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This commentary relates to the financial year ended 30 June 2024
(“the year-end”). The year ended 30 June 2023 (“the comparative year”)
is used to compare the performance indicators mentioned below.
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Key features of the results and outlook

» Operations successfully resumed: Operations resumed
in February 2024, boosting coal production efficiency.

» Cost efficiency improved: New mining contract reduces
costs by 25%.

» Safety and environmental excellence: Zero lost time injuries
(“LTIs”) maintained and the achievement recognised by
the Botswana Chamber of Mines.

» Customer re-entry progress: Regained key customers,
with ongoing discussions for major contracts.

» Positive coal market trends: Global coal prices are
improving, enabling the strengthening of Minergy’s
market position.
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Strategic adjustments

Minergy is in the midst of a significant transformation,
strategically and operationally. Previously, operational
disruptions presented challenges, precipitating this

new strategic and operational drive towards business
improvement. The implementation of the strategic
turnaround plan is well underway, showing early signs

of progress that position the company for operational
stabilisation and a successful turnaround. Key focus

areas, such as establishing robust strategic partnerships,
improvement of efficiencies, production, strengthening
customer relationships, and optimising the capital structure,
are currently being addressed with a measure of vigour and
persistence. As these initiatives take hold, the company has
a strong potential to achieve its financial goals and emerge
stronger in the coming years, with a positive outlook for
the coming financial year.

Health, safety, environment
and community

Minergy has maintained an exceptional safety record,
with no LTls or reportable incidents during the financial
year, preserving our ZERO LTI frequency rate. The
Botswana Chamber of Mines recognised this dedication
with two accolades.

In our ongoing environmental efforts, Minergy is collaborating
with the mining contractor to explore an environmentally
friendly chemical dust suppression solution along the road
to Lentsweletau, addressing community concerns related to
truck traffic dust. This is an interim solution whilst plans for
the upgrade of the mine access road are being finalised.

Operational update

The previous mining contractor unilaterally ceased
production, leading to the termination of their contract.
This disruption significantly impacted operations as

the search for a new contractor commenced. It also
compounded the financial challenges in the 2023/24
financial year and resulted in six months of lost revenue.
After a thorough selection process, a new mining contractor,
Meropa Resources, has been appointed and successfully
onboarded. With this transition now complete, there are high
expectations for improved cost savings, which are already
coming through, and a return to nameplate capacity.

Meropa Resources is a consortium of local and citizen
owned mining companies, not only successfully resuming
operations at Masama Coal Mine, but also changing the
landscape of coal contract mining in the country, through
the establishment of local contract mining and diversifying
the contract mining landscape in the country.

Subsequent to the procurement process leading to the
appointment of the mining contractor, the following key
milestones have been reached leading to the now stable
production environment:

» Heads of Terms and Term Sheet negotiation and sign off:
27 November 2023
» Personnel recruitment and staff onboarding:
3 January 2024
« Site establishment: 12 January 2024
» Resumption of mining activities
o First overburden blast and waste stripping:
23 February 2024
o First coal blast and Run-of-Mine (“ROM”) coal
production: 26 March 2024
» First coal sales: 1 April 2024
« Full mining contract sign off: 16 August 2024

Steady state production was envisaged for June 2024 but
this has not been achieved due to slower than anticipated
market offtake. However, the production capability to ramp
up to steady state is now in place. The new operational
processes have resulted in efficiency gains that improve
mining costs as planned, marking a critical step towards
entrenching profitability.

Marketing and sales activities are gaining momentum, with
earnest customer discoveries and offtakes commencing
in May 2024. This followed coal production through the
processing plant during the month of April, enabling
several coal product trials by customers to assure
themselves of the quality. The combination of improved
operational efficiencies and the development of new
market opportunities positions Minergy for a stronger
financial performance in the new financial year.

