and implementing affirmative action
measures to redress the disadvantages in employment experienced by people from designated
groups, in order to ensure their equitable representation in all occupational categories and
levels in the workforce. “Designated Groups” are defined as black people (which are defined
to include African, Indian and Coloured people), women and people with disabilities. The
Chinese Association of South Africa succeeded in a High Court motion against the Ministers
of Labour, Trade and Industry, and Justice and Constitutional Development to have South
Africa Chinese regarded as black persons for the purposes of employment equity. Chinese
people of South African extraction, and who meet the citizenship requirement are therefore

now to be profiled as coloured persons.
Further, the EEA requires:

. designated employers’ to prepare (and implement) employment equity plans after
conducting an analysis of the workforce profile, all employment policies and
practices and the working environment to identify employment barriers which
adversely affect people from the designated groups — all in consultation with
employees, their duly appointed representatives;

. employment equity plans to provide specific affirmative action measures to ensure
that suitably qualified people from the designated groups have equal employment
opportunities and are equitably represented in all occupational categories and levels
in the workforce;

. designated employers to take measures to progressively reduce disproportionate
income differentials;

In terms of section 1 of the EEA “designated employer” means:
“(a) an employer who employs 50 or more employees;

(b)  an employer who employs fewer than 50 employees, but has a total annual turnover that is equal to or
above the applicable annual turnover of a small business in terms of Schedule 4 to the EEA.”
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. designated employers to report regularly to the Department of Labour on their
progress in implementing their employment equity plans; and

. that suitably qualified people from the designated groups have equal employment
opportunities and are equitably represented in all occupational categories and levels
in the workforce.

Enforcement of employers’ employment equity obligations fall within the powers of the
Labour Inspectorate and the Director-General of the Department of Labour. Any employer who
contracts with the State must comply with its employment equity obligations, failing which
existing contracts may be cancelled and prospective tender, rejected.

Schedule 1 to the EEA sets out the maximum fines that may be imposed for the
contravention of certain provisions of the EEA and they range between the greater of ZAR1.5
million or 2% of the employer’s turnover and the greater of ZAR2.7 million or 10% of the

employer’s turnover.

Skills Development Legislation

The South African national skills development strategy aims to link learning to the
demands of the working environment, develop the skills and knowledge of existing workers,
enable employers to become more productive and competitive, and provide opportunities to
new entrants to the labour market to gain work experience in occupations for which there is a
clear demand. The Chief-Directorate for Human Resource Development in the Department of
Labour has described its vision of “an integrated skills development system, which promotes
economic and employment growth and social development through a focus on education,
training and employment services”.

Skills Development Act

The SDA creates the National Skills Authority (the “NSA”) to advise the Minister of
Labour on the implementation of the SDA. The NSA will advise the Minister of Labour on the
allocation of funds from the National Skills Fund (“NSF”), to which SARS will forward 20%
of the skills development levy.

The SDA establishes twenty five Sector Education and Training Authorities (“SETASs”) to
develop sector skills plans, establish and register learnerships, approve workplace skills plans
and allocate grants to employers.

The SDA replaces the apprenticeship system with a learnership system. Learnerships will

be made up of structured learning and practical work experience and must lead to a
qualification registered on the National Qualifications Framework (the “NQF”).
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Skills Development Levies Act

The SDLA imposes a skills development levy on employers at a rate of 1% of
remuneration costs from April 1, 2001. The SDLA requires each employer to indicate under
which SETA it should be classified.

The SDLA appoints the SARS to collect the levy, but provides for the possibility that the
levy be collected directly by a SETA under certain circumstances. The provisions of the Income
Tax Act apply to levy collection. 20% of the levies collected are allocated to the NSF and 80%
thereof are allocated to the SETAs.

Companies which educate and train according to a prescribed process will be able to
recover a portion of their skills development levy in the form of grants. Those companies which
appoint a skills development facilitator, develop and implement a workplace skills plan, and
compile and submit an annual training report will be eligible to reclaim a percentage of their

levies via grants.

There is a penalty of 10% on unpaid levies plus interest charges on late or unpaid levies
at the rate prescribed by the Income Tax Act. In addition, non-compliance with the provisions
of the SDLA can lead to a fine or jail sentence.

Retirement age and benefits

In South Africa, there is no statutory retirement age and therefore employers and
employees are entitled to determine the retirement age of employees which is either recorded
in the contract of employment or in the Rules of the applicable Pension or Provident Fund.

To this end, the retirement age for mid to low level employees is usually 65 years of age

and a lesser age for more senior employees.

The effect of a contractual retirement age is that upon reaching such age, the employee’s
contract of employment expires automatically and there is no requirement for either party to
give notice.

Retirement benefits are usually provided by way of a Pension or Provident Fund. A
Pension Fund in essence entitles an employee to annuity payments during the period of

retirement, whilst a Provident Fund provides for the payment of a lump sum upon retirement.

Both the employer and employee usually contribute to either a Pension or Provident Fund

and the contributions usually constitute a percentage of the remuneration paid to the employee.
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Social Security

Social security in South Africa is provided by way of unemployment insurance governed
by the Unemployment Insurance Fund (the “Fund”). The Fund pays unemployment benefits to
certain employees as well as illness, maternity, adoption and dependent’s benefits.

To this end, an employer is initially obliged to register with the Fund. Thereafter both the
employer and the employee must each contribute 1% of the remuneration paid or payable to
that employee during any month to the Fund. In essence, the employer would deduct the
employee’s contribution of 1% from his or her monthly remuneration and then pay over the

total amount to the fund on a monthly basis.
Immigration Law

The Immigration Act, 13 of 2002, as amended (the “Immigration Act”) prohibits South
African employers and foreign nationals from being employed in South Africa without being
in possession of a valid work permit.
Laws and Regulations relating to the Company
The South African Companies Act

The South African Companies Act was signed into law on April 8, 2009 and, after
amendment in terms of the Companies Amendment Act 3 of 2011, became effective on May 1,
2011.

Fundamental Transactions

Certain transaction are described as fundamental transactions in the South African

Companies Act. There are three categories of fundamental transactions:—

. the disposal by a company of all or the greater part of its assets or undertaking. The
greater part is understood to mean more than 50% of gross assets disregarding
liabilities or more than 50% of the value of its entire undertaking, fairly valued;

. a merger or amalgamation, being a statutory transaction pursuant to which one
company acquires the business (including its assets and liabilities, its contracts,

litigation and employees) or businesses of another company/ies; and

. a scheme of arrangement between a company and its shareholders.
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These three categories of transactions are essentially subject to the same regulatory
matrix which has the following four features:

. the meeting of shareholders at which a resolution is proposed to implement any one
of the fundamental transactions must be convened by a notice containing prescribed
information and generally accompanied by the report of an independent expert;

. the proposed transaction requires shareholder approval by means of a special
resolution;
. there is the potential of court intervention. Thus, if the proposed resolution is

opposed by more than 15% of the votes exercisable at the meeting, any dissenting
shareholder may approach the High Court to set aside the resolution. The
jurisdiction of the Court to do so is limited to manifest unfairness or procedural
non-compliance. If the resolution is opposed by less than 15% of the votes, a
dissenting shareholder needs the leave of the Court to apply to the Court to set aside
the resolution; and

. any shareholder who votes against a fundamental transaction has a right to require
of the company to buy out such shareholder’s shares at fair value (a so-called
appraisal right).

