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THE 2007 SAMVAL CODE FOR REPORTING OF MINERAL ASSET VALUATION

GLOSSARY OF TERMS

The terms set out below shall, unless the context otherwise indicates, apply in relation to this Code.

Commissioning Entity

The organisation, company or person commissioning a Mineral Asset Valuation.

The Companies Act

The Companies Act No 61 of the Republic of South Africa of 1973, as amended or
any law that may replace it wholly or in part from time to time.

Competent Person

A OCompetent PersonO is a person who is registered with SACNASP, ECSA (
PLATO, or a Member or Fellow of the SAIMM, the GSSA or a Member or Fellow of
a ORecognised Overseas Professional Organisabn®© (OROPOQO). The complete |
is published by the SSC Committee from time to time.

Competent  Persons

Report

A report that is compiled in accordance with the listing rules of a Securities
Exchange.

Defunct Property

A Mineral Asset on which the Mineral Resources and Mineral Reserves have been
exhausted and exploitation has ceased, and which may or may not have residual
assets and liabilities.

Development Property

A Mineral Asset that is being prepared for mineral production and for which
economic viability has been demonstrated by a Feasibility Study or Prefeasibility
Study and includes a Mineral Asset which has a Current positive Feasibility Study
or Prefeasibility Study but which is not yet financed or under construction.

Dormant Property

A Mineral Asset which is not currently being actively explored or exploited, where
the Mineral Resources and Mineral Reserves have not been exhausted, and which
may or may not be economically viable.

Exploration Property

A Mineral Asset which is being actively explored for Mineral deposits but for which
economic viability has not been demonstrated. Exploration Properties have asset
value derived from their potential for the existence and discovery of economically
viable Mineral deposits contained within. Exploration Property interests are bought
and sold in the market. Many of these transactions involve partial interest
arrangements, such as farm-in, option or joint venture arrangements.

Extractive Industries

Those industries involved in the finding, extracting and associated processing of
natural resources located on, in or near the earthOs crust.

Feasibility Study

A comprehensive study of a Mineral Asset in which appropriate assessments have
been made of realistically estimated mining, metallurgical, economic, marketing,
legal, environmental, social, governmental, geological, engineering, operational
and all other modifying factors which are considered in sufficient detail to
demonstrate, at the time of reporting, that extraction is reasonably justified
(economically viable) and the factors reasonably serve as the basis for a final
decision by a proponent or financial institution seeking open/commercial market
related returns to proceed with, or finance, the development of the Mineral Asset
as a stand-alone project without recourse to non-project resources such as
security or guarantees.

License, Permit, Lease
or other similar

Any form of licence, permit, lease or other entittement granted by the relevant
Government department in accordance with its mining legislation that confers on
the holder certain rights to explore for and/or extract minerals that might be
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entittement

contained in the land, or ownership title that may prove ownership of the minerals.

Life of Mine Plan

A design and costing study of an existing operation in which appropriate
assessments have been made of realistically assumed geological, mining,
metallurgical, economic, marketing, legal, environmental, social, governmental,
engineering, operational and all other modifying factors, which are considered in
sufficient detail to demonstrate at the time of reporting that extraction is reasonably
justified.

Solid Minerals

Minerals are defined as any substance occurring naturally in or on the earth, in or
under water or in tailings or dumps, and having been formed by or subjected to a
geological process and includes sand, stone, rock, gravel, clay, soil and any
mineral occurring in stockpiles or in residue deposits, but excludes water, oil and
gas.

Mineral Asset
Valuation

The valuation of a Mineral Asset that has been signed off by a Competent Valuator
and which has been completed in accordance with the SAMVAL Code.

Mineable Those parts of the ore body, both economic and uneconomic, that are extracted
during the normal course of mining.
Mine Design A framework of mining components and processes taking into account such

aspects as mining methods used, access to the ore body, personnel and material
handling, ventilation, water, power, and other technical requirements, such that
mine planning can be undertaken.

