








Group structure

Buildmax is an empowered service provider of opencast mining,
mining services and civils earthworks and a supplier of construction
materials to the South African mining and construction industries.

Listed on the ‘Construction & Materials’ sector of the JSE, the group operates through two key business units:

Mining Services

This business unit provides opencast mining services, civils earthworks,
rehabilitation, plant hire and plant sales to the opencast mining sector. Operating
in this sector provides beneficial opportunities for the group to grow as a service
provider to the mines and the wider users of coal in the South African economy.
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The group has integrated two recognised brands — Diesel Power and Vukuza, which are approved and registered
contractors to many of the major South African mining and construction groups as well as some of the country’s
junior miners.

Buildmax aims to entrench itself as a preferred supplier of services to the mining and construction industries across
South Africa through organic and acquisitive growth. Buildmax is able to service these industries by way of its
investment in mining and construction equipment as well as intellectual capital and the experience gained over more
than 20 years.

Construction Materials

The business unit manufactures and distributes a wide range of construction
materials to the construction industry through three divisions:
Aggregates & Quarries, Bricks & Blocks and Building Materials.
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Diesel Power Crushco established Columbia DBL Verlesha established (previously a Buildco acquired Rights offer of at least
established (previously a established member of Buildco) Diesel Power acquired R150 million proposed
member of Buildco) b (privl'g‘)‘.‘liy? Mystic Blue secures prospecting Buildmax floats 179 million shares on the JSE on 3 May

member of Buildco) ; ;
rights (previously a member Buildmax repositioned as leading opencast mining Rights offer increased to
of Buildco) group and supplier of construction materials through R300 million
the acquisitions of Diesel Power and Buildco on 7 July

Brait acquires 25% of Buildmax
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Chairman and CEQ’s report

Introduction

Following an extremely challenging year which resulted in the group posting a full
year loss, Buildmax is in the process of revising its growth strategy for the future. To
facilitate this a rights issue was announced at the time of publication of the financial
results, which will strengthen the balance sheet and improve the working capital
position of the group.

Financial results

The results for the year are the second consolidated annual results following the
acquisitions of Diesel Power and the Buildco group of companies in 2008. Following
these acquisitions, Buildmax was repositioned predominantly as a supplier of opencast
mining services.

These acquisitions became effective on 2 April 2008 and are therefore consolidated
in the prior period results for 11 months, while the results of the historical operations
of Buildmax were included for the full 12 months. To assist in comparison to the
prior period on a like-for-like basis, abridged, unaudited pro-forma historical results,
consolidating the acquisitions for 12 months, have been presented for the year
ended 28 February 2009 (see summary statement of comprehensive income). Al
comparisons to historical results are to the pro forma historical results.

Summary statement of comprehensive income

Actual Pro-forma
February February
2010 2009
R’000 R’000
Revenue 1805 584 1724317
EBITDA 227 540 477 807
Depreciation (176 090) (142 979)
Amortisation (21 758) (21 758)
Operating profit 29 692 313070
Loss on disposal of business unit (2 467) -
Impairment losses (1 069 166) (255 443)
(Loss)/profit before
interest and taxation (1041 941) 57 627
Net interest paid (86 426) (104 791)
Loss before taxation (1 128 367) (47 164)
Taxation 117 518 (56 544)
Loss after taxation (1010 849) (103 708)
Segmental analysis
Revenue
Mining 1381239 1201879
Construction 424 345 522 438
1 805 584 1724 317
EBITDA
Mining 194 888 394 571
Construction 32 652 83236
227 540 477 807
Operating profit
Mining 24034 254 355
Construction 5658 58 714
29 692 313070
(Loss)/profit before interest and
taxation
Mining (581 238) 254 355
Construction (460 703) (196 729)
(1 041 941) 57 627
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Trading results

Revenue grew by 5% to R1 805,6 million (February 2009: R1 724,3 million). EBITDA
decreased by 52% to R227,5 million (February 2009: R477,8 million). Including non-
cash impairment losses of R619,7 million on goodwill, R27,6 million on intangible
assets and R421,9 million on property, plant and equipment (“PPE”) (February 2009:
R255,4 million on goodwill). The loss before taxation increased to R1 128,4 million
(February 2009: R47,2 million).

As explained below, shareholders’ funds decreased to R629,1 million (February
2009: R1 638,8 million), the net asset value per share decreased from 157,5 cents to
60,5 cents and net tangible asset value per share decreased from 58,0 cents
to 25,3 cents.

Impairment of fixed assets

The industries in which the group operates continue to be negatively affected by the
global economic crisis. The group’s principal business, opencast mining services, is
largely dependent on replacing its earthmoving equipment approximately every four
years depending on the level of activity as well as securing reasonable prices for its
second-hand equipment. The strategy announced last year to extend the useful life
of the yellow metal fleet through formal maintenance programmes to compensate
for the tougher credit climate has not yet been successfully implemented. As a result
the increased costs of maintenance, down time and lack of skills have continued to

negatively impact on the performance of the business.

The slowdown in the world economy has resulted in a surplus of second-hand
equipment and vehicles, which has significantly reduced used equipment prices. This
situation is not expected to reverse before the majority of the group’s equipment
requires replacing. When the annual review by independent third party valuers and
management was undertaken, it was agreed to value the earthmoving equipment
and vehicle fleets on a constrained market value basis. This resulted in the group
impairing the carrying value of these assets by R421,9 million before tax. Looking
ahead Buildmax has implemented a more conservative, activity based, depreciation

policy.

