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CHAI RMANOG S

STATEMENT

I am pleased to present your

results, for the 12 month period ending 31 March
2010. The past 12 months has not seen the global
economy recover as anticipated and has had its
challenges; notwithstanding this, numerous
requests  for project proposals have recently been
received by the Group. We remain confident of our
ability to meet shareholder and client expectations

in the medium to longer term.

A muted commodities market

Our progress over the year has to be viewed against the
backdrop of the continued turmoil following the global
economic crisis that took place more than 18 months ago,
with the recovery taking longer than was anticipated.
Projects that had been on the cards have been placed on
hold or completely suspended for now. There has been
some downsizing by companies creating turmoil and
associated job losses. Financing for capital projects has
proved to be difficult to obtain, creating further strain in
an already stressed market. The economic meltdown has
impacted the engineering industry in that potential clients
have been taking longer to evaluate and approve projects.
Whilst MDM has not escaped the negative effects of the
global meltdown, management focussed on cost cutting,
cash preservation and reinforcing its skills base to ensure
that we remain competitive and well positioned for our

long term growth.

In February 2010, FIU suspended both of its MWS projects
due to a lack of funding, a situation which that company
has subsequently resolved. Whilst we are finalising
contractual details to return to site at MWS, we have also
intensified our efforts to add to the order book. Earnings
from the project pipeline have shifted from the current

year to the 2012 financial year.

Grlo

We are well aware that the year ahead will be demanding
as we notified to the market early July 2010, but we are
optimistic that with our marketing and business develop-
ment campaign, we will secure a substantial project
pipeline and improve our earnings by the end of the 2011
financial year. We believe that the flexibility that our
Engineering, Procurement, Construction Management
(EPCM) business model offers puts MDM in a strong

position to operate in the current challenging environment.

Given the stressed environment in which we have operated, |

am not too dissatisfied with our financial performance for the

year. We have alerted the market to our revised earnings
estimates for the year to March 2010, mainly as a result of
the suspension of the MWS projects and the final settlement of

the Ezulwini project, both with First Uranium Corporation

Limited. Despite the conditions experienced in the past

MDM&és concerted marketing campai g%ear,swg Qam%acr}ieged Begenuﬁ 8%%33?126“”"0” (2009:

off as evidenced by the number of requests received for
new proposals. In addition to the continuation of the MWS
Phase 2 project, we have been awarded five studies which

we expect to be able to announce in the near future.

$36.0 million). Profit for the year of US$3.5 million is
below market expectations and represents a 56%
decrease on the previous financial period (2009: US$7.8

million).
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Chairmands statement con

Notwithstanding the subdued trading position and in the Welcome and Thank you

. I ) o | am delighted to take this opportunity to welcome Martin
belief that we will increase our project pipeline, the Board
) o . ) Smith, our new Chief Executive Officer who was appointed
has decided to maintain the dividend policy of 50% and
. o in March 2010. | have no doubt that with his considerable
declare a final cash dividend of US0.85 cents per share,
) » industry experience and enthusiasm he will add tremendous
taking the full year dividend to US4.60 cents per share

value and continue to lead MDM along a growth path. In
(2009: US11.25cents).

the short time that Martin has been with the Company we

have already benefitted from his sound leadership and ability
Stabilit
y to communicate effectively with both staff and client
The foundation of MDMés strategic vision has been under -

groups.
pinned by our ability to deliver services to our clients on
time and within budget. Exceeding their expectations
drives our business model. Further to this | would also like to welcome Mark Clarence

who has been appointed as the new General Manager of

. . projects to strengthen MDM6s execu
Safety comprises a core tenet of the services we offer,

. ) . has been appointed to the project execution side of the
both in terms of the design and construction of our

. . . o ) business and will improve the internal project controls
projects. Operating in a mining and construction

. ) ) . . ensuring reduced risk and exposure to both the client and
environment is potentially a risky proposition and we

. the company.
strive to ensure that all our employees, whether full

time or contractors, work in a safe and responsible

Lastly | would like to thank our out -going Chief Executive
manner. Our safety performance for the year has once

. . . . . Officer Grant Lowman for his hard work and dedication
again been outstanding with no accidents or lost -time