Financial review

The financial results mirror the difficult operational year that
saw close to six months of lack of mining and substantial
sales. The transition to a new mining contractor is complete,
with full production capacity expected by November 2024,
following current market offtake trends. Minergy’s strategic
turnaround plan involved securing substantial funding from
the Minerals Development Company Botswana (“MDCB”) to
stabilise operations and to ensure Minergy is positioned as a
low cost operator into the future. However, the stoppage of
production during the transition has had a profound impact
on the financial results for the financial year.
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Statement of financial position
as at 30 June 2024

Figures in Pula

2023

Assets

Non-current assets

Property, plant and equipment 471 828 271 547 862 810

Deferred tax asset 195 625 830 144 807 616
667 454 100 692 670 426

Current assets

Inventories 126 369 239 118 604 878

Trade and other receivables 31266 373 57 243 499

Cash and cash equivalents 2 359 106 13188532
159994718 189 036 909

Total assets 827 448819 881707 335

Equity and liabilities

Capital and reserves

Stated capital 165563 026 165 563 026

Accumulated loss (703703 191) (515264 079)

Other reserves 58 748 380 31076 451

Equity attributable to owners of the parent (479 391 785) (318 624 602)

Total equity (479 391 785) (318 624 602)

Non-current liabilities

Rehabilitation provision 170997 476 243583 293

Borrowings 955 850 219 547 725 045

1126 847 695 791 308 338

Current liabilities

Borrowings 76 827 061 181278 607

Trade and other payables 101002 313 225581457

Current tax liabilities 2163535 2 163 535
179 992 909 409 023 599

Total liabilities 1306 840 603 1200 331937

Total equity and liabilities 827 448819 881707 335

Property, plant, and equipment (PPE): The PPE decreased by 14% as a result of revising the mining provision for rehabilitation.
The reduced expected cost is now reflected in the mining asset. During the year, additions were made to establishing the

Meropa Resources site and ongoing investment occurred in re-establishing production.

Trade and other receivables: The trade and other receivables decreased by 45% compared to the previous year. This
decrease is a result of the stoppage of mining activities during transition of the mining contract and the resultant sharp

decline in sales.

Borrowings: The company’s long-term borrowings increased by 42% compared to the previous year. This increase was due to
the new loans obtained from the MDCB to meet its financial obligations during the turnaround. As a result, the debt-to-equity
ratio has also increased. As part of the strategic turnaround, the company is currently reviewing and restructuring its capital
structure, with the intention of optimising the debt-to-equity ratio.

Trade and other payables: Trade and other payables decreased by 55% year-on-year, primarily due to the settlement of the
previous mining contractor account using the funds secured from the MDCB. This reflects the company’s focus on clearing
outstanding obligations, although this has been achieved at the cost of increased borrowing and financial leverage.
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Statement of comprehensive income
for the year ended 30 June 2024

Figures in Pula 2023

Revenue 97 189475 512 540 399
Cost of sales (202 329 199) (558 665 431)
Gross loss (105 139 724) (46 125 032)
Other income 48 730402 16 089 302
Operating expenses (13204 975) (22 154 346)
Operating (loss)/profit (69 614 297) (52 190 076)
Finance income 57 155 232 500
Finance costs (169 700 183) (124 230 507)
(Loss)/profit before income tax (239 257 325) (176 188 083)
Income tax 50818213 37 344877
(Loss)/profit for the year (188439112) (138 843 206)
Other comprehensive income for the year — —
Total comprehensive loss for the year (188 439 112) (138 843 206)
Loss per share (thebe) (40.10) (29.54)
Diluted loss per share (thebe) (40.10) (29.54)

Revenue: Revenue decreased significantly year-on-year, with an 81% reduction compared to the previous year. This steep
decline was primarily due to operational disruptions and the subsequent contractor transition period, during which coal
sales activity was minimal. The loss of major customers and the delay in resuming full production under the new contractor
further exacerbated the situation, highlighting the severe impact of these operational challenges. Minergy is singularly
focused on implementing strategic initiatives to stimulate growth and improve performance in the coming year.