Business Rescue

The South African Companies Act has introduced into South African company law an
entirely new mechanism which provides a structured regime for the rescuing of financially
distressed companies, which is named business rescue.

Business rescue proceedings are proceedings to facilitate the rehabilitation of a company
that is financially distressed by providing for:

. the temporary supervision of the company, and the management of its affairs,
business and property by a business rescue practitioner;

. a temporary moratorium on the rights of claimants against the company or in respect
of property in its possession; and

. the development and implementation, if approved, of a plan to rescue the company
by restructuring its affairs, business, property, debt and other liabilities, and equity
in a manner that maximises the likelihood of the company continuing in existence
on a solvent basis, or results in a better return for the creditors of the company than
would ordinarily result from the liquidation of the company.
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Constitutional Documents
Memorandum of Incorporation

The South African Companies Act requires every company to have an MOI. The MOI,
inter alia, sets out rights, duties and responsibilities of shareholders, directors and others within
and in relation to a company. All provisions of a company’s MOI must be consistent with the
South African Companies Act, and are void to the extent that they contravene, or are
inconsistent with, the South African Companies Act.

Shareholders Agreements

The South African Companies Act provides that shareholders of a company may enter into
any agreement with one another concerning the company, but any such agreement must be
consistent with the South African Companies Act and the company’s MOI, and any provision
of such an agreement that is inconsistent with the South African Companies Act or the
company’s MOI is void to the extent of the inconsistency.

Company Rules

The South African Companies Act provides that the board of the company may make,
amend or repeal any necessary or incidental rules relating to the governance of the company
in respect of matters that are not addressed in the South African Companies Act or the MOI,
except to the extent that a company’s MOI provides otherwise. All company rules must be
consistent with the South African Companies Act and the company’s MOI, and any such rule
that is inconsistent with the South African Companies Act or the company’s MOI is void to the
extent of the inconsistency.

Protecting Minority Investors

Included in the list of purposes of the South African Companies Act are the promotion of
the development of the South African economy by encouraging transparency and high
standards of corporate governance, balancing the rights and obligations of shareholders and
directors within companies and encouraging the efficient and responsible management of

companies.

Section 161 of the South African Companies Act allows a holder of issued securities

(including a minority shareholder) to apply to court for:

. an order determining any of his or her rights in terms of the South African
Companies Act (declaratory order), the MOI of the Company, any rules of the
company or any applicable debt instrument; or

. any appropriate order necessary to: protect any right described above; or rectify any
harm done to him or her by the company or any of the company’s directors.
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Section 163 of the South African Companies Act provides that a shareholder (including
a minority shareholder) or a director of a company may apply to a court for relief if:

. any act or omission of the company, or a related person, has had a result that is
oppressive or unfairly prejudicial to, or that unfairly disregards the interests of, the
applicant;

. the business of the company, or a related person, is being or has been carried on or
conducted in a manner that is oppressive or unfairly prejudicial to, or that unfairly
disregards the interests of, the applicant; or

. the powers of a director or prescribed officer of the company, or a person related to
the company, are being or have been exercised in a manner that is oppressive or
unfairly prejudicial to, or that unfairly disregards the interests of, the applicant.

For a summary of the South African court procedure see “— Other Relevant South
African Laws and Regulations.”

Sections 164 of the South African Companies Act allows a dissenting shareholder to elect
to be bought out by the company, in which he holds shares, for the fair value of his shares,
provided that they follow certain procedures set out in section 164. The dissenting shareholder
will only be able to do so when the majority of the shareholders of the company pass a
resolution to:

. amend the company’s MOI by altering the preferences, rights, limitations or other
terms of any class of its shares in any manner materially adverse to the rights or
interests of holders of that class of shares or;

. enter into a fundamental transaction contemplated in section 112, 113 or 114 (being
to dispose of all or the greater part of the assets, proposal for amalgamation or
merger or proposal for a scheme of arrangement),

provided that notice was given by the dissenting shareholder prior to the resolution being voted
on, in accordance with the South African Companies Act.

A ‘derivative action’ is a statutory exception to the principle that, where a wrong is done
to the company the proper plaintiff is the company itself. A ‘derivative action’ is brought by
a person (including a shareholder) on behalf of a company in order to protect the legal interests
of the company. The statutory ‘derivative action’ (section 165 of the South African Companies
Act) is an important minority shareholder protection. It protects the minority shareholders from
the effects of corporate personality and majority rule. It enables a minority shareholder who
knows of a wrong that is done to the company and not remedied by the directors (often because
they are the wrongdoers), to institute proceedings against the wrongdoer on behalf of the

company.
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Moreover, the ‘derivative action’ is not limited to wrongs that are committed by the
management or the controllers of the company — it even extends to wrongs that are committed
by third parties or outsiders such that a shareholder can in certain circumstances bring a claim
against a third party on behalf of the company where those in control refuse to do so.

Directors Duties

The South African Companies Act provides that a director of a company must (a) not use
the position of director, or any information obtained while acting in the capacity of a director
to (i) gain an advantage for the director, or for another person other than the company or a
wholly-owned subsidiary of the company or (ii) to knowingly cause harm to the company or
a subsidiary of the company and (b) communicate to the board at the earliest practicable
opportunity any information that comes to the director’s attention, unless the director (i)
reasonably believes that the information is immaterial to the company or generally available
to the public, or known to the other directors, or (ii) is bound not to disclose that information
by a legal or ethical obligation of confidentiality. In addition, a director of a company, when
acting in that capacity, must exercise the powers and perform the functions of director (a) in
good faith and for a proper purpose, (b) in the best interests of the company and (c) with the
degree of care, skill and diligence that may reasonably be expected of a person carrying out the
same functions in relation to the company as those carried out by that director and having the
general knowledge, skill and experience of that director.

In addition to the above, if a director of a company has a personal financial interest in
respect of a matter to be considered at a meeting of the board, or knows that a related person
has a personal financial interest in the matter, the director must, amongst other things, disclose
the interest and its general nature before the matter is considered at the meeting, disclose to the
meeting any material information relating to the matter, and, if present at the meeting, must
leave the meeting immediately and must not take part in the consideration of the matter.

Directors Liability

The South African Companies Act provides that a director of a company may be held
liable (a) in accordance with the principles of the common law relating to breach of a fiduciary
duty, for any loss, damages or costs sustained by the company as a consequence of any breach
by the director of a duty described above, or (b) in accordance with the principles of the
common law relating to delict for any loss, damages or costs sustained by the company as a
consequence of any breach by the director of the duty of care, skill and diligence noted above
or any provision of the company’s MOL.

