AG(SA) Public Entities

SA Diamond Board

1999

AG06553

ASPITOR-@E Nl;lA.L

OF WHE
AUDITOR-GENERAL
ON W
FENANCIAL STATEMENTS OF THE
SOUTH AFRICAN DIAMOND BOARD
rOR

THE YEAR ENDED 31 MARCH 1999

PUBNEMED BY ASBAORTY
RP &3 2990
SBN 0424 - 29996

&



AUDITOR- -GENERAL

AUDITOR GENERAL
2006 -12- - &
LIBRARY
OF THE
AUDITOR-GENERAL
ON THE

FINANCIAL STATEMENTS OF THE
SOUTH AFRICAN DIAMOND BOARD

FOR
THE YEAR ENDED 31 MARCH 1999

FLBUSHED By ALTTHORITY

DITOR - GENERAL
ATD Y lBRARY



SOUTE AFRICAN DIAMOND BOARD
FINANCIAL STATENENTS
31 MARCH 1999

PAGE

Report of the Auditor General 2
Balance Sheet 3
Income Statement 4
Cash Flow Statement 5

6 - 10

Notes to the Financial Statements

The Annual Financial Statemerits which appear on pages 3 to 10 have been approved by
the board and are signed on ite behalf by:

@ THULA DR V B SIBIYA

Chief EBxecutive Officer

2l o\{_loec pate .. Frviny 2680

Chadiraan

Date .i..cccovofree



2(i)

REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL STATEMENTS OF THE
SOUTH AFRICAN DIAMOND BOARD
FOR THE YEAR ENDED 31 MARCH 1999

1. AUDIT ASSIGNMENT

The financial statements as set out on pages 4 to 10, for the year ended 31 March 1988, have been
audited in terms of section 188 of the Constitution of the Republic of South Africa, 1966 (Act No. 108 of
1998), read with sections 3 and 5 of the Auditor-General Act, 1995 (Act No. 12 of 1995) and section 17(4)
of the Diamonds Act, 1886 (Act No. 56 of 1886). These finandlal statements, the maintenance of effective
control measures and compllance with relevant laws and regulations are the responsibifity of the
accounting officer. My responsibility is to express an opinion on these finandal statements and
compfiance with relevant laws and regulations, applicable to financial matters, based on the audit.

2. REGULARITY AUDIT
21 NATURE AND SCOPE
2.1.1 Financial audit

The audit was conducted in accordance with generally accepted government auditing standards which
incorporate generaly accepted auditing standards. These standards require the audit to be pianned and
performed o obiain reasonable assurance that the financlal statements are free of material misstatement.

An audit includes:
» examining, on a test basls, evidence supporting the amounts and disciosures in the financial

statements, )
« assessing the accounting principles used and significant estimates made by management, and

¢ evaluating the overall financial statement presentation.
{ believe that the audit provides a reasonable basis for my opinion.

2.4.2 Compliance audit

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance In all
material respects with the relevant laws and regulations applicable to financial matters. | believe that the
audit provides a reasonable basis for my opinion.

2.2 QUALIFICATION
2.2.1 Financial audit

2.2.1.1 Bankand Cash balances

Four cheques to the total value of R205 513 were not avallable for verification. An explanation received
from the Chief Executive Officer indicated that the bank never retumed the cheques.

There Is no evidence that an independent senior official reviewed the bank reconcillation.

2.2.1.2 Fixed Assets

An amount of R128 890 shown as "opening balancé difference’ on the schedule of deprediation for the
year ended 31 March 1999 could not be tested for accuracy. The opening batance difference could be
due to fully depreciated assets. Management does not review and follow up fully depreciated assets
neither could information be furnished with regard to fully depreciated asssts and whether they are in use

or not.
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The reconclligtion of the fixed asset register to the general ledger accounts was not done and needs to be
addressed as a matter of urgency.

2.2.1.3 Depreciation

The depreciation on Software Development and Programs, which was capitafised as fixed assets, was not
calculated for the year financial 1998/988. There is no accounting palicy with regard to the depreciation of
Software Devetopment and Programs and therefore | am unable to express an opinion on the depreciation
amourt. The total value of Software Development and Programs was R121 758 at 31 March 1999.

2.3 Audit opinlon
2.3.1 Disclaimer of an opinion: Financial audit

Because of the significance of the matters discussed in paragraph 2.2.1, | do not express an opinion on
the financlal statements.

2.3.2 Unqualified opinion: Compliance audit

The transactions of the SA Diamond Board that | have examined during the course of thg audit were in my
opinion, in afl material respects, made in accordance with the relevant laws and regulations, applicable to

financial matters.
3. EMPHASIS OF MATTER
Without qualifying the audit opinion expressed above, attention is drawn to the following matters:

3.1 Exportduty

In terms of sections 82(1) and (2) the Board shall levy an export duty on every unpofished diamond
exported from the Republic of South Africa. The export duty shall amount to 15% of the fair market value
of an unpolished diamond in the Republic as at the date on which that diamond is registered for export.

Levies on export of unpoiished diamonds to the vaiue of R8 704 354 as imposed by the Minister of
Minerals and Energy under section 93 of the Diamond Act were recorded as income In the Income

Statement. All these exported unpolished diamonds were exempt from the export duty in accordance with
section 63(1)(a)(W), and the Chief Executive Officer stated that: "Virtually ali dlamond-exporting entities
assoclated with De Beers have exemption on the basis that the goods were pre sented to local cutterg and
toolmakers prior to export {section 83(1)(a)(i)]. This is contemplated in the “section 58 Agreements” that
are now under scrutiny. According to the best knowledge of the current management, there are no
producers with an export duty exemption in terms of section 83())(a)() [Minister approvai} of the Act
Exemptions that should have been sought under subsection 63(1)(a)(i) have been granted by the
previous Boards, but the application for such exemptions were based on a circuitous and highly

questionable route™.

Copies of the valuation certificates furnished In terms of subsection (2) of section 65 and necessary
supporting approval and certificates for exemption were not obtained.

3.2 Internal control and financial management

Few weaknesses became apparent during the audit of the system of Intemai control. These were brought
to the attention of the Chief Executive Officer through a management letter dated 20 December 1999. He
replied that comrective action will be taken where necessary.
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33 Policles and procedures

A concern was raised with the Chief Executive Officer for policies and procedures with regard to the
maintenance and spending of petty cash. | was unable to evaluate the disbursements made through petty
cash and the petty cash fioat of R2 500 was not authorised by an appropriate official.

3.4 Segregation of duties

it appears that the duties were not adequately separated. The initiation of transactions and completing of
source documents, recording transactions in the accounting records and reconditiation of various
components were done by an individual. This indicates a lack of adequate intemal controls.

35 Stockpile heid in London

The Chisf Executive Officer indicated that the Board has never been fumished with documentation
reflecting value, at the time of export, of the stockpile (1992 — 1998) held in London. The Board has never
been furnished with records of the audit done on the stockpile prior to the curent Government Diamond
Valuator. The efforts by the current Govemment Diamond Vaiuator to secure detalled and reliable data
from the previous valuator has not been successful and has not met with adequate levels of co-operation.
The Government Diamond Valuator has not had access to the entire stockpile. According to information
&t hand, the values of that portion of the stockpile which were seen by the Govemment Diamond Valuator,
&s at the beginning of 1999 was $300 million. The reliability of figures given to the Govemment Diamond
Valuator is highly questionable, as valuations by the latter have indicated instances of serious under
valustion. This shouid be treated as a matter of urgency as it might result in ioss of revenue.

3.8 Internal audit

There is no internal audit department.

3.7  Audit Committee

The SA Diamond Board has not established an Audit Committee.
4 LATE SUBMISSION OF FINANCIAL STATEMENTS

The financial statements were submitted six months instead of four months subseguent to the end of the
financial year, The final signed financial statements were received on 11 January 2000.

5. APPRECIATION

—_—

The ed by the Board during the audit is sincerely appreciated.

Signed by R.K. Nayager
for Auditor-General
Johannesburg
25/01/2000



SOUTH AFRICAN DIAMOND BOARD
BALANCE SHEET AT

31 MARCE 1999

31/03/99 '31/03/98
NOTES R R

ASSETS
NON-CURRENT ASSETS
Fixed assets 1+ 3 784 573 402 096
CURRENT ASSETS 4 783 164 3 191 865
Deabtors 3 751 -
Prepaid expenses 3 353 9 593
Fixed deposits and call accounts 4 304 15¢ 3 055 837
Cash on hand and at bank 314 179 126 435
VAT refundable 157 727 -~
TOTAL ASSETS

5 567 737 3 593 961
EQUITY AND LIABILITIES
CAPITAL AND RESERVES 3 243 127 2 629 968
Accumulated funds
NON-CURRENT LIABILITIES 2 231 721 32 025
Interest-bearing borrowings
CURRENT LIABILITIES 2 092 889 931 968
Trade and other payables 2 054 572 926 768
Short-term portion of long-term liabilities 2 38 317 5 200

TOTAL EQUITY AND LIABILITIES 5 567 737 3 593 961




SOUTH AFRICAN DIAMOND BOARD

INCOME STATENENT FOR THE YEAR ENDED 31 MARCH 1999

31/03/99 31/03/98
NOTES R R

Revenue 4 8 704 354 6 702 230
Oother income/Investment income 4 651 170 598 501

9 35% 524 7 300 731
Operating expenses 4 8 742 365 7 608 223
Net income(loss) for the year 4 613 159 ( 307 492)
Accumulated funds at beginning of year 2 629 968 2 937 460

3 243 127 2 629 968

Accumulated funds at end of year

AR a—— e



S8OUTH AFRICAN DIAMOND BOARD

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 1999

31/03/99 31/03/98
ROTES R R

cash flow from operating activities 1771 421 242 277
Cash generated from operations 7.1 1 134 948 ( 302 864)
Investment income 616 170 523 786
Proceeds on disposal of asset 7.2 35 000 21 3585
Finance charges ( 14 697) -
Cash flow from investing activities
Additions to fixed assets 7.3 ( 568 173) ( 399 304)
Cash flow from fimancing activities 232 813 37 225
Loans raised 199 696 32 025
Increase in short-term portion of long-term
loans 33 117 5 200
Net change in cash and cash equivalents 1 436 061 ( 119 802)
Cash and cash equivalents at beginning of the year 3 182 272 3 302 074
Cash and cash equivalents at end of the year 7.4 4 618 333 3 182 272



SOUTH AFRICAN DIANOND BOARD

Accounting basis

NOTES TO THE FINANCIAL STATENENTS FOR THEE YEAR ENDED 31 MARCH 1999

10

The financial statements have been prepared on the historical cost basis and
incorporate the following accounting policies, which are consistent with those
applied in the previous year:

1.1 Ackngwledgement of income

Income is acknowledged on the accrual basis.
Fixed assets and depreciation

Fixed assets are stated at historical cost laess depraeciation.

is calculated on the straight-line method to write off the cost of each

asset over its aestimated useful 1life.

