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CHAIRMANôS 

STATEMENT 

I  am pleased to present your Groupôs fourth 

set of annual results, for the 12 month period 

ending 31 March 2011. During the past 12 

months the global economy has recovered 

considerably resulting in activity in the        

resources environment approaching the level 

it was at prior to the turmoil experienced in 

late 2008.  

 

The challenging trading conditions evident in the engineering  

market last year unfortunately persisted throughout most 

of this financial year. These difficult and skittish trading 

conditions have resulted in the order book only starting to 

gain momentum towards the latter part of the 2011    

financial year. This is evidenced by the profitable position 

posted in the second half of the year. The Group has   

recently seen a significant increase in requests for project 

proposals and we remain confident of our ability to meet 

shareholder and client expectations in the medium to 

longer term.   

 

Moving ahead  

It was indicated in last yearôs report that the current year 

would be very demanding, and indeed it was. This is   

reflected in the negative earnings for the full year.      

Notwithstanding the full year loss, the successful efforts 

from our marketing are reflected in the second half of the 

yearôs positive earnings. Last year we spoke about the 

need to downsize the Group without releasing key skills in 

order to conserve our cash position; this has now been 

achieved and I am pleased to say that in the current year 

we are again increasing staff levels in order to meet the 

upturn in work load that is being experienced throughout 

the resources sector.  

 

During this busy period, management continued to focus 

on cost cutting, cash preservation as well as enhancing, 

upgrading and streamlining our systems, procedures and 

internal administration controls and also project controls.  

Our response to these realities has been to continue to 

focus our efforts in identifying opportunities to be able to 

expand the business into Africa and selected countries 

outside of Africa.   

One of these opportunities is the strategic alliance which 

MDM has formed with the Perth -based company, GR    

Engineering Ltd, which was recently listed on the        

Australian Stock Exchange. Our new business efforts are 

bearing fruit and we are seeing many requests for       

proposals across Africa, some of which have led to orders 

being placed in the DRC and Ghana.    

 

We are well aware that the year ahead will not be any less 

demanding than the current year under review as we look 

to return the Group to a profitable position; however, the 

resources sector continues to recover which bodes well for 

the forthcoming years. We are in the process of securing 

an increased order book as well as a pipeline which will 

continue to improve our earnings for the 2012 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 and given that we had low volumes of work 

until MWS Phase 2 was restarted in July 2010, I am 

reasonably satisfied with our financial performance for 

the year.   
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We alerted the market in July 2010 that our project    

pipeline had shifted from that time towards the 31 March 

2012 year. Despite the conditions experienced in the past 

year, we have achieved revenue of US$ 20.8 million 

(2010: US $ 33.2 million) and managed to limit the Group 

to a loss before tax of US$ 2.1 million for the full year. We 

however managed to retain a strong balance sheet   cou-

pled with an increase in our cash  position from US$ 10.0 

to US$ 17.8 million over the last year.   

 

Notwithstanding the subdued trading position, the Board 

has decided to maintain MDMôs dividend policy and declare 

a final cash dividend of US3.00 cents per share, taking the 

full year dividend to US3.50 cents per share (2010: US4.60 cents) . 

 
Stability  

The foundation of MDMôs strategic vision is to deliver   

services to our clients on time, within budget and to do it 

safely whilst paying proper attention to the environment in 

which we operate. Exceeding client expectations drives our 

business model. This is evidenced by the current Mine 

Waste Solutions 650,000 tonnes per month Phase 2 gold 

project which was completed ahead of schedule on a very 

tight timeline and within budget.  

 

Safety comprises a core tenet of the services we offer, 

both in terms of the design and construction of our 

projects. Operating in a mining and construction environment  

is potentially a risky proposition and we strive to ensure 

that all our employees, whether full time or contractors,  

work in a safe and responsible manner. Once again, 

having worked 3,034,974 project man hours, we 

have had an outstanding year on safety with only two 

minor incidents to report,  resulting in a lost time injury 

frequency rate of 0.13 . 

 

Our strategic focus is on stability within our operations. 

Despite the staff reduction which the Group went through 

last year, I am pleased to report, as mentioned in my 

opening paragraph, that we are moving ahead and have 

recently increased our staff levels to ensure that we keep 

pace with the current and forthcoming demand and workload  

with which we are engaged.   