Furthermore, a director of a company is liable for any loss, damages or costs sustained
by the company as a direct or indirect consequence of the director having:

. acted in the name of the company, signed anything on behalf of the company, or
purported to bind the company or authorise the taking of any action by or on behalf
of the company, despite knowing that the director lacked the authority to do so;
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acquiesced in the carrying on of the company’s business despite knowing that it was
being conducted recklessly, with gross negligence, with intent to defraud any person
or for any fraudulent purpose;

been a party to an act or omission by the company despite knowing that the act or
omission was calculated to defraud a creditor, employee or shareholder of the
company, or had another fraudulent purpose;

signed, consented to, or authorised, the publication of (i) any financial statements
that were false or misleading in a material respect or (ii) a prospectus, or a written
statement that contained an untrue statement or a statement to the effect that a
person had consented to be a director of the company, when no such consent had
been given, despite knowing that the statement was false, misleading or untrue, as
the case may be; or

been present at a meeting, or participated in the making of a decision by way of
round robin resolution, and failed to vote against, inter alia:

. the issuing of any unauthorised shares, despite knowing that those shares had
not been authorised in accordance with the South African Companies Act;

. the issuing of any authorised securities, despite knowing that the issue of those
securities was inconsistent with the South African Companies Act;

. the granting of options to any person, despite knowing that any shares for
which the options could be exercised or into which any securities could be
converted, had not been authorised in terms of the South African Companies
Act;

. the provision of financial assistance to any person for the acquisition of
securities of the company, despite knowing that the provision of financial
assistance was inconsistent with the South African Companies Act or the
company’s MOI;

. the provision of financial assistance to a director, despite knowing that the
provision of financial assistance was inconsistent the South African Companies
Act or the company’s MOI;

. a resolution approving a distribution, despite knowing that the distribution was

contrary to the South African Companies Act;
. the acquisition by the company of any of its shares, or the shares of its holding

company, despite knowing that the acquisition was contrary to the South
African Companies Act; or
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. an allotment by the company, despite knowing that the allotment was contrary
to any provision of Chapter 4 of the South African Companies Act.

. In addition to the liability set out above, any person who would be so liable is jointly
and severally liable with all other such persons:

. to pay the costs of all parties in the court in a proceeding in terms of the above
unless the proceedings are abandoned, or exculpate that person; and

. to restore to the company any amount improperly paid by the company as a
consequence of the impugned act, and not recoverable in terms of the South
African Companies Act.

The South African Companies Act also provides that a shareholder of a company can
apply to court for a director of that company to be declared a delinquent director. A director
can be declared a delinquent director if, amongst other things, that director grossly abused
his/her position, intentionally, or by gross negligence, inflicted harm upon the company or a
subsidiary and/or acted in manner that amounts to gross negligence, wilful misconduct or
breach of trust in relation to the performance of the director’s functions and duties. An order
declaring a director delinquent may include payment of compensation if the victim does not
have other recourse. A delinquent director may not act as a director of any company.

Laws and Regulations relating to Bribery and Corruption

South Africa is party to a number of international agreements and conventions aimed at
combating corruption, and which place obligations on South Africa with regard to the
combatting of corruption. These include the Southern African Development Community
Protocol Against Corruption, adopted on August 14, 2001 in Malawi and the United Nations
Convention Against Corruption adopted by the General Assembly of the United Nations on
October 31, 2003.

In line with these obligations, South Africa has passed various pieces of anti-corruption
legislation. The main anti-corruption law is the PACCA 12 of 2004. PACCA creates a general
offence of corruption that is extremely broadly defined. It also criminalises certain specified
corrupt activities.

PACCA applies to both the public and private sector.

PACCA sets out specific offences in respect of corrupt activities relating to specific
persons. These include corrupt activities relating to public officers, foreign public officials,
agents, members of legislative authorities, judicial officers and members of prosecuting
authorities. Furthermore, PACCA sets out various offences in respect of corrupt activities
relating to specific matters, including witnesses, contracts, tenders, auctions, sporting events
and gambling or games of chance.
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There is also a miscellaneous category of offences which include acquisition of a private

interest in a contract, and interfering with or obstructing the investigation of an offence.

It is important to note that PACCA has extra-territorial jurisdiction if certain requirements
are met. Thus a South African citizen, or someone who ordinarily resides in South Africa, as
well as companies incorporated or registered in South Africa, can be prosecuted in terms of
PACCA, regardless of whether or not the offensive act constitutes an offence at the place of
its commission.

As regards the paying of bribes to government officials, a person is guilty of the offence
of corrupt activities in terms of PACCA if that person directly or indirectly gives or agrees to
give a gratification to a public officer for purposes of influencing the public officer to do or

refrain from doing anything in an unauthorised or improper manner.

Gratification is defined in PACCA as including the following: (i) money, whether in cash
or otherwise; (ii) any donation, gift, loan, fee, reward, valuable security, property or interest
in property of any description, whether movable or immovable, or any other similar advantage;
(ii1) the avoidance of a loss, liability, penalty, forfeiture, punishment or other disadvantage; (iv)
any office, status, honour, employment, contract of employment or services, any agreement to
give employment or render services in any capacity and residential or holiday accommodation;
(v) any payment, release, discharge or liquidation of any loan, obligation or other liability,
whether in whole or in part; (vi) any forbearance to demand any money or money’s worth or
valuable thing; (vii) any other service or favour or advantage of any description, including
protection from any penalty or disability incurred or apprehended or from any action or
proceedings of a disciplinary, civil or criminal nature, whether or not already instituted, and
includes the exercise or the forbearance from the exercise of any right or any official power
or duty; (viii) any right or privilege; (ix) any real or pretended aid, vote, consent, influence or
abstention from voting; and (x) any valuable consideration or benefit of any kind, including

any discount, commission, rebate, bonus, deduction or percentage.

Other Relevant South African Laws and Regulations

The South African judicial system is impartial and unbiased, and the civil procedure laws
are sophisticated and respected by all parties, but there may be delay in enforcing contracts due
to administrative backlogs. In line with the international trends, it has become more difficult
to enforce a contractual claim in recent years due to the increased of cost of litigation, however,
alternative dispute resolution mechanisms are regularly used in an effort to minimise costs and
expedite hearings. As a result, there are no systematic impediments in respect of the South
African civil legal system which would impact a litigant from successfully enforcing a
contractual claim, assuming that he/she has the financial means to litigate.
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RELEVANT PRC LAWS AND REGULATIONS
Laws and Regulations relating to Overseas Investment by PRC Enterprises
Regulations of NDRC relating to Overseas Investment Project