The rates are as follows:

Computer hardware 1 20%
Furniture and fittings : 10%
Motor vehicles : 20%
Office machines and laboratory equipment : 20%
Parking bay s 0%

o

Leasehold improvements

Leased assets

Depreciation

Over period of lease

Assets leased in terms of finance lease agreements are capitalised at the
estimated present value of the underlying lease payments and are
depreciated in accordance with the policies applicable to aequivalent items

of owned assets. The corresponding rental obligations, net of finance

charges, are included in other long-term payablees. Lease finance charges

are amortised over the duration of the leases by the effective interest

rate method which takes into account the effective intereet charge on the

lease.

Pengion fund

Pensions are provided for employees by means of contributions to THE

ASSOCIATED INSTITUTIONS PENSION FUND.

31/03/99
R

Long~ters liabilities

Capitalised lease agreement at an interest rate of

25,068 per annum. Secured by a lease agreement

over a switchboard with a book value of R 32 882
1998

éf R 1 382 per month. 41 658

Capitalised laase agreements at an interest rata

of 24,07% per annum. Secured by a lease agreement

over motor vehicles with a book value of R 222 258

and repayable in 60 monthly instalmente of

: R 42 506) and repayable in 52 instalments

R 6 663,74. 228 380
270 038

Less : Short-term portion transferred to current
liabilities ( 38 317)
231 721

Sem—————

31/03/98
R

37 225

37 225
( 5 200)

32 025
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SOUTE AFRICAN DIAMOND BOARD

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1999

11

Fixed assets
ACCUMULA~- BOOK ACCUMULA- BC
TED DEPRE- VALUE TED DEPRE- va
CoSsT CIATION 31/03/99 COBY CIATION 31/0:
S R R R R R R
Own assets
Parking Bay. 4 580 - 4 580 4 580 - 4
Computer hardware 377 923 341 045 36 878 337 393 276 593 60
Furniture and fittings 223 034 182 477 40 557 200 419 162 367 38
Motor vehicles 432 904 264 916 167 988 432 904 211 711 221
Office machines and
laboratory equipment 253 265 167 490 85 775 175 598 140 633 34 ¢
Leasehold improvements 75 681 3 784 71 897 - - -
Software development
and programs 121 758 121 758
1 489 145 959 712 529 433 1 150 894 791 304 359 §
Leased assets
Switchboard 48 120 15 238 32 882 48 120 5 614 42 5
Motor vehicles 229 922 7 664 222 258 - - -
278 042 22 902 255 140 48 120 5 614 42 St
Total assets 1 767 187 982 614 784 573 1 199 014 796 918 402 0¢
The carrying amount of fixed assets can be reconciled as follows:
BOOK BOOK
VALUE AT VALUE
BEGINNING DEPRE- ENHD OF
OF YEAR ADDITIONS DISPOSALS CIATION YEAR
R R R R R
Own assets
Parking Bay 4 580 - - 4 580
Computer hardware 60 800 40 530 ( 64 452) 36 878
Furniture and fittings 38 052 22 615 ({ 20 110) 40 587
Motor wvehicles 221 193 - { 53 205) 167 988
Office machines and
laboratory equipment 34 965 77 667 { 26 857) 85 775
Leasehold improvements - 75 681 { 3 784) 71 897
Boftware development
and programs 121 758 121 758
359 590 338 251 (168 408) 529 433
Leaned assets
Switchboard 42 506 - ( 9 624) 32 882
Motor vehicles - 229 922 { 7 664) 222 258
42 506 229 922 ( 17 288) 255 140
Total assetes 402 096 568 173 (185 696) 784 573

Certain fixed assets
are encumbered as
dieclosed in note 2.
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SOUTH AFRICAN DIAMOND BOARD

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1999

31/03/99 31/03/98
R R
Net income
The following items are included in net income:
Total income 9 355 524 7 300 731
Levies 8 704 354 6 702 230
Other income 35 000 74 715
Interest 616 170 523 786
Budget Budget
31/03/99 31/03/99 31/03/98 31/03/98
R R R R

Total expendituré 9 444 368 8 742 36S 7 115 330 7 608 223
Auditors remuneration 41 145 63 660 41 800 37 494
Board members remune-
ration 79 750 96 276 177 000 103 765
Commission of Inquiry
Rote S - 50 000 114 154
Depreciation - 185 696 - 168 257
Diamond valuation fees 3 217 720 4 338 200 2 787 180 2 773 800
Insurances 55 402 31 283 $5 000 33 428
Other expenditure 591 466 562 130 447 350 384 331
Overgeas travelling 157 786 262 915 50 000 101 230
Rent : Offices and
parking 415 153 442 868 400 000 397 596
staff recruitment and
related expennmes 235 000 99 125 42 000 32 630
Salaries and contribu-
tions 4 564 353 2 576 504 2 950 000 2 458 208
Travelling and subsis-
tance 86 593 83 698 115 000 81 491
Termination of services
CRO Note 6 921 839
NET INCOME (LOSS) 613 159 ( 307 492)

T
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SOUTH AFRICAN DIAMOND BOARD

NOTES TO THE FINANCIAL STATEMENRTS FOR TEE YEAR ENDED 31 MARCH 1999

Contingent liability R 58 905
Commisgion of Inquiry into the biamond»lnduatry of South Africa.

The commiseion had been created by Parliament on condition that the SA Diamond
Bzaid be responsible for 50% of the expenses of the commission, limited to a total
o 600 000. '

The commission has been terminated due to the death of the supervising Judge. The
expenge to date of termination amounted to R 717 810 and the SA Diamond Board has
receivad an account for 50% of this amount, is. R 358 905.

No provision has been made for the amount of R 58 905 by which the account
received exceeds the R 300 000 responsibility accepted by the Board.

Taraination of Services Chief Executive Officer (CEO)

The services of the CBEO of the Board had been terminated by the Minister of
Minerals and Bnerqgy Affairs with effect from 1 February 1997 and a new CEO had
been appointed with effect from 1 March 1997.

The termination was set aside by an order of court on 15 May 1997. The court

.order specified that the CEO should remain an smployee with uninterrupted service

at hie normal salary and benefits, and that an amicable parting of ways should be
worked out by the parties.

The above matter was resolved during April 1998 and although the Board was the
second defendant, all the expenses were taken up in the accounts of the Board,

being:

R

Salary and employment benefits:-
1 Pebruary to 31 March 1997 51 896
1 April 1997 to 31 March 1998 337 963
Compensation for loss of office 540 000
Legal and related expenses to obtain settlement 43 876
TOTAL 973 735

AT ——
Disclosed in 96/97 year 51 896
Disclosed in 97/98 year 921 839

973 735



SOUTH AFRICAN DIAMOND. BOARD

14

NOTES TO THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 1999

Cash flow information

Cash flows from operating activities

Net income{loss)
Adjustments for:
Investment income
Profit on sale of aseset
Depreciation

Finance charges

Operating loes before working capital changes

Changes in working capital
{Increase)Decrease in prepaid expenses
Increase(Decreasa) in creditors
(Increase)Decrease in debtors
(Increase)Decrease in VAT refundable

Disposal of fixed assets

Motor vehicle

Additions to fixed assets

Leasehold improvements

Purniture and fittings

Office machines and laboratory equipment
Computer equipment

Motor vehicle

Switchboard

Software development and programs

Cash and cash equivalents

cash and cash equivalente consiet of cash on
hand and balances with banke. cCash and cash
equivalente included in the cash flow statement
comprise the following balance sheet amounts:

Fixed deposits and call accounts
Cash on hand and at bank

613

( 616
185

14

162

( 157

1 134

35

75
22
717
40
229

o~ -~~~

( 121

( 568

31/03/99
R .

159
170)
000)
695
697
381
240
805

751)
727)

948

000

681)

615)

667)
530)
9322)

758)

173)

4 304 154
314 179

A &£10 232

31/03/98
R

( 307 492)
( 523 786)
168 257

( 684 376)

( 1 646)
383 158

( 302 864)

21 355

( 1 393)
{ 18 204)
{ 85 709)
( 245 878)
( 48 120)

( 399 304)

3 055 837
126 435
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REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL STATEMENTS OF THE
SOUTH AFRICAN DIAMOND BOARD
FOR THE YEAR ENDED 31 MARCH 2000

1. AUDIT ASSIGNMENT

The financial statements as set out on pages 4 to 11, for the year ended 31 March 2000 have been
audited in terms of section 188 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 of
1996), read with sections 3 and 5 of the Auditor-General Act," 1995 (Act No. 12 of 1995) and section 17(4)
of the Diamonds Act, 1986 {Act No. 56 of 1986). These financial statements, the maintenance of sffective
control measures and compliance with relevant faws and regulations are the responsibility of the
accounting officer. My responsibility is to express an opinion on these financial statements and
compliance with relevant laws and regulations, applicable to financial matters, based on the audit.

2. REGULARITY AUDIT
21 Nature and scope
211 Financial audit

The audit was conducted in accordance with generally accepted govemnment auditing standards which
incorporate generally accepted auditing standards. These standards require the audit to be planned and
performed to obtain reasonable assuranoce that the financial statements are free of material misstatement.
An audit includes:

« examining, on a test basis, evidence supporting the amounts ard disclosures in the financial
statements;

¢ assessing the accounting principles used and significant estimates made by management; and
+ evaluating the overall financial statement presentation.

| believe that the audit provides a reasonable basis for my opinion.

212 Compliance audit

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance in all
material respects with the relevant laws and regulations which came to my attention and are applicable to
financial matters. | believe that the audit provides a reasonable basis for my opinion.

22 Qualification: Financial audit

Fixed asssts

The annual asset count had not been performed by the Board for the 1999/2000 financial year. The
completeness of the fixed asset amount disclosed in the financial statements could therefor not be
verified. '

An amount of R126 690 shown as opening balance difference on the schedule of calculating the
depreciation for the ysar-end 31 March 1999, could not be tested for compieteness and existence. The
opening balance difference related to fully depreciated assets for which no information could be furnished.
This matter had also been reported on in the 1998/99 financial year.

Page 1
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2.3 Audit opinion

2.3.1 Qualified audit opinion: Financial audit

In my opir)ion. except for the effect on the financial statements of the matter referred to in paragraph 2.2,
the financial statements fairly present, in all material respects, the financial position of the Diamond Board
at 31 March 2000 and the results of its operations and cash flows for the year ended in accordance with
prescribed accounting practice.

2.3.2 Unqualified opinion: Compliance audit

Based on the audit work performed, nothing has come to my attention that causes me to believe that
material non-compliance with laws and regulations, applicable to financial matters, has occurred.

3. EMPHASIS OF MATTER

Withott further qualifying the audit opinion expressed above, attention is drawn to the following matters:
31 Financial loss for the year

The South African Diamond Board had made a loss of R3 164 688 for the year ended 31 March 2000,
which had decreased the accumulated funds from R3 243 127 at the beginning of the year to R78 441 at
the end of the year.

