This document is important and requires your immediate attention
The definitions commencing on page 9 of this Circular apply mutatis mutandis to this cover page.

If you are in any doubt as to what action to take, please consult your CSDP broker, banker, accountant, attorney or other
professional adviser.

Action required

1. If you have disposed of all your Ordinary Shares in SacOil, please forward this Circular to the broker, banker, accountant or agent
through whom you disposed of your Ordinary Shares.

2. The General Meeting convened in terms of this Circular will be held in the boardroom, 119 Rosen Office Park, 37 Invicta Road,
Midrand, Gauteng, 1685 on 20 September 2010 at 10:00.

Certificated Shareholders and Dematerialised Shareholders with Own Name Registration

A form of proxy (yellow) is attached for use by Certificated Shareholders, and Dematerialised Shareholders with Own Name Registration,
who cannot attend the General Meeting. It should be properly completed and in order to be effective must be lodged with the Transfer
Secretaries, Link Market Services, 16th Floor, 11 Diagonal Street, Johannesburg, 2001 (PO Box 4844, Johannesburg, 2000), to reach
them by no later than 48 hours before the time set down for the General Meeting. If required, additional proxy forms (yellow) may be
obtained from the Transfer Secretaries.

Dematerialised Shareholders other than those with Own Name Registration

Dematerialised Shareholders, other than those with Own Name Registration, must inform their CSDP or broker of their intention
to attend the General Meeting and obtain the necessary letter of representation from their CSDP or broker to attend the General
Meeting or provide their CSDP or broker with their voting instructions should they not be able to attend the General Meeting in Person,
but wish to be represented thereat. This must be done in terms of the agreement entered into between the Shareholder and the CSDP
or broker concerned.
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(Formerly: SA Mineral Resources Corporation Limited)
(Incorporated in the Republic of South Africa)
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Share code: SCL ISIN: ZAE000127460
(“SacQil” or “the Company”)

CIRCULAR TO SHAREHOLDERS

regarding

* the restructuring of SacOil’s proposed investment in the Block 3 Rights and the Block 1 Rights
including the proposed acquisition by SacOil of 50 per cent of the entire issued share capital of,
and all claims of the SacOil (Proprietary) Limited Vendors against, SacOil (Proprietary) Limited
which is a related party transaction;

¢ the proposed acquisition by SacQil of a 55 per cent Participating Interest in the Chaal Gas Exploration
Permit Area in Tunisia;

* the proposed Specific Issue to Metropolitan Asset Managers, a related party, of 46 000 000 Ordinary
Shares for cash at 50 cents per Ordinary Share;

¢ the ratification of the Specific Issue to GVM, a related party, of 8 343 216 Ordinary Shares for cash
at 30 cents per Ordinary Share;

» approval of the Lonsa Corporate Finance Advisory Mandates which are related party transactions;
and

* amendments to the current Share Option Scheme;
and incorporating

* Revised Listing Particulars;
* a notice of General Meeting of Shareholders; and

¢ a form of proxy (to be completed by Certificated Shareholders and Dematerialised Shareholders
with Own Name Registration only) (yellow).



The Directors whose names appear on page 18 of this Circular, collectively and individually accept full
responsibility for the accuracy of the information given in this Circular, and certify that, to the best of their
knowledge and belief, there are no facts which have been omitted which would make any statement in
this Circular false or misleading and that they have made all reasonable inquiries to ascertain such facts
and that the Circular contains all information required by law and the Listings Requirements.

Sponsor Corporate finance adviser

|IBDO Lonsﬁ?E

Independent technical expert for Block 3 Rights Independent technical expert for Chaal Gas
Exploration Permit Area

Ryder Scott Company

Corporate legal adviser Transfer Secretaries Expert

DENEYS | REITZ LINK
[ ]

ATTORNEYS

Deneys Reitz Inc.
1984/003385/21

Independent expert for fairness opinion Independent reporting accountants
and Auditors

m MAZARS MOORE STEPHENS

CHARTERED ACCOUNTANTS (SA)

CORPORATE FINANCE (PTY) LTD

Date of issue: 4 September 2010

Copies of this Circular, in English only, may be obtained from the registered office of the Company at the address as set out in the
“Corporate Information” page from Monday, 6 September 2010 to Friday, 17 September 2010.
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SALIENT FEATURES

The definitions commencing on page 9 of this Circular apply mutatis mutandis to the salient features.

The salient features summarise the most important information set out in this Circular. Shareholders should,
however, read this Circular in its entirety.

INTRODUCTION

SacOil Shareholders were advised in announcements, the last of which was dated 3 September 2010,
of the following:

» the restructuring of SacOil's proposed investment in the Block 3 Rights and the Block 1 Rights including
the proposed acquisition by SacQOil from the SacOQil (Proprietary) Limited Vendors of 50 per cent of
the entire issued share capital of, and all claims of the SacOil (Proprietary) Limited Vendors against,
SacOil (Proprietary) Limited, subject to the conditions precedent set out in paragraph 2.9 of the Circular.
The Restructure is a related party transaction;

< the acquisition of a 55 per cent Participating Interest in the Chaal Gas Exploration Permit Area, subject
to the conditions precedent set out in paragraph 3.8 of the Circular;

< the proposed issue by SacOil of 46 000 000 Ordinary Shares to Metropolitan Asset Managers, a related
party, for cash at an issue price of 50 cents per Ordinary Share;

» the ratification of the issue by SacOil of 8 343 216 Ordinary Shares to GVM, a related party, for cash
at an issue price of 30 cents per Ordinary Share;

« the entering into by SacOil of the Lonsa Corporate Finance Advisory Mandates which are related
party transactions.

In addition, SacQil is proposing certain amendments to the SacOil Share Option Scheme.

This Circular sets out details of the above Transactions and includes a notice of General Meeting which
contains the ordinary resolutions to give effect to the Transactions. The salient features relating to the
Transactions are set out below.

The Specific Issue to Metropolitan Asset Managers is an issue of shares for cash as part of a fund raising
exercise and is based on the 30-day VWAP of the Ordinary Shares of 47.56 cents per Ordinary Share
prior to 16 July 2010 (being the signature date of the Irrevocable Undertaking by Metropolitan Asset
Managers to subscribe for Ordinary Shares). The issue of the SacOil Transaction Consideration Shares
in terms of the Restructure is for an asset worth significantly more and the price was determined by the
Board after consideration of relevant information in relation to the value of Block 3. The SacOQil (Proprietary)
Limited Vendors have agreed to a price of 210 cents per Ordinary Share as contained in the Sale of Shares
Agreement.

THE INITIAL SACOIL TRANSACTION

On 24 October 2008, SacOil posted a circular to Shareholders regarding the Initial SacOil Transaction in terms
of which the Company proposed to acquire the entire issued share capital and shareholder loans of SacOil
(Proprietary) Limited from the Initial SacQil (Proprietary) Limited Vendors for an aggregate consideration
payable to the Initial SacQOil (Proprietary) Limited Vendors of R516 900 000 to be settled by the issue
of 474 445 714 Ordinary Shares at an issue price of 105 cents per Ordinary Share (with a Rand equivalent
of R498 200 000) and by the set off of a loan advanced and payments made to DIG of US$2 318 182
(with a Rand equivalent of R18 700 000, assuming an exchange rate of R8.08 to US$1). The Initial SacOill
Transaction was encapsulated in the Initial SacOil Agreement.

SacOil (Proprietary) Limited is a party to the Block 3 Production Sharing Agreement and DIG is a party to the
Block 1 Production Sharing Agreement. As a component of the Initial SacOil Transaction, it was contemplated
that DIG would assign to SacOil (Proprietary) Limited its rights and obligations under the Block 1 Production
Sharing Agreement in terms of the Initial Agreement of Assignment.



The Initial SacOil Transaction was approved by Shareholders in general meeting on 21 November 2008.
The Initial SacOil Transaction, however, remained conditional upon, inter alia, the issuance of Presidential
Ordinances approving the Block 1 Production Sharing Agreement and/or the Block 3 Production Sharing
Agreement by 31 May 2010, following several extensions of earlier fulfilment dates.

The Initial SacOil Agreement and the Initial Agreement of Assignment lapsed on 31 May 2010 due to the fact
that the conditions precedent thereto were not timeously fulfilled.

THE RESTRUCTURE

During the period of time between the signature of the Initial SacOil Agreement and the Initial Agreement
of Assignment on 17 March 2008 and the lapsing of the same agreements on 31 May 2010, significant
oil exploration work was carried out by titleholders to adjacent oil concession blocks in the Lake Albertine
area, albeit on the Uganda side of the lake. The work done and discoveries made, together with the publicly
disclosed offer by Italian Oil and Gas major, ENI International B.V., a Netherlands-based subsidiary of
ENI S.p.A., the Italian-based Oil and Gas for Heritage plc’s 50 per cent interest in Blocks 1 and 3A, Albertine
Graben, Uganda for US$1.5 billion (subsequently being pre-empted and completed by Tullow oil plc in
July 2010) made it difficult for the Company to retain the Initial SacOil Transaction following the lapse of the
Initial SacOil Agreement and the Initial Agreement of Assignment. The discoveries, to some extent, also
provided further confidence in the existence of a petroleum system in the Lake Albertine region, and in the
case of the Block 3 Rights, increased the Block 3 Rights Independent Technical Expert’'s Report valuation
(on a cost approach basis) from US$122 490 000 (with a Rand equivalent of R989 719 200, assuming an
exchange rate of R8.08 to US$1) at the time of the circular issued on 24 October 2008 to a Block 3 Rights
Independent Technical Expert’'s Report valuation (on a cost approach basis) of US$155 190 000 (with a Rand
equivalent of R1.18 billion assuming an exchange rate of R7.62 to US$1) at 22 July 2010 being the date that
the SacOil Transaction Agreements were signed.

On 22 July 2010 SacOQil entered into the Sale of Shares Agreement in terms of which SacOil will acquire
from the SacOil (Proprietary) Limited Vendors 50 per cent of the entire issued share capital of, and all
claims of the SacOil (Proprietary) Limited Vendors against, SacOil (Proprietary) Limited on the Effective Date
for an aggregate consideration payable to the SacOil (Proprietary) Limited Vendors of R439 857 600 settled
by the issue of 209 456 000 Ordinary Shares at an issue price of 210 cents per Ordinary Share, subject to
the fulfilment or waiver of the conditions precedent set out in paragraph 2.9 of the Circular.

On 22 July 2010 SacOil and DIG respectively concluded loan agreements with SacOil (Proprietary)
Limited in terms of which the shareholders will advance monies to SacOil (Proprietary) Limited to fund the
payment of the Block 3 Payment in order to allow SacOil (Proprietary) Limited to comply with the provisions
of the Amendment and secure the Block 3 Rights. Details of these loans are provided in paragraph 2.8
of the Circular.

On 22 July 2010 SacOil and DIG concluded the Block 1 Agreement of Assignment pursuant to which DIG
shall assign to SacOil the Block 1 Interest in exchange for an effective consideration totalling US$811 364 (with
a Rand equivalent of R6 182 594, assuming an exchange rate of R7.62 to US$1) being an assignment fee
of US$1 (with a Rand equivalent of R7.62, assuming an exchange rate of R7.62 to US$1) and an additional
amount of US$811 363 (with a Rand equivalent of R6 182 586, assuming an exchange rate of R7.62 to US$1).
The additional amount is calculated as the net amount of the cession by SacQil to DIG of SacQil's right
to receive payment from SacOil (Proprietary) Limited of the Rand equivalent of US$1 000 000 (with a Rand
equivalent of R7 620 000, assuming an exchange rate of R7.62 to US$1) under the Cession Agreement and an
agreed interest payment of US$188 637 (with a Rand equivalent of R1 437 414, assuming an exchange rate
of R7.62 to US$1) due and payable by DIG to SacOil on monies previously loaned and advanced by SacOil
to DIG as reflected in the Amended and Restated DIG Loan Agreement. Following the assignment by DIG to
SacOQil of the Block 1 Interest, SacQOil will have legal title to the Block 1 Interest for an indefinite period.

DIG has agreed to repay a total of the Rand equivalent of US$1 637 500 (inclusive of interest amounting
to US$188 637) (with a Rand equivalent of approximately R13 143 227 as calculated in paragraph 2.7)
previously loaned and advanced by SacOil to DIG to fund signature bonus obligations under the Block 1
Production Sharing Agreement. This repayment obligation is secured by a cession and pledge of 10 per cent
of DIG’s shares in, and shareholder claims against, SacOil (Proprietary) Limited.

On 22 July 2010 the parties to the Initial SacOil Transaction entered into various agreements restructuring
the original loan and security arrangements pertaining to the Initial SacOil Transaction to take account
of the Restructure. These agreements included the Cancellation Agreement in terms of which, inter alia,
the security arrangements pertaining to the Initial SacOil Transaction have been cancelled.



The Initial SacOil Agreement would have resulted in the Company acquiring the entire issued share capital
of SacOil (Proprietary) Limited with the Block 1 Rights and the Block 3 Rights, but with a new enlarged
number of Ordinary Shares in issue of 787 737 326, for an aggregate consideration of R516 900 000 for
a Block 3 Rights Independent Technical Expert’'s Report valuation of R989 719 200 (100 per cent of the
Block 3 Rights Independent Technical Expert's Report valuation giving an acquisition multiple of 1.3 times
based on the value per the Block 3 Rights Independent Technical Expert’'s Report valuation divided by the
number of Ordinary Shares that would have been in issue following the Initial SacOil Transaction).

The Restructure results in the Company having a new enlarged number of Ordinary Shares in issue
of 531 090 828 for an aggregate consideration of R439 857 600 for a Block 3 Rights Independent Technical
Expert's Report valuation of R591 273 900 (50 per cent of the Block 3 Rights Independent Technical
Expert's Report valuation giving an acquisition multiple of 1.1 times based on the value per the Block 3
Rights Independent Technical Expert's Report valuation divided by the number of Ordinary Shares that will
be in issue following the Restructure) and before taking into account the repayment of cash due by DIG
of US$1 637 500 (with a Rand equivalent of R13 143 227 assuming an exchange rate of R7.62 to US$1).
The Restructure results in less dilution for the existing SacOil Shareholders and increased implied value per
Ordinary Share from the Block 3 Rights given the lower acquisition multiple of 1.1 times.

The Restructure is a related party transaction and, as such, the Board sought a fairness opinion included
in Annexure 8 of the Circular, which opined that the Restructure is fair to the shareholders.

THE ISSUANCE OF PRESIDENTIAL ORDINANCE

On 18 June 2010 the President and Prime Minister of the DRC signed Presidential Ordinance 10/042 approving
the Block 3 Production Sharing Agreement. The Presidential Ordinance was gazetted in the Journal Officiel
de la Republique Démocratique du Congo on 22 June 2010.

On 18 June 2010 the President and the Prime Minister of the DRC further signed Presidential Ordinance
10/043 ordering the Amendment. Presidential Ordinance 10/043 was gazetted in the Journal Officiel de la
Républiqgue Democratique du Congo on 22 June 2010.

On 18 June 2010, the President and the Prime Minister of the DRC signed Presidential Ordinance 10/041
approving an alternative production sharing agreement in respect of Block 1 concluded with third parties,
notwithstanding the fact that the Block 1 Production Sharing Agreement has not been cancelled.

The signature and publication of Presidential Ordinance 10/042 perfected the rights of SacQil (Proprietary)
Limited under the Block 3 Production Sharing Agreement subject to compliance with the provisions of the
Amendment.

SacOil (Proprietary) Limited signed the Amendment on 13 July 2010. The Amendment varies certain
commercial terms of the Block 3 Production Sharing Agreement and, inter alia, requires SacOil (Proprietary)
Limited to effect payment to the DRC Government of the Block 3 Payment soon after execution of the
Amendment.

THE FARMOUT INTEREST ACQUISITION

SacOil Shareholders were advised in cautionary announcements dated 11 May 2010, 21 May 2010 and
25 June 2010 that SacOil had concluded the Farmout Agreement, in terms of which SacOil will acquire
a 55 per cent Participating Interest in the total rights and obligations, privileges and liabilities of the
“Contractor”or “Entrepreneur” in and under the Exploration Permit and Principal Agreements, subject to the
conditions precedent as set out in paragraph 3.8 of the Circular.

THE SPECIFIC ISSUES

On 16 July 2010, Metropolitan Asset Managers signed an Irrevocable Undertaking to subscribe for 46 000 000
Ordinary Shares at an issue price of 50 cents per Ordinary Share, a premium of 5 per cent to the 30-day
VWAP of the Ordinary Shares of 47.56 cents per Ordinary Share prior to 16 July 2010 (being the signature
date of the Irrevocable Undertaking by Metropolitan Asset Managers to subscribe for Ordinary Shares).
The proceeds from the Specific Issue will be utilised to fund the costs of the Transactions and the obligations
of SacOil as a result of the Restructure and Farmout Interest Acquisition. The Specific Issue to Metropolitan
Asset Managers is to a related party.



On 5 July 2010, SacOil entered into an agreement with GVM for the full and final settlement of an outstanding
loan owing by SacOil to GVM amounting to R2 502 964 since December 2007. SacOil agreed to issue
8 343 216 Ordinary Shares at an issue price of 30 cents per Ordinary Share, a premium of 11 per cent to the
30-day VWAP of the Ordinary Shares of 27 cents per Ordinary Share prior to 5 July 2010 (being the signature
date of the GVM settlement agreement). On 29 July 2010, 8 343 216 Ordinary Shares were issued to GVM at
a price of 30 cents per Ordinary Share and were listed by the JSE. The Specific Issue to GVM is to a related
party and, therefore, SacQil is seeking Shareholder ratification of the Specific Issue to GVM.

THE LONSA CORPORATE FINANCE ADVISORY MANDATES

SacOil entered into corporate finance advisory mandates dated 22 February 2008 and 17 May 2010 in terms
of which Lonsa acts as corporate finance adviser to SacOil in respect of the Initial SacOil Transaction,
the Restructure and the Farmout Interest Acquisition. Lonsa introduced, structured, negotiated and project
managed the Initial SacOil Transaction, the Restructure and the Farmout Interest Acquisition on behalf of
SacOil and has charged a cash fee for its services as set out in paragraph 14 of this Circular. The Lonsa
Corporate Finance Advisory Mandates are available for inspection as set out in paragraph 17 of this Circular.
Lonsa is entitled to a contingent success fee equivalent to 2 per cent of the proposed transaction value
of assets acquired and 2.5 per cent of the gross value of the equity raised which is standard in all Lonsa
mandates for proposed transactions and equity raised.

R Vela, the Chief Executive Officer of SacOlil, is also a director and the controlling shareholder of Lonsa
and, therefore, the Lonsa Corporate Finance Advisory Mandates are related party transactions in terms
of Section 10 of the Listings Requirements. The Board sought a fairness opinion which is included in
Annexure 8 of the Circular, which opined that the Lonsa Corporate Finance Advisory Mandates are fair to the
Shareholders.

FINANCIAL EFFECTS OF THE TRANSACTIONS

The pro forma financial effects of the Transactions are set out in paragraph 7.2 of this Circular.

GENERAL MEETING OF SHAREHOLDERS

A General Meeting of Shareholders will be held in the boardroom, 119 Rosen Office Park, 37 Invicta Road,
Midrand, Gauteng on Monday, 20 September 2010 at 10:00 to approve the requisite resolutions to give effect
to the Transactions.

COMPETENT PERSON’S REPORTS

Bayphase Limited, a United Kingdom based company, was appointed to provide Shareholders with
an Independent Technical Expert’'s Report on the Block 3 Rights.

Ryder Scott Company-Canada, a Canadian based company, was appointed to provide Shareholders with an
Independent Technical Expert's Report on the Chaal Gas Exploration Permit Area.