In accordance with the Administrative Measures for Overseas Investment of Enterprises
( {AZEBTAMEEE ML) ) published by the NDRC on December 26, 2017 and effective on
March 1, 2018, to make overseas investment, any enterprise located within the territory of PRC
shall go through the procedures of approval or filing for the overseas investment project in
advance, and the NDRC performs as the competent authority to the extent of duties stipulated
by the State Council. Projects subject to approval of NDRC are sensitive projects carried out
by investors either directly or indirectly through overseas enterprises under their control as
follows: (i) projects in connection with sensitive countries and regions, namely, countries and
regions that have not yet established diplomatic relations with China, countries and regions
where there are wars or civil disorder, countries and regions in which investment made by
enterprises shall be limited under international treaties and agreements concluded or entered
into by China or any other sensitive countries and regions; (ii) projects in connection with
sensitive industries, namely, (a) research, development, manufacturing and repair of weaponry,
(b) exploitation and utilization of water resources across borders; (c¢) news media; and (d)
industries for which overseas investment shall be restricted according to PRC laws,
regulations, and relevant control policies. Projects subject to filing procedures are non-
sensitive projects carried out directly by investors. The authority in charge of the filing shall
be: (i) the NDRC, if the investor is an enterprise under the administration of the central
government; (ii) the NDRC, if the investor is a local enterprise but the amount of investment
made by the Chinese investor amounts to US$300 million or above; (iii) the provincial
counterpart at the place where the investor is registered, if the investor is a local enterprise and
the amount of investment made by the Chinese investor is less than US$300 million. Where a
project that has been approved or filed for the record falls within any of the following
circumstances, the investor shall file an application with the authority that originally issued the
approval document or the filing notice for such project regarding certain changes in advance:
(i) where the number of investors increases or decreases; (ii) where there is any major change
to the investment destination; (iii) where there is any major change to the major content of the
project or its scale; (iv) where the amount of investment made by Chinese investors varies by
20% or above of the amount previously approved or filed for the record, or by US$100 million
or above; or (v) other circumstances where there is a need to make significant adjustments to
what is specified in the original approval document or in the filing notice. In addition, where
an investor carries out a non-sensitive project, in which the amount of investment made by the
Chinese investor amounts to US$300 million or above, through the overseas enterprise under
its control, the investor shall submit a report to inform the NDRC of relevant information
before the implementation of the project.
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Regulations of MOFCOM relating to Overseas Investment

The Measures on the Administration of Overseas Investment ( (/MY EE FLHEHE) )
was promulgated by the MOFCOM on September 6, 2014 and became effective on October 6,
2014, according to which any enterprise shall conduct the filing or approval procedure with the
MOFCOM and its provincial counterpart based on different circumstances in advance of
overseas investment. For any overseas investment involves sensitive countries, regions and
industries, namely (i) countries that have not established diplomatic relations with China,
countries under the United Nations’ sanctions and other countries and regions separately
announced by the MOFCOM when necessary, and (ii) industries involving products and
technologies the export of which is restricted by China, or affecting the interests of a
country/region or more, an approval of MOFCOM shall be obtained. The central government-
owned enterprise shall apply to the MOFCOM for approval while the local enterprise shall
apply to the MOFCOM through its provincial counterpart. For overseas investment under other
circumstances, the filing procedure needs to be conducted. The central government-owned
enterprise shall report to the MOFCOM for filing while the local enterprise shall report to the
provincial counterpart. A Certificate of Enterprise Overseas Investment shall be granted after
the approval has been obtained or the filing procedure has been conducted. If there is any
change in the items specified in the original Certificate afterwards, the enterprises shall reapply
with the original authorities for modification. In addition, the overseas reinvestment by the
holding overseas enterprise of the local enterprise shall be reported to the competent commerce
authority by the local enterprise after the overseas legal procedure is completed.

Regulations of SAFE relating to Overseas Direct Investment

The Regulations on Foreign Exchange Administration of Overseas Direct Investment of
Domestic Institutions ( (BE RNBHESE S EHEAESMEE FHIE) ) promulgated by the SAFE
on July 13, 2009 and effective on August 1, 2009 stipulates foreign exchange registration and
outward remittances of funds, outward remittances of preceding expenses for a proposed
investment project or enterprise, inward remittances of funds and foreign exchange settlement
under overseas direct investment. A domestic institution is required to register and file with the
local foreign exchange administration for its overseas direct investments and for assets and
relevant rights and interests generated from such investments. By obtaining the approval
document and the foreign exchange registration certificate for overseas direct investment
issued by the competent foreign exchange authorities, such domestic institutions can complete
the procedures for outward remittances of overseas direct investment funds at the designated
foreign exchange banks. Additionally, when the domestic institution retains the profits
generated from their overseas direct investment outside the territory of PRC and foreign
exchange revenue under the capital account generated from capital reduction, equity
conversion, liquidation, and so forth of overseas enterprises for the purpose of establishing,
acquiring, or participating in the equity of unregistered overseas enterprises, it shall complete
the foreign exchange registration procedures for the said direct investment activities. In case
of any basic information of the registered overseas enterprises changes, such as a modification
of the corporate name, terms of operation, joint venture and cooperative partners, and manner
of cooperation, or the occurrence of capital increase or reduction, equity transfer or swap,
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merger or split, the domestic institutions shall go through the modification procedures of
foreign exchange registration for overseas direct investment in light of the said changes. In the
case of the occurrence of significant matters in registered overseas enterprises which do not
involve a change in capital, such as making long-term equity or debt investment, or providing
external guarantees, the domestic institutions concerned shall complete the foreign exchange
filing procedures for overseas direct investment for the said significant matters.

On February 13, 2015, the SAFE issued the Notice of the State Administration of Foreign
Exchange on Further Simplifying and Improving the Direct Investment-related Foreign
Exchange Administration Policies ( €[ %71 P 5y BH A 4 — 25 fili AL FN g 3 & AP A
HEORAEA) ) (the “Notice”) which took effect on June 1, 2015, under which the
requirements for approval of foreign exchange registration under overseas direct investment
and the filing of foreign exchange under overseas reinvestment were canceled. According to the
Notice, the foreign exchange registration under overseas direct investment will be directly
reviewed and handled by competent banks while the SAFE and its branches perform indirect
supervision via banks. Furthermore, the annual inspection of the direct investment-related
foreign exchange has been replaced by the stock equity registration, namely the related
enterprises are only required to submit the data of stock equity in overseas direct investment
as of the end of the previous year through the system of foreign exchange authorities on or
before September 30 of each year.
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OVERVIEW

Our Company was incorporated in Hong Kong on March 24, 2015 to venture into the gold
mining industry in South Africa through its acquisition of VMR.

Our Group is a growth focused gold mining company based in South Africa. VMR was
incorporated in 1934 and later listed on the JSE in 1944. In 2011, VMR obtained ownership of
Tau Lekoa Mine, Buffelsfontein mine and Nicolor Plant by merging with Simmers. In 2015,
HSC acquired 100% of the issued share capital of VMR by way of a scheme of arrangement
through VMR Group, an investment holding company wholly owned by our Company.
Subsequent to the acquisition, VMR was taken private and delisted from the JSE. After the
acquisition, several tranches of development capital have been provided to VMR. In 2018, our
mining operations were further expanded by acquiring from AngloGold the Kopanang
Operations. As a result of the acquisition, the Kopanang Mine became our Group’s second
operating South African gold mine.

See “Business — Our Operations” for details of our operations.
KEY MILESTONES
The following table sets forth key milestones in our corporate and operating history.

Date Event

June 2011. . .......... ... ... VMR completed the merger with Simmers, resulting
in its ownership of Tau Lekoa Mine and
Buffelsfontein mine

March 2015 . .............. Our Company was incorporated in Hong Kong
June 2015 . ..., . ... ... ... We acquired VMR by way of a scheme of
arrangement, resulting in delisting of VMR from the
JSE
January 2016 — September Several tranches of development capital were
2016 . ... ... provided by Controlling Shareholders after the June

2015 acquisition to improve the conditions of the
mines for further development

February 2018 . .. .......... We acquired the Kopanang Operations from
AngloGold

May 2018 - July 2018 . . . . . .. Pre-IPO Investments by Heaven-Sent Capital ZDH
Fund L.P. and ZDH Husheng Fund L.P. were
completed

December 2018 ... ......... Pre-feasibility study of the Weltevreden project

completed and ready for construction
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OUR CORPORATE HISTORY AND DEVELOPMENT

Establishment and Development of VMR

VMR was incorporated in June 1934 and listed on the JSE in 1944.