Core HEPS and HEPS

Core HEPS is based on headline earnings per share (“HEPS”) excluding non-cash flow
items relating to impairment of fixed assets, amortisation of intangibles (including
mining rights) and the implied interest incurred on a deferred vendor consideration as
required in terms of IFRS. Core HEPS is therefore, in management’s opinion, the best

indicator in comparing this year’s results with the prior year.

The group recorded a core headline loss per share and a headline loss per share of
4,4 cents and 5,9 cents for the year compared to the prior period with Core HEPS of

15,4 cents and HEPS of 13,4 cents, respectively.
The increase in core headline loss per share can be largely attributed to the following:

e Abnormally high rainfall in the last four months of the financial year resulting in

the loss of revenue for both Mining Services and Construction Materials,

e The continued slowdown in the construction industry during the period under

review;
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e Industrial action at Diesel Power, the major subsidiary in Mining Services,
by a significant portion of its workforce, which severely disrupted operations

culminating in strike action during the months of May and June 2009;

e Decline in the value of second-hand equipment and the scarcity of bank finance
for new equipment forced Mining Services to hire in equipment at punitive rates
and increase the use of subcontractors. In addition, the business unit has had to
extend the life of its yellow metal fleet, resulting in increased maintenance costs

and reduced plant availability and productivity;
e |nability to fully recover internal cost inflation from customers;

e (Certain loss-making contracts in Vukuza which contributed to the majority of its
approximately R40 million after tax loss (before plant, goodwill and intangible

asset impairments). These contracts have been terminated since year-end.

Loss per share

In terms of IAS 36 the carrying value of goodwill must be tested for impairment at least
annually. This entails calculating the recoverable amount of any business (referred to
as a cash generating unit (“CGU")) to which the goodwill applies and comparing it to
the carrying value of that CGU. Where the recoverable amount is less than the carrying
amount the goodwill is impaired. Where the recoverable amount remains lower than
carrying value after writing off the goodwill then the group is obliged to write down
other assets, starting with intangibles followed by PPE, until the carrying value equals

the recoverable amount.

The continued deterioration in trading conditions and muted prospects for growth
resulted in goodwill and intangible assets being impaired by R647,3 million in total.
Combined with the amortisation of intangibles (R21,8 million) and implied interest on
a vendor loan (R0,5 million) this resulted in a loss per share of 96,8 cents compared

to a prior pro-forma year loss of 9,4 cents.

Net debt and cash holdings

The defensive strategy adopted by the group significantly reduced scheduled
capital expenditure for the year. Gross capital expenditure amounted to
R197,0 million, 63% lower than the prior year. Gross debt at 28 February 2010 was
R660,3 million, significantly lower than at 28 February 2009 at R930,9 million. At
28 February 2010 cash holdings were approximately R136,4 million, down 58%
from the cash holdings of R326,9 million at 28 February 2009. Net debt reduced by
R80,1 million to R523,9 million. The group’s gross debt is expected to reduce by
at least R230 million (excluding repayment of the vendor loan) by February 2011
before increasing again in 2012 as the group’s fleet replacement cycle commences.
The absence of adequate fleet management systems in 2007 and 2008 resulted in
capital expenditure that was not planned or optimally managed. As a result systems
have been introduced to provide the necessary tools to manage the fleet replacement
cycle inan orderly, predictable fashion. Once Mining Services’restructuring is complete
and the fleet’s composition is balanced, the group intends to replace roughly 25% of
its fleet annually. Accordingly the utilisation and debt funding requirements are being

planned in line with this ratio.

Recapitalisation via rights offer

In order to strengthen the group’s balance sheet by further repaying interest-bearing
debt, fund working capital and provide equity for medium-term capital expenditure for
Mining Services the board had resolved to raise not less than R150 million through a
rights offer to qualifying existing shareholders. Having reviewed the group’s working
capital and capital expenditure requirements, and in light of the levels of interest
expressed by potential underwriters, the board has resolved to increase the initially
resolved rights offer of R150 million to R300 million. An initial circular dealing with this

corporate action was disseminated to shareholders on 6 August 2010.

Operations

Mining Services

Compared to the pro forma historical results revenue increased by 15% to
R1 381,2 million (February 2009: R1 201,9 million). EBITDA decreased by 50%
to R194,9 million (February 2009: R394,6 million). The business unit incurred a loss
before taxation of R658,0 million including impairments of R605,3 million on goodwill,
intangible assets and PPE.

Excessive rainfall in the final four months of the financial year negatively impacted
productivity at Diesel Power and Vukuza, which was exacerbated by industrial action
at Diesel Power. The business unit was also unable to pass on internal inflation to its

customers resulting in downward pressure on margins.

The strategic decision in 2009 to reduce capital expenditure while still seeking to
increase its customer base significantly impacted margins in Vukuza. Extending the
use of equipment past its first life resulted in increased subcontractor and plant
maintenance costs coupled with poorer than anticipated plant utilisation. Management
concluded that additional capital and debt funding could not adequately meet the capital
expenditure required to profitably service all mining contracts in Vukuza. As a result, the
loss-making mining contracts in Vukuza were largely terminated, effectively closing the
opencast mining contracting business of Vukuza, and focusing management’s attention

on Diesel Power.

This decision has reduced the number of mining customers. Whilst this strategy
increases customer concentration risk, the prospects of the remaining contracts and
ability to manage the contracts better should ultimately result in an improvement in
profitability.