The Block 3 Rights Independent Technical Expert's Report and the Chaal Gas Exploration Permit Area
Independent Technical Expert’'s Report are included in Annexures 11 and 12 of this Circular.



IMPORTANT DATES AND TIMES

The definitions commencing on page 9 of this Circular apply mutatis mutandis to this page.

2010
Last day for receipt of forms of proxy for the General Meeting
of Shareholders by no later than 10:00 on Thursday, 16 September
General Meeting of Shareholders to be held at 10:00 on Monday, 20 September
Results of the General Meeting of Shareholders released on SENS on Monday, 20 September
Results of the General Meeting of Shareholders published in the press on Tuesday, 21 September
SacOil Transaction Consideration Shares issued and listed, subject to
Shareholder approval on Wednesday, 22 September
Specific Issue Ordinary Shares to Metropolitan Asset Managers issued
and listed, subject to Shareholder approval on Wednesday, 22 September

Notes:

1. The above dates and times are subject to amendment and any amendment made will be published in the press and released
on SENS as well as on the Company’s website at www.sacoilholdings.com.

2. Alltimes given are South African local times.



DEFINITIONS AND INTERPRETATION

Throughout this Circular, unless otherwise stated or the context otherwise requires, the words in the first
column have the meanings stated opposite them in the second column, words in the singular shall include
the plural and vice versa, words signifying one gender include the others and words denoting natural Persons
include juristic Persons and associations of Persons and vice versa:

“Accord de Transfert Relatatif
au Permis de Recherche Chaal”

“Accord de Transfert Relatatif
au Permis de Recherche Chaal
numéro deux”

“Act”

“‘Amendment”

“Amended and Restated
DIG Loan Agreement”

“Amended Share Option Scheme”

“Arrété”

“the Articles”

“Bayphase”

“Block 1”

“Block 1 Agreement of Assignment

“Block 1 Interest”

“Block 1 Production
Sharing Agreement

“Block 1 Rights”
“Block 3”

“Block 3 Payment”

the agreement dated 16 February 2006 entered into between ETAR,
Candax, SMIP and Falcan, in terms of which Candax transferred
to Falcan its entire Participating Interest;

the agreement dated 17 April 2006 entered into between ETAR
Falcan, SMIP and Mitsubishi, in terms of which Falcan transferred an
undivided 20 per cent interest of its Participating Interest to Mitsubishi;

the Companies Act, 61 of 1973 (as amended) or, following its repeal,
the Companies Act, 71 of 2008 (as amended);

the amendment of the Block 3 Production Sharing Agreement which
was ordered by the President and the Prime Minister of the DRC on
18 June 2010 through the signature of Presidential Ordinance 10/043;

the agreement between DIG and SacOil entered into on 22 July 2010
in terms of which the provisions of the Initial DIG Loan Agreement
have been amended and restated;

the SacOil Share Option Scheme incorporating all of the proposed
amendments as set out in Annexure 10 of the Circular;

an order of the Minister of Industry, Energy and Small and Medium
Sized Enterprises of Tunisia;

the Articles of Association of SacOil;

Bayphase Limited (Registration number 2023879), a company
registered and incorporated in accordance with the laws of
United Kingdom;

Block 1, Albertine Graben in the DRC;

the agreement entered into between SacOil and DIG on 22 July 2010
in terms of which DIG assigns the Block 1 Interest to SacOill;

collectively 35 per cent of DIG’s economic interest under the Block
1 Production Sharing Agreement and 35 per cent of all current and
future claims of any nature whatsoever that DIG has, or may have
in the future, against the DRC Government in relation to the Block 1
Production Sharing Agreement in the event that Presidential Ordinance
in respect of the Block 1 Production Sharing Agreement is not issued;

the agreement in respect of Block 1 entitled “Contrat de Partage du
Production” concluded between the DRC Government, DIG, Cohydro,
H Oil Congo Limited, Congo Petroleum and Gas SPRL and Compagnie
Petroliere Sud Oil SPRL on 21 January 2008;

oil concession rights pertaining to Block 1;
Block 3, Albertine Graben in the DRC;

an amount of US$2 000 000 payable by SacOil (Proprietary) Limited
to the DRC Government on execution of the Amendment as a
supplementary signature bonus;



“Block 3 Production Sharing
Agreement”

“Block 3 Rights”

“Block 3 Rights Independent
Technical Expert's Report”
“the Board” or “the Directors”

“Business Day”

“Cancellation Agreement”

“Candax”

“Certificated Shareholders”

“Cession Agreement”

“Chaal 1 Well”

“Chaal Gas Exploration Permit Area”

“Chaal Gas Exploration Permit
Area Independent Technical
Expert's Report”

“Chaal Gas Exploration Permit Area
Production Sharing Agreement”

“the Chaal Prospecting
Permit Parties”

“the Chaal Prospecting Permit”
or “the Chaal Permit”

“the Circular”

10

the agreement in respect of Block 3 entitled “Contrat de Partage
de Production” concluded between the DRC Government, SacOil
(Proprietary) Limited and Cohydro on 4 December 2007;

oil concession rights pertaining to Block 3;

the Independent Technical Expert's Report in respect of the
Block 3 Rights set out in Annexure 11 of this Circular;

the current board of directors of SacOil whose names are reflected
on page 18 of this Circular;

any day other than a Saturday, Sunday or official public holiday
in the RSA;

the agreement between DIG, Encha, Columbia, Moosa, SacOil, SacOil
(Proprietary) Limited and Andrea Brown entered into on 22 July 2010
in terms of which, inter alia, all sureties and pledges executed as
a component of the Initial SacOil Transaction, have been terminated;

Candax Energy Incorporated (Registration number 2048084), a public
corporation incorporated in accordance with the laws in Canada
and listed on the Toronto Stock Exchange as an Oil and Gas Junior
Company. Candax’s two major shareholders are Geofinance N.V. and
Actis LLP;

Shareholders who hold Ordinary Shares, represented by a share
certificate or by other physical documents of title, which have not
been surrendered for Dematerialisation in terms of the requirements
of Strate;

the agreement between SacOil and DIG entered into on 22 July 2010
in terms of which SacOil cedes its right to receive payment from
SacOil (Proprietary) Limited of the amount of US$1 000 000
(with a Rand equivalent of R8 080 000 assuming an exchange
rate of R8.08 to US$1) previously loaned and advanced to SacOill
(Proprietary) Limited in terms of the Initial SacOil Loan Agreement;

the well in the Chaal Gas Exploration Permit Area drilled in 2006;

the gas condensate discovery located onshore central Tunisia some
25 kilometres to the west of Tunisia's second largest city, Sfax,
the Chaal field covering approximately 1 200 square kilometres;

the Independent Technical Expert's Reportin respect of the Chaal Gas
Exploration Permit Area, which is set out in Annexure 12 of this
Circular;

the production sharing agreement entered into between ETAP
as the holder and Candax and SMIP jointly as the contracter to govern
the production obtained from the Chaal Gas Exploration Permit Area
under the terms of the Exploration Permit;

collectively, the Granting Authority, ETAR, Candax and SMIP;

the Protocole d’Accord Agreement entered into by the Chaal
Prospecting Permit Parties granting a prospecting permit covering
the Chaal Gas Exploration Permit Area,;

this circular to SacOil Shareholders, dated 4 September 2010 relating
to the Transactions, including all annexures and incorporating
a notice of General Meeting, a form of proxy (yellow) and the Revised
Listing Particulars;



“Closing Date”

“Coal of Africa”

“Cohydro”

“Columbia”

“Common Monetary Area”

“the Convention Agreement”

“CSDP”

“Deed of Assignment”

“Dematerialise” or “Dematerialisation”

“Dematerialised Shareholders”

“Development Programme”

“DIG”

“DIG-SacOQil (Proprietary) Limited
Loan Agreement”

“DRC”

“DRC Government”

5 (five) Business Days after the Fulfilment Date, or such later dates
as the Farmout Interest Parties may agree;

Coal of Africa Limited (formerly GVM Metals Limited) (Registration
number ACN 008 905 388), a public company incorporated in
accordance with the laws of Australia, listed in Australia, the United
Kingdom and South Africa and the holding company of GVM;

Les Congolaise des Hydrocarbures, an entity existing under the laws
of the DRC,;

Columbia Falls Properties 114 (Proprietary) Limited (Registration
number 2008/004800/07), a private company incorporated
in accordance with the laws of South Africa and controlled by
Mr Phatudi Maponya (Identification Number 650326 5249 083);

South Africa, the Republic of Namibia and the Kingdoms of Lesotho
and Swaziland;

the convention agreement entered into between the Granting Authority,
ETAP,CandaxandSMIPon12January2006thatgovernsalltheoperations
to be carried out in the Chaal Gas Exploration Permit Area in the event
thatthe Chaal Prospecting Permitis converted to an Exploration Permit;
a Central Securities Depository Participant, appointed by
individual SacOil Shareholders for the purpose of and in regard
to Dematerialisation in terms of the Security Services Act, No 36
of 2004, as amended,;

an agreement in terms of which Falcon and SMIP will assign SacOill
a 55 per cent Participating Interest in the Chaal Gas Exploration Permit
Area and which will be executed by the Farmout Interest Acquisition
Parties on the Business Day following the Fulfilment Date;

the process whereby physical share certificates are replaced with
electronic records evidencing ownership of Ordinary Shares for the
purposes of Strate, as contemplated in the Securities Services Act,
No 36 of 2004, as amended,;

Shareholders who have Dematerialised their Ordinary Shares in terms
of the Strate system;

outline future development programme for a potential early production
system, as well as the appraisel and development programme of the
Chaal Gas Exploration Permit Area provided to SacOil by Falcan.
The Development Programme is subject to change following the
results of the Work Programme;

Divine Inspiration Group (Proprietary) Limited (Registration number
2007/003931/07), a private company incorporated in accordance
with the laws of South Africa and which is controlled by Ms Andrea
Brown (Identification Number 720117 0039 082);

the agreement concluded between DIG and SacOil (Proprietary)
Limited on 22 July 2010 whereby DIG advances a loan to SacOil
(Proprietary) Limited in the amount of US$1 000 000 (with a Rand
equivalent of R8 080 000 assuming an exchange rate of R8.08
to US$1), for the purpose of partially funding the payment by SacOil
(Proprietary) Limited to the DRC Government of the Block 3 Payment;

the Democratic Republic of the Congo;

the Government of the DRC;
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“Effective Date”

“Encha”

“Encha Capital”

“ETAP”

“EUR”

“Exchange Control Regulations”

“Exploration Permit”

“Falcan”

“Farmout Agreement”

“Farmout Agreement Amendment”

“Farmout Costs”

“Farmout Interest”

“Farmout Interest Acquisition”

“Farmout Interest Acquisition Parties”

“Farmout Interest Vendors”

“Fulfilment Date”
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the Business Day following the date of the fulfilment or waiver
(if capable of waiver) of all the suspensive conditions relating
to the Restructure;

Encha Group Limited (Registration number 2005/003490/06),
a public company incorporated in accordance with the laws of
South Africa and controlled by the Moseneke Family. Its major
shareholders are Timtex Investments (Proprietary) Limited, controlled
by Tiego Moseneke (ldentification Number 621108 5074 083) and
Swanvest 344 (Proprietary) Limited, controlled by Sedise G Moseneke
(Identification Number 760622 5360 087);

Encha Capital (Proprietary) Limited (Registration number
2007/004923/07), a special purpose vehicle formed by Encha and
Investec in order to facilitate a combined shareholding which will hold
a controlling shareholding in SacOil;

Entreprise Tunisienne d’Activites Petrolieres (Registration number
C1441998), a company registered and incorporated in accordance
with the laws of Tunisia. ETAP is the Tunisian national oil company and
is wholly-controlled by the Tunisian Government;

Euro, the official currency of the European Union;

Exchange Control Regulations, 1961, as amended, promulgated
in terms of section 9 of the Currency and Exchanges Act, 1933
(Act 9 of 1933) of South Africa, as amended,;

the Chaal Prospecting Permit that was converted to an exploration
permit by an Arrété dated 15 May 2006, published in the Official
Gazette of the Republic of Tunisia No 42 of 26 May 2006;

Falcan Chaal Petroleum Limited (Registration number 25077),
a corporation incorporated in accordance with the laws of Barbados
and a wholly owned subsidiary of Candax;

the agreement entered into by the Farmout Interest Acquisition Parties
on 10 May 2010 in terms of which SacOil will acquire the Farmout
Interest from the Farmout Interest Vendors (as amended by the
Farmout Agreement Amendment);

the agreement entered into by the Farmout Interest Acquisition Parties
on 6 July 2010 extending the date for fulfilment of the conditions
precedent of the Farmout Agreement until 31 January 2011;

the costs, liabilities and expenses to be met by SacOil under the
Farmout Agreement as summarised in paragraph 3.4 of the Circular;

the 41.25 per cent Participating Interest assigned to SacOil by Falcan
and the 13.75 per cent Participating Interest assigned to SacOil
by SMIP, being in aggregate a 55 per cent Participating Interest;

the acquisition by SacOil of the Farmout Interest;
collectively, Falcan, SMIP and SacOil;
collectively, Falcan and SMIP;

the date on which the conditions precedent relating to the Farmout
Interest Acquisition are fulfilled or waived, where waiver is allowed
by the Farmout Agreement. The final date for fulfilment of the
conditions precedent is 31 January 2011 or such later date as may
be agreed in writing by the Farmout Interest Parties;



“General Meeting”

“Granting Authority”
“the Group”
“GVM”

“IFRS”

“Income Tax Act”

“Independent Technical Expert’s
Report”

“Initial DIG Loan Agreement”

“Initial SacOil (Proprietary)
Limited Vendors”

“Initial Agreement of Assignment”

“Initial SacOil Agreement”

“Initial SacOil Loan Agreement”

“Initial SacOil Transaction”

“Investec”

“Irrevocable Undertaking”

the general meeting of Shareholders to be held in the boardroom,
119 Rosen Office Park, 37 Invicta Road, Midrand, Gauteng at 10:00
on Monday, 20 September 2010;

the Tunisian State;
SacOil and its subsidiaries from time to time;

GVM Metals Administration (South Africa) (Proprietary) Limited
(Registration number 2006/013617/07), a private company
incorporated in accordance with the laws of South Africa and wholly-
owned subsidiary of Coal of Africa;

International Financial Reporting Standards;

the Income Tax Act, 1962 (Act 58 of 1962) of South Africa,
as amended,

a public report prepared on oil and gas assets and projects,
and signed by the independent technical expert;

the agreement entered into between DIG and SacOil on
17 March 2008 in terms of which SacOil advanced an amount
of US$1 448 864 (with a Rand value of R11 706 821 assuming
an exchange rate of R8.08 to US$1) to DIG, paid directly by SacOil
to the DRC Government in respect of the signature bonus obligations
under the Block 1 Production Sharing Agreement;

DIG, Encha, Columbia and Moosa who, collectively, own 100 per cent
of the entire issued share capital of SacOil (Proprietary) Limited;

the agreement between SacOil (Proprietary) Limited and DIG dated
17 March 2008 in terms of which DIG agreed to assign to SacOil
(Proprietary) Limited its rights under the Block 1 Production Sharing
Agreement subject to specified conditions precedent;

the agreement between SacOil and the Initial SacOil (Proprietary)
Limited Vendors, dated 17 March 2008, in terms of which
SacOil agreed to acquire the entire issued share capital and
shareholder loan accounts of SacOil (Proprietary) Limited from
the Initial SacQOil (Proprietary) Limited Vendors subject to specified
conditions precedent;

the agreement concluded between SacOil (Proprietary) Limited
and SacOil on 17 March 2008 whereby SacOil advanced an amount
of US$2 000 000 (with a Rand value of R16 160 000 assuming an
exchange rate of R8.08 = US$1) to SacOil (Proprietary) Limited
payable directly to the DRC Government in respect of signature
bonus obligations under the Block 3 Production Sharing Agreement;

the original transaction as detailed in the circular to SacOil
Shareholders dated 24 October 2008, regarding the proposed
acquisition by the Company of the entire issued share capital and
shareholder loan accounts of SacOil (Proprietary) Limited from the
Initial SacOil (Proprietary) Limited Vendors;

Investec Bank Limited (Registration number 1969/004763/06),
a public company incorporated in accordance with the laws of South
Africa and listed on the JSE, represented by its division Investec
Private Bank;

the written undertaking from Metropolitan Asset Managers to subscribe
for 46 000 000 Ordinary Shares in terms of the Specific Offer;
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“Joint Operating Agreement”

“JSE”

“Last Practicable Date”

“Listings Requirements”

“Lonsa”

“Lonsa Corporate Finance
Advisory Mandates”

“Metropolitan Asset Managers”

“Mitsubishi”

“the Mitsubishi Farmout Agreement”

“Moosa”

“Ordinary Shares”

“Own Name Registration”

“Participants”

“Participating Interest”
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the joint operating agreement entered into by Candax and SMIP dated
24 October 2005 in relation to the Chaal Prospecting Permit;

JSE Limited (Registration number 2005/022939/06), a company
duly registered and incorporated with limited liability under the
company laws of South Africa and licensed as an exchange
under the Securities Services Act, 2004, as amended,;

25 August 2010, being the last practicable date prior to the finalisation
of this Circular;

the Listings Requirements of the JSE, as amended;

Lonsa (Proprietary) Limited (Registration number 2004/000228/07),
a private company incorporated in accordance with the laws of
South Africa, controlled by Netgame Investments (Proprietary)
Limited, a company that is controlled by Robin Vela, and whose
business is the provision of investment and corporate finance advisory
services. Robin Vela, the Chief Executive Officer of SacOlil, is also
a director of Lonsa;

the corporate finance advisory mandates dated 22 February 2008
and 17 May 2010 in terms of which Lonsa acts as corporate finance
advisor to SacOil in respect of the Initial SacOil Transaction and its
subsequent Restructure, the Farmout Interest Acquisition and equity
capital raising for SacOil;

Metropolitan Asset Managers Limited (Registration number
1943/016651/06), a wholly-owned subsidiary of Metropolitan Holdings
Limited (Registration number 2000/031756/06), an empowerment
holding company listed on the JSE and a major shareholder of SacOil,
as set out in paragraph 9.3 of this Circular;

MCX North Africa Company Limited (Registration number
0199 01 096894), a wholly-owned subsidiary of the Mitsubishi
Corporation (Registration number 0100-01-00877), a corporation
incorporated in accordance with the laws of Japan;

the agreement dated 30 November 2005 in which Candax transferred
an undivided 25 per cent of its Participating Interest to Mitsubishi;

Kulsum Moosa Family Trust, a trust duly constituted in accordance with
the laws of South Africa with Master’s reference number 1T3317/98,
the trustees of which are Akhter Hoosen Moosa, Kulsum Moosa,
Zunaid Tayob and Abdur Rahman Moosa, the capital beneficiaries
of which shall be selected by the trustees in their discretion from the
ranks of Akhter Hoosen Moosa, Kulsum Moosa, and their children,
and all legal descendants of the latter beneficiaries and the income
beneficiaries of which will include all the capital beneficiaries, and
at the trustees’ discretion any institution that is exempted from tax
in terms of any provision of the Income Tax Act;

Ordinary Shares with no par value in the stated capital of SacOil;

the holding by Shareholders of Dematerialised Ordinary Shares with
a CSDP in the name of the Shareholder;

collectively, Falcan, SMIP and Mitsubishi that have
Participating Interests;

the undivided interest, expressed as a percentage, owned at any
particular time in and to the total rights and obligations, privileges,
and liabilities of the “Contractor” or “Entrepreneur” in and under the
Exploration Permit and Principal Agreements;



“Person”

“Pioneer Coal”

“Principal Agreements”

“Presidential Ordinances”
“President of the DRC”
“Prime Minister of the DRC”

“Protocole d’Accord”

“Rand” or “ZAR” or “cents”

“Restructure”