On February 4, 2015, HSC and VMR entered into an implementation agreement (the
“Implementation Agreement”) to acquire the entire issued share capital of VMR (other than
the 3,043,947 treasury shares) by way of a scheme of arrangement (the “Scheme”) proposed
by the board of VMR pursuant to section 114 of the South African Companies Act, for a cash
consideration of ZAR12.25 per share, representing 14.49% premium to VMR’s closing share
price on the JSE on February 3, 2015 and a 45.68% premium to its 30-day volume weighted
average price on the JSE on February 3, 2015, which was the last trading day prior to the
signing date of the Implementation Agreement.

On March 24, 2015, our Company was established for the acquisition of VMR. The
acquisition was fully funded by the Controlling Shareholders using its internal cash reserves.
The Scheme was approved by the Competition Commission of South Africa on March 31, 2015
and by the then shareholders of VMR at a general meeting held on April 7, 2015. Pursuant to
a letter from HSC to VMR Group dated May 11, 2015, VMR Group was nominated to exercise
HSC’s rights and fulfill its obligations under the Scheme. As advised by Werksmans, the total
consideration of approximately ZAR637.4 million was settled and the transaction was legally
completed and settled in June 2015. As a result of the transaction, VMR became a subsidiary
of the Company and ceased to be listed on the JSE since June 2, 2015.

The reasons for the delisting of VMR include, among others:

. Opportunity for the then shareholders of VMR to realize their investments: The then
board of directors of VMR considered the offer price of ZAR12.25 to be a
significant premium to its previous share prices, considering previous performance
in the global and South African gold sector. The then board of directors believed that
the acquisition was fully funded and offered VMR’s then shareholders an
opportunity to realise the value of their shareholding in VMR.

. Strong financial background of HSC: HSC is a well-recognized comprehensive
capital management group specializing in professional services and creating value
via mergers and acquisitions. The then board of directors were of the view that HSC
would provide strong financial support to VMR for its continuous development. In
addition, the investment provided VMR with opportunities to access capital markets
in Asia as a result of the prominence of HSC.
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Consensus on development strategy of VMR: HSC is committed to the spirit and
intent of the MPRDA, and to sustain a culture of social investment in South Africa.
The then board of directors of VMR supported HSC’s strategy of developing an
attractive business portfolio in South Africa and considered the acquisition of VMR

an ideal investment in the South African market for HSC.

Realization of the underlying value: despite the costs of the acquisition, we were of
the view that the price of its shares had not been reflective of the perceived value
of such securities due to low valuation and low trading liquidity of VMR’s shares
on JSE.

Compliance Status on the JSE

Our Directors have confirmed that, to the best of their knowledge after making reasonable

enquiries:

(a)

(b)

during the time it was listed on the JSE, VMR:

(i) was in compliance with all applicable South African securities law and
regulations as well as the rules and regulations of the JSE in all material
respects;

(i1) VMR was not subject to any material disciplinary action by regulators; and

there are no matters in relation to the JSE listing and the privatization of VMR that
need to be brought to the attention of our Shareholders and our investors.

Reasons for Listing on the Stock Exchange

After several years of development, our Directors and our Shareholders have decided to

gain access to the capital markets in Asia. Our Directors consider the Stock Exchange an

appropriate listing venue for our business and an opportunity to leverage the public equity

market of Hong Kong to expand our business. When reaching the decision to list our mining

business in Hong Kong, we took into account that:

(1)

(i1)

our business has been significantly expanded since the privatization through further
business development, in particular, the development of the Tau Lekoa Mine and the
acquisition of the Kopanang Operations, supported by investments in our Company
by HSC and the Pre-IPO Investments;

as one of the world’s leading financial centers, Hong Kong is a suitable platform to
provide our South African assets with access to the Hong Kong and global capital
markets. The Stock Exchange, as a leading player of the international financial
market, serves as the ideal listing venue for us given its geographical proximity and
business ties with Chinese investors and its strategic position as a bridge between
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businesses operated across the world and the global capital markets. In addition,
listing of our mining business on the Stock Exchange provides an unique investment
opportunity for investors who may be interested to have exposure in the South
African precious metal sector while relying on a strong shareholder background,
such as HSC;

(iii) the Shanghai and Shenzhen Stock Connect programme between mainland China and
Hong Kong allows PRC investors, who are familiar with investment by Chinese
companies in the mining industry of South Africa and have a deeper understanding
of the great potential in such cooperation between Chinese and South African
companies, to invest in us through such programme after the Listing; and

(iv) the overall capital market conditions and investor sentiment have been significantly
improved, leading to higher valuations for overseas mining companies invested in
by Chinese companies. The Company believes that it is in the interests of all
Shareholders to list the Shares on a well-recognized stock exchange which provides
a platform for a fair valuation of the Company.

Further Capital Injection into the Company

To improve the conditions of the mines for further development, HSC, together with other
limited partners, have provided several tranches of development capital to our Company
through setting up Shanghai Yunfeng and Shanghai Lvhe from January 2016 to September
2016. Tibet Changji, which is wholly owned by HSC, is the general partner of Shanghai
Yunfeng and Shanghai Lvhe respectively. In consideration of the total capital contribution of
HK$720.9 million, 7,209,144 Shares were issued and allotted to Sunshine HK, the immediate
holding company of the investments made through Shanghai Yunfeng and Shanghai Lvhe.

Pre-IPO Investments

Pursuant to a capital increase agreement dated May 20, 2018 entered into between
Heaven-Sent Capital ZDH Fund L.P. and Sunshine HK and a capital increase agreement dated
May 20, 2018 entered into between Sunshine HK and the Company, Heaven-Sent Capital ZDH
Fund L.P. made a further capital injection of US$14.3 million in our Company through
Sunshine HK in 2018, which was fully funded by its limited partners. For details of the limited
partners of Heaven-Sent Capital ZDH Fund L.P., see note (5) to the corporate and shareholding
structure of the Group set out in the subsection headed “— Corporate Structure and
Shareholders” in this section.

In May 2018, pursuant to a subscription agreement entered into among ZDH Husheng
Fund L.P., Sunshine HK and the Company, ZDH Husheng Fund L.P. subscribed for 5.25% of
the interest in the Company for US$14.65 million, which was fully funded by Shanghai Yiyi,
an independent third party to the Company that holds 100% of the interests of ZDH Husheng
Fund L.P.
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Upon completion of the above transactions, each of Sunshine HK and ZDH Husheng Fund
L.P. holds 94.75% and 5.25% of our issued share capital, respectively. Upon Listing, the
shareholding percentage of each of Sunshine HK and ZDH Husheng Fund L.P. in the Company
will be 71.06% and 3.94%, respectively, assuming that the Over-allotment Option is not
exercised.