3.2 Leave provision

The Board did not make provision for the cumulative leave days of employees at year-end resulting in the
Board's liabilittes being understated at year-end.

33 Special investigation

A special investigation is being conducted into the export duties and will be reported on separately, it
deemed necessary.

34 Computer audit

A high-level overview of the computerised information system environment at the South African Diamond
Board had been completed during November 2000 identifying that a comprehensive secunty policy and a
formal disaster recovery plan had not been in place. Management had since taken various corrective
steps to address the weaknesses, the effectiveness of which will be evaluated dunng the next financal
year's audit.

35 Internal audit

There was no Intemal audit department.

3.6 Audit committee

The SA Diamond Board had not established an audit committee for the period under review.

Page 2



20

4. LATE SUBMISSION OF SIGNED FINANCIAL STATEMENTS

The financial statements must be submitted to the Auditor-General not later than four months subsequent
to the end of the financial year. The signed financial statements had been submitted on 5 October 2000,
and after changes were dated 3 May 2001.

5. APPRECIATION

The assistance rendered by the staff of the Board during the audit is sincerely appreciated.

N\
‘/ .
Signedby  van Heerden
for Audi eneral
Johanne
1700512001

Page 3



SOUTH AFRICAN DIAMOND BOARD
BALANCE SHEET AS AT
31 MARCH 2000

NOTES 31/032000 31/03/1999
R R

ASSETS
NON-CURRENT ASSETS
Fixed assets 1+3 1,739,236 784,573
CURRENT ASSETS 7,904,994 4,783,164
Debtors 139,233 3,751
Prepaid expenses 1,297 3353
Fixed deposit and call accounts 7,566,191 4,304,154
Cash on hand and at bank 192,274 314,179
Vat refundable 157,121
TOTAL ASSETS 9,644,230 5,567,131
EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Accumulated funds 78.441 3,243,127
NON-CURRENT LIABILITIES 2
Interest-bearing borrowings 164,711 231,721
CURRENT LIABILITIES 9,401,077 2,092,889
Trade payables 382,914 2,054,572
Short-term portion of long-term liabilities 2 34,427 38317
Other payables 7,154,964
Vat payable ) 67,813
DVIC Valuations SA (Pty) Lid 5 1,760,959

TOTAL EQUITY AND LIABILITIES 9,644,230

5,567,137
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SOUTH AFRICAN DIAMOND BOARD
INCOME STATEMENT FOR THE YEAR ENDED
31 MARCH 2000

NOTES 314372006 R 31/0;/1999

Revenue 4 12,895,829 8,704,354
Other income / Investment income 4 183,213 651,170
13,079,042 9,355,524

Opersting expenses 4 16,243,728 8,742,365
(Net Loss) / Income for the year (3,164,686} 613,159

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED
31 MARCH 2000

Accumulated
fonds
R
Balance at 31 March 1998 2,629,968
Net income for the year 613,159
Balance at 31 March 1999 3,243,127
Loss for the year (3,164,686)

Balance at 31 March 2000 78,441
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SOUTH AFRICAN DIAMOND BOARD
CASH FLOW STATEMENT FOR THE YEAR ENDED
31 MARCH 2000

NOTES 31/03/2000 31/03/1999
R R

Cash flow from operating activities (2,707,799) 1,771,421
Cash generated from operating activities 6.1 (2,866,093) 1,134,948
[nvestment income 183,213 616,170
Proceeds on disposal of assets - 35,000
Finance charges (24,919) (14,697)
Cash flow from investing activities
Additions t6 fixed assets 6.2 (1,303,946) (568,173)
Cash flow from financing activities 7,151,878 232,813
Loans raised (67,010) 199,696
Decrease in short-term portion of long-term loans (3,890) 33,117
Increase in other payabies 7,154,964 -
Increase in Vat payable 67,813
Net change in cash and cash equivalents 3,140,132 1,436,061
Cash and cash equivalents at beginning of the year 4,618,333 3,182,272

Cash and cash equivalents at end of the year 6.3 7,758,465 4,618,333
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SOUTH AFRICAN DIAMOND BOARD

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2000

112

ACCOUNTING POLICIES

The following sre the principal accounting policies of the South African Diamond Board which are consistent in afl material res~~ts
with those applicd in the previous year, except as otherwise indicated in the note on changes in accounting policies.

Basis of presentation

The financial statements have been prepared on the bistorical cost basis and ncorporate the following accounting policies:
Acknowledgement of income

Incotnc is acknowledged on an sccrual basis.

Fixed assets and depreciation

Fixed assets are stated at historical cost less depreciation. Depreciation is cakulated on a stight-lime method to write off the cost of
each asset over its estimated useful life.

The depreciation rates are as follows:

Computes hardware : 20%

Computer saftware : 2%

Fumniture and fittings : 10%

Motor vehicke 1 20%

Office machine and laboratory equipment T 20%

Puking bay : 1 0%

Leaschold improvements . over period of lease
Leased assets

Assets leased in teyms of fmance lease agreements are capitalised st the estimated present value of the underlying lesse payments and
are depreciation in accordance with the policies applicable to equivalent itemns of owned asszts. The conrespondesce rental obligations,
net of finance charges, are included in other tong-term payables. Lease finance chasges are amortised over the duration of the lesscs by
the cffective interest rate method which takes into account the cffective interest charge on the lease.

Pension fund

Pensions are provided for etaployees by means of contributions 10 THE ASSOCIATED INSTITUTIONS PENSION FUND.

CHANGE IN ACCOUNTING POLICIES:
Computer software and depreciation

Computer software is stated at historical cost less depreciation. Unlike in previous years depreciation bas been provided for on a
straight-line basis.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2000

3110312000 31/03/1999
R R
1 Long-term lubilities
Capitalised lease agreement at an interest ratc of 25.06% per annum. Secured by a lease agreement
over a switchboard with = book vajue of R 23 259 (1999 - R32 882) and repayable in 52 25417 4] 658
instalments of R 1 382 per month.
Capitalised Jease agreement at an interest rate of 24,07% per annuro, Secured by a lease agreement
over motor vehicles with a book value of R 176 274 and repayable in 60 monthly instalments 173,722 228,380
of R 6 663,74. 199,138 270,038
Less : Short4erm pottion transferred to current liabilities 34,427 (38317)
164,711 231,71




Fixed nssets

Lessed sssets

Switchboard
Motor vehictes

Total assets

Leased arsets

Switchboard
Motor vehickes

Total asscts

SOUTH AFRICAN DIAMOND BOARD
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2000

Cont Accunolated Book Valoe Cost Accumniated Book Vahue
Depreciation 33/03/2000 Depreciation 31031999
R R R R R R
4,580 4,580 4,580 - 4,580
924383 431,150 493,203 3r7.923 341,045 36,878
2427117 203,903 38814 223,034 182,477 40,557
432,904 314,091 118813 432,904 264,916 167,988
359,020 202,034 156,927 253,265 167,490 85,775
176,445 31,296 145,148 75.681 3,784 71,897
653,071 70,912 582,159 121,758 121,758
2,793,091 1.253,386 1,539,705 1,489,143 959,712 529,433
48,120 24,861 232%% 48,120 15238 32,882
29922 53,649 176,274 229,522 7664 222,258
278,042 78,510 199,533 278,042 22302 255,140
3,071,133 1,331,895 1,739,23¢ 1,767,187 982,614 784573
Book Value At
. Book Valxe At
Begioning of Additions Dispoasts Depreciation End of Year
Year
R R R R R
4,580 4,580
36,878 546,430 90,104 493,204
40,557 19,683 21,426 38,815
167,988 49,176 118,812
85,827 105,756 34,596 156,987
71.897 100.763 21513 145147
121,758 $31314 70,912 582,160
529435 1,303,946 23,127 1,539,705
32,882 9,624 23258
222258 45984 176274
255,140 55,608 199,532
784,625 1,303,946 349,335 1739.236
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SOUTH AFRICAN DIAMOND BOARD
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2000

Net income

318372000 3131999
R R
The following items wre included in net income:
Total income 13,079,042 9,355,524
Levy income 12,895,829 8,704,354
Other income - 35,000
Tnterest received 183,213 616,170
Bodget Actus! Budget Actast
31203/2000 3103/2000 31/03/1999 3183/1999
R R R R
Total expenditure inctader: 14,632,920 16,243,728 9.444,368 8,742,365
Audit fees 57,400 98,193 41,145 63,660
Board members emuneration 148,758 104,920 79,750 96,276
Deprecistion . 349,284 - 185,696
Dismond vahaation {ees 8,300,000 10,370,164 3,217,720 4338200
Salaries and contributions 3,650,465 3,472,682 4,564,353 2,576,504
NET INCOMEAXLOSS) (3,164,686) 613,159

DVIC Vahations SA (Pty) Ltd

An smmount of R1,760 958.72 relating 10 frvoisoes received from DVIC Valotions SA (Pry) Lid in respect of extra work done in Kimberkey and in
London on behalf of the South African Dimnond Board at De Beers. De Beers dixputes their indebtedness to the South A frican Dismond Board fos
this amount. The Board has, subsequent to the balance sheet daie, alledged that there gre no monies owed in respect of exira work. The matter was
expecied 10 be resolved in 2 Court of Law, bowever & ssttlement out-of court Tas been reached and the Board has accepted its indebtedness to
DVIC Valuations SA (Pty) Lid



SOUTH AFRICAN DIAMOND BOARD
NOTES TO THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2000

31032000 3103/195%
R R
Cash flow fnformation
6.1 Cash flows from operating sctivities
Net income / (Loss) - (3,164,686) 613,159
Adjustments for:
Investment income (183,213) (616,170}
Profit on sale of assets - (35.000)
Deprecistion 349,284 185,695
Finence charges 24,919 14,697
Operating loss before working capital changes (2,973,696) 162,381
Changes in worklng capits!
(Incr=~-= / Decrease in prepaid expense 3,944) 6,240
{Decrease) / Increase in creditors {1,671,658) 1,127,805
Increase in DVIC Vatuations SA (Pty) Ltd 1,760,959 -
Increase in deblors (135,482) (3.751)
Decrease / (Increase) in Vat refundable 157,727 {157,127)
(2,866,093) 1,134,948
6.2 Additions of fixed assets
Leasehold improvements (100,763) (75.681)
Fumniture and fittings (19,683) (22,615)
Office machines end labotatory equipment (105,756) (77,667)
Computer equipment (546,430) (40,530)
Motors vehicles (229.92)
Switchboard . .
Software development and programs (531,314) (121,758)
1,303,946) (568,173)
6.3  Cash and cash equivalents
Cash and cash cquivalents consistiag of cash on hand and balance
with banks. Cash and cash equivalents In the cash fiow statement
comprise the following balance sheet amounts:
Fixed deposits and call sccowmts 7,566,191 4,304,154
Cash on hand and at bank 192,274 3143729

7,758,464 4618333
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AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL STATEMENTS
OF THE SOUTH AFRICAN DIAMOND BOARD FOR THE YEAR ENDED
31 MARCH 2001

1. AUDIT ASSIGNMENT

The financial statements as set out on pages 4 to 11, for the ysar ended 31 March 2001,
have been audited in terms of section 188 of the Constitution of the Republic of South
Africa, 1996 (Act No. 108 of 1996), read with sections 3 and 5 of the Auditor-General Act,
1995 (Act No. 12 of 1995) and section 17(4) of the Diamonds Act, 1986 (Act No. 56 of
1986). These financial statements, the maintenance of effective control measures and
compliance with relevant-laws and regulations are the responsibility of the accounting
officer. My responsibility is to express an opinion on thess financial statements and
compliance with relevant laws and regulations, applicable to financial matters, based on
the audit.