“Revised Listing Particulars”

“Ryder Scott”

“RSA’ or “South Africa”

“SacOil” or “the Company”

“SacOil (Proprietary) Limited”

“SacOil (Proprietary) Limited Vendors”

“SacQil Transaction”

includes an individual, a body corporate, a company or any other
legal entity, a general or limited partnership, a governmental
authority or an association or any other unincorporated entity, as the
context requires;

Pioneer Coal (Proprietary) Limited (Registration number
2008/002294/07), a private company incorporated in accordance with
the laws of South Africa and a subsidiary of SacQil, the shareholders
of which are SacOil (98.4 per cent) and C de Beer, the Financial
Director of SacOil (1.6 per cent);

collectively, the Protocole d’Accord, the Convention Agreement, the
Chaal Gas Exploration Permit Area Product Sharing Agreement,
the Joint Operating Agreement and the Exploration Permit;

Ordinances issued by the President of the DRC;
the Honourable President Joseph Kabila, President of the DRC;
the Honourable Adolphe Muzito, the Prime Minister of the DRC;

the agreement entered into by the Granting Authority, ETAR
Candax and SMIB, wherein ETAP as holder, and Candax and SMIP
as contractor, were granted a prospecting permit covering the Chaal
Gas Exploration Permit Area;

the official currency of South Africa;

the restructure of SacOil's proposed investment in the Block 3 Rights
and the Block 1 Rights, the details of which are set out in paragraph 2
of this Circular and which is a related party transaction as defined
in the Listings Requirements;

the revised listing particulars and all appendices to it included
in this Circular;

Ryder Scott Company-Canada (Permit number P6092), a private
company incorporated in accordance with the laws of Canada;

the Republic of South Africa;

SacOil Holdings Limited (Registration number 1993/000460/06),
a public company incorporated in accordance with the laws of
South Africa and listed on the JSE;

South  Africa Congo Oil Company (Proprietary) Limited
(Registration number 2007/024617/07), a private company
incorporated in accordance with the laws of South Africa and owned
by the Initial SacOil (Proprietary) Limited Vendors;

Encha, Columbia and Moosa who, collectively, own 50 per cent
of the entire issued share capital of SacOil (Proprietary) Limited.
The remaining 50 per cent of the issued share capital of SacOQil
(Proprietary) Limited is owned by DIG;

the proposed acquisition whereby SacOil will acquire from the
SacOil (Proprietary) Limited Vendors 50 per cent of the entire issued
share capital of, and all claims of the SacOil (Proprietary) Limited
Vendors against, SacOil (Proprietary) Limited, subject to certain
conditions precedent;
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“SacOil Transaction Agreements”

“SacOQil Transaction
Consideration Shares”

“SacOil Transaction Parties”

“SADC”

“Sale of Shares Agreement”

“Samroc Share Option Scheme”

“Second DIG Cession and
Pledge in Security”

“Second SacOil — SacOil
(Proprietary) Limited
Loan Agreement”

“SENS”

“Shareholders” or
“SacOil Shareholders”

“Shareholder Undertaking”

“Signature Date”

“SMIP”

“Specific Issues”
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collectively the Sale of Shares Agreement, the Shareholder
Undertaking, the Amended and Restated DIG Loan Agreement,
the Second DIG Cession and Pledge in Security, the Second
SacOil — SacOil (Proprietary) Limited Loan Agreement, the Block 1
Agreement of Assignment, the Cession Agreement and the
Cancellation Agreement;

209 456 000 Ordinary Shares to be issued to the SacOil (Proprietary)
Limited Vendors at an issue price of 210 cents per share, in terms of
the Sale of Shares Agreement;

collectively, SacOil and the SacOQil (Proprietary) Limited Vendors;

the Southern African Development Community, being an international
organisation with legal personality, consisting of a 15-state regional
bloc, with South Africa, Botswana, Angola, Lesotho, Swaziland,
Madagascar, Mauritius, Mozambique, Namibia, Zambia, the DRC,
Malawi, Tanzania, Seychelles and Zimbabwe as member states;

the agreement concluded between SacOil, SacOil (Proprietary)
Limited, Encha, Columbia and Moosa on 22 July 2010, in terms
of which SacOil will acquire from the SacOil (Proprietary) Limited
Vendors 50 per cent of the entire issued share capital of, and all
claims of the SacOil (Proprietary) Limited Vendors against, SacOil
(Proprietary) Limited, subject to certain conditions precedent;

the SA Mineral Resources Corporation Share Option Scheme dated
24 October 2008;

the agreement between SacOil and DIG entered into on 22 July 2010
whereby DIG agreed to cede and pledge to SacOil 10 per cent
of its shares in, and its shareholder loans against, SacOil (Proprietary)
Limited as security for the repayment obligations of DIG under the
Amended and Restated DIG Loan Agreement;

the agreement entered into between SacOil and SacOil (Proprietary)
Limited on 22 July 2010 whereby SacOil advances to SacOil
(Proprietary) Limited an amount of US$1 000 000 (with a Rand
equivalent of R8 080 000 assuming an exchange rate of R8.08 to US$1)
for the purpose of partially funding the payment by SacOil (Proprietary)
Limited to the DRC Government of the Block 3 Payment;

the Securities Exchange News Service of the JSE;

the holders of Ordinary Shares;

the agreement concluded between SacOil and DIG on 22 July
2010 in terms of which SacOil and DIG furnish to each other
certain undertakings in their capacity as shareholders of SacOil
(Proprietary) Limited,;

means the date of signature of the Farmout Agreement, being
10 May 2010;

Societe de Maintenance D’Installations Petrolieres (Registration
number B 4731995), a private company incorporated in accordance
with the laws of Tunisia;

collectively, the Specific Issue to GVM and the Specific Issue
to Metropolitan Asset Managers;



“Specific Issue to GVM”

“Specific Issue to Metropolitan

Asset Managers”

“Sponsor” or “BDO”

“Strate”

“Transactions”

“Transfer Secretaries” or
“Link Market Services”

“Tunisia”
“Tunisian State”
“Us$”

“VAT”

“VWAP”

“Work Programme”

the ratification of the specific issue of 8 343 216 Ordinary Shares
for cash to GVM at an issue price of 30 cents per Ordinary Share,
and an aggregate issue price of R2 502 964;

the proposed specific issue of 46 000 000 Ordinary Shares for cash
to Metropolitan Asset Managers at an issue price of 50 cents per
Ordinary Share, and an aggregate issue price of R23 000 000;

BDO Corporate Finance (a division of BDO South Africa Advisory
Services (Proprietary) Limited) (Registration number 2006/006127/07),
a private company incorporated accordance with the laws of
South Africa;

Strate Limited (Registration number 1998/022242/06), a public
company incorporated in South Africa which is responsible for
the electronic clearing and settlement system used by the JSE
to settle trades;

collectively, the Restructure, the Farmout Interest Acquisition, the
Specific Issues, the approval of the Lonsa Corporate Finance Advisory
Mandates and the approval of the Amended Share Option Scheme;

Link Market Services South Africa (Proprietary) Limited (Registration
number 2000/007239/07), a private company incorporated in
accordance with the laws of South Africa;

the Republic of Tunisia,

the State of Tunisia;

United States Dollar, the official currency of the United States;
Valued-add Tax

volume weighted average price of Ordinary Shares; and

the re-entry or the drilling of a sidetrack to the Chaal 1 Well to a target
depth of 4 500 metres true vertical depth and, depending on the
results of the re-entry/drilling, a stimulation and testing programme,
and where applicable, the suspension or abandonment of the same.

17



SACOIL HOLDINGS LIMITED

(Formerly: SA Mineral Resources Corporation Limited)
(Incorporated in the Republic of South Africa)
(Registration number 1993/000460/06)

Share code: SCL ISIN: ZAE000127460
(“SacOil” or “the Company”)

Directors:

Richard Linnell* (Chairman), Colin Bird* (British), Carina de Beer (Financial Director), Gontse Moseneke*
and Robin Vela (British) (Chief Executive Officer)

* Non-executive

CIRCULAR TO SHAREHOLDERS
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INTRODUCTION AND PURPOSE OF THIS CIRCULAR

SacOil Shareholders were advised in announcements, the last of which was dated 3 September 2010,
of the following:

the restructuring of SacOil's proposed investment in the Block 3 Rights and the Block 1 Rights
including the proposed acquisition by SacOil from the SacOil (Proprietary) Limited Vendors of
50 per cent of the entire issued share capital of, and all claims of the SacQil (Proprietary) Limited
Vendors against, SacOil (Proprietary) Limited, subject to the conditions precedent set out in
paragraph 2.9 below;

the acquisition of a 55 per cent Participating Interest in the Chaal Gas Exploration Permit Area, subject
to the conditions precedent set out in paragraph 3.8 below; and

the proposed issue by SacOil of 46 000 000 Ordinary Shares to Metropolitan Asset Managers for cash
at an issue price of 50 cents per Ordinary Share;

the ratification of the issue by SacOil of 8 343 216 Ordinary Shares to GVM for cash at an issue price
of 30 cents per Ordinary Share; and

the entering into by SacOil of the Lonsa Corporate Finance Advisory Mandates

The purpose of this Circular is to provide SacOil Shareholders, in compliance with the Listings
Requirements, with relevant information regarding:

the Restructure which includes the SacOil Transaction and which constitutes a related party transaction
as defined in the Listings Requirements;

the Farmout Interest Acquisition. The Restructure and the Farmout Interest Acquisition will collectively
be categorised as a reverse takeover in terms of the Listings Requirements and accordingly requires
a Category 1 circular and Revised Listing Particulars as if SacOil were a new applicant for listing.
The SacOil Revised Listing Particulars are enclosed with this Circular;

the Specific Issues, both of which are to related parties;
the Lonsa Corporate Finance Mandates which are related party transactions;
amendments to the SacQOil Share Option Scheme; and

the convening of a General Meeting of Shareholders in order for them to consider and, if deemed fit,
approve the requisite resolutions to effect the Transactions set out in the notice of General Meeting
attached to, and forming part, of this Circular.



2. THE RESTRUCTURE

For the purposes of this section:

e R8.08 to US$1 is the exchange rate on 24 October 2008 being the date that the circular regarding the
Initial SacOil Transaction was posted to Shareholders; and

e R7.62 to US$1 is the exchange rate on 22 July 2010 being the date of signature of the SacOil
Transaction Agreements.

2.1

2.2

Background to the Restructure

On 24 October 2008, SacOil posted a circular to Shareholders regarding the Initial SacOil
Transaction in terms of which the Company proposed to acquire the entire issued share capital
and shareholder loans of SacOil (Proprietary) Limited from the Initial SacQOil (Proprietary) Limited
Vendors. The Initial SacOil Transaction was encapsulated in the Initial SacOil Agreement.

SacOil (Proprietary) Limited is a party to the Block 3 Production Sharing Agreement and DIG
is a party to the Block 1 Production Sharing Agreement. As a component of the Initial SacOil
Transaction, it was contemplated that DIG would assign to SacOil (Proprietary) Limited its rights
and obligations under the Block 1 Production Sharing Agreement in terms of the Initial Agreement
of Assignment.

The Initial SacOil Transaction was conditional upon, inter alia, the issuance of Presidential
Ordinances approving the Block 1 Production Sharing Agreement and/or the Block 3 Production
Sharing Agreement by 31 May 2010.

The Initial SacOil Transaction was approved by Shareholders in general meeting on
21 November 2008.

The Initial SacOil Agreement and the Initial Agreement of Assignment lapsed on 31 May 2010 due
to the fact that the conditions precedent thereto were not timeously fulfilled.

On 18 June 2010 the President and Prime Minister of the DRC signed Presidential Ordinance
10/042 approving the Block 3 Production Sharing Agreement. The Presidential Ordinance was
gazetted in the Journal Officiel de la République Deémocratique du Congo on 22 June 2010.

On 18 June 2010 the President and the Prime Minister of the DRC further signed Presidential
Ordinance 10/043 ordering the Amendment. Presidential Ordinance 10/043 was gazetted in the
Journal Officiel de la République Démocratique du Congo on 22 June 2010.

The signature and publication of Presidential Ordinance 10/042 perfected the rights of SacOil
(Proprietary) Limited under the Block 3 Production Sharing Agreement subject to compliance with
the provisions of the Amendment.

SacOil (Proprietary) Limited signed the Amendment on 13 July 2010. The Amendment varies
certain commercial terms of the Block 3 Production Sharing Agreement and, inter alia, requires
SacOil (Proprietary) Limited to effect the Block 3 Payment to the DRC Government on execution
of the Amendment.

On 22 July 2010 the parties to the Initial SacOil Transaction entered into various agreements
restructuring the original loan and security arrangements pertaining to the initial SacOil Transaction
to take account of the Restructure as detailed in paragraphs 2.7 and 2.8 of the Circular.
These agreements included the Cancellation Agreement in terms of which, inter alia, the security
arrangements pertaining to the Initial SacOil Transaction have been cancelled.

Rationale and prospects of the Restructure

During the period of time between the signature of the Initial SacOil Agreement and the
Initial Agreement of Assignment on 17 March 2008 and the lapsing of the same agreements
on 31 May 2010, significant oil exploration work was carried out by titleholders to adjacent oil
concession blocks in the Lake Albertine area, albeit on the Uganda side of the lake. The work
done and discoveries made, together with the publicly disclosed offer by Italian Oil and Gas
major, ENI International B.V., a Netherlands-based subsidiary of ENI S.p.A., the Italian-based
Oil and Gas for Heritage plc’'s 50 per cent interest in Blocks 1 and 3A, Albertine Graben,
Uganda for US$1.5 billion (subsequently being pre-empted and completed by Tullow OIl
plc during July 2010) made it difficult for the Company to retain the Initial SacOil Transaction.
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The discoveries, to some extent, also provided further confidence in the existence of a petroleum
system in the Lake Albertine region, and in the case of the Block 3 Rights, increased the Block
3 Rights Independent Technical Expert's Report valuation (on a cost approach basis) from
US$122 490 000 (with a Rand equivalent of R989 719 000, assuming an exchange rate of R8.08
to US$1) at the time of the circular issued on 24 October 2008 to a Block 3 Rights Independent
Technical Expert’s Report valuation (on a cost approach basis) of US$155 190 000 (with a Rand
equivalent of R1.18 billion assuming an exchange rate of R7.62 to US$1).

A diagrammatic representation of the Initial SacOil Transaction is set out below:

Initial SacOil Transaction structure
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The lapsing of time made it difficult for the Company to retain the structure of the Initial SacOil
Transaction with the Initial SacOil (Proprietary) Limited Vendors whose valuation parameters had
changed significantly. The Company therefore decided to seek to acquire the interests of the
SacOil (Proprietary) Limited Vendors and restructure the transaction in a manner which remained
value accretive to the SacQOil Shareholders.

The Restructure is intended to continue to pursue SacOil's strategy of being a pan-African
controlled and managed, oil and gas focused company with world class exploration and, in time,
oil and gas producing assets in Africa.

There is intense international interest in African oil and gas resources, particularly given the
increase in the oil price in the recent past, and the perception that many of the world’s major
oil fields outside Africa have “topped out” and will now face an extended decline in production.
The Albertine Graben area, where the Block 3 Rights is located, straddles Lake Albert, which
is situated on the border between the DRC and Uganda. This area has received significant press
coverage in the past 12 months with a number of wells having been drilled in the Ugandan blocks
by their operators yielding payable resources of oil in many instances.

The Albertine Graben area also received significant international press coverage recently, with the
agreed sale of Heritage Oil plc’s 50 per centinterestin Blocks 1 and 3A, Albertine Graben, Uganda
for US$1.5 billion (with a Rand equivalent of R11.4 billion, assuming an exchange rate of R7.62 to
US$1) to ENI International B.V., a Netherlands-based subsidiary of ENI S.p.A., the Italian based
Oil and Gas major, being pre-empted by Tullow Oil plc. Tullow Oil plc subsequently completed the
acquisition on 27 July 2010. It is publicly reported that Blocks 1 and 3A, which are located in the
Lake Albert basin, have resources of more than 1,000 million barrels of oil equivalent, of which
approximately 700 million have already been discovered from about 28 wells drilled in the area.

The Block 3 Rights Independent Technical Expert's Report is contained in Annexure 11 of the
Circular and reflects a value, based on the cost approach basis, of the prospective resourcefor
Block 3 (net to SacOil (Proprietary) Limited of US$155 190 000 (with a Rand equivalent
of R1.18 billion assuming an exchange rate of R7.62 to US$1). This amount equates to a notional
value per SacOil Ordinary Share post the implementation of the Restructure of between 100 and
105 cents per Ordinary Share assuming a 50 per cent interest in SacOil (Proprietary) Limited.
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A diagrammatic representation of the Restructure is set out below:

The Restructure transaction structure
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Description of the Block 3 Rights

The Block 3 Rights are located in the Albertine Graben area of the DRC, which is part of the
Rift Valley and is situated in the area of Lake Albert, which is on the boundary between the DRC
and Uganda. The Albertine Graben area is a proven petroleum region. Bituminous shales are
known to be present in the Albertine Graben area and are known to be mature, as evidenced
by numerous oil seeps and recent positive drill results in adjacent oil concessions.

Notwithstanding the existence of positive evidence in the region, Shareholders are
advised that oil exploration prospects of this nature are highly risky and will remain so
until the resources are satisfactorily proven. Should they be successfully proven, however,
the accretion of value becomes exponential.

As detailed in paragraph 2.1 above, the signature and publication of Presidential Ordinance
10/042 perfected the rights of SacOil (Proprietary) Limited under the Block 3 Production Sharing
Agreement subject to compliance with the provisions of the Amendment.

The Block 3 Rights are an exploration licence. In terms of the Block 3 Production Sharing Agreement,
the operators, being SacOQOil (Proprietary) Limited and Cohydro, are to carry out a minimum
work programme which includes geological and geochemical field studies, acquisition of 400
kilometres of 2D or 400 square kilometres of 3D seismic data and drilling of two exploration wells
during the exploration period of five years. In terms of the Block 3 Production Sharing Agreement,
the Block 3 Rights have been awarded to the operators for an indefinite period.

A full description of the Block 3 Rights incorporating a valuation thereof is set out in Annexure 11
of this Circular.
Assignment of the Block 1 Interest to SacOil

In terms of the Initial SacOil Transaction, it was contemplated that DIG would assign to SacOil
(Proprietary) Limited its rights and obligations under the Block 1 Production Sharing Agreement
in terms of the Initial Agreement of Assignment.

The Initial SacOil Transaction was conditional upon, inter alia, the issuance of Presidential
Ordinances approving the Block 1 Production Sharing Agreement and/or the Block 3 Production
Sharing Agreement by 31 May 2010.

The Initial SacOil Agreement and the Initial Agreement of Assignment lapsed on 31 May 2010 due
to the fact that the conditions precedent thereto were not timeously fulfilled.
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On 18 June 2010 the President and the Prime Minister of the DRC signed Presidential Ordinance
10/041 approving an alternative production sharing agreement in respect of Block 1 concluded
with third parties. Despite the signing of this Presidential Ordinance, DIG’s Block 1 Production
Sharing Agreement has not been cancelled.

On 22 July 2010 SacOil and DIG concluded the Block 1 Agreement of Assignment pursuant
to which DIG shall assign to SacOil 35 per cent of its interest under the Block 1 Production Sharing
Agreement and 35 per cent of all current and future claims of any nature whatsoever that DIG has,
or may have in the future, against the DRC Government in relation to the Block 1 Production Sharing
Agreement (including a refund of signature bonuses paid in relation to the Block 1 Production
Sharing Agreement) as a consequence of an alternative production sharing agreement in respect
of Block 1 being concluded between the DRC Government and third parties.

The effective consideration for the assignment of the Block 1 Interest is set out in
paragraph 2.6 below.