Mine Planning

Production planning and scheduling, within the Mine Design, can be undertaken,
taking into account such aspects as geological structures and mineralization and
associated infrastructure and constraints.

Mineral Asset(s)

Any right to explore and/or mine which has been granted (OpropertyO), or entit
holding such property or the securities of such an entity including, but not limited to
all corporeal and incorporeal property, mineral rights, mining titles, mining leases,
intellectual property, personal property (including plant equipment and
infrastructure), mining and exploration tenure and titles or any other right held or
acquired in connection with the finding and removing of minerals located in, on or
near the earthOs crust. MineralAssets can be classified as Dormant Properties,
Exploration Properties, Development Properties, Mining Properties or Defunct
Properties.

Mineral Reserve

The economically mineable material derived from a Measured and/or Indicated
Mineral Resource. It includes diluting materials and allows for losses that are
expected to occur when the material is mined. Appropriate assessments to a
minimum of a Pre-Feasibility Study for a project, or a Life of Mine Plan for an
operation, must have been carried out, including consideration of, and modification
by, realistically assumed mining, metallurgical, economic, marketing, legal
environmental, social and governmental factors.

Mineral Resource

A concentration or occurrence of material of economic interest in or on the earthOs
crust in such form, quality and quantity that there are reasonable and realistic
prospects for eventual economic extraction. The location, quantity, grade,
continuity and other geological characteristics of a Mineral Resource are known, or
estimated from specific geological evidence, sampling and knowledge interpreted
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from an appropriately constrained and portrayed geological model. Mineral
Resources are subdivided, and must be so reported, in order of increasing
confidence in respect of geoscientific evidence, into Inferred, Indicated and
Measured categories.

Minerals Industry

Industries involved in finding, removing, processing and subsequently marketing
Minerals located in, on or near the earthOs crust.

Mining Property

A Mineral Asset which is in production.

Modifying Factor

OModifying FactorsO includes mining, metallurgical, economic, marketing, lega
environmental, social and governmental considerations.

Ore Reserves

Although the term Mineral Reserve is used throughout the SAMREC Code, it is
recognised that the term Ore Reserve is still in general use. For the purposes of
reporting under the SAMREC and SAMVAL Codes, these terms are considered to
be synonymous.

Pre-feasibility Study

A comprehensive study of a range of options for the viability of a mineral project
that has advanced to a stage where the preferred mining method, in the case of
underground mining, or the pit configuration, in the case of an open pit, has been
established, and where an effective method of mineral processing has been
determined. It includes a financial analysis based on reasonable assumptions of
technical, engineering, operating, economic factors and the evaluation of other
relevant factors which are sufficient for a Competent Person, acting reasonably, to
determine if all or part of the Mineral Resource may be classified as an Mineral
Reserve.

ROPO A Recognised Overseas Professional Organisation. The criteria for a ROPO are
that the organisation must:
¥ Be a self-regulatory organisation covering professionals in the mining
and/or exploration industry;
¥ Admit members primarily on the basis of their academic qualifications and
experience;
¥ Require compliance with the professional standards of competence and
ethics established by the organisation; and
¥ Have disciplinary powers, including the power to suspend or expel a
member.
Royalty or Royalty | In the Extractive Industries, this is the amount of value accruing from the royaltyOs
Interest share of production, in money or product, free of charge for expenses of
production, which accrues to the beneficial owner of the royalty.
SA GAAP South African Statements of Generally Accepted Accounting Practice as approved

by the Accounting Practices Board in South Africa.

SAMREC Code

The South African Code for Reporting of Exploration Results, Mineral Resources
and Mineral Reserves.

Specialist Expert

A person that is commissioned by the Competent Valuator or Commissioning
Entity to provide and be responsible for specialist input into the Mineral Asset
Valuation.