Gross capital expenditure for the period of R164,2 million was 67% lower than the
previous period’s expenditure of R493,9 million. Approximately 75% of the capital
expenditure was for expansion purposes. The business unit remains cautious in
committing to capital expenditure with forecast capital expenditure for February 2011
being significantly less than in 2010. However, a significant portion of the proceeds
of the rights issue will be used as deposits for bank funding for replacement capital
expenditure which is expected to exceed cumulatively R300 million for the 2011 and

2012 financial years.

Construction Materials
Continuing public sector expenditure on infrastructure did not fully compensate for
the slowdown in private sector spending which continued to reduce notwithstanding
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successive interest rate cuts. Although government has announced further significant
infrastructure projects there is some scepticism about the ability to successfully
implement these projects within the indicated time frame. Civil contractors’ confidence
has dropped significantly and it seems doubtful that the construction market will

recover during the 2011 calendar year.

The division achieved revenue of R424,3 million compared to revenue of
R522,4 million in 2009, a decrease of 19%. Margins were eroded as a result
of increased input costs which the businesses were unable to pass on to customers.
EBITDA declined to R32,7 million (February 2009: R83,2 million). The business unit
incurred a loss before taxation of R470,4 million. The loss includes impairments of
R463,9 million on goodwill, intangible assets and PPE.

Gross capital expenditure for the year was R32,6 million, 23% lower than capital
expenditure for 2009 of R42,5 million. Capital expenditure was financed primarily by
internal cash resources. No significant capital expenditure is forecasted for the short
to medium term.

Transformation

Taking into account retail investors, black shareholding in the group has remained
static at 17%. It should be noted that the proposed rights offer may result in a dilution
of black shareholding to less than 8%, a matter that is receiving management’s
urgent attention. The Transformation Committee formulated a strategic framework
aimed at ensuring that the group improves to a Level 4 contributor. Post year-end
it was decided to accelerate the plan to ensure the group achieves this rating within
three years. The group has appointed a group transformation executive who has been

tasked with driving transformation in the underlying subsidiaries.

Skills development and training

Recent economic developments have seen an increase in the number of suitably
qualified individuals applying for positions alleviating the skills shortage to an extent. To
assist with skills development Buildmax currently operates a full-time training facility
in Mpumalanga aimed primarily at operators in Mining Services. We are pleased to

report that the facility received MQA accreditation in December 2009.

During the year the group trained 336 employees using external service providers and
1 070 employees received formal classroom training.

At the reporting date the group employed 3 450 people, up from 3 379 at
February 2009.

Post year-end rationalisation has resulted in the total staff complement reducing
to 2 300 at 30 June 2010.

Safety, Health, Environment and Quality
(SHEQ)

Buildmax prides itself on providing a safe working environment for all employees and
subcontractors. However, in August last year a subcontractor's employee was fatally
injured on a Vukuza site. Post year-end a civilian was tragically killed at a Diesel Power
construction site. The group regrets the loss of life and will continue to pro-actively
improve SHEQ standards.
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During the vyear Diesel Power achieved the
OHSAS 18001:
IS0 9001: 2008 Quality Management Certification. The training centre also received

IS0 9001: 2008 Certification from SABS.

following  accreditations:

2007 QOccupational, Health and Safety Certification and

Prospects and future strategy

Mining Services

Coal remains one of the cheapest sources of energy in the world and its abundant
reserves compared to other fossil fuels means that coal is likely to remain the primary
source of energy for decades. Whilst Eskom has curtailed its projected demand for
coal over the medium term the continued roll out of coal fired power stations, coupled
with international demand for thermal coal, particularly from China and India should
ensure continued growth in this sector.

Additional export capacity continues to come on stream at Richards Bay, Durban and
Maputo. Transnet has announced that it intends to increase the size of its rolling stock
fleet which should alleviate some of the bottlenecks that coal exporters are currently
experiencing.

Whilst the fundamentals of coal mining remain buoyant, the challenge to the group
lies in retaining and securing profitable long-term contracts.

Prospects for this business unit are encouraging, but it is anticipated that during the
first six months of the current financial year, the business unit will incur a loss as a
result of right-sizing the business, implementing cost cutting measures, improving
utilisation and entering into price negotiations with customers.

Mining Services remains well-positioned to participate in further coal mining supply
chain activities that are not as capital intensive. Management is currently formalising
its marketing strategy in this regard.

Construction Materials

The outlook for the construction industry is less easy to predict. Itis largely dependent on
spending by government and the private sector. Although government has announced
ambitious infrastructure programmes for the next five years, there is some scepticism
about its ability to deliver these. Growth in private sector spending is expected to
recover gradually, but high levels of household debt continue to impact negatively on
the residential market and the value of plans passed for the non-residential market
continues to decline. As a result of the current trend the business unit is only expected
to recover in the latter half of 2011 or the first half of 2012.

To the extent that it is geographically feasible, the business unit will continue to focus
on public sector infrastructure spending with the hope that private sector spending
will recover in the near future. The businesses are well-positioned to benefit from
improved trading conditions as and when they occur.