L Lo . since the Company became listed on AIM.
injuries for the year, achieving just under three million

man hours on all sites.
Prospects

) ) - . ) The year under review has proved to be challenging and
Our strategic focus is on stability within our operations.
the forecast for 2011 remains equally demanding for the
Despite our expansion over the last few years, we have
Group. We are however dedicated to increasing share-
had to reduce staff numbers mainly as a result of premature . .
holder value and creating growth for our clients. Our

suspension of some projects. However, the reduction is . .
technology knowhow and project management experience

primarily in non -critical skills areas. Our critical skills . . .
are essential contributors to the industry. We therefore

turnover rate remains at an acceptable level for this type . R . . . .
remain optimistic that with the improving commodity cycle

of industry. We can therefore easily cope with an order .
we are well -placed to thrive.
book increase as well as execution project awards. Morale
levels within the Group remain excellent and we are
looking forward  to increased project activity. Bill Nairn
Non -executive Chairman
MDM is fortunate to have a healthy cash balance. We will 13th July 2010
continue to conserve cash during the next financial year
whilst we concentrate on growing our order book. | have
no doubt that the management team which we have built
over the last few years is more than capable of maintaining

stability and securing a strong project pipeline.
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CEOOG6 S

REVIEW

MDM demonstrated resilience during the 12
month period ending 31 March 2010 by
conserving its cash reserves and maintaining
a steady workload through what has been a

stressed market.

Managing through challenging times.

In spite of the global economic crisis and reduced activity
in the project market over the last 12 months, MDM has
used the time to strengthen its execution capability by
recruiting key management and technical resources,
cutting costs but at the same time enhancing internal
processes which will ensure more effective project delivery
for our clients into the future.

The Groupbés organic growth has
general caution in the market, mostly related to securing

of project funding. However, given the sustained interest
being shown in MDMés services,
the project pipeline should recover towards the latter part

of the 2011 financial reporting period and indeed there are

already signs of this happening with increased requests for
feasibility studies and project execution tenders being

received.

The MDM board has decided to maintain its 50% dividend
policy and we are therefore pleased to declare a final cash

dividend of US0.85 cents per share.

Financial overview

Revenues, which fell 7.8% to $33.2m (2009: $36.0

million), and resultant profits were adversely impacted
by the suspension of First
(AFI UO) Mi ne Waste Solutions

projects in February 2010, whilst the award of the
Kalagadi Umtu manganese project has been delayed

since January 2010.

Gross margin achieved was 30.5% against 46.4% for the
prior year. This was due to an increase in the revenue and
costs from labour brokers passed through the MDM profit

and loss account as well as the US$ 2.1 million cost

Uraniu

been

the |Direc

t he

incurred on
was reported in May 2010. The labour component increased
from US$ 7.7 million in 2009 to US$ 10.3 million in 2010.
The underlying gross profit margin, excluding these
adjustments, was 53.3% against 59.2% for the prior
year with the reduction in margin reflecting the tough

conditions being experienced in the market.

The Group maintained operating costs at US$ 6.2 million

(2009: US$ 6.2 million).

Whilst cash resources have reduced from US$ 14.0 million
at 31 March 2009 to US$ 10.1 million at 31 l\éa[ch 2010,
m Corporation LI mitedos

Lt irectors believe that thjs, contipues_to represent a
(nR)FV\Pé%S lf:’lhase ib E 2 P
sound base from which to operate the business.

Safety performance a priority

MDM achieved 2,796,221 LTI free man
2010 financial year, having had no lost time injuries and
peak site manpower strength
Phase 1b & 2 projects. Safety is of primary importance to
MDM in the design and execution of our projects and also in

our office environment.
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The management team continuously strive to create
awareness by implementing best practices and further
demonstrates this in our MDM Charter which subscribes to

zero harm in all facets of our business.

Execution projects
During most of FY2010 MDM continued with the execution
Fl MWS 1b & 2

projects with combined project values of US$450 million.

of Uods Phase

Unfortunately, FIU experienced delays with the approval of
their operating permits as well as funding constraints,

subsequently suspending all projects in February 2010.

MDM is committed to long term relationships with our
clients and supporting them through difficult times.
Consequently we are pleased to say that FIU has recovered
from their constraints, and both parties are proceeding
with the completion of MWS Phase 2 project in August
2010.

On MWS Phase 1b, which had also been suspended, we

are engaged with the close
plant has been commissioned and is producing above the
design capacity. The uranium plant will be completed at a

later stage when the uranium price has recovered.

We are disappointed in the delayed award of Kalahari

Re s o ur Kaagaii Umtu manganese EPCM contract,

since we completed the
and subsequently the front end engineering (FEED) work
late last year. The client has awarded the earthworks
contract as well as the sinter plant contract, as these are

on the critical path to complete the project on time.

Project studies

MDM is currently involved in various study phases of
projects  which will form part of our anticipated project
pipeline, although, as described below, the phasing of
these projects has been deferred to the latter part of the
2011 financial year. Some of these are gold studies which
are intended to be fast tracked to take advantage of the

favourable gold price.
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Bankabl e

CEOOGs review

On Gold Fields Limitedés (fAGold

retreatment project we are undertaking the staged BFS due

for completion in August 2010, with the intention of

proceeding to execution in early 2011, subject to final
approval by the Gold Fields board. We have secured studies
from Uranex NL (Manyoni uranium) and are in the process
of concluding five further study awards for gold, platinum,

and wuranium

gol d
manganese and copper

expansion

projects. These studies, although
not major contributors to revenue during the study phase,
will provide us with long term execution workloads in Africa

and South Africa.