The table below sets out the principal terms of the Pre-IPO Investments:

Heaven-Sent Capital

Name of Investor ZDH Fund L.P.% ZDH Husheng Fund L.P.
Date of agreement . . . .. .. May 20, 2018 May 31, 2018
Equity interests being 5.13%" 5.25%
subscribed .. ... ... ...
Total consideration . ... .. US$14.3 million US$14.65 million
Investment cost per US$34.68 US$34.68
share® . ... ... .. ... ..
Discount to the Offer 41.0% 41.0%
Price™ .. ... ... ... ..
Closing date/payment date May 24, 2018 July 12, 2018

of the consideration . . . .

Basis of consideration . ... The consideration was determined based on valuation
of our Company at the time of the investments,
being approximately US$250 million, following

arm’s length negotiation.

Use of Proceeds from the The funds raised from the Pre-IPO Investments served
Pre-IPO Investments . . . as the general working capital of the Group and were
utilized for the development and operation of
business of our Group. As of the Latest Practicable
Date, all the funds raised from the Pre-IPO
Investments have been fully utilized.

Special Rights ... ... ... The Pre-IPO Investors were not granted any special
right.

- 193 -



HISTORY AND CORPORATE STRUCTURE

Heaven-Sent Capital
Name of Investor ZDH Fund L.P.% ZDH Husheng Fund L.P.

Lock-up ............... The Pre-IPO Investors are not subject to any
contractual lock-up obligations pursuant to terms of
the Pre-IPO Investments. However, as the Pre-IPO
Investors are also Controlling Shareholders, they are
subject to lock up obligations under Rule 10.08 of
the Listing Rules.

Strategic benefits from the We are of the view that our Company could benefit
Pre-IPO Investments . . . from the Pre-IPO Investors’ investments in the
Company and their investments demonstrated their
confidence in our Group’s operations and served as
an endorsement of our Company’s performance,
strengths and prospects.

Notes:

(1)  The investment was made by Heaven-Sent Capital ZDH Fund L.P. through Sunshine HK. Sunshine HK
is therefore the beneficial owner of the relevant Pre-IPO Investment.

(2)  The investment cost per share was calculated based on dividing (a) total investment cost, by (b) the
number of shares subscribed.

(3)  Assuming the Offer Price is HK$15.30 per Share, being the mid-point of the indicative Offer Price
range, and after the Share Subdivision.

Public Float

Upon completion of the Global Offering, ZDH Husheng Fund L.P. and Heaven-Sent
Capital ZDH Fund L.P. will continue to be our Controlling Shareholders and each of them will
be considered a core connected person of our Company under the Listing Rules. Accordingly,
the Shares held by ZDH Husheng Fund L.P. and Sunshine HK for the Pre-IPO Investments will
not be considered as part of the public float.

Information about the Pre-IPO Investors
Heaven-Sent Capital ZDH Fund L.P.

Heaven-Sent Capital ZDH Fund L.P. is an exempted limited partnership established in the
Cayman Islands with the primary purpose of making investments or related activities. For the
shareholding details of Heaven-Sent Capital ZDH Fund L.P., see note (5) to the corporate and

shareholding structure of the Group set out in the subsection headed “— Corporate Structure
and Shareholders” in this section.
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ZDH Husheng Fund L.P.

ZDH Husheng Fund L.P. is an exempted limited partnership established in the Cayman
Islands with the primary purpose of making investments or related activities. For the
shareholding details of ZDH Husheng Fund L.P., see note (6) to the corporate and shareholding
structure of the Group set out in the subsection headed “— Corporate Structure and
Shareholders” in this section.

Compliance with the Interim Guidance and Guidance Letters

The Sole Sponsor has confirmed that the Pre-IPO Investments are in compliance with the
Interim Guidance on Pre-IPO Investments (HKEX-GL29-12), the Guidance Letter on Pre-IPO
Investments (HKEX-GL43-12) and the Guidance Letter on Pre-IPO Investments on
Convertible Instruments (HKEX-GL44-12).

Acquisition of Kopanang Operations

In 2017, AngloGold, a major gold mining company headquartered in Johannesburg,
embarked on a bidding process as part of the restructuring of its South African mining
operations, including the Kopanang Operations. To the best knowledge of our Directors,
AngloGold and its close associates are independent third parties to the Company, the
Controlling Shareholders and their close associates. In light of such opportunity, the Group as
well as several other parties expressed interests in acquiring the Kopanang Operations.

The Company considered the purchase of the Kopanang Operations from AngloGold, thus
its decision to participate in the bidding process, an appropriate opportunity for business
expansion with the view that a bargained deal could be negotiated for due to the following
reasons: (1) AngloGold was contemplating a closure of the Kopanang Operations in 2017 and
initiated the bidding process to determine whether there existed an alternative to a closure,
allowing the Kopanang Operations to continue and minimizing employment losses; (2) the
entire asset of the Kopanang Operations had been recorded as impaired by AngloGold by the
end of the 2017 financial year; and (3) time and deal certainty were of the essence for the
transaction to ensure the survival of the Kopanang Operations and AngloGold wanted to
minimize the disruption to the business, management, employees, customers and suppliers of
the Kopanang Operations.

Given the aforesaid reasons, the Group took part in the bidding for the Kopanang
Operations with a goal of putting together an offer package that would be more attractive to
AngloGold than the packages put forward by the other bidders and would allow the Group to
maximize its return on investment. The Group adopted a strategy of minimizing the cash
consideration and offering other non-cash consideration that the Group considered to be
valuable to AngloGold. Following such strategy, the Group offered a minimized cash
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consideration for the acquisition of the Kopanang Operations, taking into account the fact that
approximately ZAR100 million of restricted cash for environmental provisions and cash
deposit for employee leave pay would be transferred to the Group after the acquisition of the
Kopanang Operations.

In addition, the Group also offered to pay for the additional capital to be incurred by
AngloGold during the period after the signing of the sales agreement and before operational
takeover by the Group, which amounted to ZARS5.9 million being the actual amount of cash
AngloGold spent on the Kopanang Operations.

Furthermore, to make the offer more appealing to AngloGold, the Group offered to
transfer to AngloGold approximately 7 million tons of low-grade gold bearing rock dumps,
which was of value to AngloGold for their surface operations as such rock dumps could be used
to extend the feed materials into their close-by surface operations treatment plant. The offered
rock dumps was of minimal value to the Group as they were not economical to be treated by
the Group due to high costs of transporting the rock dumps from their location to the Group’s
own treatment plant.

To the best knowledge of the Directors, the Company was not the bidder with the highest
offer price. The Company was selected to be the buyer of the Kopanang Operations by
AngloGold after its evaluation of the proposals submitted by all potential buyers involved in
the bidding process against their key considerations, including: (1) experience and capability
of the buyer’s management team; (2) the buyer’s track record of mining similar assets; (3)
demonstration of a viable business plan for sustainable operations at the Kopanang Operations;
(4) the buyer’s ability to retain a large part of the work force which would otherwise be
retrenched; (5) access to capital for development of the assets; and (6) provision of gold
bearing rock dumps which would extend AngloGold’s surface operations.