2. REGULARITY AUDIT
2.1 NATURE AND SCOPE
2.1.1  Financial audit

The audit was conducted in accordance with generally accepted government auditing
standards, which incorporate generally accepted auditing standards. These standards
require the audit to be planned and performed to obtain reasonable assurance that the
financial statements are free of material misstatement. An audit includes:

¢ examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements,

» assessing the accounting principles used and significant estimates made by
management, and
evaluating the overalil financial statement presentation.

| believe that the audit provides a reasonable basis for my opinion.

2.1.2 Compliance audit

Furthermore, an audit includes an examination, on a test basis, of evidence supporting
compliance in alt material respects with the relevant laws and regulations which came to

my attention and are applicable to financial matters.

| believe that the audit provides a reasonable basis for my opinion.

22  Audit opinion
2.2.1 Financial audit

In my opinion, the financial statements fairly present, in all material respects, the financial
position of the South African Diamond Board at 31 March 2001 and the results of its
operations and cash flows for the year then ended in accordance with generally accepted
accounting practice.
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2.2.2 Compliance audit
Based on the audit work performed, nothing has come to my attention that causes me to

believe that material non-compliance with laws and regulations, applicable to financial
matters, has occurred.

3. -.EMPHASIS OF MATTER

Without qualifying the audit opinion expressed above, attention is drawn to thefdllowing
matters: ' '

3.1 Special investigation

A special investigation into the export duty exemptions was still in progress and will be
reported on separately, if deemed necessary.

3.2 Internal audit
There was no internal audit department.
3.3 Audit committee

The Audit Committee came into being in February 2001, thus they have not been
functional in the year under review.

3.4 Late submission of signed financial statements

In terms of audit circular no. 2 of 1997, paragraph 2.1, the signed financial statements
should be submitted to the Auditor-General not later than four months after the year-end.
The final set of financial statements had only been signed on 24 January 2002.

3.5 Cheques outstanding

A cheque amounting to R350 583.93 had been reflected as outstanding on the bank
reconciliation as at 31 March 2001 due to the Receiver of Revenue not accepting the
cheque.

4.  APPRECIATION

The assistance rendered by the staff of the South African Diamond Board during the audit
is sincerely appreciated.

DORIS L.T. DONDUR
for Auditor-General
Johannesburg
25/01/2002
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SOUTH AFRICAN DIAMOND BOARD

BALANCE SHEET AS AT
31 MARCH 2001
NOTES 31/03/2001 31/03/2000
R R
ASSETS
NON-CURRENT ASSETS
Fixed Assets 2 1,507,595 1,739,236
CURRENT ASSETS 2,380,295 7,904,994
Debtors 46,157 139,233
Prepaid Expenses 321,141 7.297
Fixed Deposit and Call Accounts 2,009,397 7,566,191
Cash on Hand and at the Bank 3,600 192,274
TOTAL ASSETS 3,887,890 9,644,230
EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Accumulated Funds (738.618) 78,441
NON-CURRENT LIABILITIES 3
Intercst-bearing borrowings 48,921 164711
CURRENT LIABILITIES 4,577,586 9,401,077
1
Trade payables 563,313 382914
Short-term portion of long-term liabilities 3 90,977 34427
Bank Overdraft (Salary Account) 134,764 0
Other Payables 7,338 7,154,964
Vat Payable 15,077 67,813
DVIC Valuations SA (Pty) Ltd 4 3.766,117 1,760,959
9,644,230

TOTAL EQUITY AND LIABILITIES 3,887,890
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INCOME STATEMENT FOR THE YEAR ENDED

31 MARCH 2001

NOTES 31/03/2001 R 31/03/2000 R
Revenue 5 15.627.768 12,895.829
Other Income / Investment Income 5 124,837 183,213
15,752,604 13,079,042
Operating Expenses 5 16.569,663 16,243,728
Net Loss for the Year (817,059) (3.164,686)

SOUTH AFRICAN DIAMOND BOARD

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED

31 MARCH 2001
Accumulated
funds
R

Balance at 31 March 1999 3,243,127
Net loss for the year (3.161.686)
Balance at 31 March 2000 T 7844l
Net Loss for the year (817,059)
Balance at 31 March 2001 T ames)
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SOUTH AFRICAN DIAMOND BOARD
CASH FLOW STATEMENT FOR THE YEAR ENDED
31 MARCH 2001

NOTES 31/03/2001 31/03/20600
R R

Cash flow from/(to) operating activities 1,624,193 (2,707.799)
Cash generated by/(utilised in) operating activities 6.1 1,578,431 (2,866,093)
Investment Income Received 82,815 183,213
Finance charges paid (37.053) (24,919)
Cash flow from investing activities
Additions to fixed assets 6.2 (244,822) (1,303.946)
Cash flow from financing activities (7,124,839) 7,151,878
Loans raised (115.791) (67.010)
Decrease in short-term portion of long-term Loans 56,550 (3,890)
Increase/(Decrease) in Other Payables (7,147,627) 7,154,964
Increase/(Decrease) in Vat Payable (52,736) 67,813
Increase/(Decrease) in Bank Overdraft 134,764 0
(Decrease)/Increase in cash and cash equivalents (5,745,467) 3,140,132
Cash and cash equivalents at beginning of the Year 7,758,465 4,618,333
Cash and cash equivalents at end of the Year 6.3 2,012,998 7,758,465
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SOUTH AFRICAN DIAMOND BOARD

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2001

Lr2

113

ACCOUNTING POLICIES

The following are the principal accounting-policies of the South African Diamond Board which ate consistent in all material respects
with those applied in previous year. except as otherwisc indicated in the note on changes in accounting policies.

Busis of presentation

The financial statcments have been prepared on the histotical cost basis and incorporate the following accounting policies:
Acknowledgement of Income

[ncome is acknowledged on an accrual basis

Fixed Assets and depreciation

Fixed assets are stated at historical cost less depreciation. Depreciation is calculated on a straight-line mnethod to write off the cost of
each asset over its estimated useful life.

The depreciation rates are as follows:

Computer Hardware T 20%

Computer Software : 20%

Fumiture and fittings 10%

Motor vehicle © 20%

Office machine and laboratory equipment 1 20%

Parking bay : 0%

Leasehold improvements : over period of lease
Leused Assets

Assc(s leased in terms of finance lease agreements are capitalised at the estimated present value of the underlying lease payments and
are depreciated in accordance with the policies applicable to equivatent items of owned assets. The correspondence rental obligations
net of finance charges. are included in other long-term payables. Lease finance charges are amortised over the duration of the leases by
the effective interest rate method which takes into account the effective interest charge on the lcase.

Pension Fund

Pensions are provided for employees by means of contributions to THE ASSOCIATED INSTITUTIONS PENSION FUND.
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SOUTH AFRICAN DIAMOND BOARD

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2001

Pixed Assets
Cost Accumulsted Book Value Cost Accumulated Book Value
] Depreciation 3103/200¢ . R Depreciation 3170372000
R R R o R
Own Assets
"Parking Bay 4580 ° 4.580 4530 0 4.580
Compoter hardware 386,96t 211,149 175811 924,353 sy 491,203
Fumitwre snd Fitings 243102 228,184 14918 282717 201901 38814
Moxor vehicles 296.187 177919 118,268 432904 Vi49) 118813
Office machines and
laboratory equipment 359.020 342,295 116725 359.020 W26 156.987
Lezsehold improvements 185.683 66.739 118944 176,445 N.29¢ 143,148
Software development and
programs 837,961 223537 6l4.424 6%3.071 N pLANE
28vae [EDE ¥ (R I R LARL [0 139208
Lessed Asseis
Switchboang 43,120 34485 13633 48,120 24,861 3259
Whxot vedicles 229922 99,633 130.289 229922 $1.649 176.274
278,042 134.118 143.924 278,042 78510 199933
Total Assets 2,791.536 1.283.942 1.507.594 31071133 1.331.895 1.739.238
Book Value At .
Addltions Depreciation Book Value At
Beginaing of R Disposals R R End of Year
Year
Own Assels
Parking Bay 4,580 0 0 [ 4,580
Computer hardware 493.203 (1] [ 117392 375811
Pumitore and Fittings 33814 385 0 24.28) 14918
Motor veliicles 118813 50.309 o 50.853 118,269
Office machines s0d 0
laboretory equipment 156.987 0 0 40261 116,725
Leasehaold improvements 145,148 9238 [ 315443 118944
Software development snd 0
programs 382,159 184,890 152,625 614424
1339,705 244,822 1] 420,856 1,363,671
Leseed Assets
Switchboard 23,259 [+] 0 964 13635
Motor vehicles 176274 0 0 45984 130.289
199.533 V] 0 55.608 143924
Totsl Assets 1.739.238 244,822 0 476464 1.507.598
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SOUTH AFRICAN DIAMOND BOARD
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2001

31/037200) 31/03/2000
R R
Long-term Liabilities
Capitalised lease agoeement at an interest rate of 25:06% per anmim. Secured by a lease agreemént .
25417

over a switchboard with a book value of R 13 635 (1999 : R2359) and repayable in 52 11.012
instalments of-R .| 382 per month.

Capitalised lease agreement at an interest rate of 24,07% per annim. Secured by a lease agreement

over motor vehicles with a book value of R 130 289 and repayabdle in 60 monthly instalment: 128,885 173,722
of R 6 663.74. 139.898 199.138
Less : Short-term portion transferred to current liabilitics 90977 34427

48,921 164,711

DVIC Valuations SA (Pty) Ltd

‘An amount of R3,766 {17 relating to {nvoices received from DVIC Valuations SA (Pty; Lid in respect of extra work done in Kimberly and in
London on beha!f of the South African Diamond Board at De Beers. The final indebiedngss amount was reached aficr a litigation was resolved

out-of-court.