Group

The necessary restructuring of Mining Services will only be completed towards the
end of the first six months of the 2011 financial year. It is anticipated that the group
will report poor interim results but management expects an improvement during
the second half of the 2011 financial year. The proceeds of the rights issue and
the right-sizing of Mining Services will significantly improve the financial position of
Buildmax with borrowings expected to decrease significantly. The global economic
crisis has adversely affected the industries in which Buildmax operates. Forecasting
with any degree of certainty is difficult in these times but should the economic outlook
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The opencast mining value chain

Exploration/
Prospecting

Beneficiation

Logistics Sales & marketing

Activities in value chain

e Exploration * Mine works programme e Process design e Transport management e Sourcing of minerals
e DMR submission and * DMR submissions e Farth moving e Tracking and monitoring * Marketing of minerals
applications ® Drilling and blasting e (Crushing e Fleet maintenance e Trading (buying and selling)

* Exploration drilling o Mining operations e Screening o Fleet procurements
* Health and safety e Mine operations management e Blending e Second-hand fleet sales
e Valuation of reserves e Health and safety o Washing e Driver training
e Financing e Personnel management ® Plant optimisation ® Driver sourcing

e (Qperator training e Plant hire e Rentals and plant hire

* Fleet maintenance e Grading and quality * Route scheduling

o Fleet procurement management o Fleet optimisation

e Second-hand fleet sales * Stockpile management e Health and safety

o Environmental management e Water management e Contract sourcing

e Rehabilitation management e Environmental management | e Contract negotiation

o \Vater management * Health and safety e Transport mode and network

o Slurry management optimisation

e Slimes dams management

Supply Chain Information

not deteriorate further the group is relatively confident it will meet its performance

objectives in the medium term.

Strategy

Management has identified the need to add less capital intensive businesses to
Mining Services. Re-examining the opencast mining value chain has highlighted a
number of exciting opportunities which are currently being investigated. The image
above sets out the group’s current opportunities or those the group will consider in the
near future. Rather than competing with its existing customer base, the opportunities
that the group believes it can exploit are positioned further down the value chain.
The outcome of ongoing strategy sessions in this regard will be communicated to
shareholders in due course. Although the group has had some success at exploration
and prospecting through its aggregates and quarries division it is not an area on which

management intends focusing in the foreseeable future.

Board of directors and
executive management

There have been a number of changes to the board and management during the year
and subsequent to year-end.

Terry Bantock and Christie Els have been appointed as Executive Chairman and
Group FD, respectively. Post year-end the board was streamlined to ensure future
efficiency and effective decision-making. Paul de Klerk and Herman Fourie resigned
from the board but remain with the group in executive positions. Paul de Klerk has
taken up a position as Group Strategic Director and CEQ of Construction Materials and

Herman Fourie as Executive Director: Commercial and Finance of Mining Services.

Kobus van Biljon has been appointed CEQ of Mining Services. Mike Watson has
resigned as Managing Director of Diesel Power and his valued services will be
retained via a renewable exclusive consulting arrangement for the foreseeable future

to assist with critical plant related strategies.

Thandeka Mgoduso has been appointed Executive Director: Group Human Resources

and Transformation.

In line with King Il recommendations further changes to the board will be announced

in due course.

Appreciation

The last year proved to be an extremely challenging one for the group and we are not
yet out of the woods. The transformation of the group will only be possible with the
dedication and commitment of our partners, both internal and external. We would like
to thank our fellow directors, management teams and employees for their hard work
and dedication under very difficult conditions. We also thank our customers, suppliers,

service providers, shareholders and advisors for their valued support.

Tewdsus, . /Zﬂw

Terry Bantock Paul de Klerk

Executive Chairman Former CEO

10 August 2010

~J
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Directorate

Executive directors

Terry Bantock (49)

Executive Chairman

(Appointed 9 February 2010)

B Bus Sci (Hons)

Terry’s appointment as Executive Chairman came into effect on 9 February 2010. He
spent the last four years at Brait Private Equity as an industrial advisor. Prior to this
he spent 15 years with the Imperial Group ultimately as CEO of the group’s logistics

division with an annual turnover of R6 billion, and before that the managing director

of Tanker Services.

Christie Els (45)

Group FD

(Appointed 1 April 2010)

CA(SA)

Christie is a chartered accountant with more than 12 years’ experience as a financial
manager and financial director of the logistics division of Imperial Group with an

annual turnover of R6 billion.

Non-executive directors

Dennis Mack (41)

CASA)

Dennis is a director of Brait’s private equity business and a principal of Brait Fund IV.
He joined Brait in 2001 and has been responsible for investments in manufacturing
and services. Dennis qualified as a chartered accountant while at Deloitte, after which
he worked at Marriott Merchant Bank and Arthur Andersen in London. Dennis is a

graduate of the University of Natal.

Anil Maharaj (38)
CA(S4)

Anil, a chartered accountant, is a director of Brait’s private equity business. He joined
Brait in 2004 where his responsibilities include investments in industrial services. Anil

was previously a manager at Ernst & Young corporate finance in London.

Mark Matisonn (35)
MComm CA(SA)

Mark is an executive director of Westbrooke, which holds investments in various
companies involved in retail, consumer products, construction, engineering

consumables and equipment and mining services.
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Raymond Munitz (37)
CA(SA)
Raymond is an executive director of Interactive Capital which has concluded a number

of transactions in various industries including retail, micro finance, manufacturing,

mining services and building materials.

Bulelani Ngcuka (56)
B Proc LLB MA

Bulelani currently serves on the board of various public and other companies. Since
admission as an attorney in 1980 he has held senior positions in various law firms.
He has also been involved in a number of committees and was elected to the Senate
as Chief Whip of the ANC in 1994. In 1997 he was elected as Deputy Chairman of
the National Council of Provinces. Bulelani was also the former National Director of
Public Prosecutions. Previously the executive chairman of Amabubesi Investments

(Pty) Limited, he co-founded Vuwa Investments (Pty) Limited in 2006.