In October 2017, Kopanang Pty was established for the acquisition of the Kopanang
Operations and a sale agreement was entered into between AngloGold and us, pursuant to
which we purchased from AngloGold the Kopanang Operations for a consideration of
ZAR105.9 million in cash and the transfer of approximately 7 million tons of gold bearing rock
dumps of minimal value from VMR to AngloGold.

Based on the confirmation from the Company that the cash consideration for the
acquisition of the Kopanang Operations was settled using the cash reserves of VMR and no
money was remitted from the PRC for this acquisition, our PRC Legal Adviser is of the view
that this acquisition does not violate PRC laws and no approvals, permits or filings regarding
foreign investment is required for this acquisition. As advised by Werksmans, our South
African legal adviser, the acquisition was legally completed and settled in February 2018.

For details of the pre-acquisition financial information of Kopanang Operations, see

“Appendix I — Accountants’ Report — III. Supplementary Pre-Acquisition Financial
Information of the Kopanang Mining Business.”
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Disposal of Lesego

Lesego became our 78.37% owned indirect subsidiary following our acquisition of VMR
in 2015, and was primarily engaged in operations of platinum group metals (“PGM”) mine. At
the time of the acquisition, the Company did not have a specific development plan for Lesego.
As Lesego was a greenfield mine which was still at its early stage of mine prospecting, our
Company believes that substantial costs for construction and development of the platinum mine
of Lesego would be required to turn it into production. Given the aforesaid and to focus on our
core business of gold mining, the Company decided to dispose of Lesego to HSC, which was
interested in investing in the PGM sector in South Africa and was considered as an appropriate

buyer of Lesego by the Company.

IDC, an independent third party wholly owned by the South African government, was
then the other shareholder owning the rest of the 21.63% of the total issued share capital of
Lesego. In order to ensure IDC’s clean exit before HSC acquired 100% control of Lesego and
to avoid unnecessary negotiation uncertainties, HSC demanded the transaction to be
implemented in two steps, namely (1) acquisition of the equity interests in Lesego held by IDC
via the Group; and (2) acquisition of the entire equity interests in Lesego by HSC from the
Group. In 2018, VMR 04 purchased all the ordinary shares held or beneficially owned by IDC
in Lesego for ZAR148.7 million in cash negotiated based on an arm’s length basis (the “IDC
Transaction”). The Group had considered several factors when engaging in arm’s length
commercial negotiation and in determining the transaction value for the IDC Transaction,
including the valuation of Lesego in IDC’s acquisition of equity interests in Lesego in 2010
(the “2010 Transaction”), a cash injection of approximately ZAR24 million in Lesego by its
shareholders where ZAR6.7 million was contributed by IDC, and if the identified buyer of
Lesego, namely HSC, accepts the same valuation for its acquisition of Lesego. Subsequent to
the IDC Transaction, Lesego was disposed to an indirect subsidiary of HSC for a consideration
of ZAR707.6 million (the “Disposal”). The consideration for the Disposal was determined
based on the USD-denominated implied valuation of Lesego in the IDC Transaction. HSC
considered Lesego’s implied valuation in the IDC Transaction reasonable and agreed to adopt
the same valuation in the Disposal as (i) HSC was interested in investing in the PGM sector
in South Africa and the contemplated disposal of Lesego provided it with a good opportunity
for such investment given its familiarity with the target; and (ii) there was no substantial
change in the operations of Lesego between the IDC Transaction and the Disposal. The disposal
was legally settled and completed in December 2018. Upon completion of the disposal, our
Company ceased to hold any interest in Lesego.

Notwithstanding that Lesego was still in the prospecting phase and had not engaged in
any material business activities at the time of the disposal, a feasibility study and initial
exploration had been conducted in the PGM mine of Lesego, which resulted in a declaration
of resources. Before the disposal, an application for conversion of the prospecting right to a
mining right was submitted by Lesego to DMRE and was approved. A mining right was granted
to Lesego by DMRE on September 27, 2018 for a mining area of 6,158.8 ha with the expiration
date of September 26, 2048. Lesego is a large scale early-stage project which will require
significant capital expenditure for development. Because the Company’s capital expenditure
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plans focus on the development of its gold assets, the Company believes it was appropriate to
dispose of Lesego rather than keeping it as a part of its asset portfolio. In addition, the disposal
of Lesego will enable the Company to streamline its corporate structure and focus on the core
business of gold mining. HSC was considered an appropriate buyer of Lesego given its
familiarity with the target, its experience in investing in South Africa gained from its
acquisition of VMR, as well as its capital strength to further develop the asset.

Introduction of Our BBBEE Partners

BBBEE is a form of economic empowerment initiated by the South African government
with the objective of increasing the participation of HDSAs in the economy and promoting
black economic empowerment. In the mining industry, BBBEE is given effect to through the
2018 Mining Charter. See “Regulatory Overview — Relevant South African Laws and
Regulations — Mining Charter”, and “Regulatory Overview — Relevant South African Laws
and Regulations — Laws and Regulations relating to the BBBEE Act and the Codes” for
details. The Group entered into a number of transactions with various BBBEE partners,
pursuant to which our BBBEE partners acquired a certain percentage of the equity interest in
our mining project companies.

The 2010 Mining Charter requires a mining company in South Africa to have at least 26%
of its equity owned by HDSAs. To meet this BBBEE equity ownership requirement, we have
consummated the following empowerment transactions. As advised by Werksmans, the Group
is compliant with the applicable BBBEE equity ownership requirements of the 2018 Mining
Charter as a result of such transactions.

As a result of the BBBEE transactions described below, the BBBEE partners are entitled
to dividends and assets in proportionate to their respective shareholding in Kopanang Pty and
VMR. However, the economic effect of the relevant arrangements is that a substantial portion
of the benefits from Kopanang Pty and VMR would accrue to the Group not the BBBEE
partners until the date on which the financing provided by the Group to such BBBEE partners
for the shares held by them in Kopanang Pty and VMR is fully repaid.

The BBBEE partners entered into the BBBEE transactions to share the residual value of
our mining operations of Kopanang Pty and/or VMR at essentially zero cost with no downside
risk while sharing the potential upside of the future operations of Kopanang Pty and/or VMR.
More specifically, the BBBEE partners would share the future profits generated from
operations of Kopanang Pty and/or VMR after repayment of its preference share funding. On
the other hand, the BBBEE partners may return its shares to Kopanang Pty and/or VMR as full
settlement of their vendor-financed loan.
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Introduction of BBBEE Shareholder into Kopanang Pty

For the purpose of introducing BBBEE shareholders into Kopanang Pty to comply with
the BBBEE ownership requirements, the following steps were taken:

Step 1: Declaration of VMR Group Dividend

On December 20, 2018, Kopanang Pty declared a dividend in the amount of
ZAR114,638,393 to VMR Group as its then sole shareholder. The dividend payable by
Kopanang Pty to VMR Group was not paid in cash, but recorded as a loan owing to VMR
Group (“VMR Group Loan”).