The SacOil Transaction

On 22 July 2010 SacOil entered into the Sale of Shares Agreement in terms of which SacOill
will acquire from the SacOil (Proprietary) Limited Vendors 50 per cent of the entire issued share
capital of, and all claims of the SacOil (Proprietary) Limited Vendors against, SacOil (Proprietary)
Limited on the Effective Date, subject to the fulfilment or waiver of the conditions precedent set
out in paragraph 2.9 below, for a consideration of R439 857 600 to be settled through the issue
of 209 456 000 Ordinary Shares at an issue price of 210 cents per Ordinary Share.

Pursuant to the implementation of the SacQil Transaction, the remaining 50 per cent interest
in SacOil (Proprietary) Limited will be held by DIG, one of the Initial SacOil (Proprietary) Limited
Vendors. SacOil and DIG intend to conclude a Shareholders’ Agreement regulating their relationship
as shareholders of SacOil (Proprietary) Limited. In terms of the Shareholders’ Agreement, SacOil
will control the management and decisions of SacOil (Proprietary) Limited. Pending execution
of the Shareholders’ Agreement, SacOil and DIG concluded the Shareholder Undertaking on
22 July 2010 addressing certain elements of the shareholder relationship, including the repayment
of shareholder loans.

On 22 July 2010 SacOil and DIG respectively concluded loan agreements with SacOil (Proprietary)
Limited in terms of which SacOil and DIG will advance monies to SacOil (Proprietary) Limited
to fund the payment of the Block 3 Payment in order to allow SacOil (Proprietary) Limited
to comply with the provisions of the Amendment and secure the Block 3 Rights. Details of these
loans are provided in paragraph 2.8 below.

2.5.1 Historical financial information of SacOil (Proprietary) Limited

The historical financial information relating to SacOil (Proprietary) Limited for the
three years ended 28 February 2010, is set out in Annexure 4 of the Circular.

The report of the independent reporting accountants on the historical financial information
of SacOil (Proprietary) Limited for the three years ended 28 February 2010, is set out
in Annexure 5 of the Circular.

2.5.2 Split of the SacOil Transaction Consideration Shares to the SacOil (Proprietary)
Limited Vendors

Details of the SacOil (Proprietary) Limited Vendors are as follows:

Share of SacOQil
(Proprietary) Limited

Name Address Consideration Shares  Rand value
Encha 119 Rosen Office Park
37 Invicta Road, Midrand, 1685 201 884 800 423 958 080

Columbia 1334 Lords Street
Highgate Extension, Dainfern

Fourways, 2191 4 867 200 10 221 120
Moosa 89 Maxwell Road, Claudius, 0037 2 704 000 5678 400
Total 209 456 000 439 857 600
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2.5.3 Warranties

The SacOil (Proprietary) Limited Vendors have given warranties normal for a transaction
of this nature, including warranties that SacOil (Proprietary) Limited has exclusive, binding,
valid and enforceable legal title to the Block 3 Rights and that, other than as expressly
stipulated in the relevant Block 3 Production Sharing Agreement and the Amendment,
no other authorisations or approvals are required to enable SacOil (Proprietary)
Limited to conduct exploration and in due course exploitation activities in respect of the
Block 3 Rights.

The SacOil (Proprietary) Limited Vendors have warranted that the book debts of SacOil
(Proprietary) Limited as at the Effective Date will have arisen in the ordinary course of
business and will be fully recoverable within a period of 90 days after the Effective Date.

2.5.4 General representations

The Sale of Shares Agreement does not preclude the SacOil (Proprietary) Limited Vendors
from carrying on business in competition with the Group.

No restraint of trade agreements have been concluded between SacOil and the SacOil
(Proprietary) Limited Vendors.

Any taxation payable by SacOil (Proprietary) Limited up to the Effective Date will be settled
and paid prior to the Effective Date.

The value of the SacOil Transaction Consideration Shares were determined with reference
to the updated Block 3 Rights Independent Technical Expert's Report value on a cost
basis, of US$155 190 000 (with a Rand value of R1,18 billion assuming an exchange rate
of R7.62 to US$1) and applying a discount on this value to take into consideration the risks
attached to an asset of this nature. Notwithstanding the existence of positive evidence
in the region, oil exploration prospects of this nature are highly risky and will remain
so until the resources are satisfactorily proven. Should they be successfully proven,
however, the accretion of value become exponential.

The assets acquired by SacOil in terms of the SacQOil (Proprietary) Limited Transaction
have not been ceded or pledged.

The aggregate Restructure consideration

The total consideration resulting from the Restructure is R446 413 419 payable as follows:

to the SacOil (Proprietary) Limited Vendors an amount of R439 857 600 million to be settled
through the issue of 209 456 000 Ordinary Shares at an issue price of 210 cents per Ordinary
Share in terms of the Sale of Shares Agreement; and

to DIG in respect of the assignment to SacOil of the Block 1 Interest an effective consideration
totalling US$811 364 (with a Rand equivalent of R6 182 594, assuming an exchange rate
of R7.62 to US$1) being an assignment fee of US$1 (with a Rand equivalent of R7.62, assuming
an exchange rate of R7.62 to US$1) and an additional amount of US$811 363 (with a Rand
equivalent of R6 182 586, assuming an exchange rate of R7.62 to US$1). The additional amountis
calculated as the net amount of the cession by SacOil to DIG of SacQil's right to receive
payment from SacOil (Proprietary) Limited of the Rand equivalent of US$1 000 000 (with a
Rand equivalent of R7 620 000, assuming an exchange rate of R7.62 to US$1) under the
Cession Agreement and an agreed interest payment of US$188 637 (with a Rand equivalent of
R1 437 414, assuming an exchange rate of R7.62 to US$1) due and payable by DIG to SacOil
on monies previously loaned and advanced by SacOil to DIG as reflected in the Amended and
Restated DIG Loan Agreement.

Loans granted to DIG

In terms of the Initial DIG Loan Agreement SacOil advanced to DIG an amount of US$1 448 864
(with a Rand value of R11 706 821 assuming an exchange rate of R8.08 to US$1), payable directly
to the DRC Government in respect of signature bonus obligations under the Block 1 Production
Sharing Agreement.
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As a result of the Restructure where DIG will retain its interest in SacQOil (Proprietary) Limited,
DIG is indebted to SacOil for an amount of US$1 000 000 (with a Rand value of R7 619 000
assuming an exchange rate of R7.62 to US$1) in respect of the initial signature bonus obligations
under the Block 3 Production Sharing Agreement.

In terms of the Block 1 Agreement of Assignment, DIG shall assign to SacOil the Block 1
Interest in exchange for an effective consideration totalling US$811 364 (with a Rand equivalent
of R6 182 594, assuming an exchange rate of R7.62 to US$1) being an assignment fee of
US$1 (with a Rand equivalent of R7.62, assuming an exchange rate of R7.62 to US$1) and an
additional amount of US$811 363 (with a Rand equivalent of R6 182 586, assuming an exchange
rate of R7.62 to US$1). The additional amount is calculated as the net amount of the cession
by SacOil to DIG of SacOil’s right to receive payment from SacOil (Proprietary) Limited of the Rand
equivalent of US$1 000 000 (with a Rand equivalent of R7 620 000, assuming an exchange rate
of R7.62 to US$1) under the Cession Agreement and an agreed interest payment of US$188 637
(with a Rand equivalent of R1 437 414, assuming an exchange rate of R7.62 to US$1) due and
payable by DIG to SacOil on monies previously loaned and advanced by SacOil to DIG as reflected
in the Amended and Restated DIG Loan Agreement.

DIG will under the Amended and Restated DIG Loan Agreement, repay in cash a total
of US$1 637 500 (with a Rand value of R13 143 227) to SacOQil being the loan advanced in terms
of the Initial DIG Loan Agreement of US$1 448 864 (with a Rand value of R11 706 821 assuming
an exchange rate of R8.08 to US$1) to SacOil and deemed interest thereon in an agreed amount
of US$188 637 (with a Rand equivalent of R1 437 414 assuming an exchange rate of R7.62 =US$1).

A reconciliation of the aggregate loan receivable by SacOil from DIG is set out below:

Exchange rate US$ amount Rand value
Initial loan amount in terms of the
Initial DIG Loan Agreement 8.08 1448 864 11 706 821
Amount owed by DIG in respect of
the Cession Agreement 7.62 1 000 000 7 619 000
Effective consideration payable by SacOil
in respect of the Block 1 Interest 7.62 (811 364) (6 182 594)
Total 1637 500 13 143 227

The repayment obligations of DIG under the Amended and Restated DIG Loan Agreement
are secured by a cession and pledge by DIG to SacOil of 10 per cent of its shares in, and its
shareholder claims against,SacQil (Proprietary) Limited in terms of the Second DIG Cession and
Pledge in Security.

Loans granted to SacOil (Proprietary) Limited

In terms of the Initial SacOil Loan Agreement SacOil advanced an amount of US$2 000 000 (with a
Rand value of R16 160 000 assuming an exchange rate of R8.08 to US$1) to SacOil (Proprietary)
Limitied, payable directly to the DRC Government in respect of signature bonus obligations in
terms of the Block 3 Production Sharing Agreement.

As a result of the Restructure, SacOil ceded to DIG its right to receive payment from from
SacOil (Proprietary) Limited of US$1 000 000 (with a Rand value of R7 619 000 assuming
an exchange rate of R7.62 to US$1) previously loaned and advanced to SacOil (Proprietary)
Limited. This cession is effective only after the receipt of the agreed repayment obligation of DIG
to SacOil as detailed in paragraph 2.7 above in the amount of US$1 637 500 (with a Rand value
of R13 143 227 as calculated and reflected in paragraph 2.7 of the Circular).

In terms of the Second SacOil — SacOil (Proprietary) Limited Loan Agreement SacOil will advance
a further loan of US$1 000 000 (with a Rand value of R7 619 000 assuming an exchange rate
of R7.62 to US$1) to SacOil (Proprietary) Limited, payable directly to the DRC Government
to partially fund the payment of the Block 3 Payment.

In terms of the DIG — SacOil (Proprietary) Limited Loan Agreement, DIG will advance a loan of
US$1 000 000 (with a Rand value of R7 619 000 assuming an exchange rate of R7.62 to US$1)
to SacOil (Proprietary) Limited, payable directly to the DRC Government to partially fund the
payment of the Block 3 Payment.
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A reconciliation of the loan receivable by SacOil from SacOil (Proprietary) Limited is set out below:

Exchange rate US$ amount  Rand value
Initial loan amount in terms of the
Initial SacOil Loan Agreement 8.08 2 000 000 16 160 160
Amount ceded to DIG 7.62 (1000 000) (7619 000)
Further loan to partially fund payment of
the Block 3 payment in terms of the
DIG - SacOQil (Proprietary) Limited
Loan Agreement 7.62 1 000 000 7 619 000
Total 2 000 000 16 160 000

The net effect would be that both SacOil and DIG would have shareholder loans in SacOil
(Proprietary) Limited owed to respectively SacOil and DIG in the amount of US$2 000 000 each.
Pursuant to the implementation of the Cancellation Agreement the loans to SacOil (Proprietary)
Limited will be unsecured.

Conditions precedent to the Restructure
The Restructure is subject to the fulfilment or waiver of the following conditions precedent,
by no later than 30 September 2010:

e the SacOil Transaction Agreements shall have been duly executed by the Parties thereto,
and shall have been unconditional in accordance with their terms; and

« approval of the Restructure by SacOil Shareholders in General Meeting.

Related party transaction

As at the Last Practicable Date Encha Capital controls, directly and indirectly, 55.23 per cent of
the issued Ordinary Shares in SacOil. Accordingly, the Restructure will qualify as a related party
transaction in terms of section 10 of the Listings Requirements.

The Restructure will require approval by a 75 per cent majority of the votes cast in favour of such
resolution by all Shareholders present or represented by proxy at the General Meeting, excluding
Encha and its associates.

In addition, a fairness opinion is required in respect of the Restructure. The text of the fairness
opinion is set out in Annexure 8 of the Circular.

The Board sought a fairness opinion which is included in Annexure 8 of the Circular, which opined
that the Restructure is fair to Shareholders.

3. THE FARMOUT INTEREST ACQUISITION

For the purposes of this section:

e R7.50 to US$1 is the exchange rate on 10 May 2010 being the date of signature of the Farmout
Acquisition Agreement.

3.1

Background to the Farmout Interest Acquisition

In April 2005, the Protocole d’Accord Agreement was concluded which granted the Chaal
Prospecting Permit Parties the Chaal Prospecting Permit covering the Chaal Gas Exploration
Permit Area.

The Chaal Prospecting Permit was approved by an Arrété on 7 June 2005 and published in the
Official Gazette of Tunisia No 27 of 14 June 2005.

During October 2005 Candax and SMIP entered into the Joint Operating Agreement in relation
to the Chaal Prospecting Permit and in January 2006, the Chaal Prospecting Permit Parties
concluded the Convention Agreement.

In November 2005 Candax transferred an undivided 25 per cent interest of its 80 per cent
Participating Interest to Mitsubishi as part of the Mitsubishi Farmout Agreement. Candax also
entered into the Accord de Transfert Relatif au Permis de Recherche Chaal on 16 February 2006
which transferred an undivided 100 per cent interest of its remaining Participating Interest
to Falcan.
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The Chaal Prospecting Permit was converted to an Exploration Permit by an Arrété issued
on 15 May 2006 and published in the Official Gazette of Tunisia No 42 of 26 May 2006 in
accordance with the terms of the Convention Agreement.

On 26 January 2006 ETAPR, Candax and SMIP executed the Chaal Gas Exploration Permit Area
Production Sharing Agreement which governs any production obtained from the Chaal Gas
Exploration Permit Area under the terms of the Exploration Permit.

Subsequent to the Accord de Transfert Relatif au Permis de Recherche Chaal numéro deux
and prior to the implementation of the Farmout Interest Acquisition contemplated in the Farmout
Agreement, the Participants and their respective Participating Interests were:

Falcan 60 per cent;

SMIP 20 per cent; and

Mitsubishi 20 per cent.

Subiject to fulfilment of the conditions precedent set out in paragraph 3.9 below, Falcan and SMIP
will under the Farmout Agreement, respectively, execute the Deed of Assignment in terms of which
they will assign to SacOil an undivided 41.25 per cent and 13.75 per cent Participating Interest

in the Exploration Permit and other Principal Agreements relating to the Chaal Gas Exploration
Permit Area.

The Participants and their Participating Interests post the implementation of the Farmout Interest
Acquisition will be:

SacOil 55.00 per cent;
Falcan 18.75 per cent;
SMIP 6.25 per cent; and
Mitsubishi 20.00 per cent.

The Fulfilment Date will be the date on which the conditions precedent are fulfilled or waived,
where waiver is allowed by the Farmout Agreement. The final date for fulfilment of the conditions
precedent is 31 January 2011 or such later date as may be agreed in writing by the Farmout
Interest Acquisition Parties.

Rationale for the Farmout Interest Acquisition

The Board believes that the Chaal Gas Exploration Permit Area has the potential to be a world-
class resource of gas/condensate. Tunisia has historically been a stable country. Tunisia also
imports gas from Algeria in order to adequately provide for its growing gas requirements.
The infrastructure within Tunisia is outstanding and there is a major gas trunk line (with excess
capacity) that passes some 15 kilometres to the east of the present exploration well.

SacOil was able to enter as a Participant on favourable terms in light of the Farmout Interest
Vendors’ need for funding. The Farmout Agreement is a farm-in position, in terms of which SacOQil
agrees to refund Falcan and SMIP, a portion of their past costs and to provide an advance to cover
the estimated costs of the planned future Work Programme.

In exchange for this, Falcan and SMIP will assign part of their Participating Interests to provide
SacOil with a majority stake in the Chaal Gas Exploration Permit Area. Once the Chaal Gas
Exploration Permit Area is cash positive, SacOil will receive a preferential right to recover its part
of the expenses carried on behalf of Falcan and SMIP in terms of the Farmout Agreement.

The Chaal Gas Exploration Permit Area

The Chaal Gas Exploration Permit Area is potentially one of Tunisia’s most significant future gas
resources and is potentially a world class gas condensate discovery, located onshore central
Tunisia some 25 kilometres to the west of Tunisia’s second largest city, Sfax. Candax together with
its partners and the Tunisian Government are actively pursuing the deep gas resources at the
Chaal Gas Exploration Permit Area and in the Triassic reservoirs lying beneath the producing
fields in the south of the country.
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The Chaal Gas Exploration Permit Area covers approximately 1 200 square kilometres. Gas
condensate was discovered there in the early 1960s. In 2006 a further well, the Chaal 1 Well
was drilled and encountered significant gas shows. The Chaal Gas Exploration Permit Area is
within close proximity of established excess capacity gas pipeline infrastructure and gas markets
(both local and international) where excess demand exists.

The Exploration Permit is held by the Tunisian government through its state owned, ETAP, as the
“holder”of the Exploration Permit. Falcan, SMIP and Mitsubishi are the “Contractors” with interests
only in the Chaal Gas Exploration Production Sharing Agreement. The contractors have the right
to conduct exploration and production activities and share in the production derived from the
Exploration Permit but do not own an interest in the Exploration Permit itself.

As a result of the Farmout Interest Agreement, SacOil has the right to earn a 55 per cent
Participating Interest in the Chaal Gas Exploration Production Sharing Agreement covering the
Chaal Gas Exploration Permit Area from Falcan and SMIP.

Included in the conditions precedent to the Farmout Interest Agreement, which are set out
in paragraph 3.9 of the Circular, is a condition that Falcan shall furnish to SacOil the formal written
approval of the relevant Tunisian authorities for an extension of the term of the Exploration Permit
for a minimum period of one year to enable the Work Programme to be completed. The Directors
are confident that such extension will not be unreasonably withheld by such authorities.

Upon receipt of the extension of the term of the Exploration Permit, the Work Programme will take
approximately one year to complete. Once completed, approval for the Development Programme
will be applied for from the Granting Authorities and ETAPR. At this point, SacOil would be able
to record the gas resource as a reserve.

The Farmout Interest Acquisition consideration
3.4.1 Farmout Interest consideration

SacOil shall pay Falcan and SMIP within 7 (seven) days of the Fulfiment Date an
amount of US$250 000 (with a Rand value of R1 875 000) in proportion to the Farmout
Interest which they have respectively assigned to SacQOil under the Farmout Agreement.
The amount so paid represents a non refundable advance on the total US$5 000 000
(with a Rand value of R37 500 000) payable to Falcan and SMIP as consideration
(by way of a refund of past incurred recoverable back costs of Falcan and SMIP) for
SacOil's Farmout Interest.

The balance of US$4 750 000 (with a Rand value of R35 625 000) is payable to Falcan
and SMIP (in proportion to the Farmout Interest which they have respectively assigned
to SacOil under the Farmout Agreement) no later than 30 (thirty) days after the approval
of a Development Plan for the Chaal Gas Permit Area by the Granting Authority and ETAP,
Should the Development Plan not be approved by the Granting Authority and ETAPR, SacOil
would not be required to pay the aforementioned balance.

3.4.2 Work Programme carry

Falcan, the operator of the Chaal Gas Exploration Permit Area, has costed the Work
Programme at US$8 000 000 (with a Rand value of R60 000 000). It is envisaged that this
costing of the Work Programme would be sufficient to cover all cost up to the approval
of the development plan for the Chaal Gas Exploration Permit Area.

Having acquired a 55 per cent Participating Interest, SacOil would have an obligation
to contribute its proportionate share towards the Work Programme, amounting to
US$4 400 000 (with a Rand value of R33 000 000).