Cost of sales: The cost of sales decreased by 64% year on year. This reduction is indicative of decreased production activity
due to operational downtime. The continued fixed costs, in the face of declining revenue, put a strain on the company’s cashflows,
necessitating further borrowing that enabled the ongoing business transition.

Other income: The increase in other income is attributable to non-operational gains arising from the final settlement
of the outgoing mining contractor’s account.

Operating expenses: Operating expenses were 40% lower year-on-year, largely due to the reduced scale of operations.
Certain unfilled key management positions, are currently being supported by seconded staff from the MDCB.

Finance costs: Finance costs increased by 37% year-on-year, driven by the highly leveraged capital structure and the
additional debt as highlighted.

Net profit/loss: The company’s net loss before tax, increased by 36% year-on-year. This was mainly due to a significant
decline in revenue and higher finance costs. The decrease in the year-on-year net profit shows the combined impact of
operational disruptions, increased financing costs, and the delayed recovery in sales, all of which reflect the challenging
operating environment during the financial year.
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Statement of changes in equity

for the year ended 30 June 2024

Stated Accumulated Other Total
Figures in Pula capital loss reserves equity
Group
Balance at 1 July 2022 165563 026 (376 420 873) 30578 264 (180279 583)
Total comprehensive loss — (138 843 206) — (138 843 206)
Transactions — owners in their capacity as owners of equity
Subscription for shares — — — —
Share issuance costs on subscription — — — —
Borrowings — conversion option reserve — — — —
Share-based payment expense — — 498 187 498 187
Balance at 1 July 2023 165563 026 (515 264 079) 31076 451 (318624 602)
Total comprehensive loss — (188439 112) — (188439 112)
Transactions — owners in their capacity as owners of equity
Subscription for shares — — — —
Share issuance costs on subscription — — — —
Borrowings — conversion option reserve — — 27 486 074 27 486 074
Share-based payment expense — — 185 855 185 855
Balance at 30 June 2023 165563 026 (703 703 191) 58 748 380 (479 391 785)

Statement of cash flows

for the year ended 30 June 2024

Figures in Pula

Cash flows from operating activities

2023

Cash utilised in operations (168 178 470) 5229964
Finance costs paid (5480 736) (9690 463)
Tax paid — (815 581)
Net cash used in operating activities (173 659 206) (5276 080)
Cash flows from investing activities

Purchase of property, plant and equipment (17 077 544) (38205 138)
Finance income 57 155 232 500
Net cash utilised in investing activities (17 020 389) (37 972 638)
Cash flows from financing activities

Proceeds from borrowings 379000 000 63832 275
Repayment of borrowings (199 149 831) (16 551 348)
Net cash from financing activities 179 850 169 47 280927
Total cash movement for the period (10 829 426) 4032210
Cash at the beginning of the period 13 188 532 9156 322
Total cash at end of the period 2359 106 13188532

The operating cash flow was negative at BWP168 million for the current year, reflecting the impact of reduced sales and the
ongoing need to cover operational expenses during a year of reduced production. The negative cash flow underlines the
liquidity challenges the company faced. Cash outflows for investing activities were primarily related to the acquisition of
PPE, with slightly reduced investment levels due to constrained resources. The positive cash flow from financing activities
increased year-on-year, driven by additional borrowings from the MDCB, highlighting the company’s increased reliance on

external debt to fund operations during the challenging turnaround period.
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Market conditions and outlook

As highlighted, re-entry into the market has been gradual,
particularly within the cement manufacturing sector, which
is the primary consumer of duff coal. Despite the initial slow
pace, Minergy Coal has made significant strides in gaining
new customers and some success in regaining its customer
base. This is primarily supported by the quality of coal and
renewed availability of product. Customers are resuming
off-takes increasingly as the new financial year progresses,
with an expectation of additional customers to re-engage by
September 2024. This positive trend suggests stabilisation
and recovery in this crucial market segment.