SSC Committee

The SAMREC/SAMVAL Committee
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FOREWORD

1. The SOUTH AFRICAN CODE FOR THE REPORTING OF MINERAL ASSET VALUATION
(SAMVAL or The Code) sets out minimum standards and guidelines for Public Reporting of
Mineral Asset Valuation in South Africa. It has been drawn up by the SAMVAL Working
Group of the SSC Committee under the joint auspices of the Southern African Institute of
Mining and Metallurgy (SAIMM) and the Geological Society of South Africa (GSSA). The
SSC consists of representatives of the SAIMM, the GSSA, the South African Council for
Natural Scientific Professions (SACNASP), the Geostatistical Association of South Africa
(GASA), the South African Council for Professional Land Surveyors and Technical
Surveyors (PLATO), the Association of Law Societies of South Africa, the General Council
of the Bar of South Africa, the Department of Minerals and Energy (DME), the JSE Limited
(JSE), the Council for Geoscience, the South African. Council of Banks, the Minerals
Bureau, the Chamber of Mines of South Africa (COM), and the University of the
Witwatersrand.

The process for establishing SAMVAL was initiated through an open meeting at a
colloguium convened by the SAIMM in March 2002. Various papers and articles were
published on the matter and the colloquium called for comment and mandates. Contact was
also established with the Australasian Institute of Mining and Metallurgy (AusiMM), the
Canadian Institute of Mining, Metallurgy and Petroleum (CIM), the International Accounting
Standards Board (IASB) and the International Valuation Standards Committee (IVSC).

INTRODUCTION

2. The Code is applicable to the reporting of all styles of solid mineralisation or mineral asset.
The Code does not apply to Oil, Gas or Water.

The guiding philosophy and intent of the Code is that Mineral Asset Valuation be carried out
by appropriately qualified individuals and that all relevant information is fully disclosed. The
Code is based on industry best practices and allows for professional judgement in certain
instances.

For purposes of clarification, Valuation in the Code is concerned with the value or worth of
a Mineral Asset as opposed to OevaluationO where the key objective is an economic
assessment or determination of the economic merit of an Asset.

A key characteristic of the Extractive Industries that sets them aside from other industries or
economic sectors is the depletion or wasting of natural resources that cannot be replaced in
their original state following extraction. The agent of production is extraction from the earth.
The ultimate quantity and quality of material of economic interest that might be extracted
from a property is often not known as at the Valuation Date.
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In this first edition of the SAMVAL Code, the Code is predominantly presented in normal
typeface. Definitions are highlighted in bold text, and also form part of the Code.
Guidelines are in italics and are placed after the respective Code clauses to provide
assistance and guidance to readers when interpreting the Code.

The SSC recognises that further reviews and revisions of the Code may be required.
Additional information, rules, lists and best practice guidelines will be published on the SSC
website from time to time, after due process has been followed.

SCOPE

3. The Code sets out a required minimum standard for the Public Reporting of Mineral Asset
Valuation.

Public Reports are all reports prepared for the purpose of informing investors or
potential investors and their advisers and-include but are not limited to: company
annual reports; quarterly reports; informatio n memoranda; expert reports; website
postings; public presentations; and other investment reports.

For companies issuing annual reports, or other summary reports, the inclusion of all material
information relating to Mineral Asset Valuation is recommended (See Table 1). In cases
where summary information is presented it should be clearly stated that it is a summary, with
a reference attached giving the location of the Code-compliant Public Reports or Public
Reporting on which the summary is based. Companies and other entities are encouraged to
provide information, which is as comprehensive as possible, in their Public Reports.

It is recognised that companies may be required to issue reports for more than one
regulatory jurisdiction, with differing compliance standards as contained in this Code. It is
recommended that such reports include a statement alerting the reader to this.

Reference in the Code to OdocumentationO pertains to internal company documents prepared
as a basis for, or.in support of, a Public Report.

It is recognised that situations may arise where such supporting documentation, prepared by
Competent Valuators for internal company or similar non-public purposes, may not
specifically be compliant with the Code. In such situations, it is recommended that the
documentation includes a prominent statement to this effect.

For reports which are not intended for the Public Domain, such as analystsO reports, use of
the Code is recommended but not a requirement.