In addition, to its own Work Programme cost obligations detailed above, the Farmout
Agreement provided that SacOil would also be liable for Falcan and SMIP’s proportionate
share of the Work Programme cost (which Falcan and SMIP would ordinarily be liable
for in respect of the Participating Interests in the Chaal Gas Exploration Permit Area),
being an aggregate 25 per cent of the Work Programme cost, up to a maximum financial
amount of US$2 000 000 (with a Rand value of R15 000 000). Thereafter all parties shall
contribute to such costs and expenses pro rata to their Participating Interest.
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In respect of the Work Programme cost of US$8 000 000 (with a Rand value
of R60 000 000), SacOil would be obliged to fund a total of US$6 400 000 (with a Rand
value of R48 000 000) whereas Mitsubishi, the 20 per cent Participating Interest holder
in the Chaal Gas Exploration Permit Area, would fund the remaining US$1 600 000
(with a Rand value of R12 000 000).

3.4.3 Costrecovery
SacOil has agreed preferential back cost recovery terms at production. The ranking of the
recovery of back costs is as follows:
1. SacOil would recover the US$5 000 000 (with a Rand value of R37 500 000) paid
to Falcan and SMIP in advance of other Participating Interests in the Chaal Gas
Exploration Permit Area;
2. the other Participating Interests would then recover their audited recoverable back
costs capped at some US$23 000 000 (with a Rand value of R172 500 000);
3. SacOilwould then recover the further US$6 400 000 (with a Rand value of R48 000 000)
spent on the Work Programme; and
4. any further recoverable costs are recovered by the Participating Interests pro rata.
3.4.4 Aggregate consideration
The aggregate consideration payable by SacOil in terms of the Farmout Interest Acquisition
is US$11 400 000 (with a Rand value of R85 500 000).
A reconciliation of the aggregate consideration payable by SacOil in terms of the Farmout
Interest Acquisition is set out below:
Consideration Falcan SMIP
R USs$ R US$ R Uss
Non-refundable advance
on consideration in
respect of the Farmout
Interest Acquisition 1875 000 250 000 1406 250 187 500 468 750 62 500
Balance of Farm Out
consideration 35625000 4750000 26718750 3562500 8906250 1187500
Sub-total 37500000 5000000 28125000 3750000 9375000 1250000
Cost and liabilities up
to a maximum of
US$2 million 15000000 2000000 11250000 1500000 3750000 500 000
Sub-total 52500000 7000000 39375000 5250000 13125000 1 750000
SacOil's 55 per cent
share of the total
project of US$8 million 33 000 000 4 400 000
Total consideration 85500 000 11 400 000
Prospects
3.5.1 Prospects for SacOil
SacOil's main focus is Oil and Gas. The investment in the Exploration Permit pertaining
to the Chaal Gas Exploration Permit Area, Tunisia, will enable the Company to add to its
current financial and technical resources and will enhance Shareholder value.
3.5.2 Prospects for the Chaal Gas Exploration Permit Area

The Chaal Gas Exploration Permit Area is potentially one of Tunisia’s most significant
future gas resources and is potentially a world class gas condensate discovery, located
onshore central Tunisia some 25 kilometres to the west of Tunisia’s second largest city,
Sfax. Candax together with its partners and the Tunisian Government are actively pursuing
the deep gas resources at the Chaal Gas Exploration Permit Area and in the Triassic
reservoirs lying beneath the producing fields in the south of the country.
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3.7

Details of the Farmout Interest Vendors

The details of the Farmout Interest Vendors are as follows:

Cost of

Farmout interest

Share of Farmout acquisition
interest acquisition to the Farmout
consideration Interest Vendors

Approximate Approximate

Name Address Rand value Rand value
Falcan Whitepark House, Whitepark Road

Bridgetown, Barbados 39 375 000 32211 347
SMIP Immeuble Maghrebia, 4th Floor

Rue du Lac Windermere

Les Berges du Lac, 1053 Tunis — Tunisia 13 125 000 10 737 116
Total 52 500 000 42 948 463

Falcan and SMIP are not related parties to SacOil.

In terms of the Principal Agreements and the Farmout Agreement, the Farmout Interest Vendors
are not precluded from carrying on business in competition to SacOil or any of its subsidiaries.
No restraint of trade payments have been paid to the Farmout Interest Vendors.

General Representations and Warranties

Each of the Farmout Interest Acquisition Parties represents, warrants and covenants to and with
the other Farmout Interest Acquisition Parties that as of the Signature Date:

e it is a corporation duly organised, validly existing and in good standing under the laws of its
jurisdiction of incorporation and is duly registered and authorised to carry on its business as
currently conducted in all jurisdictions where the Chaal Gas Exploration Permit Area is located
or such business is carried out;

e it has, and will have, all requisite corporate power and authority to execute the Farmout
Agreement, the Deed of Assignment, and all other agreements as set out in the exhibits of
the Farmout Agreement and to perform its obligations thereunder and such execution and
performance has been duly authorised by all legally required corporate actions;

- the Farmout Agreement has been duly executed and, if duly executed by the other Farmout
Interest Acquisition Parties, shall constitute a valid and binding obligation of it, enforceable in
accordance with its terms, subject to the qualification that such enforceability may be limited by
bankruptcy, insolvency, liquidation, reorganisation or other laws of general application relating
to or affecting rights of creditors generally and that equitable remedies and defenses, including
specific performances, are within the discretion of courts;

< it has not incurred any obligation or liability, contingent or otherwise for brokers’ or finders’
fees in respect of the transactions contemplated in the Farmout Agreement for which the other
Farmout Interest Acquisition Parties shall have any obligation or liability; and

< it has the ability to meet all its financial obligations under the Farmout Agreement and the Deed
of Assignment and that is has not gone into liquidation, made an assignment for the benefit
of creditors or been declared bankrupt or insolvent by a competent court, or had a receiver
appointed in respect of the whole or any part of its assets and has no plans to do so.

Each of the Farmout Interest Acquisition Parties represents and warrants to SacOil the following:

e it has good and uncontested legal title to its Participating Interest and such of the Farmout
Interest that is has agreed to assign to SacOil under the Farmout Agreement, which are free and
clear from liens, mortgages, pledges, security, interests, claims, or encumbrances of any kind
and no Person is entitled to pre-emptive or other rights to acquire such Participating Interest
from it;

< it has not received any notice of default in respect of the Principal Agreements or any other
notice of any pending or threatened litigation, arbitration or administrative proceedings which
may adversely affect the Principal Agreements or its interest therein or the Farmout Interest
Acquisition as contemplated in the Farmout Agreement;
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< it has not granted an interest in the Principal Agreements except as specifically provided in the
Farmout Agreement;

e itis not in breach of any obligations undertaken by it in any of the Principal Agreement and
it is entitled to all benefits and rights under the Principal Agreements, all of which are legally
binding and enforceable, and it is not aware, after due enquiry, of any fact, circumstances or
reason which might preclude it from exercising any rights or fulfilling any obligations still to be
exercised or fulfilled by it in terms of the Principal Agreements;

< in the performance of its material obligations under the Principal Agreements it has complied
in all material respects with all applicable legislation, regulations, ordinances, by-laws,
lawful directives of the state officials and the like and no allegations have been made of any
contravention thereof;

e SacOil is acquiring a Participating Interest and, therefore, there is no need for the Farmout
Interest Vendors to guarantee the book debts as none are being acquired in terms of the
Farmout Interest Acquisition;

e SacOil will not be acquiring any liability for accrued taxation in terms of the Farmout Interest
Acquisition as SacOil is acquiring a Participating Interest; and

< the Participating Interest has not been ceded or pledged by SacOil.

Conditions precedent to the Farmout Interest Acquisition

The Farmout Interest Acquisition remains subject to the fulfilment or waiver of the following

principal conditions precedent, by no later than 31 January 2011;

e Falcon obtaining the consent of the relevant Tunisian authorities for the extension of the
exploration license for the Chaal Gas Exploration Permit Area and to the assignment of the
Farmout Interest to SacOil; and

e SacOil furnishing Falcan with a Letter of Credit or acceptable undertaking/guarantee for
US$6 400 000 (with a Rand value of R48 000 000 at an exchange rate of R7.50 to US$1)
to fund SacOil’s cost obligations for the Work Programme;

< the approval of the Farmout Interest Acquisition by Shareholders in General Meeting.

4. THE SPECIFIC ISSUES
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4.1

The Specific Issue to Metropolitan Asset Managers

It is proposed that SacOil issue 46 000 000 Ordinary Shares to Metropolitan Asset Managers,
a related party, at an issue price of 50 cents per Ordinary Share and an aggregate issue price
of R23 000 000.

Metropolitan Asset Managers holds 11.99 per cent of SacOil. Accordingly, the Specific Issue
to Metropolitan Asset Managers is to a related party and qualifies as a specific issue of shares for
cash in terms of Section 5 of the Listings Requirements.

The Specific Issue of Metropolitan Asset Managers requires approval by a 75 per cent majority
of the votes cast in favour of such resolution by all Shareholders present or represented by proxy
at the General Meeting, excluding Metropolitan Asset Managers and their associates.

As the price at which the Ordinary Shares are being issued to Metropolitan Asset Managers
of 50 cents per Ordinary Share is at a 5 per cent premium to the 30-day VWAP of the Ordinary
Shares of 47.56 cents per Ordinary Share prior to 16 July 2010 (being the signature date of
the irrevocable undertaking by Metropolitan Asset Managers to subscribe for Ordinary Shares)
no fairness opinion is required in respect of the Specific Issue to Metropolitan Asset Managers
in terms of paragraph 5.51(f) of the Listings Requirements.

The proceeds of R23 000 000 from of the Specific Issue will be utilised to fund the costs of
the Transactions and the obligations of SacOil as a result of the Restructure and the Farmout
Interest Acquisition.

The Ordinary Shares which are the subject of the Specific Issue to Metropolitan Asset Managers
are of a class already in issue.



Application has been made to the JSE for the listing of the Ordinary Shares in terms of the Specific
Issue to Metropolitan Asset Managers.

The unaudited pro forma financial effects of the Specific Issue to Metropolitan Asset Managers
are set out in paragraph 7.2 of the Circular.

4.2  The Specific Issue to GVM

On 5 July 2010 SacOQil signed a settlement agreement with GVM to issue 8 343 216 Ordinary
Shares to GVM at an issue price of 30 cents per Ordinary Share and an aggregate issue price
of R2 502 964.

At the Last Practicable Date GVM held 8 343 216 Ordinary Shares in SacOil.

R Linnell, the Non-executive Chairman of SacOil, is also a director of GVM and Coal of Africa
and is a minority shareholder of Coal of Africa. Accordingly the Specific Issue to GVM is to
a related party and qualifies as specific issue of shares for cash in terms of Section 5 of the
Listings Requirements.

The Specific Issue to GVM requires ratification by a 75 per cent majority of the votes cast in favour
of such resolution by all Shareholders present or represented by proxy at the General Meeting,
excluding GVM and its associates.

As the price at which the Ordinary Shares are being issued to GVM of 30 cents per Ordinary
Share is at a 11 per cent premium to the 30-day VWAP of 27 cents per Ordinary Share on
2 July 2010 (being the day prior to the signature date of the settlement agreement between GVM
and SacOil) no fairness opinion is required in respect of the Specific Issue to GVM in terms of
paragraph 5.51(f) of the Listings Requirements.

The 8 343 216 Ordinary Shares are being issued to GVM in full and final settlement of a loan owing
by SacOil to GVM in relation to restructuring expenses paid for on behalf of SacOil during 2008.

The Ordinary Shares which are the subject of the Specific Issue to GVM are of a class already
in issue.

The Ordinary Shares were issued to GVM and listed on the JSE on 29 July 2010 in terms
of a general authority granted to the Directors by SacQOil Shareholders at the last annual general
meeting held on 27 November 2009.

The unaudited pro forma financial effects of the Specific Issue to GVM are set out in paragraph 7.2
of the Circular.

THE LONSA CORPORATE FINANCE ADVISORY MANDATES

SacOil has entered into corporate finance advisory mandates dated 22 February 2008 and 17 May 2010
in terms of which Lonsa acts as corporate finance adviser to SacOQil in respect of the Initial SacOil
Transaction, the Restructure and the Farmout Interest Acquisition. Lonsa introduced, structured,
negotiated and project managed the Initial SacQOil Transaction, the Restructure and the Farmout Interest
Acquisition on behalf of SacOil and has charged a fee for its services as set out in paragraph 14 of
this Circular. Shareholders were advised in the circular issued to them on 24 October 2008 of Lonsa’s
role and the fees payable, when the Initial SacOil Transaction was approved by Shareholders in general
meeting on 21 November 2008.

Lonsa does not hold any Ordinary Shares in SacOil.

As R Vela, the Chief Executive Officer of SacOil, is also a director and the controlling shareholder of
Lonsa, Accordingly, the Lonsa Corporate Finance Advisory Mandates are related party transactions in
terms of Section 10 of the Listings Requirements. The Board sought a fairness opinion which is included
in Annexure 8 of the Circular, which opined that the Lonsa Corporate Finance Advisory Mandates are fair
to the Shareholders.

The Lonsa Corporate Finance Advisory Mandates require approval by a 75 per cent majority of the votes
cast in favour of such resolution by all Shareholders present or represented by proxy at the General
Meeting, excluding Lonsa and their associates, is required.

The unaudited pro forma financial effects of the Lonsa Corporate Finance Advisory Mandates are set out
in paragraph 7.2 of the Circular.
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6. PROPOSED AMENDED SHARE OPTION SCHEME

6.1

6.2

Proposed Amended Share Option Scheme
The Samroc Share Option Scheme was adopted by the Company on 21 November 2008.

On 26 April 2010, the Board resolved to effect certain amendments to the Samroc Share Option
Scheme. Due to the large number of amendments which have been effected, SacOil Shareholders
will be asked to approve the amendments to the Samroc Share Option Scheme by replacing
it in its entirety with the Amended SacOil Share Option Scheme contained in Annexure 10 of
the Circular.

A draft version of the Amended SacOil Share Option Scheme, black lined for all changes made,
is available for inspection at the registered office of SacOil during normal business hours from
6 September 2010 to 17 September 2010.

Rationale for the Amended Share Option Scheme

The Samroc Share Option Scheme as approved by Shareholders on 21 November 2008 had
specific reference to the Initial SacOil Transaction. Due to the Restructure, the parameters
as contained in the Samroc Share Option Scheme are no longer applicable. The proposed
amendments to the Samroc Share Option Scheme include the removal of the specific references
to the Initial SacOil Transaction and provide for a maximum aggregate number of 115 418 366
Ordinary Shares in the issued share capital of the Company which may be issued in terms of the
Amended Share Option Scheme.

In addition to the above amendments and in compliance with Schedule 14 of the Listings
Requirements, the proposed amendments to the Share Option Scheme include the following:

e a participant must be an employee of the Company in order to qualify for options to be granted
to him/her in terms of the Amended Share Option Scheme;

e options are granted at the discretion of the Board;

e if any participant leaves the employment of the Company or resigns as Executive Director
(as the case may be), then all of the options that may become exercisable on or after the date
of termination will lapse immediately on the date of termination and all of the options must be
exercised by the participant within 30 calendar days after the date of termination;

< in the event of a sub division or consolidation of the number of Ordinary Shares in issue by
the Company, the number of Ordinary Shares in respect of which an option is held by each
participant at the date of such sub division or consolidation will automatically be adjusted with
effect from the date of grant of the option so held, by a number of Ordinary Shares equal to
the number of Ordinary Shares which would have accrued to each participant in terms of such
sub division or consolidation issues in respect of the Ordinary Shares;

< the issue of Ordinary Shares for an acquisition, the issue of Ordinary Shares for cash and the
issue of Ordinary Shares for a vendor consideration will not be regarded as circumstances
requiring adjustment to the participants entitlement to share options in terms of the Amended
Share Option Scheme; and

e In compliance with the King Report on Governance for South Africa 2009, non-executive
directors do not qualify as participants in terms of the Amended Share Option Scheme.

7. FINANCIAL INFORMATION RELATING TO SACOIL
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7.1

7.2

Historical financial information relating to SacOil

The historical financial information relating to SacOil for the year ended 28 February 2010,
the eight months ended 28 February 2009 (due to a change in year end from June to February)
and the year ended 30 June 2008 set out in Annexure 3 of this Circular.

Unaudited pro forma financial effects of the Transactions

The table below sets out the unaudited pro forma financial effects of the Transactions on SacOil's
basic earnings per Ordinary Share, headline earnings per Ordinary Share, net asset value per
Ordinary Share and tangible net asset value per Ordinary Share.



The unaudited pro forma financial effects have been prepared to illustrate the impact of the
Transactions on the reported financial information of SacOil for the year ended 28 February 2010,
had the Transactions occurred on 1 March 2009 for income statement purposes and on
28 February 2010 for balance sheet purposes.

The pro forma financial effects have been prepared using accounting policies that comply
with IFRS and that are consistent with those applied in the audited annual financial statements
of SacOil for the year ended 28 February 2010.

The pro forma financial effect of the following have been show separately in the table below
as these transactions are separate resolutions and are being voted on by shareholders separately:

e the Restructure;
« the Farmout Interest Acquisition;
e the Specific Issue to Metropolitan Asset Managers; and

- the Specific Issue to GVM (collectively referred to as “the Proposals for the purposes
of paragraph 87.2).

The pro forma financial effects of the Lonsa Corporate Finance Advisory Mandates are
incorporated into the pro forma financial effects of each of the Restructure, the Farmout Interest
Acquisition and the Specific Issue to Metropolitan Asset Managers as the Lonsa Corporate
Finance Advisory Mandates form part of the transaction costs relating to the Restructure, the
Farmout Interest Acquisition and the Specific Issue to Metropolitan Asset Managers and therefore
cannot be show separately.

The unaudited pro forma financial effects set out below are the responsibility of the Directors
and have been prepared for illustrative purposes only and because of their nature may not fairly
present the financial position, changes in equity, results of operations or cash flows of SacOil after
the Transactions.

The reporting accountants’ limited assurance report on the unaudited pro forma financial effects
is set out in Annexure 2 to this Circular.

After the
Specific
After the Issue to  After the
Farmout Metropolitan  Specific
Before the After Interest Asset  Issue to After the Percentage
Proposals!  Restructure? Acquisition® Managers* GVM®  Proposals® change
Earnings/(loss)
and diluted
earnings/(loss)
per Ordinary
Share (cents) 0.72 (1.54) (0.17) 0.42 0.70 (2.02) (379)

Headline and

diluted headline

earnings/(loss)

per Ordinary

Share (cents) 0.95 (1.41) 0.06 0.62 0.93 (1.89) (299)

Net asset value
per Ordinary
Share (cents) 13.83 66.80 12.94 18.25 14.25 64.31 365

Tangible net

asset value

per Ordinary

Share (cents) 13.83 1.72 (14.37) 18.25 14.25 (9.46) (168)

Weighted average

number of

Ordinary Shares

in issue ('000) 313 292 522 748 313292 359 292 321635 577 091 84
Number of

Ordinary Shares
in issue ('000) 313 292 522 748 313292 359 292 321635 577 091 84

Notes:

1. The “Before the Proposals” basic earnings, diluted earnings, headline earnings and diluted headline earnings per
Ordinary Share have been extracted without adjustment from the audited, published results of SacOil for the year
ended 28 February 2010. The “Before the Proposals” net asset value and net tangible asset value per Ordinary Share
have been calculated from the financial information presented in the audited, published results of SacOil for the year
ended 28 February 2010.
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7.3

7.4

2. The “After the Restructure” assumes:

(@) The consolidation of SacOil (Proprietary) Limited into SacOil in terms of IFRS 3: Business Combinations and the
raising of the non-controlling interest of 50 per cent of SacQil (Proprietary) Limited (held by DIG);

(b) The revaluation of the Block 3 Rights to fair value in terms of IFRS 3: Business Combinations;

(c) The issue of the 209 456 000 Ordinary Shares to the SacQil (Proprietary) Limited Vendors at an assumed issue
price of RO.74 per Ordinary Share, being the price of the Ordinary Shares on the JSE on 25 July 2010 (being
the Ordinary Share price on the day before the detailed terms announcement in respect of the Restructure
on 26 July 2010);

(d) Settlement of an effective consideration totalling US$811 364 (with a Rand equivalent of R6 182 594, assuming
an exchange rate of R7.62 to US$1) in exchange for the Block 1 Interest, being an assignment fee of US$1
(with a Rand equivalent of R7.62, assuming an exchange rate of R7.62 to US$1) and an additional amount
of US$811 363 (with a Rand equivalent of R6 182 586, assuming an exchange rate of R7.62 to US$1).
The additional amount is calculated as the net amount of the cession by SacOil to DIG of SacOil’s right to receive
payment from SacOil (Proprietary) Limited of the Rand equivalent of US$1 000 000 (with a Rand equivalent of
R7 620 000, assuming an exchange rate of R7.62 to US$1) under the Cession Agreement and an agreed interest
payment of US$188 637 (with a Rand equivalent of R1 437 414, assuming an exchange rate of R7.62 to US$1)
due and payable by DIG to SacOil on monies previously loaned and advanced by SacOil to DIG as reflected in
the Amended and Restated DIG Loan Agreement;

(e) The payment of the Block 3 Payment, per the SacOil Transaction Agreements; and

(f) Transaction costs of R10 330 000 (including a portion of the amount payable to Lonsa in terms of the Lonsa
Corporate Finance Advisory Mandates that relates to the Restructure).