Our critical skills turnover rate remains at an acceptable 

level for this type of industry. We are well placed to cope 

with the current order book increase as well as the execution  

of project awards which we are currently experiencing. 

Morale levels within the Group remain excellent and we 

are well positioned for  the increased project activity.   

 

MDM is fortunate to have a healthy cash balance. We will 

continue to conserve cash during the next financial year 

whilst we concentrate our resources on further increasing 

our order book. The management team has done well over 

the latter part of the 2011 financial year to get the order 

book close to levels experienced in 2008. This has been 

achieved through active marketing together with an increased  

appetite by mining companies to continue with studies 

and projects .  

 

Thank you  

I would like to take this opportunity to thank my fellow 

board members as well as the entire staff under the able 

leadership of Martin Smith, for all the hard work and dedication  

that they have put in over the last year. Martin, who has 

been with us a full year now, has settled in and made   

appropriate improvements in the companiesô technical, 

project management and human resources areas. Despite 

the disappointing financial performance we have had, I 

believe we are in a stronger position to take on the year 

ahead, and I look forward to leading the team into what I 

believe will be a more prosperous year for all stakeholders.  

 

Prospects  

We have emerged from a difficult year having made sound 

progress in creating a platform for a promising future. The 

quality, commitment and resilience of our people provide 

the vital key to our prosperous future. Clients have become 

appropriately more cost sensitive and hence the engineering  

industry has found itself relooking at margins and the way 

business is being done. I have no doubt that, with the enhanced  

systems, procedures and controls the Group has implemented,  

we are well placed to thrive and yet remain competitive.  

 

Bill Nairn  

Non - Executive Chairman  

20 June 2011  

Chairmanôs statement continued... 
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MDM Engineering Group Limited (ñMDMò) has 

commenced securing a significant order book to 

return to profitability in FY2012. The financial 

year ending 31 March 2011, was plagued with 

market uncertainty caused by the global financial 

crisis, resulting in a reduced workload and      

operating loss for the first six months of the   

financial year before returning to profitability for 

the second half of the year. Cash resources     

increased to US$ 17.8 million from US$ 10.0   

million for the FY2011.  

MDM is now well  positioned with an established project 

pipeline for the next two years with several additional 

projects under review.  

MDM is back on track  

MDMôs project pipeline has recovered in the last quarter of 

FY2011 and continues to improve with successive awards 

in the new financial year. Some of the execution contracts 

awarded include the Kalagadi Umtu manganese project in 

the Northern Cape, South Africa; expansion of the    

crushing plant for Gold Fieldsô Tarkwa project in Ghana 

and designing and building a two million tonne per annum 

Dense Media Separation plant (ñDMSò) for Eurasian    

Natural Resources Corporationôs (ñENRCò) Comid® S.P.R.L. 

(ñComid®ò) copper resource in the Democratic Republic of 

Congo (ñDRCò). Various new or expanded studies have 

been initiated for Metorex Limited and ENRC. It is notable 

that these projects cover a broad spectrum of products 

and technologies.  

The successful completion of First Uraniumôs Mine Waste 

Solutions phase 2 gold tailings retreatment plant, one 

month ahead of schedule and within budget, demonstrates 

that our capabilities and systems have grown to execute 

significant projects. This plant with a designed throughput 

of 650,000 tonnes per month, combined with Phase 1b 

also constructed by MDM, makes it one of the largest  

tailings retreatment processing facilities of its kind in the 

world. MDM was responsible for the design, construction 

and commissioning of the plant on a turnkey basis.  

With safety our first priority, apart from two unnecessary 

material handling related injuries we are pleased to report 

that this project was executed without any other incidents.  

 

On the back of the recovery, MDM invested in gearing for 

execution excellence by implementing international best 

practices used in the engineering services industry. We 

have structured the Company to enhance the operational 

functional areas with strong experienced management, 

world class systems, dedicated regional project teams and 

the continued MDM safety focus, implementing our ñZero 

Harmò policy on projects to protect our employees and  

contractors from injury.  

MDM has the metallurgical expertise to address our clientsô 

needs in gold, uranium, platinum, base metals and mineral 

processing. Our process engineers have experience in most 

commodities which allows us to work with our clients in 

integrated teams and design ñfit for purposeò plants within 

their budget requirements.  

 

 

CEOôS 

REVIEW 