4, The Code takes into account issues of a global nature whilst addressing certain
circumstances unique to South Africa. The following principles should be considered in the
application of the Code:

Materiality: A Public Report contains all the relevant information which investors and their
professional advisors would reasonably require, and expect to find, for the purpose of
making a reasoned and balanced judgement regarding the Mineral Asset Valuation.
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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.

Competency: The Public Report is based on work that is the responsibility of suitably
gualified and experienced persons who are subject to an enforceable Professional Code of
Ethics.

The author of the Public Report should be satisfied that his work has not been unduly
influenced by the organisation, company or person commissioning a report or any report that
may be deemed a Public Report, that all assumptions are documented, and that adequate
disclosure is made of all material aspects that the informed reader may require, to make a
reasonable and balanced judgement thereof.

5. The Code is applicable to all solid minerals for which Public Reporting of Mineral Asset
Valuations are required.

6. The Code is intended to form the basis of industry best practice in Mineral Asset Valuation
and reporting while allowing for flexibility through effective professional judgement and
specific local provisions.

7. Although a review of other codes is beyond the scope of this Code, it should be noted that
national Mineral Asset Valuation codes in other countries, and from Valuation and
Accounting bodies such as the International Valuation Standards (IVS) and International
Accounting Standards Board (IASB), differ from each other, and from this Code. An attempt
has been made to achieve conformity with other Codes and Guidelines.

COMPETENCE AND RESPONSIBILITY

8. A OCompetent Valuator® is a person who is registered with ECSA, SACNASP, PLATO
or the I ndependent Regulatory Board for Auditors (IRBA) oris a Member or Fellow of
the SAIMM, the GSSA, the South African Institute of Chartered Accountants (SAICA),
the Chartered Financial Analyst (CFA) Institute, or the Investment AnalystOs Societ vy
(IAS) of South Africa or a Recognised Overseas Professional Organisation (ROPO),
or other recognised organisations: A complete list of recognised organisations will
be published by the SSC on its website from time to time.

9. Documentation detailing Mineral Asset Valuations from which a Public Report is prepared,
must be prepared by, or under the direction of, and signed by a Competent Valuator.

10. A Public Report concerning a companyOs Mineral Asset Valuation is the responsibility of the
company acting through its Board of Directors. Any such report must be based on and fairly
reflect the Mineral Asset Valuation report(s) and supporting documentation prepared by a
Competent Valuator. A Public Report shall disclose the name of the Competent Valuator,
his/her qualifications, professional affiliations and relevant experience. The Competent
ValuatorOs written approval is required for his/her contribution to the reportTable 1 is a high
level checklist of reporting and assessment criteria to be used as a reference by those
preparing reports on Mineral Asset Valuations. The checklist is not prescriptive and, as
always, relevance and materiality are the overriding principles that determine what
information should be publicly reported.
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11.

12.

13.

14.

15.

16.

17.

18.

19.

Where any specific valuation documentation is referred to in a Public Report, the written
approval of the Competent Valuator must be obtained as to the form, content and context in
which that documentation is to be included in the Public Report.

A Competent Valuator is a person who possesses the necessary qualifications, ability and
relevant experience in valuing mineral assets. A person being called upon to sign as a
Competent Valuator must be clearly satisfied in his own mind that he is able to face his
peers and demonstrate competence in the valuation undertaken.

As a general guide, any person who signs off as a Competent Valuator undertaking the
mineral asset valuation should accept full responsibility for the form and content thereof. The
Competent Valuator is responsible for adhering to the principles of materiality, transparency,
and competency in the valuation of the mineral asset.

The Competent Valuator accepting overall responsibility for the valuation which has been
prepared in whole or in part by others is satisfied that the work of the other contributors is
acceptable and that the constituent parts  of the report have been signed off by such
contributors.

Mineral Asset Valuation may be a team effort. It is recommended that, where there is a clear
division of responsibilities within a team, each person should accept responsibility for, his or
her particular contribution.

The Competent Valuator is responsible for assessing the technical data and information, the
technical interpretations, the technical conclusions, the forecasts and parameters used in the
valuation, the valuation approach and methodology.