3. The “After the Farmout Interest Acquisition” assumes:

(a) Payment of US$5 000 000 to Falcan and SMIP, the vendors, in respect of the Farmout Interest Acquisition
(as detailed in paragraph 3.4.1 of the Circular), converted at R7.50 to US$1, being the closing rate at
10 May 2010, the date of signature of the Farmout Interest Agreement, which has been capitalised in terms
of IFRS 6: Exploration for and Evaluation of Mineral Resources as this is a refund of past incurred recoverable
back costs of Falcan and SMIP;

(b) The assumption of a contractual obligation of up to US$6 400 000, converted at R7.50 to US$1, as above,
in respect of SacOil's 55 per cent share of the costs of the Work Programme as detailed in paragraph 3.4.2
of the Circular and which have been capitalised in terms of IFRS 6: Exploration for and Evaluation of Mineral
Resources; and

(c) Transaction costs of R2 805 000 (including a portion of the amount payable to Lonsa in terms of the Lonsa
Corporate Finance Advisory Mandates that relates to the Farmout Interest Acquisition).

4. The “After the Specific Issue to Metropolitan Asset Managers” assumes:

(a) Issue of 46 000 000 new Ordinary Shares at 50 cents per Ordinary Share in terms of the Specific Issue
to Metropolitan Asset Managers;

(b) Transaction costs of R760 000 (including a portion of the amount payable to Lonsa in terms of the Lonsa
Corporate Finance Advisory Mandates that relates to the Specific Issue to Metropolitan Asset Managers).

5. The “After the Specific Issue to GVM” assumes:

(a) Issue of 8 343 216 new Ordinary Shares at 30 cents per Ordinary Share in terms of the Specific Issue to GVM
in settlement of a liability owning by SacOil to GVM;

6. The “After the Proposals” assumes all of the adjustments detailed in notes 2 to 5 above. The above adjustments are
once-off in nature.

Unaudited pro forma balance sheet and income statement

The unaudited pro forma balance sheet and income statement of SacOil are set out in Annexure 1
to this Circular.

Independent reporting accountants’ report

The independent reporting accountants’ report on the unaudited pro forma financial information
of SacOil relating to the Transactions is set out in Annexure 2 to this Circular.



8. INFORMATION RELATING TO THE DIRECTORS

8.1 Directors

Details relating to the Directors of the Company follow:

NAME ADDRESS DESIGNATION BRIEF CV

Richard John Ground Floor Independent Appointed 19 September 2002.
Linnell 4 Fricker Road non-executive Richard Linnell is an

(South African)  lllovo, 2196 Chairman of experienced geologist, who
(65) SacOill has worked with various

companies which now form
part of the BHP Billiton

Group, culminating in running
the Samancor manganese
operations and Billiton’s
exploration and development
activities in South Africa.

He is a former non-executive
director of BHP Billiton (SA)
Limited and is Chairman

of Coal of Africa Limited.
Richard was instrumental

in the establishment of the
Bakubung Initiative, a multi-
stakeholder project designed
to rejuvenate the South African
mining industry. He is a director
of several listed junior mining
companies.
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NAME

ADDRESS

DESIGNATION

BRIEF CV

Colin Bird
(British)
(66)

Plot 1, MGV
Montgomerie
Maisonettes
Dubai

UAE

Independent
non-executive
Director of
SacOil and a
director of
Pioneer Coal

Appointed 20 April 2008

Colin Bird has a Diploma

in Mining Engineering, is a
Fellow of the Institute of
Materials, Minerals and Mining
and is a certified Mine Manager
both in the United Kingdom
and South Africa. The formative
part of his career was spent
with the National Coal Board

in the United Kingdom and
thereafter he moved to the
Zambia Consolidated Copper
mines and then to South Africa
to work in a management
position with Anglo American
Coal. On his return to the United
Kingdom he was Technical
and Operations Director of
Costain Mining Limited, which
involved responsibility for

gold operations in Argentina,
Venezuela and Spain. In
addition to his coal mining
activities he has been involved
in the management of nickel,
copper, gold and other diverse
mineral operations. He has
founded and floated several
public companies in the
resource sector and served on
resource company boards in
the United Kingdom, Canada
and South Africa.

Carina de Beer
(South African)
(39)

Microtek Business Park
86 John Vorster Avenue
Randpark Ridge

Financial
Director of
SacOil and a
director of
Pioneer Coal

Appointed 10 August 2010
Carina de Beer is a Chartered
Accountant (SA). She
completed her articles with
PricewaterhouseCoopers.

She has extensive experience
in corporate financial
management and reporting,
company secretarial practice
and corporate governance.
She is a member of the South
African Institute of Chartered
Accountants, the Chartered
Secretaries of South Africa
and the Institute of Directors.
Carina is the Financial Director
of the Company and the audit
committee is satisfied that she
has sufficient expertise and
experience to fulfil this role.




NAME ADDRESS DESIGNATION BRIEF CV

Gontse 119 Rosen Office Park Non-executive Appointed 31 August 2009.
Moseneke 37 Invicta Road Director of Gontse Moseneke has an
(South African)  Midrand SacOil extensive background in

(29)

financial management and
investment banking. He is part
of the executive team at Encha
Group Limited, a diversified
investment holding company.
As the Chief Executive of Encha
Tech (Proprietary) Limited he
oversees and actively manages
Encha’s investments in Siemens
Southern Africa, and in Nokia
Siemens Networks South Africa.
Through his integral involvement
in the conceptualisation, setup
and initial operations of New
Oil Trading Limited (British
Virgin Islands), an oil and gas
trading company with a global
focus, Gontse has gained

wide experience, and built a
competent rapport with some
key players in the oil and gas
sector globally. He has also
been involved in a project by
the South African Oil and Gas
Alliance to develop and market
South Africa’s engineering and
related services capability,

with the aim of capitalising and
exploiting the burgeoning oil
and gas activities off the

east and west coasts of
sub-Saharan Africa. Gontse
holds a Bachelor of Science
degree in Statistics and
Actuarial Sciences from the
University of Cape Town, and a
Diploma in Actuarial Techniques
from the Institute of Actuaries
(London, United Kingdom).
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8.2

NAME ADDRESS DESIGNATION BRIEF CV
Robin Vela 119 Rosen Office Park Chief Executive  Appointed 25 February 2008
(British) 37 Invicta Road Officer of Robin Vela is a United Kingdom
(39) Midrand SacOil and a Chartered Accountant and
director of the seasoned investment banker,
following having co-founded a private
subsidiaries equity firm and worked for over
of SacOil: 13 years as a senior investment
e Baltimore banker for leading blue chip
Manganese investment banking houses in
Mine the City of London. In this role,
(Proprietary)  he advised public and private
Limited; companies in a wide range
e Bushveld of industry sectors in the areas
Pioneer of fund raising, stock exchange
(Proprietary)  requirements, mergers and
Limited; acquisitions, flotations and
« RDK Mining related transactions. Robin has
(Proprietary)  a Bachelor of Science degree
Limited; and  (Honours) in Economics and
e Pioneer Coal  Accounting from the University

of Bristol, United Kingdom,
and is a member of the United
Kingdom Chartered Securities
Institute (having been the
prize winner by distinction in
his qualification examination
sitting). Robin is the Chief
Executive Officer of the
Company and the nomination
and audit committees of the
Company are satisfied that he
has the appropriate expertise
and experience to fulfil this
function.

Directors’ interests

At the Last Practicable Date, the Directors had the following direct and indirect, beneficial and
non-beneficial interests in the share capital of the Company:

Before the Transactions

Direct Indirect Shareholding

beneficial beneficial Total percentage

C Bird 5 300 000 - 5300 000 1.69
After the Transactions

Direct Indirect Shareholding

beneficial beneficial Total percentage

C Bird 5 300 000 - 5300 000 0.92

R Linnell - 8343216 8343216 1.45

Total 5300000 8343216 13643216 2.37




8.3

As at 28 February 2010, the Directors held the following share options which were issued in terms
of the rules of the Samroc Share Option Scheme:

Latest exercise Number of

Name Grant date date Option price options held
R

R Vela 21 November 08 21 November 18 0.8215 8 397 227
B Christie
(resigned
31 August 2009) 21 November 08 21 November 18 0.8215 8 397 227
C Bird 21 November 08 21 November 18 0.8215 12 595 841
R Linnell 21 November 08 21 November 18 0.8215 12 595 841
Total 41 986 136

On 8 July 2010 the following share options were allocated to Directors:

Number of
Name Grant date Latest exercise options
date Option price allocated
R
R Vela 8 July 10 8 July 20 0.29 4198 614
G Moseneke 8 July 10 8 July 20 0.29 3132916
(Appointed
31 August 2009)
C de Beer 8 July 10 8 July 20 0.29 3132916
(Appointed
10 August 2010)
Total 10 464 446

Directors’ interests in transactions

Other than set out below, none of the Directors had any interest in any transaction which is or was
unusual in its nature or conditions or material to the business of SacOil and which was effected
during the current or immediately preceding financial year or during an earlier financial year which
remain in any respect outstanding or unperformed.

R Vela is a director of Lonsa, which, in terms of the Lonsa Corporate Finance Advisory Mandates
detailed in paragraph 5 of the Circular acts as corporate finance adviser to SacOil in respect of the
Initial SacOil Transaction, the Restructure and the Farmout Interest Acquisition. Lonsa introduced,
structured, negotiated and project managed the Initial SacOil Transaction, the Restructure and the
Farmout Interest Acquisition on behalf of SacOil and has charged a fee for its services as set out
in paragraph 14 of this Circular. The Lonsa Corporate Finance Advisory Mandates are available
for inspection as set out in paragraph 17 of this Circular. Lonsa is entitled to a contingent success
fee equivalent to 2 per cent of the proposed transaction value of assets acquired and 2.5 per cent
of the gross value of the equity raised.

R Linnell is a director of GVM. Refer to paragraph 4.2 above and paragraph 9.7.1 below for details
of the Specific Issue to GVM.

Other than as detailed above and in paragraph 2 of the Circular, none of the Directors, Ryder
Scott, Bayphase, Encha, Metropolitan Asset Managers, GVM or Lonsa has any direct or indirect
beneficial interest in any asset of SacQOil which has been acquired or disposed of, or leased
to or by, SacOil or any interest in any consideration passing to or from SacOil.

39



40

8.4

Directors’ remuneration

The remuneration paid to the Directors for the year ended 28 February 2010 is set out below:

Fees
R

Executive director
R Vela 120 000
Non-executive directors
R J Linnell 180 000
C Bird 180 000
B H Christie (resigned 31 August 2009) 60 000
G Moseneke (appointed 31 August 2009) 60 000
Total 600 000
The Directors do not receive any benefits from the Company as part of their remuneration

packages.

There will be no variation in the remuneration receivable by any of the Directors as a consequence
of the Transactions, apart from the fees paid to Lonsa (of which R Vela is a director) the details
of which are set out in paragraph 8.3 above.

Other than as set out above SacOil has not paid any amounts (whether in cash or in securities),
nor given any benefits to any Directors or to any company in which the Directors are directly
orindirectly, beneficially interested, or to any partnership, syndicate or other association of which
the Directors are members, or to any other Director as an inducement to become a Director
or otherwise, or associate entity in connection with the promotion or formation of SacOil during
the preceding three years.

Details of share options granted to Directors are detailed in paragraph 8.2 above.

No fees have been paid or accrued to a third party in lieu of Directors’ fees during any
of the periods.

No payments have been made or are planned to Directors in respect of restraints of trade.
There are no material conditions of employment of an abnormal nature in respect of the Directors
nor have any been entered into or amended within six months of the date of this Circular.

In terms of the Articles, any Director who is required to perform extra services or to reside
abroad or shall otherwise be specially occupied about the Company’s business or perform
services which, in the opinion of the Directors, are outside the scope of the ordinary duties
of a director, shall be entitled to receive remuneration to be fixed by the Directors either
as an addition to, or in substitution for any Director’s remuneration paid to him.

No payments have been made to any Director, either directly or indirectly, by the Company or any
other Person in the three years preceding the date of the Circular to induce him to become,
or to qualify him as a Director or in connection with the promotion or formation of the Company.

At the Last Practicable Date of the Circular, no loans by the Company to any of its Directors
are outstanding nor has any security been furnished by the Company on behalf of any of its
Directors or managers.

The business of the Group is not being managed nor is it proposed to be managed by
a third party.

No other benefits or bonuses have been paid to any Director during the financial year, apart
from the fees accrued to Lonsa (of which R Vela is a director) as set out in paragraph 8.3 above
and paragraph 14 below in the Circular.



8.5

8.6

8.7

Directors’ service contracts

Each of the Directors has been appointed as such on the terms set out in the Articles. At every
annual general meeting, one third of the Directors must retire from office, which one third
of Directors shall be those who have been longest in office since their last election. Retiring
Directors shall be eligible for re-election. The executive Directors have letters of appointment but
to not have formal service agreements with the Company.

In terms of the Articles, an executive Director may be appointed for a maximum period
of three years.

As at the Last Practicable Date, there was no agreement in place in terms of which an entity
or Person holds a contractual right relating to the appointment of any particular Director or number
of Directors.

Quialifications, appointment, term, voting, borrowing powers and remuneration of
Directors

The relevant provisions of the Articles relating to qualification, appointment, term, remuneration,
voting and borrowing powers of Directors are set out in Appendix 3 to the Revised Listing
Particular. The borrowing powers may only be varied by special resolution and have not been
exceeded since the incorporation of SacOil.

Directors’ declarations

According to the Schedule 21 statements of the Listings Requirements completed by the Directors
and furnished to the JSE, the following statements apply in respect of the Directors:

None of the Directors have:

e been declared bankrupt, insolvent or have entered into any individual voluntary compromise
arrangements;

e entered into any receiverships, compulsory liquidations, creditors voluntary liquidations,
administrations, company voluntary arrangements or any compromise or arrangement with
creditors generally or any class of creditors of any company where such Directors are or were
directors with an executive function during the preceding 12 months;

< entered into any compulsory liquidations, administrations or partnership voluntary arrangements
of any partnerships where such Directors are or were partners during the preceding 12 months;

e entered into any receiverships of any asset(s) or of a partnership where such Directors are
or were partners during the preceding 12 months;

< been publicly criticised by a statutory or regulatory authority, including recognised professional
bodies or disqualified by a Court from acting as a director of a company or from acting in the
management or conduct of the affairs of any company; and/or

< been involved in any offence of dishonesty, fraud or embezzlement.

9. INFORMATION RELATING TO THE COMPANY, SACOIL (PROPRIETARY) LIMITED AND THE CHAAL
GAS EXPLORATION PERMIT AREA

9.1

Description of business

The current business of the Company is that of manufacturing manganese sulphate powder,
manganese sulphate solution and manganese oxide at its plant in Mpumalanga, better known
as the Greenhills plant. Its main source of income is from the sales of manganese sulphate
monohydrate and manganese oxide.
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9.2

9.3

Share capital

The authorised and issued stated capital of the Company, before and after the Transactions,
is set out below:

Number of
Before the Transactions: Ordinary Shares Rand
Authorised
Ordinary Shares of no par value 10 000 000 000 10 000 000 000
Issued
Ordinary Shares of no par value 321 634 828 86 228 503
Number of
After the Transactions: Ordinary Shares Rand
Authorised
Ordinary Shares of no par value 10 000 000 000 10 000 000 000
Issued
Ordinary Shares of no par value 577 090 828 264 225943

The new Ordinary Shares to be issued as part of the proposed SacOil Transaction and the Specific
Issue will rank pari passu in all respects with the Ordinary Shares currently in issue.

In terms of a resolution passed at the annual general meeting of Shareholders on
27 November 2009, the authorised but unissued Ordinary Shares in the Company were placed
under the control of the Directors until the next annual general meeting, subject to the provisions
of sections 221 and 222 of the Act and the Listings Requirements.

Major Shareholders

Shareholders (excluding Directors) beneficially and directly or indirectly holding 5 per cent
or more of the issued share capital of the Company as at the Last Practicable Date before and
after the Transactions, are as follows:

Before the Transactions:

Number of Shareholding
Shareholder Ordinary Shares percentage
Encha Capital 177 653 746 55.23
Metropolitan Asset Managers 38 565 015 11.99
B H Christie 23 972 698 7.45
Total 240 191 459 74.67
After the Transactions:

Number of Shareholding
Shareholder Ordinary Shares percentage
Encha 201 884 800 34.98
Encha Capital 177 653 736 30.78
Metropolitan Asset Managers 84 565 015 14.65
Total 464 103 561 80.42

Encha, through its special purpose vehicle Encha Capital, is the controlling shareholder of SacOil
before the Transactions and will remain the controlling shareholder following the implementation
of the Transactions. On 31 December 2007 Encha Capital became the controlling shareholder of
SacOQil. Prior to this date Coal of Africa was the controlling shareholder.



9.4

9.5

The Company currently complies with the minimum requirements in terms of shareholder spread
and will continue to comply with such spread requirement following the Transactions, as required
by the JSE.

Other than as detailed above and in paragraph 8.2 of the Circular, none of the Directors, Ryder
Scott, Bayphase, Encha, Metropolitan Asset Managers, GVM or Lonsa has any direct or indirect
beneficial interest in the share capital of SacOil.

Litigation statement
9.4.1 SacOil

The Company has a claim against a former employee for fraud in an amount
of approximately R1.8 million. This case is currently with the commercial crimes unit.

Other than as stated above, there are no legal or arbitration proceedings, including any
proceedings that are pending or threatened of which the Directors are aware, which may
have or have had in the recent past, being at least the previous 12 months preceding
the date of this Circular, a material effect on the Group’s financial position.

9.4.2 SacOQil (Proprietary) Limited

As far as is known to the SacOil (Proprietary) Limited Vendors, there are no legal or
arbitration proceedings, including any proceedings that are pending or threatened of
which the SacOil (Proprietary) Limited Vendors are aware, that may have or have had in
the recent past, being at least the previous 12 months preceding the date of this Circular,
a material effect on the financial position of SacOil (Proprietary) Limited.

9.4.3 Chaal Gas Exploration Permit Area

As far as is known to the Participants, there are no legal or arbitration proceedings,
including any proceedings that are pending or threatened of which the Participants
are aware, that may have or have had in the recent past, being at least the previous
12 months preceding the date of this Circular, a material effect on the financial position of
the Chaal Gas Exploration Permit Area.