Independent non-executive directors
Colin Brayshaw (75)
CA(SA) FCA (England and Wales)

Colin is a Chartered Accountant in SA and a Fellow of the Institute of Accountants in
England and Wales. He was a partner at various firms which today comprise Deloittes.
During his latter years in practice he was the Managing Partner of Deloitte & Touche and
then Chairman. He is Chairman of Metmar Limited and non-executive director of various
public and other companies and Governor of the University of Witwatersrand Foundation,

Chairman of Business Against Crime Trust and Trustee of St Andrews College Foundation.

David Lamola (67)

Advanced Diploma in Labour Law BA CIS and MBL

David is an independent non-executive director of various companies. A former
senior general manager in HR, SMMEs and Operations and CEO of a Development
Corporation; he is also former senior lecturer in business finance and corporate

governance at UNISA.

Colin Wood (75)
CA(SA) PMD (Harvard)
Colin’s career has included the role of Chairman of Boart Longyear Limited and LTA Limited

and Deputy Chairman of Anglo American Industrial Corporation Limited. He formerly worked

for 17 years in the accounting profession with Stewart Steyn (now Emst & Young).
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Executive Committee

Terry Bantock (49)

Executive Chairman

(Appointed 9 February 2010)

B Bus Sci (Hons)

Terry’s appointment as Executive Chairman came into effect on 9 February 2010.
He spent the last four years at Brait Private Equity as an industrial advisor. Prior to this
he spent 15 years with the Imperial Group ultimately as CEO of the group’s logistics

division with an annual turnover of R6 billion, and before that the managing director

of Tanker Services.

Paul de Klerk (43)
Group Strategic Director and CEQ of Construction Materials

(Appointed 11 December 2007)

CA(SA)

Paul has more than 15 years’ experience in the construction industry with significant
experience in corporatising and integrating owner-managed businesses into listed
companies. He served as Managing Director (and before that Financial Director)
of the General Building Materials Division of lliad Africa. There Paul managed
3 000 employees in 51 outlets in a division posting annual turnover in excess of

R2,5 billion. He was previously CEO of Buildmax.

Christie Els (45)
Group FD

(Appointed 1 April 2010)
CA(SA)

Christie is a chartered accountant with more than 12 years’ experience as a financial

manager and financial director of the logistics division of Imperial Group with an

annual turnover of RG billion.

Herman Fourie (39)

Executive Director: Commercial and Finance of Mining Services
(Appointed 11 December 2007)

CA(SA)

Herman is a Chartered Accountant with 11 years’ experience as a Financial Manager/
Director in listed and unlisted companies. He was the Financial Director of Shaft
Sinkers for five years prior to joining Buildmax as Group FD. He stepped down as

Group FD in 2010 to focus on Mining Services.

Kobus van Biljon (53)

CEO Mining Services

(Appointed 1 July 2010)

B Com Hons

Kobus has 20 years’ experience at board level in a number of South African
construction companies. Most recently Kobus worked for Basil Read, one of South
Africa’s Top 5 JSE-listed construction companies as Executive Director of Foreign

Operations. Prior to that he was Deputy Chief Executive Officer of Basil Read.

Thandeka Mgoduso (54)

Group Human Resources and Strategic Transformation Director
(Appointed 1 August 2010)

BA Hons, MA Clinical Psychology

Before joining Buildmax Thandeka was tasked with repositioning the HR function
of the University of Johannesburg as a strategic business partner through her role
as Executive Director of Human Resources. She has also been instrumental in the
strategic transformation process as Executive Director of companies such as Transnet
and Imperial Logistics as well as Chief Executive of Freight Dynamics. She was
also executive director at Ayavuna Women’s Investments where she contributed

significantly in growing the investment portfolio of the company.
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Corporate governance

The board of directors of Buildmax is committed to applying the sound corporate
governance principles as set out in the King Il Report and will seek to adapt the group
policies and processes to comply with King lll which became effective on 1 March
2010. The application of King lll will be fully reported on in the next annual report. This

process will be continually monitored to ensure ongoing compliance in this regard.

The performance and affairs of the company and the group remain the responsibility
and accountability of the board of directors. Delegating authority in respect of
pre-approved matters to board committees or senior management does not in
any way absolve the board of its duties and responsibilities. The board exercises
its leadership with integrity and sound judgement which is based on principles of
fairness, accountability and responsibility. In essence, it subscribes to a policy of
actively reviewing and managing the group’s internal systems of control within set risk

parameters in accordance with South African and international best practice.

At year-end the unitary board of 12 directors consisted of eight non-executive directors,
of which three are considered as independent. The board is cognisant of the need
to increase the number of independent non-executive directors and is pro-actively
identifying and assessing candidates of the appropriate calibre. TP Bantock was
appointed as Executive Chairman with effect from 9 February 2010. Prior to this a
chairman was elected from the independent non-executive directors for each board

meeting.

Post year-end a number of changes were made to the composition of the board.
CS Els was appointed as Group FD effective 1 April 2010. With effect from 2 August
2010 the board was streamlined to ensure future efficiency. PJ de Klerk and former
Group FD HP Fourie resigned from the board but remain with the group as Group
Strategic Director and CEQ of Construction Materials and Executive Director,

Commercial and Finance of Mining Services, respectively.

Although no formal assessment of the directors’ independence was conducted during
the year, the board is satisfied that all independent non-executive directors meet the

requirements of independence in terms of the King Ill Report.

While the roles of the Executive Chairman and CEQ are not strictly separated in
accordance with King Il recommendations the authorities framework and functionality
of the board ensure that no director can exercise unfettered powers of decision-making.
One of the current independent non-executive directors will be appointed as a Lead
Independent Non-executive Director. Non-executive Directors are high calibre individuals
with sufficient skill and experience to appraise and advise on strategy, governance,
performance, resources, transformation, diversity, employment equity and standards of
conduct. The executive directors manage and effect the daily operations of the company

and its business operations.