In parallel, Minergy is engaged in focused discussions with
long term offtake customers in the regional power sector, as
well as project developers looking at utilisation of unwashed
Minergy coal products at mine mouth. Minergy continues
to ensure operational stability during this period to solidify
these potential long-term supply agreements, which would
significantly enhance the company’s market position.

Global coal prices have trended largely above the long term
average price of USD85, presenting reasonably favourable
conditions for Minergy and other producers, albeit these
prices are nowhere near the record levels seen in 2022.

As of 14 August 2024, globally traded coal prices have
edged upwards from an average of USD100/ton to USD117
(AP14)/ton, reflecting a robust resurgence in the market.
This price increase bolsters confidence in offshore exports
and positively impacts inland market prices, where Minergy
primarily operates. While the offshore market is promising,
Minergy plans to capitalise on these opportunities.

Looking ahead, Minergy is well-positioned to take advantage
of these market developments. The combination of regaining
key customers, potential long-term contracts, and favourable
global price trends offer a solid foundation for growth and
profitability in the upcoming months. The company is working
towards unveiling its long term resource development plan
for the life of the mineg, five year corporate strategy for the
period 2025-2029, all shored by a new Business Operating
Model (“BOM”) that is designed to deliver the strategic goals
determined in these medium and long term plans.

The stabilisation and turnaround plan shores up Minergy’s
going concern status despite the challenges mentioned above
and the increased debt. Management assures shareholders
and all stakeholders that the focus on ensuring a sustainable,
viable and thriving coal operation as part of the growing
base load energy industry in Botswana and the region

is at the centre of our business pursuits.

Change in Board of Directors

During the year under review, Morné du Plessis resigned
from the Board in August 2023.

Contingent liability

The Company has provided securities in the normal course
of business for the subsidiary’s funding facilities.

Basis of preparation

The consolidated group financial statements have been
prepared in accordance with the framework, concepts, and
measurement and recognition requirements of International
Financial Reporting Standards (“IFRS”) and financial
pronouncements as issued by the International Accounting
Standards Board. The signed audit report of the independent
auditor on the summary financial statements is presented as
a separate attachment to this announcement. The audited
full-year consolidated financial statements were prepared by
the Acting CFO, Julius Ayo (Bachelor of Accounting (“BACC”)
and the Association of Certified Chartered Accountants
("ACCA")) and approved by the Board of Directors on

20 September 2024. The accounting policies adopted

are consistent with those of the previous financial year.

Appreciation

Management expresses its gratitude to its customers, service
providers, funders, employees and all other stakeholders
for their continued support and valuable contributions to
the organisation during this turnaround period.

By order of the Board
20 September 2024
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Corporate information

Registration number
BW00001542791

Registered office

and business address
Minergy Limited

Unit 2, Ground Floor, Building 3
Pinnacle Park, Setlhoa

Plot 75782

Gaborone, Botswana

Tel: +267 397 2891
Fax: +267 397 2893

Postal address
PO Box 2330 ABG
Broadhurst
Gaborone, Botswana

Company secretary

Desert Secretarial Services (Pty) Ltd

Tel: +267 7329 7384

Website

www.minergycoal.com

Stockbrokers

Imara Capital Securities (Pty) Ltd

Transfer secretaries

o

Central Securities Depository of Botswana

BSE Sponsor
Corpserve Botswana
Tel: +267 393 2244

Attorneys
Akheel Jinabhai & Associates

Bankers
RMB Botswana

Auditors

Grant Thornton (Botswana)

. Certified auditors of public interest entities

Corporate and general information

General information

Country of incorporation and domicile
Botswana

Nature of the business

The Group is invested in the exploration, development,
mining and trading of sized thermal coal, primarily for
sale into the industrial market. The quality and size of
the Minergy coal resource is suitable to expand into the
supply of coal for the power generation sector and for
seaborne export.

Directors
M Morulane
L Tumelo

C Kgosidiile
M T Malema
J Ayo
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