SOUTH AFRICAN DIAMOND BOARD

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2001

Net Income

The following items are included in net income:

Tolal Income

Levy [ncome
Other Income
Interest Received

Tota! Expenditure inclydes

Audit Fees

Hoard members remuneration
Depreciation

Dizmond Valuwion Fees
Salaries and contributions

NET LOSS

31/03/2001 31/03/2000
R R
15,752,604 13.079.042
15.627.768 12.895.829
42021 0
82.815 183.213
Budget Actusl Budget Actual
31/03/2801 31/03/2001 31/03/2000 31/03/2000
R R R R
16.989.166 16.569.663 14,632,920 16.243.728
170.580 115.247 57.400 98.193
179,800 157300 148,758 104,920
458.049 476.464 0 349.284
9,467,015 10,678,218 8.300.000 10,370,164
3,496,085 3.621.218 3.650.465 3.472.682

(§17.059)

(3.164.686)
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NOTES TO THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 200}

6.1

6.2

6.3

Cash Flow Information
Cash lows from/(t0) operating sctivities

Net Loss
Adjustments for:
Investment income
Depreciation
Finance charges

Operating loss before working capital changes
Changes in Working Capltal

Incresase in prepaid expense
Increase/(Decrease) in Creditors

Increase in DVIC Valuations Liability Account
(Increase¥Decrease in Debtors

Decrease in Vat refundable

Additions of fixed assets

Lesasehold improvements

Fumniwre and fittings

Office machines and laboratory equipment
Computer equipment

Motor vehicles

Software development and Programs

Cash and cash equivalents

Cash and cash equivilents consisting of cash on hand and balance
with banks. Cash and cash equivalents in the cash flow statement

comprise the following balance sheet amourts:

Fixed Deposits and Call Accounty
Cash on hand and at bank

11-

31/03/2001 31/03/2000
R R
(817.059) (3.164.686)
(82.815) (183213)
476,464 349,284
37,053 24919
(386,157) (2.973,696)
(313.845) (3.944)
180,399 (1.671.658)
2.005,158 1,760,959
93.076 (135.482)
0 157,727
1,578,431 (2.866.093)
(9.238) (100,763)
(385) (19.683)
0 (105.7%6)
0 (546.,430)
(50,309} 0
{184.890) (531.314)
{244 822) (1.303,946)
2,009,397 7.566.191
3.600 192,274
2,012,997 7,158,464
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ADMINISTRATIVE INFORMATION

The South African Diamond Board is a regulatory authorj_ty established in terms of
the Diamonds Act No. 56 of 1986 for conirol over the posséssion'. the purchase and
-sale, the processing and the export of diamonds: and for matters connected therewith.
The objects of the Board are to ensure that the diamond resources of the Republic are
exploited and developed in the best interest of the country and to promote the sound
development of diamond undertakings in the Republic.

For further information please contact:

HEAD OFFICE - JOHANNESBURG

N.O. 240 Commissioner Street. Johannesburg, 2001
P.O Box 260499, Excom, 2023
Telephone: +27 11 334 — 8980

Telefax : +27 11 334 - 8898
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AUD | TOR -G ENSa AL

AUDITOR-GENERAL
to

Parllament on the Financial Statements of the South African Diamond Board for the year ended

31March 2002 '

1. Audlt assignment: The financial statéments as set out on pages [ 2] to [15), for the year ended 31 March 2002,
have besn audited in terms of section 188 of the Constitution of the Republic of South Africa, 1996 {Act No. 108 of
1896), read with sections 3 and 5 of the Auditor-General Act, 1995 (Act No. 12 of 1895) and section 17 (4) of the
Diamonds Act, 1986 (Act No. 56 of 1986). These financial statements, the maintenance of effective contro!
measures and compllance with the relevant laws and regulations are the responsibility of the accounting officer. My
responsibility is to express an opinton on these financial statements, based on the audkt.

2. Nature and Scope: The audit was conducted in accordance with Statements of South African Auditing
Standards. Those standards require that | plan and perform the audit to obtain reasonable assurance that the
financial statements are free of material misstatement.

An audit includes:

* examining, on a test basls, evidence supporting the amounts and disclosures in the financial statemernts,

= Assessing the accounting principles used and significant estimates made by management, and

« evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance in all

material respects with the relevant laws and reguiations which came to my attention and are applicable to financial
matters.

| believe that the audit provides a reasonable basis for my opinion.

3. Qualification:
3.1 Going concem:

The financial statements have been prepared on the basis of accounting practises applicable to going
concern. This basis presumes that funds will be available to finance future operations and that the realisation of
assets and settiement of liabilities, contingent obligations and commitments will occur in the ordinary. course of
,business. The audit further identified that the Board was experiencing cash flow problems. '

Because of the significance of the increase in liabilities and the significant losses reported in the financial
statements, as well as the uncertainty surrounding the contingent obligations and the cash fiow problem
encountered by the Board, the going concern is of concern.

3.2 Accuracy of revenue and debtors:
) No suppadng documentation and/or required authorisation could be obtained for credit notes amounting to
faliev
3.3 Fixed assets:

It w.a8 not possible to confirm the completeness, validity and accuracy of the fixed assets dlsclosed in the
financlal statements. This was partly due to the fact that the fixed assets register was not kept up to date during the
financial year.

3.4 Value Addsed Tax:

The labillty of the VAT account for a two-month period, 1 February 2002 to 31 March 2002, indicated an amount
of R432 250, whilst the amount declared on the Vat 201 return was R50 229. This was an understatement of the
liability by R382 021 on the return. This could lead to significant penalties and interest due to the
noncompliance with the VAT Act.
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AUDITOR-0OSENERA

3.5 irregular expenditure:

Advertising costs of R495 340 were incurred on behalf of the Board by the former Acting CEO without the
approval of the Board. No value was added through this service. This fact was not disclosed in the financial
statements.

4. Audit opinion: Becausé of the significance of the matters referred to in paragraph 3, ! do not express an
opinion on the financla! statemerits. '

5. Emphasis of matter: Without further qualifying the audit opinion expressed above, attention is drawn to the
following matters:

Mattsr affecting the financial statements:

5.1 Deduction of income tax:

A payment of R45 000 was made during the year as a back dated salary increase of the CEO. This forms part
of the remuneration for standard service as per the Income Tax Act, and tax should have been deducted. No Board
authority could be obtained for this payment.

Matters affecting the financial statements:

5.2 Weaknesses in internal control:

5.2.1 Supetrvision and review:

A lack of the review of documentation and reconciliation being performed as part of management, existed thus
compromising Internal control.

Key positions for instance the Chief Executive Officer and the Financial Manager were filled with temporary
appointments.

5.2.2 Segregation of duties:

The internal environment regarding the personnel expenditure did not allow for effective segregation of duties.

No prior approval of Electronic Fund Transfers had been obtained before effected. The person capturing the
transfer was the sarhe as the one authorising the transactions.

5.2.3 Income:

The systems of internal control were not effective to provide the necessary accuracy and validity for the
purpose of the audit. Sufficient audit procedures, could not be performed to obtain reasonable assurance that all
entries were properly and adequately recorded.

5.3 Non-compilance with laws and regulations:

5.3.1 Late submission of financial statements:

The financial statements should be submitted within two months after the financial year as per section 55 (1)
(c) of the Public Finance Management Act, 1999 (Act No. 1 of 1999). The first copy of the financial statements was
only signed on 19th of June 2002. The final approved copy was signed on 24 July 2002.

5.3.2 Budget not approved:

The Minister of Minerals and Energy did not approve the budget for the financial year 2001—2002.

For the financial year 2002-2003 the budget was not submitted for approval 6 months before the beginning ot
the financial year, as required by section 53 of the Public Finance Management Act, 1999 (Act No. 1 of 1999).

5.3.3 Internal audit: -

in terms of section 51 (1) (é) (1) of the Public Finance Management Act, 1999 (Act No. 1 of 1999), the
accounting authority must ensure that the public entity has and maintans a system of internal audit under the
control and direction of an audit committee. Aithough the SA Diamond Board has an audit committee, the internal
audit function was not functional for the year under review.

5.3.4 Audit Committee:

The audit committee has not been functiona! during the year under review.

3
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5.4 Government Diamond Valuator: AUD:TOR GENERAL

The contract for the performance of the duty of the Government Diamond Valuator according to the Diamonds
Act, is ending in March 2003. To date of this report, no formal processes have been in place to either extend or
award a new contract for the service. This function is regarded as the primary function of the Board.

5.5 Possible fruitiess expenditure:

Legal cost to an amount of approximately R650 000 was incurred for iegal action taken against the Board
that was not defended. This could be regarded as fruitless expenditure.

5.6 Suspension of the CEO:
The CEO of the Board was suspended from the end of May 2002 by the Minister of Minerals and Energy.

5.7 Export duty:

A liability of R1 107 030 was disclosed in the financial statements in respect of export duties recsived for the

export of diamonds. A dispute between the Receiver of Revenue and the Board existed since the Receiver of
Revenue did not inftialty accept that the amount Is owed.

6. Appreciation: The assistance rendsred by the staff of the South African Diamond Board during the audi, is
sincerely appreciated.

DORIS L.T. DONDUR
For Auditor-General
Johannesburg

29 July 2002



ASSETS
Non-Curent Assets

SOUTH AFRICAN DIAMOND BOARD
BALANCE AS AT
31 MARCH

Current Asseta

Debtors....

Prepald Expenses

Fixed Deposit and CaHAowurll

Cash on Hand and at the Bank

Total Assets .........

EQUITY AND LIABILITIES
Accumulated Funds

Non-Current Liabfitties:
Interest-bearing borrowings

Cusrent Liabilities.......

Trade payables....

Short-term pomon of bng-lerm fiabilities

Bank Overdraft (Salary Account)
Other payables.................

Vat Payable.........ccooeiecne

DVIC Valuations SA (Pty) Ltd

Debtors with Credit Balancas

Total Equity and Liabilities
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2002 . 2001

Notes R R
2 1199 851 1607 595
2268142 2380295

—

0 46157.
4 9689 321 141
2260156 | [2009397
3017 3600
3467993 3887830
(2582 798) (738 618)
3 54 653 48 921
5996 138 4577 587
2498 972 583313
3 54 553 980977
35 800 134765
1 577 388 7338
430 500 15077
4 1368 117] | 3766 117
5 32811 [
3467993 3887880
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SOUTH AFRICAN DIAMOND BOARD
INCOME STATEMENT FOR THE YEAR ENDED

31 MARCH
] 2002 2001
Revenue 5 14 767 836,17 15627 768
Other Income/investment income 5 67 158,18 124 837
o - . ) 1483498435 15752604
* Operating Expanses s RSP 16 821 055,48 16 427 782
Net loss for the year T : (1986 061) (675 178)
SOUTH AFRICAN DIAMOND BOARD
STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED
31 MARCH 2002
Accumuinted
funds
R

Balance at 31 March 2000 . 78 441,00

Net loes for the year (675 177.,86)

Balance at 31 March 2001 (596 736,86)

Net loas for the year (1886 061,13)

Balance at 31 March 2002 (2 582 797,99)




SOUTH AFRICAN DIAMOND BOARD
CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH

Notes

Cash fiow from/(to) operating activities . .............

Cash generated by/(utilised in) operating activities
Investmant income Received
Finance charges paid......