The board meets quarterly with additional meetings as deemed necessary. Directors
are briefed timeously and comprehensively in advance of these meetings, and are

supplied with sufficient information to enable them to fulfil their responsibilities.
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Directors’ attendance at board meetings:

Years of {12 March| 5May | 7 July | 270ct | 5Nov | 9Feb

service | 2009 | 2009 | 2009 | 2009 | 2009 | 2010
TP Bantock# (Chairman) NALT NA | NA | NA | NA | NA | Yes
Appointed 9 February 2010
PJ de Klerk# 25| Yes Yes | Yes | Yes | Yes | Yes
CS Els# (Group FD) NAT NA | NA | NA | NA | NA | NA
Appointed 1 April 2010
HP Fourie# 25| Yes Yes | Yes | Yes | Yes A
(B Brayshaw/* 25| Yes Yes A Yes | Yes | Yes
MD Lamola/\* 71 Yes Yes | Yes | Yes | Yes | Yes
DJ Mackn 2| Yes Yes | Yes | Yes | Yes | Yes
A MaharajA 21 Yes Yes | Yes | Yes | Yes | Yes
M Matisonn/ 25| Yes | Yes | Yes | Yes | Yes | Yes
R MunitzA 25| Yes | Yes | Yes | Yes | Yes | Yes
BT Ngcukan 25| Yes Yes A Yes A A
CJM WoodA* 25| Yes Yes | Yes | Yes | Yes | Yes

# Executive A Apologies

 Non-executive
* Independent

In line with the group’s articles of association, a third of directors as well as any newly
appointed directors should retire by rotation every year. Accordingly, TP Bantock,
CS Els, MD Lamola, M Matisonn and CJM Wood will retire at the next annual general

meeting and being eligible all stand for re-election.

The board itself acts as a nomination committee regarding the appointment of

directors and appointments are conducted in a formal and transparent manner.

The board is of the opinion that Buildmax has complied with King Il in all material
respects during the year and directors remain committed to making every effort to

implement compliance with King IIl.

Board processes

A formal Charter sets out the board’s composition, processes and responsibilities and
is subject to regular review in order to reflect the company’s articles of association
and comply with current legislation such as the South African Companies Act, the
JSE Listings Requirements and the King Ill Report. The directors are challenged to
balance broader social objectives with the group’s performance by utilising the “triple-
bottom-line” governance principles and reporting procedures against the backdrop of

an entrepreneurial economy.

Assisted by the Audit & Risk Committee the board identifies key risk areas of non-
compliance and key performance indicators of the group’s business operations.
These are monitored regularly with particular attention given to resource planning,
processes, products and people. The board adheres to a corporate code of conduct
that addresses conflicts of interest, particularly relating to directors and management,

which is reviewed and updated as necessary.

Directors have unrestricted access to the advice and services of the Company

Secretary, as well as to all company information, records, documents and property.
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Directors and senior management are encouraged to freely interact and are afforded
the opportunity, at the company’s expense, to seek independent counsel to perform

their duties effectively should this be deemed necessary.

The Company Secretary is Probity Business Services, an independent company
secretarial practice providing services to a number of JSE listed and privately

held companies.

Buildmax’s directors are required to fully disclose their shareholdings, additional
directorships and any other potential conflict of personal interest that may be of
consequence. Directors are compelled to report dealings in securities of the company
to the Chairman, Company Secretary and sponsor for approval. Dealings by the
Chairman are authorised by the board. The Company Secretary and the sponsor
ensure that these dealings are published on SENS. The group has a formal policy
restricting share dealings by directors and other officers with access to price-sensitive
information. Trade in securities of the company is prohibited during “closed periods”
prior to the announcement of interim and annual results or while the company is

trading under a cautionary or during any other period considered price-sensitive.

The board encourages shareholders and chairmen of the board committees to
attend annual and other general meetings where relevant matters in terms of board

committees can be addressed.

Board committees
Formal board committee Charters govern the Audit & Risk Committee and the

Remuneration Committee. Group policies are communicated to subsidiary levels.

Audit & Risk Committee

In accordance with the most recent legislative requirements the committee comprises
only independent non-executive directors, namely Committee Chairman CB Brayshaw,
a chartered accountant, MD Lamola, a previous lecturer at UNISA in corporate
governance, and CJM Wood, a chartered accountant. Members of EXCO, the
Company Secretary, auditors and other non-executive directors may attend meetings
by invitation. The committee regularly meets with the group’s external auditors
and executive management to review accounting, auditing, financial reporting, risk

management and internal control matters.

As required by its terms of reference the committee met four times during the year
to coincide with key dates within the financial reporting and auditing cycle, with

attendance at these meetings set out below:

28 April | 4 May 200ct | 15Feb
2009 2009 2009 2010
CB Brayshaw (Committee Yes Yes Yes Yes
Chairman)*/
MD Lamola*A Yes Yes Yes A
CJM Wood*A Yes Yes Yes Yes
 Non-executive A Apologies

* Independent

The Audit & Risk Committee sets the principles for and approves any non-audit services
provided by the external auditors. A separate disclosure is made in the annual financial

statements of the amounts paid for any such non-audit services (see note 24.)