The Competent Valuator will clearly state under what circumstances other peopleOs work has
been relied on, and identify such other persons.

Where Mineral Asset Valuations depend on Exploration Results, Mineral Resources and

Mineral Reserves, these must be compliant with the SAMREC Code, or other Code(s)
recognised by the SSC, which codes will be published on the SSC website.

Complaints made in respect of the Public Report of a Competent Valuator made to the SSC
may be referred to and dealt with by the relevant organisation.

A site visit to the mineral property being valued must be undertaken by the Competent
Valuator or by a Competent Person or an expert. If a site visit is not undertaken, the reason

or reasons should be given, which may include non-materiality.

The Valuation Date of the valuation must be given as value relates to a specific point in time.

VALUATION FUNDAMENTALS, APPROACHES AND

METHODS

Value relates to future expectations, and is the present value (or economic worth) of all
future benefits expected to be received.

The market dictates the required rate of return.

The Competent Valuator is responsible for choosing Mineral Asset Valuation approaches
and appropriate underlying methods.
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20. The three generally accepted Mineral Asset Valuation approaches are:
Cash Flow Approach
The Cash Flow Approach relies on the Ovalue -in-useO principle and requires.
determination of the present value of future cash flows over the Mineral AssetOs
useful life. including market -related discounted cash flow;
Market Approach
The Market Approach relies on the Owilling buyer, willing sellerO principle and
requires that the amount obtainable from the sal e of the mineral asset be determined
as if in an armOs length transaction.

Cost Approach

The Cost Approach relies on historical cost amounts spent on the mineral asset less
any impairment losses.

21. The applicability of the valuation approaches are shown in Figure 1 below.

22. Valuation methods are, in general, subsets of Valuation approaches. For example the Cash
Flow Approach includes several methods. Certain Valuation methods are more widely used
and may be more generally acceptable as industry practice than others, although this could
change over time.

23. All Valuations need a second, corroborative approach.

24. The results from the Valuation approaches and methods employed must be weighed and
reconciled into a concluding opinion of value. The reasons for giving a higher weighting to
one method or approach over another must also be stated.

Valuation Exploration | Development | Production Dormant Defunct
Approach Properties Properties Properties Properties Properties
Economically Not
Viable Viable
Cash Flow Not generally Widely used Widely used Widely used Not Not generally
used generally used
used
Sales Widely used Less widely Quite widely Quite widely Widely Widely used
Comparative used used used used
Cost Quite widely Not generally Not generally | Not generally Less Quite widely
used used used used widely used
used
Figure 1: Relationship between stages of development and Valuation approaches for

Mineral Properties
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25. It is widely recognized that certain methods are unacceptable, such as Ogross in situ valueO,
without applying relevant capital and operating costs, and other modifying factors.

Multiplying in situ Resources or Reserves by a commodity price is an unacceptable
valuation, although it is recognised that comparative valuations such as value per unit are
common and acceptable.

26. For Valuation, it is accepted that mine design and mine planning may include a proportion
of Inferred Mineral Resources. If this category of Mineral Resource is included in mine
design, planning and/or economic studies, the results of ‘which are publicly reported, full
disclosure and the effect on the results of the studies must be stated. Inferred Mineral
Resources may only be included in mine design, mine planning, and/or economic studies
provided that there exists a mine plan and a statement of Mineral Reserves, which states
that Inferred Mineral Resources have been used. Where a material amount of mining in the
mine plan includes Inferred Mineral Resources. a comparison of the results with and
without these Inferred Mineral Resources must be shown, and the rationale behind their
inclusion must be explained.

Modifying factors and assumptions. that were applied to the Indicated and Measured
Mineral Resources to determine the Mineral Reserves must be equally applied to the
Inferred Mineral Resources.

Inferred Mineral Resources cannot be converted to Mineral Reserves, and must not be
stated as part of the Mineral Reserve.

The reader is referred to the SAMREC Code for additional clarification on this point.
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