6.1

Cash flow from investing activities. -
Additions to fixed s . 62
Cash flow from financing activities

LOBNS FAIBEG. .......eoeieermiierie et ersrce s e sne e enes e nans
Decraase in short-term portion of long-term Loans ..

increase/(Decrease) in Other Payables
Increase/(Decrease) in Vat Payable
Increase/(Decrease) m Bank Qverdraft

6.3

(Decrease/ncrease In cash and cash equivalents
Cash and cash equlvalents at beglnning of the Yeer

8.4

Cash and cash equivaients at end of tha Year.
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2002 2001
R R

(2 318 050) 1 624 183

(2 336 305 1578 431
67 158 82 815
(48 913 (37 053)

(185 054) (244 822)
2 727 489 (7 124 839)

0 (115 791)
56 550

(30 691)

2 443 702 | ((7 147 627)
417 173 (52 736)
(102 695) 134 764
0

214 378 (5 745 468)
2 012 987 7 7588 465

2 227 373 2 012 997
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SOUTH AFRICAN DIAMOND BOARD
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2002

1. Accounting Policles:

The following are the principal accounting policies of the South African Diamond Board which are consistent
in all material respects with those applied in previous year, except as otherwise indicated in the note on changes
in accounting policies.

1.1 Basis of presentation:

The financial statements have been prepared-on the historical cost basis and incorporate the following
accounting policies: :

1.1.1 Acknowledgement of income:

Income is acknowledged on an accrual basis.

1.1.2 Fixed Assets and depreciation:

Fixed assets are stated at historical cost less depreciation. Depreciation is calculated on a straight-line method
to write off the cost of each asset over its estimated useful life.

The depreciation rates are as follows:

- Computer Hardware :20%
Computer Software 1 20%
Fumiture and fittings :10%
Motor vehicle : 20%
Office machine and laboratory equipment 1 20%
Parking bay 1 0%
Leasshold improvements : over period of lease

1.1.3 Leased Assets:

Assets leased In terms of finance lease agreements are capftalised at the estimated present value of the
underlying lease payments and are depreciated in accordance with the policies applicable to equivalent items of
owned assets. The correspondence renta! obligations net of finance charges, are included in other long-term
payables. Lease finance charges are amortised over the duration of the leases by the effective interest rate method
which takes into account the effective interest charge on the lease.

1.1.4 Pension Fund:
Pensions are provided for employees by means of contributions tc THE ASSOCIATED INSTITUTIONS

PENSION FUND.



SOUTH AFRICAN DIAMOND BOARD

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2002

3. Long-term llabilities
Capitalised lease agreement at an interest rate of 25,06% per annum. Secured by a lease
agreement over a switchboard with a book value of R13 635 (2 000: R23 259) and repayable in
60\ instalments of R802 par momh ..............................................................................................

Caphalissd lease agraemem at an Interest rate of 24,07% per annum. Secured by a lease
agreement over motor vehicles with a book va\ue of RB4 304 and repayabis in 60 monm{y
MSEIMENtS 0f RS 788,00 iu.cucueriien e ienie bl i s e encns e bones

Less: Short-term portion transferred to current HabUtKES .......ococevivc it it

4. DVIC Valustions SA (Pty) Led
An amount of R1366117 (2001; R3 766 117) relating to Involces received from DVIC
Valuations SA (Pty) Ltd in respect of extra work done in Kimberly and in London on behalf
of the South African Diamond Board at De Beers. The hna! Indebtedness amount was
reached after a fitigation was resolved out-of-court.

5. Provision for Bad Debt write off
The debtors batance is arrived at after taking the foltowing into account:

Current year debtors.....
Less provision for bad debts

Debtors with credit balances ..........qeeeiceimvenencssnserseneens

55

31/03/2002 31/03/2002
R R

1388 11 012

107 818 128 885

109 206 139 897

54 553 90977

54 653 48920
121 893,00
154 704,24
-32 811,24




SOUTH AFRICAN DIAMOND BOARD

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2002

2. Flxed Asssts

Own Asssts

Parking Bay . ......cccccoes © o v,
Computer hardwars ...
Fumiture and fittings ...
Motor vehicles

Office machines and laboratory equipment
Leasehold improvements.............cc..eeeeeeee
Software davelopment and programs........
Security System............cccovvrmvcvicenerennes

Leasad Assets
MOI0r VBhICIBS ..ot

Total Assets

56

Cost Accumulated Book Yalue Cost Accumulated Book Value
Depreciation  31/03/2002 Depreciation 31/0372001

R R R R R R
4 580 0 4 580 4580 0 4 580
751 334 347 6834 403 700 586 961 211 149 375811
247 112 236 860 10 252 243 102 228 184 14 918
296 187 237 156 59 031 296 187 177 919 118 268
353 603 262 575 €1 028 359 020 242 295 116 725
186 183 103 918 82 265 185 683 68 739 118 944
851 664 392 151 458 513 837 961 223537 614 424
17 885 16 719 1166 0 0 0
2708 547 1597 012 1111 535 2513494 1149 823 1363670
48 120 44 109 4011 48120 34 485 13 635
228 822 145617 84 305 229 922 99 633 130 289
278 042 188 726 88 316 278 042 134 118 143924
2986 580 1786 738 1199 851 2791536 1283 841 1507 584

10
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SOUTH AFRICAN DIAMOND BOARD

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2002

Book Value At
, Book Yaiue At
inn) f
Begl 3:& ?g o Additions Adjustments  Depreciation End of Year
R R R R R

4 580 o] 0 0 4 580
375811 164 373 0 136 485 403 699
Furniture and fittings ... 14918 4010 0 8676 10 252
Motor vehicles ............., 118 268 0 0 59 237 59 031
Office machines and kaboratory equipment............. 116 725 12 468 0 38 165 91 028
Leasehold mprovemems .............cccceuceveaen. 118 944 500 0 37178 82 266
Software development and programs ... 614 424 13703 0 168 614 459 513
0 0 (4 744) 3577 1167
1363 670 195 054 (4 744) 451 932 1111 635
13 635 0 0 9624 4011
.......... 130 289 0 0 45 984 84 305
143 924 0 0 55 608 88 316
Total Assets 1507 594 195 054 (4 744) 507 541 1199 851
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SOUTH AFRICAN DIAMOND BOARD
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2002

2.2 Adjustments on fixed assets

The exclusion of the Security System from the assets listing of the previous year's report
has necessitated the tfollowing adjustment to agree the asset register to the General

Ledger.
R

Security Systems at cost 17885
Less: Opening Accumulaled depréciation .. 13141
Net Book vaiue at 1 April 2002.......u.euveeeesesssieessrsseesssassrenes : 4744
Less: Annual Depreciation........ ..o 3577
Net Book value at 31 March 2002..........ccconeeciieanee 1167

]
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SOUTH AFRICAN DIAMOND BOARD
SCHEDULES TO FINANCE STATEMENT FOR THE YEAR ENDED 31 MARCH 2002
31/03/2002 31/03/2001
R R
Debtors

700/000 Debtors control 25837 {24 827)
820/000 Credit card 4 043 4 082
832/000 E C Urbanl. . (] 40
B35/000 DVIC AGODUE .o - e oo i 88313 57 677
840/008 (7) Bonita & Bestmed i 0 9 186

Total 121 893 46 158
Fixed deposit and call accounts
900/000 Curment account acoount 2 248 508 420 297
915/000 Investec call account 0 0
920/000 Nedbank Call Aocount ; 11 650 1 589 097
§25/000 Boland call account 0 0
926/000 Merrill Lynch call account 0 3
927/000 MO LYNICH (DBHY)...v..oe.eceerocssessomseseessermsoessises 0 0

Total 2 260 156 2 009 397
Trade payables
810/000 Accruats..,,.. 2 498 972 557 474
815/000 Provision for audit fees . 132 000 80 000
830/000 Outreach training 0 10 000
838/000 Bonus provision 53 058
839/000 Leave pay provision 168 285
999/000 Transfer/Suspense 1 107 090 (84 181)
816/000 Provislon for bad debts 154 704 0

Total . 4 114 105 563 313

13



SOUTH AFRICAN DIAMOND BOARD
NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH

S. Net income

The following items are included in net income:
Total incoms

Levy Income’
Other Income
Interest Recsived

Total Expenditure Inciudes

Audit tees

Board members remuneration
Depreciation

Dilamond Valuation Fees
insurancs

Other Expenditure

Overseas travelling

Rent: Offices and Parking

Staff Recruitement and related Expenses
Salaries and contributions

Local Travelling and subsistence

Net Surplus (Defich)

6. Changas In the Retained Income opening balance

60

The opening balance in the retained income has had to be restated because of some changes which were sffected

as follows:
Opening balance as at 01/04/01

Less; overprovision in accruals brought forwand now written back
Less; Outreach donation received in previous years now written off

Add; correction of interest charged on leased vehicles previously misallocated
Add; unsxplained charges per bank statements previously allocated to the suspense account now written off.

Budgeted Actual Budgseted Actual
2002 2002 2001 2001
R R A R

19 391 959 00 14 834 994 35 16 132 490 00 15 752 604 00
18 676 766 00 14°658 207 88 15 603 182 00 15 627 768 00
658 539 00 109 628 29 446 966. 60 42 021 00
56 654 00 67°158 18 82 342 00 82 815 Q0
16 989 166 00 16 821 055 48 16 889 165 0C 16 427 762 00
170 580 00 572 004 68 170 580 00 115 247 00
179 800 00 231 197 09 179 800 00 157 300 00
458 040 00 502 796 31 458 049 00 476 484 00
9 467 015 00 8 175 228 26 9 467 015 00 10 536 337 00
44 574 00 44 544 17 44 574 00 41 729 00
2 236 509 00 2 018 764 83 2 236 499 00 792 784 00
283 378 00 241 876 49 293 378 00 37 189 00
478 960 00 590 982 50 478 960 00 585 165 00
80 075 00 12 096 00 80 075 00 000
3 496 085 00 3 356 022 61 3 496 085 00 3 621 218 00
84 150 00 75 442 54 a41soooJ 64 349 00
2 402 793 (1 986 061) (856 675) (874 178)
738 618
(171 146)
{10 000)
28 397
10 867
596 737

Reavised balance

14



6.
6.1

6.2

6.3

6.4

Depreciation .......

SOUTH AFRICAN DIAMOND BOARD
NOTES TO THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2002

Cash flow Information
Cash flows from (to) operating activities

Net profit (Lass) for the year
Adjustments for:
Invesiment Income...............

Finance charges.......... ltrerernseeimne

Operatmg loss before working caphal changes
Changes in Working Capital...

Increase/{Decreass) in prepaid expense

Increase/(Decrease) in Creditors

Increase/(Decrease) in Debtors ............
Increase/(Decreasge) in DVIC Valuation account

Increasa/(Decraase) in Provislons

Additions of fixed assets
Leasehold improvements

Fumiture and fittings

Office machines and Iaboramry equipment

Computer equipment.........

Motor vehicles ......