Board, management and key appointments

In addition to my appointment by the MDM board as new
CEO in March 2010, Mark Clarence has been appointed to
take over the position as General Manager of projects. Both
Mark and | come with significant industry experience on big
projects in engineering, construction and overall project

execution.

MDM has also employed additional lead process engineers
in late 2009 to enhance our in -house capability related to
hydro -metallurgical process plants in base metals, gold and
uranium commodities. This will enhance our capacity to

take part in multiple large projects.

Commodities and future prospects
We believe commodities markets have sufficiently recovered
to encourage the development of new growth projects as
f\/\f’elf"aé iimBré)vilnd cép)écitysottjtﬁhtdoy exis(tirrb Blgntgfgcﬂities.
This pattern is particularly true for gold. The uranium price
has been depressed but our clients believe this will recover
in the medium term. We have also detected renewed interest
in copper and cobalt projects and received enquiries related

to platinum; this is a welcome sign of market recovery.

The Company generates revenue both from the recovery of
man hours and an agreed margin on the total contract cost

for execution projects.

cont
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CEO6s review continued.

The pipeline of execution projects for which MDM has been Our strategy going forward is to expand our client base and
mandated at the current time, suggests that the earnings geographical work area, including African countries where
for the financial year to March 2011 will be materially MDM has been historically well recognised for successful
lower than previous market expectations. Certain of the execution of projects.

execution projects which we had believed would take

place during the year have been deferred and are likely to Our differentiator is found in the personal attention given
begin late in the financial year, with the bulk of the financial to our <clientsd needs, providing se
benefit to the Company passing into the financial year to both their output requirements and the environment. This
March 2012. The renewed interest we have experienced in approach is validated by repeat business with clients over
engaging MDM6s services, however manymeasnas wetl asanterestvghowm by enew clients. We
confident of a recovery in the Cdhavue hadhiétericaksueess withdath jwoor &nd large
flows along with the studies which are already being mining houses and will continue to service this market.
commissioned by MDMbés clients.
Martin Smith

Strategy going forward
MDMbés short term strategy to compgwefeExeule]mfFeoﬁlce
13th July 2010

These market
conditions is to maintain a cost sensitive approach to

secure a healthy project pipeline for the future.

Our short term goals are to:

q Continue to preserve cash

9 Reduce costs by managing appropriate staff
levels

T Reduce overhead expenses as far as possible

T Continue strengthening project execution

capability and capacity

T Improve efficiency by upgrading internal
processes and infrastructure

1 Continue relationship management and
marketing initiatives

T Create a strong project execution pipeline to

complement existing work

n MDM ENGINEERING ANNUAL REPORT 2010
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BOARD OF

DIRECTORS

EXECUTIVE

MARTIN SMITH & Chief Executive Officer (45)

B.Eng (Electrical), PR Eng and Government competence certificate

Martin was appointed Chief Executive Officer of MDM in March 2010.

Martin began his career with Sasol Limited as a bursary holder. After 14

years, he moved to Grinaker ~ -LTA Construction, the South African based
mining and engineering group, where, between 1995 and 2007, he was
involved in the engineering, construction and commissioning of a typical
Saldanha Steel plant in the Cape Province along with a range of major

mining projects across Mozambique, Zambia, Botswana and Namibia.

His last position was that of Managing Director, Sub -Saharan Region for
Bateman Engineering Limited

Martin graduated with a B.Eng. from the University of Pretoria in 1987.

GEORGE BENNETT & Executive Director (49)
Member of the Johannesburg Stock Exchange

George has al most 20 yearsb6 experience
industry, originally as a partner of Fergusson Bros, then Simpson

McKie before its acquisition by HSBC. Previously the Head of Mining

Research Sales and Director of HSBC (South Africa), George is also a

Member of the Johannesburg Stock Exchange. He became CEO of

Shanta Gold in September 2004, which he successfully listed on the

London Stock Exchange (AIM) in July 2005.

George resigned from Shanta Gold after forming MDM with Mike Nunn in
February 2006.

DOMINIQUE DE LA ROCHE 0 Financial Director (42)
B.Compt (Acc) Hons, CA (SA), Higher Diploma in Taxation

Dominique was appointed finance director of MDM in October 2008.

A Chartered Accountant, Dominique completed his articles at Price
Waterhouse and began his career at Anglogold. Dominique has also
worked at various financial levels of local and international listed companies
within the mining, manufacturing and banking sectors with his last
position being Chief Financial Officer of a diamond mining company
listed on the Johannesburg Stock Exchange and Toronto Stock Exchange.