Remuneration Committee

The Remuneration Committee comprises independent non-executive directors
CB Brayshaw and CJM Wood (Committee Chairman). TP Bantock and PJ de Klerk
attend meetings by invitation and are excluded from discussions relating to their
remuneration. The committee has the responsibility of determining the remuneration
and terms of employment of the company’s directors and senior management.
Meetings are held as and when required, but at least one meeting is convened on an

annual basis. Attendance at committee meetings is set out below:

21 April 4 May 15 Feb
2009 2009 2010
CJM Wood (Committee Chairman)*/ Yes Yes Yes
CB Brayshaw*» A Yes Yes

 Non-executive

* Independent

Further, the committee determines the criteria which are applied to evaluate the
executive directors’ performance. In evaluating the remuneration of executive directors
and senior management the committee incorporates an evaluation of performance
against pre-determined industry benchmarks and standards. As set out in the Board
Charter, the non-executive directors’ base fee is approved by shareholders at the
annual general meeting. Directors’ emoluments are set out in the Directors’ Report
on page 19. Subsequent to year-end the group appointed P-E Corporate Services SA
as an independent consultant to review all the elements of its executive remuneration

policy.

Internal controls and risk management

Internal controls

The board is tasked with the responsibility of managing the group’s systems of internal
control and risk to sustain a practical and effective internal control environment. While
complying with applicable laws and regulations these systems of internal control
models and frameworks ensure reasonable but not absolute assurance regarding
the safeguarding of assets, the maintenance of proper accounting records, the
integrity and reliability of financial information and the minimisation of significant
fraud, potential liability, loss and material misstatement. The system is therefore
designed to manage rather than eliminate risk. In addition, it enables the board to
ensure business sustainability under normal and adverse operating conditions, and

responsible behaviour towards all stakeholders.

There is currently no formal internal audit function in place but systems are being
implemented to further ensure internal control. Management at the underlying

subsidiaries reports to the board highlighting any issues requiring address. The

Buildmax Annual Report 2010 11



Corporate governance contnes

commercial crime unit is tasked with highlighting any breaches and these are

mitigated accordingly.

The board is essentially able to provide reasonable assurance regarding the achievement
of organisational objectives in respect of the effectiveness and efficiency of operations

and compliance with applicable laws, regulations and supervisory requirements.

Risk management

Risk management remains a central function of the group’s operational strategy. The
group has effective ongoing processes for identifying risk, measuring its potential impact
against a broad set of assumptions and initiating mitigating activities to reduce the
exposure to an acceptable level. These identified risks and their respective mitigating
actions have been tabled and presented to the board. While it is the responsibility of
the board to determine the group’s levels or risk tolerance and assess its effectiveness,
management is accountable to the board for implementing and integrating these
processes into the daily operations of the group. The board has set risk tolerance
levels for capital expenditure and contracts and levels of authority are in place. KPMG
(Internal Audit and Compliance Services) has been appointed during August 2010 to

provide independent risk management and internal audit services to the group.

IT governance

The board is responsible for IT governance as an integral part of the group’s
corporate governance. IT processes have been designed to sustain and extend the
group’s strategy and objectives. The board, through executive management, liaises
closely with IT management to ensure a seamless fusion of IT functioning and overall

business strategy.

IT developments introduced during the year to further minimise risk and increase
operational efficiency included a new systems roll-out across subsidiaries including

Crushco, Diesel Power and Cast.
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Stakeholder communication
The group is committed to timely, consistent and transparent communication with all

stakeholders and an open culture of communication is encouraged.

The National Union of Mineworkers (“NUM”) is currently the largest representative

union in the group.

Company announcements are published on SENS and posted on the company’s
website. Financial results announcements are also posted to shareholders. Further,
the board and senior management are available to answer queries from stakeholders,
the media as well as industry analysts. In addition investor polls are conducted on a

regular basis.

Code of ethics (“the Code”)

Buildmax s in the process of finalising the Code. It will set out the group’s commitment
to best-practice governance at all times including timeous and transparent
communication with all stakeholders and procedures for avoiding conflicts of interest.
In addition, the Code will contain guidelines on confidentiality, fair and ethical market
competition and sound environmental practices. All Buildmax employees and directors
will be expected to adhere to the Code and failure to do so could result in disciplinary

measures.
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The directors are committed to active transformation and acknowledge the importance
of prioritising and integrating social and environmental practices alongside financial
reporting. The group has its ideology firmly set on being a responsible corporate
citizen to achieve long-term sustainable development. Triple-bottom line concerns are
therefore a vital aspect of the company’s day-to-day operations throughout the group

and influence all decision-making processes of the board and management.

B-BBEE and transformation

During the year, policies and procedures relating to human resources and the
facilitation of employment equity principles and transformation were evaluated.
As these were found to be lacking a decision was taken to appoint an executive
responsible for transformation and Thandeka Mgoduso was appointed to the EXCO
post year-end. She has previously repositioned the HR function at the University of
Johannesburg and has been instrumental in the strategic transformation process at a

number of companies including Transnet Limited.

The Transformation Committee comprises independent non-executive director

MD Lamola and PJ de Klerk.
B-BBEE in subsidiary companies satisfies Mining Charter requirements.

Mining Services is a Level 6 contributor in terms of the Department of Trade &
Industry’s B-BBEE Codes of Good Practice. Buildmax aims to become Level 4 within

three years. The detailed scorecard is set out in the table below:

Element Weight Score
Ownership 20 7,30
Management 10 5
Employment Equity 15 2,50
Skills Development 15 12,00
Preferential Procurement 20 16,80
Enterprise Development (3% of NPAT) 15 0,00
Socio-economic Development (1% NPAT) 5 5,00
Total B-BBEE Score 100 48
Level 6
Ownership

Black shareholding in the company is approximately 17% of which black-owned Vuwa
Investments Group, led by Bulelani Ngcuka, holds an investment of 14,5% in the
group. Vuwa Investments Group further has a historical relationship with a number of

operations in the enlarged group.