Material changes

Other than the Transactions detailed in the Circular, there has been no material change in the
assets, liabilities or the financial trading position of SacOil and its subsidiaries during the past
five years.

Other than the Transactions detailed in the Circular, no material fact or circumstance has occurred
between the end of the latest reporting period, of SacOil and its subsidiaries, being 28 February
2010, and the Last Practicable Date.

Other than the Restructure and the Farmout Interest Acquisition, details of which are given in
paragraphs 2 and 3 of the Circular, there have been no material acquisitions of property by SacOil
or any of its subsidiaries during the three years preceding the date of this Circular.

Other than the lapsing of the Initial SacOil Agreement and the Agreement of Assignment between
DIG and SacOQil (Proprietary) Limited, the signature of Presidential Ordinances 10/042 and 10/043
approving the Block 3 Production Sharing Agreement and ordering the Amendment, respectively,
and the signature of the various loan and other agreements in respect of the Restructure, all of
which are detailed in paragraph 2 of the Circular, the SacOil (Proprietary) Limited Vendors are
not aware of any material fact or circumstance that has occurred between the end of the latest
financial year of SacOil (Proprietary) Limited and the date of this Circular.

The Participants are not aware of any material fact or circumstance that has occurred
between the end of the latest financial year of the Chaal Gas Exploration Permit Area and the date
of this Circular.
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9.6

9.7

Material contracts

9.6.1

9.6.2

9.6.3

SacOil

Other than the agreements relating to the Initial SacOil Transaction, the SacOil Transaction
Agreements, the Farmout Agreement and the Farmout Agreement Amendment as detailed
in paragraphs 2 and 3, of the Circular, there were no other material contracts entered
into by SacOil or the Group, other than in the ordinary course of business, within the
last two years prior to the date of this Circular or entered into at any time containing
an obligation or settlement that is material to SacOil or its subsidiaries.

Copies of the agreements are available for inspection as detailed in paragraph 17 below.

The Company is not subject to any management agreements.

SacOil (Proprietary) Limited

Other than the agreements relating to the Initial SacOil Transaction and the SacOil
Transaction Agreements detailed in paragraph 2 of this Circular, there were no other
material contracts entered into by SacOil (Proprietary) Limited, other than in the ordinary
course of business, within the last two years prior to the date of this Circular or entered
into at any time containing an obligation or settlement that is material to the SacOil
(Proprietary) Limited or the SacOil Transaction Parties.

Chaal Gas Exploration Permit Area

Other than the Principal Agreements detailed in paragraph 3 of this Circular, there were
no other material contracts entered into by the Chaal Gas Exploration Permit Area and the
Farmout Acquisition Interest Parties, other than in the ordinary course of business, within
the last two years prior to the date of this Circular or entered into at any time containing
an obligation or settlement that is material to the Chaal Gas Exploration Permit Area or the
Farmout Acquisition Interest Parties.

Statement of indebtedness

9.71

9.7.2

SacOil

Details of the material borrowings of SacOil as at the Last Practicable Date are
set out below:

SacOil was indebted to GVM for an amount of R2 502 964 in relation to restructuring
expenses paid for on behalf of SacOil during 2007/2008. On 5 July 2010, SacOil
signed a settlement agreement with GVM to issue 8 343 216 Ordinary Shares at a
price of 30 cents per Ordinary Share representing a premium of 11 per cent to the
30-day VWAP of 27 cents per Ordinary Share on 2 July 2010, being the date prior to the
settlement agreement, in full and final settlement of the outstanding loan. The 8 343 216
Ordinary Shares were issued to GVM in terms of a general authority granted to Directors
by SacOil Shareholders at the last annual general meeting held on 27 November 2009
and were granted a listing by the JSE on 29 July 2010. However, the Specific Issue to GVM
is to a related party and constitutes a specific issue of shares in terms of Section 5 of
the Listings Requirements and therefore Shareholders will be asked to ratify the Specific
Issue to GVM at the General Meeting. Further details of the Specific Issue to GVM are
set out in paragraph 4.2 of the Circular.

SacOil (Proprietary) Limited

Details of the material borrowings of SacOil (Proprietary) Limited as at the Last Practicable
Date are set out below:

R

Current
SacOil 16 160 000
DIG 16 160 000
Encha Group Limited 580 875
32900 875




The loans due to SacOil and DIG are repayable within 5 days of receiving written demand from
the Company requiring repayment of the loan. SacOil (Proprietary) Limited is entitled at any time
during the term of the aforementioned loan to repay the loan in part or in full without penalty.

Pursuant to the implementation of the Cancellation Agreement, the loans to SacQil (Proprietary)
Limited will be unsecured.

The loans are interest free.

9.8  Ordinary Share price history

The price history of the Ordinary Shares on the JSE is set out in Annexure 9 of this Circular.

9.9 Other acquisitions and/or disposals

Save for the Initial SacOil Transaction announced in 2008 which has been restructured as
detailed in paragraph 2 of the Circular and the proposed Farmout Interest Acquisition as detailed
in paragraph 3 of the Circular, the Company has not acquired or disposed of any material business
enterprise or properties during the 12 months preceding the Last Practicable Date.

10. EXCHANGE CONTROL REGULATIONS

In terms of the Exchange Control Regulations of South Africa.

10.1 In the case of Certificated Shareholders:

e Any share certificates that might be issued to non-resident Shareholders will be endorsed
“non-resident;

« Any new share certificates issued, based on emigrants’ Ordinary Shares controlled in terms
of the Exchange Control Regulations, will be forwarded to the authorised dealer in foreign
exchange controlling their blocked assets. The election by emigrants for the above purpose
must be made through the authorised dealer in foreign exchange controlling their blocked
assets. Such share certificates will be endorsed “non-resident”;

« Dividend and residual cash payments are freely transferable from the RSA. Residual cash
payments, based on emigrants Ordinary Shares controlled in terms of the Exchange Control
Regulations will be forwarded to the authorised dealer in foreign exchange controlling their
blocked assets.

10.2 in the case of Dematerialised Shareholders:

< Any Ordinary Shares issued to emigrants will be credited to their CSDP or broker’s account and
a “non-resident” annotation will appear in the CSDP or broker’s register;

< Dividends paid will be credited directly to the Shareholder’s blocked Rand account held by that
Shareholder’s authorised dealer;

* Non-resident and emigrant Shareholders will have all aspects relating to Exchange Control
managed by their CSDP or broker.
11. WORKING CAPITAL STATEMENT
The Directors, having considered the terms and conditions of the Transactions are of the opinion that:

- the Company and the Group subsequent to the Transactions will be able, in the ordinary course of
business, to pay its debts for a period of 12 months from the date of issue of this Circular;

« the assets of the Company and the Group subsequent to the Transactions will be in excess of the
liabilities of the Company and the Group for a period of 12 months from the date of this Circular,
measured in accordance with the accounting policies used in the audited annual financial statements
for the year ended 28 February 2010;

< the ordinary share capital and consolidated reserves of the Company and the Group subsequent to
the Transactions will be adequate for a period of 12 months from the date of this Circular; and
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12.

13.
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< the working capital of the Company and the Group subsequent to the Transactions will be adequate
for a period of 12 months from the date of issue of this Circular.

In terms of the Lonsa Corporate Finance Advisory Mandates, Lonsa will not call on the Company to pay
its fee as stipulated in paragraph 8.3 until such time as the Company has raised sufficient resources to
effect payment of such fee. This is in terms of the Lonsa Corporate Finance Advisory Mandates.

DIRECTORS’ OPINION AND RECOMMENDATION

The Board has considered the terms and conditions of the Restructure and are of the opinion, based
on, inter alia, the valuation contained in the Block 3 Rights Independent Technical Expert’'s Report which
is included as Annexure 11 to the Circular, that the Restructure is beneficial to the Company and fair to
the Shareholders.

The Board has considered the terms and conditions of the Farmout Interest Acquisition and are
of the opinion, based on, inter alia, the valuation contained in the Chaal Gase Exploration Permit Area
Independent Technical Expert's Report, which is included as Annexure 12 to the Circular, that the
proposed acquisition of a 55 per cent Participating Interest in the Chaal Gas Exploration Permit Area
in Tunisa is beneficial to the Company and fair to the Shareholders.

The Board has considered the terms and conditions of the Lonsa Corporate Finance Advisory Mandates
and, taking into account the opinion of the independent expert in respect of the Lonsa Corporate
Finance Advisory Mandates, is of the opinion that the terms and conditions thereof are fair to SacOil
Shareholders and recommends that SacOil Shareholders vote in favour of the approval of the Lonsa
Corporate Finance Advisory Mandates at the General Meeting.

The Board has considered the terms and conditions of the Specific Issues and is of the opinion that the
Specific Issues are favourable to Shareholders.

There are no legal proceedings that may have an influence on the rights of SacOil in respect of the
Block 3 Rights and the Chaal Gas Exploration Permit Area.

Based on the above, the Board recommends that Shareholders vote in favour of the Transactions at the
General Meeting.

The Directors who own Ordinary Shares in their personal capacity intend to vote in favour of the
Transactions to the extent that they are permitted.

CONSENTS

The Company’s professional advisers, as set out in the “Corporate Information” section to this Circular,
have given and have not, prior to the Last Practicable Date, withdrawn their written consents to the
inclusion of their names and, where applicable, reports in the form and context in which they appear
in this Circular.



14.

15.

16.

EXPENSES

The expenses of the Transactions which will be for the account of SacOil, are anticipated to be

approximately R13 895 000 (excluding VAT):

Expense Payable to Rand
Corporate finance adviser — Restructure Lonsa (Proprietary) Limited 9 500 000
Corporate finance advisor — Farmout Interest Acquisition  Lonsa (Proprietary) Limited 1 800 000
Corporate finance advisor — Specific Issue Lonsa (Proprietary) Limited 575 000
Corporate legal advisor Deneys Reitz Inc. 700 000
Printing, publication and advertising Ince (Proprietary) Limited 200 000
Independent expert review RPS Energy 185 000
JSE documentation and listing fee JSE 180 000
Project manager CJ Secretarial Services CC 150 000
Sponsor BDO Advisory Services 140 000
(Proprietary) Limited

Independent technical expert — Chaal Gas Exploration Ryder Scott Company-Canada 120 000
Permit Area

Independent expert — fairness opinion Mazars Corporate Finance 120 000
Independent technical expert — Block 3 Rights Bayphase Limited 50 000
Reporting accountants — SacOil (Proprietary) Limited Moore Stephens MWM Inc. 80 000
Reporting accountants — Chaal Gas Exploration

Permit Area Moore Stephens MWM Inc. 80 000
Transfer Secretaries Link Market Services 10 000
Total 13 895 000

DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors, whose names appear in paragraph 8.1 above, collectively and individually, accept full
responsibility for the accuracy of the information given and certify that, to the best of their knowledge and
belief, there are no facts that have been omitted which would make any statement false or misleading,
and that all reasonable enquiries to ascertain such facts have been made and this Circular contains
all information required by law and the Listings Requirements.

GENERAL MEETING OF SHAREHOLDERS

A notice convening a General Meeting of SacOil Shareholders to be held in the boardroom, 119 Rosen
Office Park, 37 Invicta Road, Midrand, Gauteng on Monday, 20 September 2010 at 10:00 and a form
of proxy (yellow) for use by Certificated Shareholders and Dematerialised Shareholders with Own Name
Registration who are unable to attend the General Meeting, form part of this Circular.

Duly completed forms of proxy must be received by the Transfer Secretaries by no later than 10:00
on Thursday, 16 September 2010. Dematerialised Shareholders, other than with Own Name Registration,
must inform their CSDP or broker of their intention to attend the General Meeting and obtain the necessary
Letter of Representation from their CSDP or broker to attend the General Meeting or provide their CSDP
or broker with their voting instructions should they not be able to attend the General Meeting in Person,
but wish to be represented thereat. This must be done in terms of the agreement entered into between
the Shareholders and the CSDP or broker concerned.
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17.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the Company’s registered office
during normal office hours up to the close of business on 17 September 2010:

the memoranda and Articles of the Company and its subsidiaries;

the audited financial statements of SacOil for the year ended 28 February 2010, the eight months
ended 28 February 2009 and the year ended 30 June 2008;

the audited financial statements of SacOil (Proprietary) Limited for the three years ended
28 February 2010;

the audited financial statements of the Chaal Gas Exploration Permit Area for the three months ended
31 March 2010 and the three years ended 31 December 2009;

the SacOil Transaction Agreements;

the Block 1 Production Sharing Agreement together with the English translation thereof;
the Block 3 Production Sharing Agreement together with the English transaction thereof;
the Amendment together with the translation thereof;

the Principal Agreements;

the Farmout Agreement;

the Farmout Agreement Amendment;

the Chaal Gas Exploration Permit Area Production Sharing Agreement;

the signed report of the independent reporting accountants on the pro forma financial information
of SacOil relating to the Transactions, the text of which is included in this Circular as Annexure 2;

the signed report of the independent reporting accountants on the historical financial information
of SacOil (Proprietary) Limited for the three years ended 28 February 2010, the text of which
is included in this Circular as Annexure 5;

the signed report of the independent reporting accountants on the historical financial information
of the Chaal Gas Exploration Permit Area for the three months ended 31 March 2010 and the three
years ended 31 December 2009, the text of which is included in this Circular as Annexure 7;

the signed report of the independent expert on the Restructure and the Lonsa Corporate Finance
Advisory Mandates;

the Block 3 Rights Independent Technical Expert report, which is included in this Circular as
Annexure 11,

the Chaal Gas Exploration Permit Area Independent Technical Expert Report, which is included in this
Circular as Annexure 12;

a copy of the SacOil Share Option Scheme, a which is included in this Circular as Annexure 10;
a copy of the Lonsa Corporate Finance Advisory Mandates;

a draft copy of the amended Share Incentive Scheme, black lined for all changes made;

the professional advisers’ consent letters; and

a signed copy of this Circular, incorporating the Revised Listing Particulars.

Signed in Johannesburg on 4 September 2010 on behalf of the Board in terms of a directors’ resolution by:

R Vela
Chief Executive Officer
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Annexure 2

REPORT OF THE INDEPENDENT REPORTING ACCOUNTANTS ON THE UNAUDITED
PRO FORMA FINANCIAL INFORMATION RELATING TO THE TRANSACTIONS

“The Directors

SacOil Holdings Limited
119 Rosen Office Park
Midrand

1685

1 September 2010
Dear Sirs

INDEPENDENT REPORTING ACCOUNTANTS’ LIMITED ASSURANCE REPORT ON THE UNAUDITED
PRO FORMA FINANCIAL INFORMATION OF SACOIL HOLDINGS

Introduction

We have performed our limited assurance engagement with regard to the unaudited pro forma
financial effects, income statement and balance sheet (collectively “pro forma financial information”) of
SacOil Holdings Limited (“SacOil”) set out in paragraph 7.2 and Annexure 1 of the circular to be dated
4 September 2010 issued in connection with the restructuring of SacOil’'s proposed investment in the olil
concession rights pertaining to Block 3 and Block 1, Albertine Graben, Democratic Republic of the Congo,
the proposed acquisition by SacOil of a participating interest in the exploration permit for the Chaal Gas
Exploration Permit Area in Tunisia, a specific issue of shares for cash to Metropolitan Asset Managers Limited,
a specific issue of shares for cash to GVM Metals Administration (South Africa) (Proprietary) Limited and
the corporate finance advisory mandates in terms of which Lonsa (Proprietary) Limited acts as corporate
finance advisor to SacQil (collectively “the Transactions”).

The pro forma financial information has been prepared for purposes of complying with the Listings
Requirements of the JSE Limited (the “JSE Listings Requirements”), for illustrative purposes only, to provide
information about how the Transactions might have affected the reported financial information had the
transactions been undertaken on 1 March 2009 for income statement purposes and on 28 February 2010 for
balance sheet purposes.

Because of its nature, the unaudited pro forma financial information may not present a fair reflection of the
results of operations, financial position and changes in equity of SacQil after the Transactions.

Directors’ responsibility

The directors of SacOil are solely responsible for the compilation, contents and presentation of the unaudited
pro forma financial information contained in the circular and for the financial information from which it has
been prepared.

Their responsibility includes determining that the unaudited pro forma financial information contained in the
circular has been properly compiled on the basis stated, the basis is consistent with the accounting policies
of SacOil and the pro forma adjustments are appropriate for the purposes of the unaudited pro forma
financial information as disclosed in terms of the JSE Listings Requirements.

Reporting accountants’ responsibility

Our responsibility is to express a limited assurance conclusion on the unaudited pro forma financial
information included in the circular. We conducted our limited assurance engagement in accordance
with the International Standard on Assurance Engagements applicable to Assurance Engagements Other
Than Audits or Reviews of Historical Financial information and the Revised Guide on Pro Forma Financial
Information issued by the South African Institute of Chartered Accountants.
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This standard requires us to comply with ethical requirements and to plan and perform the assurance
engagement to obtain sufficient appropriate audit evidence to support our limited assurance conclusion,
expressed below.

We do not accept any responsibility for any reports previously given by us on any financial information used
in the compilation of the unaudited pro forma financial information beyond that owed to those to whom those
reports were addressed by us at the dates of their issue.

Sources of information and work performed

Our procedures consisted primarily of comparing the unadjusted audited historical financial information
of SacOil with the source documents, considering the pro forma adjustments in light of the accounting
policies of SacOQil, considering the evidence supporting the pro forma adjustments, recalculating the
amounts based on the information obtained and discussing the unaudited pro forma financial information
with the directors of SacOil.

In arriving at our conclusion, we have relied upon financial information prepared by the directors of SacOill
and other information from various public, financial and industry sources.

Whilst our work performed involved an analysis of the historical audited financial information and other
information provided to us, our limited assurance engagement does not constitute either an audit or review
of any of the underlying financial information undertaken in accordance with the International Standards on
Auditing or the International Standards on Review Engagements and accordingly, we do not express an audit
or review opinion.

In a limited assurance engagement the evidence-gathering procedures are more limited than for
a reasonable assurance engagement and therefore less assurance is obtained than in a reasonable
assurance engagement. We believe that our evidence obtained is sufficient and appropriate to provide
a basis for our conclusion.

Conclusion

Based on our examination of the evidence obtained, nothing has come to our attention that causes
us to believe that in terms of Sections 8.17 and 8.30 of the JSE Listings Requirements:

< the unaudited pro forma financial information has not been properly compiled on the basis stated;

e such basis is inconsistent with the accounting policies of SacOil; and

< the adjustments are not appropriate for the purposes of the unaudited pro forma financial information
as disclosed pursuant to Section 8.30 of the JSE Listings Requirements.