Sofware development and Programs

Decrease In interest bearing borrowings: 01/04/01
Opening
Bal.
Switchboard -11 012,42
Wesbank BMY69510E 64 442,95
Wesbank BMY63510E -64 442,95
Cash and cash equivalents

Cash and cash equivalents consisting of cash on hand and balance with banks. Cash and cash
equivalents in the cash flow statement comprise the following balance sheet amounts:

Fixed deposits and cal accounts....
Cash on hand and at bank.............

15

31/03/02
Closing
Ba

388,42
-53 908,95
-53 908,95
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31/03/2002 31/03/2001
R A
(2 336 305) 1578 431
—
(1 986 061) (817 059)
(67 188) (82815)
502 796 476 464
48 903 37053
(1501 520) (386 357)
(834 784) 1064 788
312820 (313845
1433915 180 399
(106 891) 93076
(2 400 000) 2005 158
(134 528) 0
(500) (9238)
(4 010) (385)
(12 467) 0
(164 373) 0
(13 703) {50 309)
0 {184 390)
(195 054) (244 322)
Decrease
(9 624)
(10 534)
(10 534)
{30 691)
R
2224 356 2009 397
3017 3600
2227373 2012997
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ADMINISTRATIVE INFORMATION

The South African Diamond Board is a regulatory authority established in terms of the Diamond Act No. 56 of
1986 for contro! over the passession, the purchase and sale, the processing and the export of diamonds; and for
matters connected therewith.

The objects of the Board are to ensure that the diamond resources of the Republic are exploited and
developed in the best interest of the country and to promote the sound development of diamond undertakings in

the Republic.

For further information please contact;
Head Office, Johannesburg

No. 240 Commissioner Street
JOHANNESBURG

2001;

P.O. Box 260499

EXCOM,

2023

Telephone: +27 11 334-8880/6
Teletax: +27 11 334-8898

16
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S.A. DIAMOND BOARD

=] Itgives me great pleasure to announce that the South African Diamond Board is
now a globally respected institution. The organization has re-claimed its rightful
place in the family of diamond institutions worldwide. It is known for it's
unwavering commitment to good governance in line with intermational best

practices.

As the fourth largest diamond producer in terms of value in the world (behind
Botswana, Russia and Canada), South Africa can proudly say that it is in the
centre of the constantly changing global diamond industry. Our knowledge and
experience of the industry enables us to impact positively in the on-going changes.

Our position in international affairs is articulated in conference presentations, diamond industry publications and
newspapers, as well as in electronic media. We participated in international conferences hosted by the World
Federation of Diamond Bourses, World Diamond Council, World jewellery Confederation, British Columbia
University and the Israel Diamond Institute. Our ultimate goal is to further enhance our leadership role in
International affairs and to build a globally competitive industry that is able to benefit our country and its people.

We continue to ensure that the diamond resources of South Africa are exploited and developed in the best
interests of the country by supporting industry players and facilitating black economic empowerment. New
entrants into the industry, most of whom are historically disadvantaged individuals and companies, have been
licensed to cut and polish rough diamonds and to trade in the international market. The challenge for the
Diamond Board s to assist them to find creative ways of ensuring sustainability.

As indicated in my previous statement, our major chaltenge is to transform the diamond industry in line with
policies of the new political dispensation. We need to change all pieces of legistation that create constraints in the

transformationprocess.

I am confident that these legislative changes will transform the South African Diamond Industry in a manner that
will position the country as a globally competitive diamond producing coumtry andin a sustainable manner.

SOUTH AFRICA'S POSITION IN THE GLOBAL DIAMOND INDUSTRY

We maintained our position as the fourth largest diamond producer. We produced approximately 13 million
carats valued at US$ 1.2 billion (R7.8 billion) this year. Over 50% of dlamonds we produce are economic to cut

and potish in South Africa. Our cutting and polishing industry is competitive in creating diamonds 6fgreatervalue.

whece the cost of manufacture is less than the polished diamond price.

The industry employs 28 000 peopie: |3 000 in mining; $000in jewellery retall; 3000 in jewellery manufacturing;
2 100in cutting and polishing and 900 in sorting and valuing diamonds.

g
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The cost of labour in the diamond industry can be compared to Israel. South Africa is able to cut a three-grainer
at U'S$r30-35 per carat. With the exception of diamond cutting and polishing countries in the Far Eastand possibly
the Near East, South Africa's cost of labour is lower than other cutting centres such as Belgium and the United

States of America.

One could even argue that we are the only major diamond producing country with a successfut cutting and
polishing industry. We need to capitalize on this success and grow this sector. We also need to grow the
jewellery-—manufacturing sector. In the year under review, South Africa represented 0.4% of the global iéweflery
trade. With the increase in the disposable income of South Africans and the increase in consumer demand, we
can do betrer.

in addition, there is a growing tourist market. The country can position itself as “The Land of the Diamonds".
Tourists must not be able to resist returning without a souvenir that contains a diamond.

South Africa is a solid diamond trading country with a complex value chain. It covers all aspects of the diamond
trade from producing, cutting, polishing, sorting, jewellery manufacturing, exporting and importing of diamonds.

ser, South Africa still exports rough diamonds. The challenge is to add value to our goods by creating a
salue chain.

SOUTH AFRICAN GOVERNMENT OBJECTIVE

The South Africangovernment's objective is to transform the diamond industry in such a way that it positions the
country as a global competitor.

Despite legislative constraints, the Diamond Board has fadilitated an emerging consensus between government
andindustry leaders on the need to transform the industry. Both parties agree that transformation must position
South Africa as a globally competitive country.

KIMBERLEY PROCESS

S( 'y Africa, a founder member of the Kimberley Process, successfully led the muiti-lateral negotiations
b engovernments, civil society and the diamond industry, leading up to the launch of the Kimberley Process
C ation Scheme for the trade in rough diamonds. in November 2003 the Chairmanship was handed over to
the government of Canada.

The trade in conflict diamonds Is still a matter of serious concern. The Board has consistently and persistently
irged diamond industry members to comply fully with the minimum requirements of the Kimberley Process
Certfication Scheme.

“he Minister of Minerals and Energy, on the recommendation of the Board and by notice in the G:;lzette,-
mposed minimum requirements of the Kimberley Process to all licensed diamond traders operating in Seuth

frica.
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S.A. DIAMOND BOARD

Furthermore, the Diamond Board has established an auditable monitoring and control system that traces the
movement of rough diamonds from mine to market. The Board has also created top-of-mind awareness about
the need to comply with the Kimberley Process.

MAJORCHALLENGE

Our major challenge is to grow and advance South Africa’s cutting, polishing and jewellery manufacturing
capacityin such amanner that it positions South Africa as a globalty competitive diamond producing country.

APPRECIATIONS

| wish to thank members of the Board of Directors for their commitment to the plight of the diamond industry,
the Chief Exeautive Officer for his leadership qualities, management and staff for their dedication and hard work.

Ithank you all.

A. Chikane
Chairman, SA Diamond Board
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j The Kimberley Process Certification Scheme was officially implemented,
coming into effect on the | st January 2003.

A total of forty-seven countries, including producing and trading countries
were accepted as participants in the Kimberley Process Certification Scheme.
The Kimberley Process seeks to protect the legal system of trade in rough
diamonds from those seeking to abuse it. The very characteristic of diamonds
that make it so valuable is also the characteristic that makes it appealing to
criminals and criminal networks.

The South African Diamond Board together with other government institu-
tions have established inter-governmental and regional co-operations within the Nepad Framework to try to
control the trade in illicit diamonds which pass undetected across porous borders and through Customs.

order to promote consumer confidence in the industry, it is of the utmost importance that consumers be able
(o identify synthetic or treated diamonds from natural diamonds. Synthetic diamonds have occasionally been
encountered in the gem trade, but until recently, attention has focused almost exclusively on the type produced

by exposing carbon containing solids to high pressures and temperatures.

The long-term effect of synthetic diamonds in the natural diamond trade is to impact negatively on producing
countries such as South Africa, in terms of tax revenues due to host governments. lt will also impact negatively on
employment opportunities associated with the curtailing of diamond mining activities. Whether consumers will
embrace the synthetic diamonds is anyone's guess but the consequences in the natural diamond industry could

be significant.

The SADB continues to participate in the various committees established to ensure the smooth implementation
of the Kimberley Process by member countries which includes review visits.

_earnership programmes have been compiled and registered with the Mines Qualification Authority for skills
2velopment for new entrants. The long-term objective is to help new entrants to grow and become globally
_mpetitive within the diamond industry.

Diamond Marketing Consuttants SA (Pty) Limited were appointed as the official Government Diamond Valuator
{(GDV) for a period of two years with effect from March 2004. The GDV's key performance areas include the
valuation of “Run-of-Mine” intended for export to ensure that there is no under-vaiuation of goods, and imports
of regular sight goods from DTC London office to supply the local manufacturers. The total carats audited and
valued by the GDY for the year under review isin excess of eleven miltion.

The awarding of the contract took into cognisance the involvement and training of historically disadvantaged
trairiees wha at present own a 49% equity within Diamond Marketing Consultant SA (Pty) Limited: *
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S.A. DIAMOND BoARD

The Broad Based Black Economic Empowerment Charter, as promulgated by the Department of Minerals and
Energy, was adopted by the Board as a guideline document that will ensure transformation of the diamond trade

industry. The customised Charter, together with its accompanying scorecard, will be used as a tool to measure
equitable access within the industry.

The-Board remains committed in ensuring that the diamond resources of. South Africa are exploited and-

developed in the bestinterests of the country.

L. Selekane
Chief Executive Officer
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Diamonds are typically graded for colour on an alphabercal scale. D-F
colourtess, G- near colour less, K-M (ant yrdtow, IN-P very Lipht yellovs, and
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.D‘.__ép‘_ artment of Minerals ‘ahq Edey

SOUTH AFRICAN DIAMOND BOARD
(As per Diamond Act, Act 56 of 1986)

Ghaifman (Non-Executive)
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APPOINTMENT OF BOARD MEMBERS

Board members of the SADB are appointed by the Minister of the Department of Minerals and Energy. The

Board is represented by all roleplayers in the diamond industry. A non-executive Chairman heads the Board of
the SADB and the Chief Executive Officer is the Accounting Officer.

—F




W S.A. DIAMOND BOARD

sizi,

> 1774

lkane (Chairman),

—rre

A

>



S.A. DiaAmMOND BOARD

HUMAN RESOURCES

Employment Equity

The South African Diamond Board has made every effort to achieve equity in the workplace by promoting equal
opportunity and fair treatment in our employment practicés. Special care has been taken to ensure equitable

representation in all occupational categories and levels at the South African Diamond Board.

Table |

academicallty qualified
workers, supervisors,
junior rmanagernent

discrtion:
Unskifled and defined
declsion making 2 0 0
TORITPERNANENE AL 9 SIS X -t
0 0 3
! 0. -5 -5
E African Male Yhite Female

African Female g Coloured Female

White Mzle
3%
Breakdown by Race
7%
25%

L Adrican
White
Coloured
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Training aind Development

In January 2004, the South African Diamond Board appointed a Skills Deveiopment Facilitator who
subsequently registered with the Mining Qualifications Authority (MQA), which is the SETA for our Industry.