Management control

Currently at holding company level, 30% of the board of directors is black.

82% of the Buildmax workforce is black with the focus on training of suitable

candidates high on the group’s agenda.

Employment equity
Buildmax is committed to being an equal opportunity, non-discriminatory employer

and subscribes to practices that recognise and reward initiative, effort and merit

throughout the group. The group realises that it is equally vital to the sustainable
development of the group to prioritise the advancement of historically disadvantaged

groups through ongoing training and development initiatives.

Formal employment equity plans and targets are in place and the group monitors and

submits all required reports to the appropriate authorities.

Skills development

At year-end the group employed 3 450 people, up from 3 379 at February 2009. Post
year-end rationalisation has resulted in total staff complement reducing to 2 300 at
30 June 2010. Buildmax invests substantially in training and development to become
an “employer of choice” and to deepen the industry’s skills pool. The group’s full-time

training facility in Mpumalanga primarily trains skilled operators for Mining Services.

Further the group partners with a Gauteng-based independent skills development
organisation, which provides recognised qualifications for unskilled individuals

relevant to Buildmax’s operations.

Preferential procurement and enterprise development

Buildmax implements formalised affirmative procurement initiatives. Group entities
have approached suppliers to obtain B-BBEE ratings, and the group plans to
further increase expenditure with enterprises that have made acceptable progress

in this regard.

Preferential procurement spend has increased during the year under review. The
target preferential procurement spend from all suppliers is 50% and 10% from
Qualifying Small Enterprise Suppliers. The target spend for 50,1% black-owned
business is 15% while target procurement spend on businesses owned 30,1% by

black women is 15%.

Corporate social investment (“CSI”)

Buildmax acknowledges its responsibility to community upliftment and supports a
range of community-based organisations. The group’s subsidiaries identify CSI
beneficiaries and give priority to programmes targeted specifically at education,
training and transformation of communities as well as employees of Buildmax. At
present operations are not prescribed to commit a set percentage of net profit after
tax to CSl initiatives. However, in future the group will seek to determine a percentage

contribution for each subsidiary.

Buildmax share incentive scheme

A share incentive scheme was approved and adopted by the company at the General
Meeting of shareholders held on 28 April 2008. Subsequent to year-end the group
appointed P-E Corporate Services SA as an independent consultant to review all

elements of its executive remuneration policy.
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Directors’ statement of huildmax
responsibility and approval

for the year ended 28 February 2010

The directors acknowledge their responsibility for the adequacy of accounting records, the effectiveness of risk management and the internal control environment, the appro-
priateness of accounting policies supported by reasonable and prudent judgements and the consistency of estimates. The directors further acknowledge their responsibility for

the preparation of the annual financial statements, adherence to applicable accounting standards and presentation of related information that fairly presents the state of affairs

and the results of the company.

The annual financial statements set out in this report incorporate the results for the year ended 28 February 2010. They have been prepared by the directors in accordance with
International Financial Reporting Standards (“IFRS”), the AC 500 Standards and in the manner required by the South African Companies Act, 1973. They incorporate full and
adequate disclosure and are based on appropriate accounting policies which have been consistently applied and which are supported by reasonable and prudent judgements

and estimates.

In the context of the audit carried out for the purpose of expressing an opinion on the fair presentation of the annual financial statements, the auditors have concurred with the

disclosures of the directors on going concern.

The external auditors are not responsible for providing an independent assessment of internal financial controls but are responsible for reporting on whether the financial state-
ments are fairly presented in conformity with International Financial Reporting Standards. The external audit offers reasonable, but not absolute, assurance on the accuracy of

financial disclosures.

Board approval

The annual financial statements were approved by the board of directors and are signed on their behalf by:

ﬂmﬁa&, . /Zﬂ/a

Terry Bantock Paul de Klerk
Executive Chairman CEO
21 May 2010

Declaration by Company Secretary

for the year ended 28 February 2010

In our capacity as Company Secretary we declare, in terms of the South African Companies Act, 1973, that for the year ended 28 February 2010 the company has lodged with

the Registrar of Companies all such returns as are required of a public company in terms of this Act and that all such returns are true, correct and up to date.

”~

s

/

Probity Business Services (Proprietary) Limited
Company Secretary

Ed

21 May 2010

Johannesburg
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Independent auditors’ report

for the year ended 28 February 2010

TO THE MEMBERS OF BUILDMAX LIMITED

Report on the financial statements

We have audited the annual financial statements and group annual financial statements of Buildmax Limited, which comprise the directors’ report, the statements of financial
position as at 28 February 2010, and the statements of comprehensive income, statements of changes in equity and statements of cash flows for the year then ended, and a

summary of significant accounting policies and other explanatory notes, as set out on pages 17 to 66.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation and fair presentation of these financial statements in accordance with International Financial Reporting Standards and in the
manner required by the Companies Act of South Africa. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making

accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from
material misstatement. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by directors, as well as evaluating the overall presentation of the financial

statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the annual financial statements and group annual financial statements present fairly, in all material respects, the financial position of Buildmax Limited as of 28

February 2010, and of its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards and the requirements

of the Companies Act in South Africa.

e c/f) be

PKF (Jhb) Inc.

Chartered Accountants (S.A.)

Registered Auditors

Registration number 1994/001166/21

Director: R.J. Lawson

21 May 2010

Sandton
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