Yours faithfully

MOORE STEPHENS MWM INC
Chartered Accountants (SA)
Registered Auditors

per N Lazanakis
Chartered Accountant (SA)
Registered Auditor

7 West Street
Houghton, 2198”
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Annexure 3

FINANCIAL STATEMENTS FOR THE YEAR ENDED 28 FEBRUARY 2010, FOR THE
EIGHT MONTHS ENDED 28 FEBRUARY 2009 AND THE YEAR ENDED 30 JUNE 2008

The financial information presented in this annexure has been extracted from SacOil's statutory annual
financial statements which were reported on without qualification by Moore Stephens MWM Inc.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION at 30 June 2008, 28 February 2009 and

28 February 2010

28 February 28 February 30 June
Notes 2010 2009 2008
R R R
ASSETS

Non-current assets 8534 704 7708 573 5230 142
Property, plant and equipment 9 7 640 047 4 837 783 5230 142
Deferred tax asset 6 894 657 - -
Loans receivable 10 - 2870 790 -
Current assets 40 941 743 40 369 102 46 791 674
Loans receivable 10 27 866 821 27 866 821 27 866 821
Inventories 11 2 304 768 2048 152 1 454 409
Trade accounts receivable 12 3558 093 2 627 883 3730 797
Value-added Tax 183 100 834 081 1784 044
Sundry accounts receivable 13 31098 136 312 136 348
Cash and cash equivalents 14 6 997 863 6 855 853 11 819 255
Total assets 49 476 447 48 077 675 52 021 816

EQUITY AND LIABILITIES
Equity attributable to equity holders 43 330 351 41 063 905 44 425 514
Stated capital 15 83 725 538 83 725 538 83 725 538
Share based payment reserve 23 753 656 23 753 656 -
Revaluation reserves 2 300 547 - -

Accumulated loss

(66 449 390)

(66 415 289)

(39 300 024)

Non-current liability 933 505 705 972 625 972
Instalment sale obligations 18 107 533 - -
Provision for environmental rehabilitation 16 825 972 705 972 625 972
Current liabilities 5212591 6 307 798 7970 330
Trade accounts payable 1332341 3536 595 3546 156
Loans payable 17 2502 964 2502 964 2502 964
Instalment sale obligations 18 137 955 - -
Deferred tax 894 657 - -
Sundry accounts payable 344 674 268 239 921 210
Total equity and liabilities 49 476 447 48 077 675 52 021 816
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the year ended 28 February 2010, the eight months ended 28 February 2009 and the year ended

30 June 2008

28 February 28 February 30 June
Notes 2010 2009* 2008*
R R R
Revenue 31723773 20802 023 21809 929

Cost of sales

(20 210 322)

(16 395 402)

(16 960 202)

Gross profit 11513451 4 406 621 4849 727
Operating costs (10 143 939) (7849 675) (9956 821)
Results from operating activities 1 1369 512 (3443 054) (5107 094)
Investment income 2 730 995 557 421 326 536
Interest paid (13 039) (93 204) (78 320)
Net finance income 717 956 464 217 248 216
Impairment of loans receivable (3 016 226) (382 772) (5159 393)
Share-based payment expense - (23 753 656) -
Realised gain on insurance claim - - 501 055
Loss from operations (3016 226) (24 136 428) (4 658 338)
Loss for the period before tax (928 758) (27 115 265) (9517 216)
Income tax 6 894 657 - -
Loss for the period (34 101) (27 115 265) (9517 216)
Other comprehensive income
Fair value gain on revaluation of
property, plant and equipment 3195 204 - -
Income tax on other comprehensive income 6 (894 657) - -
2 300 547 - -
Total comprehensive income/(loss)
for the period 2 266 446 (27 115 265) (9517 216)
Weighted average number of shares 8 313291 614 313291614 167 592 528
Basic earnings/(loss) per share (cents) 8 0.72 (8.65) (5.68)
Diluted earnings/(loss) per share (cents) 8 0.72 (8.64) (5.68)
Headline earnings/(loss) per share (cents) 8 0.95 (8.65) (2.90)
Diluted headline earnings/(loss)
per share (cents) 8 0.95 (8.64) (2.90)

* Comparative information represents twelve months to 30 June 2008 and eight months to 28 February 2009.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the year ended 28 February 2010, the eight months ended 28 February 2009 and the year ended

30 June 2008

28 February 28 February 30 June
2010 2009* 2008*
R R R
Stated capital
Opening balance 83 725 538 83 725 538 3742749
— Transfer from share premium - - 27 152 471
— Shares issued for cash - - 54 148 090
— Expenses written off against stated capital - - (1317 772)
Closing balance 83 725 538 83 725 538 83 725 538
Share premium
Opening balance
— Transfer to stated capital - - 27 152 000
Closing balance - - (27 152 000)
Revaluation reserve
Opening balance - - -
Revaluation reserve on the revaluation of property,
plant and equipment 3195 204 - -
Deferred tax liability (894 657) - -
Closing balance 2 300 547 - -

Accumulated loss
Opening balance
Loss for the period

(66 415 289)
(34 101)

(39 300 024)
(27 115 265)

(29 782 808)
(9 517 216)

Closing balance

(66 449 390)

(66 415 289)

(39 300 024)

Share based payment reserve

Opening balance 23 753 656 - -
Share based payment expense - 23 753 656 -
Closing balance 23 753 656 23 753 656 -

* Comparative information represents twelve months to 30 June 2008 and eight months to 28 February 2009.

68



CONSOLIDATED CASH FLOW STATEMENTS

For the year ended 28 February 2010, the eight months ended 28 February 2009 and the year ended

30 June 2008

28 February 28 February 30 June
2010 2009* 2008*
R R R
Cash utilised in operating activities (275 385) (2 154 810) (6 102 030)
Finance costs (13 039) (93 204) (78 320)
Investment income 730 995 493 628 326 536
Net cash flows from operating activities 442 571 (1 754 386) (5853 814)
Additions to property, plant and equipment (262 658) (19 249) (680 641)
Proceeds from insurance claim - - 501 055
Increase in loans receivable (145 436) (3189 767) (27 866 921)
Net cash flows from investing activities (408 094) (3209 016) (28 046 507)
Increase/(Decrease) in loans payable 107 533 - (7 275 456)
Shares issued for cash net of expenses - - 52830 318
Net cash from financing activities 107 533 - 45 554 862
Net movement in cash and cash equivalents 142 010 (4 963 402) 11 654 641
Cash and cash equivalents at the beginning of the year 6 855 853 11 819 255 164 614
Cash and cash equivalents at the end of the year 6 997 863 6 855 853 11 819 255

* Comparative information represents twelve months to 30 June 2008 and eight months to 28 February 2009.
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SACOIL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 28 February 2010, the eight months ended 28 February 2009 and the year ended
30 June 2008

ACCOUNTING POLICIES

1.

70

BASIS OF PREPARATION

The annual financial statements of the Group have been prepared in compliance with International
Financial Reporting Standards (“IFRS”) as well as the AC 500 standards as issued by the Accounting
Practices Board or its successor, the listings requirements of the JSE Limited, the presentation and
disclosure requirements of International Accounting Standards (“IAS”) and the requirements of the
Companies Act of South Africa and are consistent with those of the previous reporting period. They have
been prepared on a going concern basis.

ADOPTION OF NEW AND REVISED STANDARDS

Standards affecting presentation and disclosure

The following new and revised standards have been adopted in these financial statements.
These standards do not have any significant effect on the financial statements other than the required
changes in presentation as contained in IAS 1 — Presentation of Financial Statements. Where deemed
necessary changes in relation to disclosures have been made.

Standard affecting presentation and disclosure Effective date
IAS 1 - Presentation of Financial Statements (revised) 1 January 2009
Standards adopted with no effect on the financial statements Effective date
IAS 23 — Borrowing Costs (revised) 1 January 2009
IAS 27 — Consolidation and Separate Financial Statements 1 July 2009
IAS 39 - Financial Instruments Recognition and Measurement 1 July 2009
IFRS 2 — Share-Based Payments — Vesting Conditions and Cancellations 1 January 2009
Standards, amendments and interpretations to existing standards that are
not yet effective and have not been earlier adopted by the group: Issue date
IFRIC 17 - Distributions of Non-cash Assets to Owners 27 November 2008
IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments 26 November 2009
IFRS 3 — Business Combinations 10 January 2008
IAS 27 — Consolidated and Separate Financial Statements 10 January 2008
IFRS 2 — Share-based-Payment — accounting for group cash-settled share-based
payment transactions in an individual subsidiary’s own financial statements 31 March 2011
IASB - Improvements to International Financial Reporting Standards Issued during 2008,
2009 and 2010
IAS 39 - Financial Instruments — inflation in a financial hedged item 30 July 2008
IAS 32 - Financial Instruments: Presentation 1 January 2009
IAS 24 — Related party disclosures 4 November 2009
IFRS 9 - Financial Instruments 12 November 2009

The Company is currently evaluating all of the above standards, amendments and interpretations and
will adopt those applicable in its financial year ending 28 February 2011.

The group has assessed the significance of these new standards, amendments to standards and new
interpretations, which will be applicable from 1 January 2009 and later years and concluded that they
will have no material financial impact. Currently, the company does not expect IFRS 8 to have an impact
on the geographic segments definition.



BASIS OF CONSOLIDATION

These financial statements comprise the results of SacOil and all its subsidiaries as well as the results
of the company only. The subsidiaries have the same reporting periods as that of the holding company.
The same accounting policies are used consistently for the whole group. Inter-company balances and
transactions between subsidiaries and the holding company are eliminated on consolidation.

SIGNIFICANT JUDGEMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

Use of available information and application of judgement is inherent in the formation of estimates.
Actual results in the future could differ from these estimates which may be material to the
financial statements.

Significant judgements include:

Mineral reserves that are the basis of future cash flow estimates and unit of production depreciation,
asset impairments, provision for rehabilitation and decommissioning, reclamation and closure obligations,
fair values and accounting treatment of financial instruments.

Judgement is required in determining the provision for income taxes due to the complexity of legislation.
There are many transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. The company recognises liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such differences will impact that income tax
and deferred tax provisions in the period in which such determination is made.

In preparing the financial statements management is required to make estimates and assumptions
that effect the amounts represented in the financial statements and related disclosures.

Significant estimates include:

The Company recognises the net future tax benefit related to deferred income tax assets to the extent that
it is probable that the deductible temporary differences will reverse in the foreseeable future. Assessing
the recoverability of deferred income tax assets requires the Company to make significant estimates
related to expectations of future taxable income. Estimates of taxable income are based on forecast
cash flows from operations and the application of existing tax laws in each jurisdiction. To the extent
that future cash flows and taxable income differ significantly from estimates, the ability of the Company
to realise the net deferred tax assets recorded at the end of the reporting period could be impacted.

FINANCIAL INSTRUMENTS

Financial instruments carried on the statement of Financial Position include loans, investments, cash
and cash equivalents, accounts receivable and accounts payable. All financial instruments are initially
measured at fair value. In the case of financial instruments not classified as at fair value through profit and
loss, transaction costs that are directly attributable to the acquisition or issue of the financial instrument
are added to the fair value.

5.1 Accounts receivable and loans receivable

Accounts receivable and loans originated by the company are measured at amortised cost using
the effective interest rate method.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised
cost has been incurred, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial recognition). Such impairment is accounted for
directly against the carrying amount of the asset.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss shall be reversed. The reversal shall not result in a carrying amount
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of the financial asset that exceeds what the amortised cost would have been had the impairment
not been recognised at the date the impairment is reversed. The amount of the reversal is recognised
in profit or loss.

5.2 Investments
Share investments
Share investments are classified as available for sale financial assets and are subsequently
measured at fair value. Investments are included in non-current assets unless management intends
to dispose of the investment within 12 months of the end of the reporting period. In terms of IAS 39,
fair value adjustments for the period on available for sale assets are recognised directly in equity,
through the statement of changes in equity.
Investments in subsidiaries
Group annual financial statements
The group annual financial statements include those of the holding company and its subsidiaries.
The results of the subsidiaries are included from the effective date of acquisition.
On acquisition the group recognises the subsidiary’s assets, liabilities and contingent liabilities
at fair value, except for asset classified as held-for-sale, which are recognised at fair value less
costs to sell.
Company annual financial statements
In the company’s separate annual financial statements, investments in subsidiaries are carried
at cost less any accumulated impairment.

5.3 Cash and cash equivalents
Cash and cash equivalents are measured at cost which is deemed to be the fair value as they have
a short-term maturity.

5.4 Accounts payable and loans payable
Financial liabilities are subsequently measured at amortised cost, being original debt value less
principal repayments and amortisation.

5.5 Financial assets and financial liabilities
Financial assets and financial liabilities are offset and the net amount reported in the statement
of Financial Position when the group has a legal right to set off the recognised amounts and intends
to either settle on a net basis or to realise the asset and the liability simultaneously.

5.6 Derecognition of financial assets and financial liabilities
Financial assets
Financial assets are derecognised from the statement of Financial Position when the contractual
rights expire or when the group transfers the asset and does not retain substantially all the risks and
rewards of ownership or control.
Financial liabilities
Financial liabilities are derecognised from the statement of Financial Position when the obligation
is discharged or expires.

INVENTORY

Inventories are stated at the lower of cost and net realisable value. Cost is determined by means
of the First In, First Out basis or weighted average cost basis. Costs, including an appropriate portion
of fixed and variable overhead costs, are assigned to inventories using the method most appropriate
to the particular class of inventory. Methods used are:
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11.

6.1 Raw materials are valued at the lower of cost or net realisable value;
6.2 Product in process is valued at the lower of cost or net realisable value;
6.3 Engineering stock is valued at cost on a moving average basis; and

6.4 Final products are valued at the moving average cost including materials, direct labour and
an appropriate portion of fixed and variable overhead costs.

Net realisable value is the estimated selling price less estimated costs of completion and marketing
selling and distribution costs. Provision is made for obsolete, slow moving or defective items where
appropriate.

STATED CAPITAL

Stated capital is recognised at the fair value of the Consideration received by the Company.

REVENUE RECOGNITION

Revenue is recognised at the fair value of the consideration received or receivable to the extent that

it is probable that economic benefits will flow to the group and it can be reliably measured.

8.1 Revenue
The sale of mining products is recognised when the significant risks and rewards of ownership
of the products are transferred to the buyer.

8.2 Interest income
Interest income is recognised on a time proportion : basis that takes into account the effective yield
on the asset.

8.3 Dividend income

Dividend income is recognised when the right to receive payment is established.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset
are capitalised as part of the cost of that asset. All other borrowing costs are recognised as expenses
in the period in which they occur.

DEFERRED TAXATION

Deferred tax assets or liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates that have been enacted
or substantively enacted by the statement of Financial Position date.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which the asset can be utilised.

A deferred tax asset and/or liability is recognised through equity on the potential unrealised capital
gains and/or losses from available for sale financial assets.

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

CURRENT TAX ASSETS AND LIABILITIES

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount
already paid in respect of current and prior periods exceeds the amount due for those periods,
the excess is recognised as an asset.

Current tax assets and liabilities for the current and prior period are measured at the amount expected
to be recovered from or paid to the tax authorities, using the tax rates and tax laws that have been
enacted or substantively enacted by the statement of Financial Position date.
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TAX EXPENSE
Current and deferred taxes are recognised as income or an expense and included in product or loss for
the period, except to the extent that the tax arises from:

— a transaction or event which is recognised, in the same or a different period, outside profit or loss,
either in other comprehensive income or directly in equity; or

— a business combination.
Current tax and deferred tax are recognised outside profit or loss if the tax relates to items that are

recognised, in the same or a different period, outside profit or loss. Therefore, current tax and deferred
tax that relates to items that are recognised, in the same of a different period:

— in other comprehensive income, are recognised in other comprehensive income;
— directly in equity, are recognised directly in equity.

DIVIDENDS PAYABLE

Dividends payable are recognised when the shareholder’s right to receive payment is established.

PROVISIONS

Provisions are recognised when:
— the Group has a present obligation as a result of a past event;

— itis probable that an outflow of resources embodying economic benefits will be required to settle the
obligation; and

— areliable estimate can be made of the obligation.

The amount of a provision is the present value of the expenditure expected to be required to settle
the obligation.

ENVIRONMENTAL EXPENDITURE

The Group has long-term decommissioning and rehabilitation liabilities in relation to its environmental
management plans, in compliance with current environmental and regulatory requirements.

15.1 Decommissioning costs

The provision for decommissioning represents the cost that will be incurred to rectify
environmental damage. Accordingly an asset is recognised and included in property, plant
and equipment. Decommissioning costs are provided at the present value of the costs
estimated to settle the obligation. Expert evaluation is used to estimate the quantum of such
costs. The unwinding of the decommissioning obligation is included in the income statement.
Estimated future costs of decommissioning are reviewed regularly and adjusted as appropriate
for new evidence or changes in legislation or technology. Changes in estimates are capitalised
or reversed against the relevant assets. Gains or losses on the expected disposal of mining assets
are not taken into account when estimating the costs.

15.2 Rehabilitation costs

The provision for rehabilitation represents the cost of restoring site damage after the
commencement of mining activities. Provision for costs are charged to the income statement
as a cost of production. Expert evaluation together with management judgement is used to estimate
the quantum of such costs.

16. PROPERTY PLANT AND EQUIPMENT
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The cost of an item of property, plant and equipment is recognised as an asset when:
— itis probable that the future economic benefits associated with the item will flow to the company; and
— the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.



17.

Cost include costs incurred initially to acquire or construct an item of property, plant and equipment,
the estimated dismantling costs and costs incurred subsequently to add to, replace part of, or service it.
If a replacement cost is recognised in the carrying amount of an item of property, plant and equipment,
the carrying amount of the replaced part is derecognised.

Iltems of property, plant and equipment are subsequently stated at revaluation value less accumulated
depreciation and accumulated impairment losses. Assets forming part of the long term infrastructure
of mining operations including buildings, plant and equipment, roads and dams are depreciated
evenly over the remaining useful life of the mining operation. Depreciation on mining assets begins
when it is available for use. An asset becomes available for use when it is in the location and condition
necessary for it to be capable of operating in the manner intended by management.

The evaluation value of an item of property, plant and equipment is the item’s fair value at the date
of the revaluation less any subsequent accumulated depreciation and subsequent accumulated
impairment losses.

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred
directly to retained earnings when the asset is derecognised.

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred
directly to retained earnings when the asset is used. The amount transferred is equal to the difference
between depreciation based on the revalued carrying amount and depreciation based on the original
cost of the asset.

Mineral rights and mining claims which are exploited are valued at historical cost and are amortised
over their estimated useful lives using the unit-of-production method. Mineral rights and mining claims
which are not being exploited are not amortised.

Depreciation is calculated on the straight line method to write off the cost of each asset, or the revalued
amounts, to their residual values over their estimated useful lives. The depreciation rates applicable
to each category of property plant and equipment are as follows:

Buildings 10 years
Motor vehicles 5years
Office equipment 3 years
Plant and equipment 10 years

The residual value, useful life and depreciation method of each asset are reviewed at the end
of each reporting period. If the expectations differ from previous estimates, the change is accounted
for as a change in accounting estimate.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included
in profit or loss when the item is derecognised. The gain or loss arising from the derecognition of an item
is determined as the difference between the net disposal proceeds, if any, and the carrying amount
of the item.

SHARE-BASED PAYMENTS

Certain employees and/or directors of the company, as determined by the directors, from time to time
are participants of the Share Option Scheme only if and to the extent that options are granted to such
persons pursuant to the Scheme.

Equity-settled share-based payments are measured at fair value at the date of grant in the case
of directors. In the case of transactions with employees the value of the services rendered and the
corresponding increase in equity is measured indirectly, by reference to the fair value of the equity
instruments granted. The equity-settled share-based payments are expensed to the income statement
over a straight line basis over the vesting period based on the group’s estimate of shares that will eventually
vest. Vesting conditions, other than market conditions, are not taken into account when estimating the
fair value of the share options at the grant date.
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EMPLOYEE COSTS

The Company contributes towards a defined contribution plan under which contributions are paid
to a third party. Once contributions have been made, the Company has no further payment obligation.
The contributions are recognised in profit or loss when they are due.

FOREIGN CURRENCIES

The group financial statements are prepared using their functional currency. The functional currency
is the currency of the primary economic environment in which an entity operates.

The presentation and functional currency of the group is ZAR.

Foreign currency transactions are translated into the functional currency of the entity using the exchange
rates prevailing at the dates of the transactions. Exchange differences resulting from the settlement
of such transactions and from the translation at exchange rates ruling at the end of the reporting period
of monetary assets and liabilities denominated in currencies other than the functional currency of the
entity are recognised in profit or loss.

Cash flows arising from transactions in a foreign currency are recorded in Rand by applying to the
foreign currency amount the exchange rate between the Rand and the foreign currency at the date
of the cash flow.

LEASES

A lease is classified as a finance lease if it transfers substantia