Step 2: Kopanang SPV and Kopanang Pty Subscription Agreement

K2018589229 (South Africa) Proprietary Limited (“Kopanang SPV”) and Kopanang Pty
entered into a subscription agreement (the “Step 2 Agreement”) immediately following the
implementation of step 1 on December 20, 2018, pursuant to which Kopanang SPV subscribed
for, and Kopanang Pty allotted and issued to Kopanang SPV, 260 shares of Kopanang Pty in
consideration of a subscription price of ZAR114,638,393, which was recorded as a loan owed
by Kopanang SPV to Kopanang Pty (“Kopanang SPV Loan”). Immediately after the
implementation of the Step 2 Agreement, Kopanang Pty was held by VMR Group and
Kopanang SPV as to 74% and 26% of its total issued share capital, respectively.

Step 3: Kopanang SPV and VMR Group Preference Share Subscription

VMR Group and Kopanang SPV entered into a preference shares subscription agreement
(the “Step 3 Agreement”) on December 20, 2018, pursuant to which VMR Group subscribed
for, and Kopanang SPV allotted and issued to VMR Group, 114,638,393 cumulative
redeemable preference shares of Kopanang SPV for an aggregate subscription price of
ZAR114,638,393, which was settled by VMR Group through ceding all its rights in respect of
the VMR Group Loan to Kopanang SPV. Kopanang Pty was therefore indebted to Kopanang
SPV in the amount of ZAR114,638,393 in respect of the VMR Group Loan (“SPV Loan”).

A shareholders’ agreement in respect of Kopanang SPV dated December 20, 2018 was
entered into between (i) a group of HDSA entities and individuals as shareholders of ordinary
shares, namely Landmark Resources Proprietary Limited (“Landmark Resources”), Mr.
Raisaka Ronald Masebe and Mr. Anthony James Nieuwenhuys, (ii) VMR Group as shareholder
of preference shares, and (iii) Kopanang SPV, pursuant to which (i) Landmark Resources holds
the ordinary shares of Kopanang SPV to be allotted to a trust to be created for the benefit of
the employees of Kopanang (“Kopanang ESOP”) upon its establishment in trust for the
benefit of the Kopanang ESOP, and (ii) upon the establishment of Kopanang ESOP, Kopanang
SPV will be owned by (i) Landmark Resources, (ii) Kopanang ESOP, (iii) Mr. Raisaka Ronald
Masebe and (iv) Mr. Anthony James Nieuwenhuys as to 23%, 31%, 23% and 23%, respectively.
The ultimate beneficial owners of the shares of Landmark Resources are Mr. Lulamile Lincoln

Xate’s family members, who hold the majority shares of Landmark Resources through Xate
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Family Trust. Each of Mr. Raisaka Ronald Masebe and Mr. Anthony James Nieuwenhuys is
currently a director of Kopanang Pty. As of the Latest Practicable Date, the Kopanang ESOP
has been established while the transfer of the ordinary shares of Kopanang SPV from Landmark
Resources to Kopanang ESOP has not yet been completed.

As security for Kopanang SPV’s obligations to VMR Group under Step 3 Agreement, a
call option agreement dated December 20, 2018 was entered into between Kopanang SPV and
VMR Group, in terms of which, among other things, Kopanang SPV granted VMR Group a call
option to repurchase all and any shares held or beneficially owned by Kopanang SPV in
Kopanang Pty. The exercise of the call option, in effect, will trigger an early and compulsory
redemption of the preference shares. The amount owing by Kopanang SPV to VMR Group in
respect of the redemption of the preference shares would be set off against the amount owing
by VMR Group to Kopanang SPV in respect of the purchase of the Kopanang Pty shares
pursuant to the exercise of the call option. This would result in a full discharge of the
obligations owing by each of these parties to the other under these arrangements. The
subscription for preference shares of Kopanang SPV by our Group is an integrated part of our
BBBEE empowerment transaction which, on one hand, enables the abovementioned HDSA
entities and individuals to finance their acquisitions of an equity interest in Kopanang Pty, and
on the other hand, enables the Company to realize return as a holder of the preference shares
of Kopanang SPV.

Step 4: Kopanang SPV Loan and SPV Loan Set-off

After the implementation of steps 1, 2 and 3, the amount owed by Kopanang SPV to
Kopanang Pty under the Kopanang SPV Loan was ZAR114,638,393, and the amount owed by
Kopanang Pty to Kopanang SPV under the SPV Loan was ZAR114,638,393. Immediately
following the implementation of steps 1 to 3, the amount owed by Kopanang SPV to Kopanang
Pty in terms of the Kopanang SPV Loan was set off against the amount owed by Kopanang Pty
to Kopanang SPV in terms of the SPV Loan. Pursuant to such set-off, the amounts owed in
respect of both the Kopanang SPV Loan and the SPV Loan were discharged in full.

As advised by Werksmans, the transaction was legally completed and settled with effect
from December 31, 2018.

In order to regulate the relationship between shareholders of Kopanang Pty, a
shareholders’ agreement was entered into between Kopanang SPV, VMR Group and Kopanang
Pty on December 20, 2018, pursuant to which VMR Group was granted certain rights,
including board and chairperson appointment rights, pre-emptive right and the right to restrict
a disposal by Kopanang SPV of its interest in Kopanang Pty.

The Company considers the structure of the BBBEE preference share arrangements where
the shares in the mining entities are held by the BBBEE partners through a special vehicle to
be more commercially efficient than a structure where the shares are held directly in the name
of the BBBEE partners with their subscription obligations financed by the Group and recorded
as loans. The preference share structure would be more tax efficient than a simple subscription
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for ordinary shares by the BBBEE shareholders and their subscription obligations funded by
a corresponding loan owing by the BBBEE shareholder to the relevant company because there
would be annual tax leakage for the Group as the interest accrued on the vendor financed loan
would be subject to income tax charged to the relevant company which advanced a loan to the
BBBEE shareholder to finance their subscription for ordinary shares in the Group. The
preference shares are generally considered to be equity in nature under the South African tax
laws and any dividends paid on the preference shares by a South African tax resident company,
such as the Kopanang SPV, to another South African tax resident company, such as the VMR
Group, would in the ordinary course be exempted from income tax and dividends tax. Further,
by housing the individual BBBEE partners in a special purpose vehicle, it is easier to increase
the shareholding of or exit one or more of the BBBEE partners from the special purpose vehicle
without disturbing the overall BBBEE rating of any of the empowered entities in the Group or
causing the parties to renegotiate and/or re-sign new agreements at the company level.

Introduction of BBBEE Shareholder into VMR

In order to fulfill the BBBEE equity ownership requirement, Landmark Resources was
introduced as a BBBEE shareholder into VMR in 2016. Pursuant to the subscription and loan
agreement entered into between Landmark Resources and VMR on July 29, 2016 (the
“Landmark Subscription Agreement”), as amended by first addendum dated February 13,
2017 and a rectification agreement entered into by Landmark Resources, VMR and VMR
Group dated May 8, 2017 (the “Rectification Agreement”), Landmark Resources subscribed
for 26% of the issued ordinary shares of VMR for a consideration of approximately ZAR172
million. The consideration was determined based on arm’s length basis. The consideration
payable by Landmark Resources to VMR remains outstanding and is accounted for as a loan
owed by Landmark Resources to VMR (the “Landmark Resources L.oan”). Interest accrued
is payable by Landmark Resources in respect of the outstanding balance of the Landmark
Resources Loan, calculated based on the prime rate quoted by The Standard Bank of South
Africa Bank Limited. Land