A Workplace Skills plan for 2004 /2005 was submitted to the MQA with the following identified as our skilf

priorities:

Customer Service Skills;
Business Writing Skills;
Management Skills;
Communication Skills;
Diamond Evaluation Skills.

SO O O 2

Our Annual Training Report for 2003/2004 was submitted to the MQA. A total of 1.84% of the payroll
'R78,692.29) was spent on training and development during this period. The training budget has since been
~reased to 7.6% of payrollin the currentyear.

Performance Management

A Performance Management system was implemented in order to monitor and reward staff performance. Each
job was profiled and key result areas were determined based on these job profiles. This allows management to

evaluate their staff's performance based on job specific criteria.

Performance appraisal sessions were held quarterly and this provided the perfect opportunity to determine
training needs as well as to open the lines of communication between management and staff.
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FINANCIAL HIGHLIGHTS

The South African Diamond Board faced a number of financial challenges from 1998 to 2004. Unlike other public
entities, whichare financed on the basis of regular annual government grants which maximise income security,
the Board is self-funded by imposinig a funding mix of levies, fees and user charges. Furthermore, the Board's
income is materially influenced by the value of the Rand against the US Doffar.

While the Board has limited powers in deciding on the amounts to be charged for the services it renders to stake-
holders, ithas no control whatsoever on the Rand / US Dollar parity value, thereby creating significant uncertain-

tiesin the Board's finances.

During the past seven years, the finances of the Board performed as follows;

¥
25000 4~ 7
20,000
15.000
10,000 - { S
5.000 b
0 Lemeem T 0 :
1999 | 2000 | |
@ Income Expenditure
Table2
Year 2004 2003 -2002 2001 2000 1999 1998
R'000 R600 -R000 RGO R'000 ROCO R000
income 22537 19.910 14,835 15,753 13.079 9.356 7,301
Eqpenditure 13,809 17,004 . .T6821 7. 18438 7 5483 8,742 7.698

Surphus / (deficit) 8,728 2,906 (1,986) (675) {1,404) 614 397
Remaining Financial Risks

Although the Board has managed to build sound cash reserves over the last two financial years, there remains
looming danger that if the Rand / Dollar exchange rate firms to a level higher than R 5.00 to the Dollar, the Board,
inthe absence of expenditure cuts, could potentially experience cash shortages.

In the 2002 financial year, the Board was faced with an ongoing concern as it had consistently and repeatedly
fép.orted deficits over a period of four to five yedrs, thereby eroding its reserves. Attempts t6 raise alternative
funding did not materialize. In addition, the key positions of the Board, namely those of the Chief Executive
Officer and the Financial Manager were vacant. These two key positions were temporarily filled by employees
who took it upon themselves to restructure the income of the Board on the one hand and to institute better

g 5



- . expenditure controls on the other hand. In this endeavour, responsible Board Members on the Finance

Committee provided critical leadership and support. The efforts paid off in 2003, which saw the Board reporting
a heaithy surplus for the first time in four years. The single biggest cost element then was the contraa the Board
had concluded with the Government Diamond Valuator. In this regard the Finance Committee was instrumental
in calling for an external audit of the GDV's service delivery to the Board and the Board's procurement

policies with a view to improving the financial position.
improved Budgeting Brocesy

It was also in the 2003 financial year that the Board commenced work on a more transparent and efficient
budgeting process that was debated and adopted by the various committees of the Board before it was finally
approved by the Minister. In addition, the Board has managed to meet with all the statutory deadline
requirements such as:

a) Section | 7(4) of the Dizamond Act 56 of |986;
b} Section55(1) of the Public Finance Management Act (Act No. { of 1999 asamended); and the
¢} Treasury Regulations numbers TR26.0.2to TR31.2.1.

Providing Finances for Skills Enhanceiment

The Board has begun to invest in Skills Enhancement Programmes by providing proper training to employees
with the object of improving service delivery to the upstream and downstream diamond industry in South Africa.
These initiatives will continue.

Audit Committes

The Board has established an Audit Committee as required in terms of Section 51(1)(a)(ii) of PFMA which is
critical for the assessment and identification of risks facing the Board.

SECTION 59 AGREEMENTS

Membership of the Section 59 Committee was expanded during the year to wclude the United Diamond
Association of South Africa (UDASA) and UASA which broadly represent workers in the downstream diamond
industry.

The Section 59 Agreements of De Beers and Trans Hex were both thoroughly reviewed in terms of their
alignment withthe Act and their practical implementation. A significant amendment of the De Beers Agreement
was the deletion of a clause that gave sightholders the right to export unpolished diamonds duty free after they
have been offered to the local cutting industry for two and a half days. This clause was considered to be against
the spirit and intent of the Agreement and also inappropriate in the sense that sightholders are not a party 1o the

agreement,

The Commirtee also embarked upon a continuous effort to assess and improve the effectiveness of Section 59
Afgreeménts. In this regard, the export of .unpolished diamonds that had been bought under the pretext of

g
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processing it locally, was identified by the Committee as the single most important factor that neutralises the
effectiveness of Section 59 Agreements. Acting on a recommendaticn by the Committee, the Board has since
approved and implemented the stricter application of Sections 58and 40 of the Act in order to ensure that goods
that are bought by local cutrers and toolmakers are in fact locally manufactured as intended by the Act. In an
attempt to further address this problem, the Committee is also investigating the possibility of the Board entering
inta Section 59 A‘g'reemems withsightholders. -

Proposals for a new regllatory regime to replace the current Section 59 dispensation were drafted and
submitted for consideration to the Department of Minerals and Energy.

LICENSES

Licenses Approved from 01 April 2003 to 31 March 2004

Table 3
DC oo DP DR oT
35 237 5 o _ 3
12.46% 84.34% 178.00% 36.00% i.67%

Figure |
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2% joq 12% Diamond Cultsrs
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ay Diomond Tool Makers

Diamond Producers

85% Diormond Researchers

Registered Diamond Exchange Certificates

Diamond Bourse of South Africa in johannesburg
Diamond Bourse of Africa in Bedford View
Kimberiey Diamond Bourse in Kimberley
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Diamond Dealer's License (DD) - entitling the holder to carry on business as a buyer, seller, importer or
exporter of unpolished diamonds;

2. Diamond Cutting License (DC) - entitling the holder to polish diamonds for the purpose of business or
trade;

3. Diamond Tool-Making License (DT) - entitling the holder to set unpolished diamonds in tools,
implements or other articles or to crush or to alter those diamonds for the purposes of such setting or for
the purpose of trade;

4. Diamond Research License (DR) - entiting the holder to do applied research and tests in connection
with diamonds, but not to polish diamonds for the purpose of business or trade.

STATISTICAL REPORTING

Eyrofrsis of the South African Diamond Industry

The history of diamonds in South Africa dates back to between December 1866 and February 1867 when
diamonds were found on a farm on the south bank of the Orange River. Over the years South African diamond
production has increased tremendously. Today South Africa is fourth in terms of production value and it is
predicted to stay that way for the foreseeable future. Figure 2 shows the total production from South African

operations over the past five years.

Figure 2. Estimated Total Diamond Production from South Africa during the period 1998 - 2003.

Carats in millions

0 Ees Y rg_',‘;.
T ves8 1999 | 2000 2000 | 2002 [ 2003 |

Carars [ 10,789,591 9,713.605[10,043.91 1162745 |11.00498 12,586,31 |

South African diamond production is from primary sources (mainly Kimberlite Pipes and, to a lesser extent,
Lamproite Pipes) and secondary sources of alluvial and Beach Placer deposits. In South Africa, diamond
producers can be divided intq small-scale (or junior) miners and large:scale miners. Jurior miners concentrate
largely on mining alluvial ar gravel deposits whereas large producers mine Both primary and secondary diamond
depo'sits with a greater bias on primary diamond deposits. Figures 3 and 4 depict the estimated production from

junior miners and large-scale producers.
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Figure 3. Estimated Diamond Production from South African large scale producers for the period 1998 - 2003.

Carats in miilions

o A 1 : il

|
B s [9.5755121 11,094 ~ 10540 | 12036

Figure 4. Estimated Diamond Production from South African small scale producers for the period 1998 - 2003.

600
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Caraws.| 398217 | 404,695 | 468402 532482 | 464195

Gros seh ofthe South African Diamond Industyy and the Role of the South African Diamond Board

The South African diamond industry has shown a steady growth over the years both in diamond production
(Figs. 2 - 4) and in diamond beneficiation. However, there is still great potential for growth in the beneficiation
sector espedilly in the involvement of historically disadvantaged South Africans (HDSA). The latter are steadily
being involved in the diamond-mining sector.

The SADS8 through: its internal technical committee, formulated the establishment of a resource centre,
containing statistical data on the diamond p‘rbduc‘tion and trade in South Africa.
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The rough diamond market commanded high prices in the year under review. There was, on average, a 20%
increase in rough diamond prices. Recently, De Beers' Diamond Trading Company(DTC) announced
increases of about 8%. A jong-term shortage of rough diamonds is forecast and prices are expected to rise.

Figures 5 and 6 show a steady increase in the carats and revenue from exported and imported rough diamonds.

Belgium and the United Kingdomare the majbr trading countries.

Figure 5. Total Rough diamond exports with their respective dollar value for the period 1999 - 2003.

-
2
0
2
5 . .
2
c - o
4
2
ot
1999 w000 2000 2002
Carars | 10,195,718 | 11,943,267 12416852 | 10.236,880
Dol value | 1050.955 667 | 1.218.026.666 | 969,841,883 | 1.03477).809  1.109,098.5%

Figure 6. Total Rough diamond imports with their respective doifar value for the period 1999 - 2003.

= : s
2 ; f%.‘.
:E: 3 . t‘.fi
2 -
0 st Pogm
2000 200!

Carats | 3,292,784 3,336,245 2,561,452 5198982 | 20,828.616
Fi Dollar value | 501366624 553099644 | 424046273 | 485663850 | 480.446.064 |
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Expoi ano bnrerl of Pejichea MYznion ls

There is an increasing trend of beneficiation of diamonds in South Africa. A total of 2,500 people are employed
within this sector. South Africa is the only major producer with an appreciable cutting and polishing sector. The
benefit of this was an increase in the price of polished diamonds, whichare 12% higher than they were in January
2003. There has also been a steady increase in the tenor and revenue of polished diarmonds over the past five
years (199910 2003), see Figures 7and 8.

Figure 7. Totat polished diamondimports with their respective dollar value for the period 2000 - 2003.

L
5 <K%? po=——
2 4 Jr/‘
O
= r-"
E 3
< »
2
0 . = -
2000 2001 2002 2003
Y s | 71678 49,858 716,507 335,367
B Doliar valve | 53471443 | 33792,114 50089926 5114134

Figure 8. Total polished diamond exports with their respective dollar value for the'period 1999-2003.

In mtiions
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B o 253457
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Exnoort ol Deracends by the arious Ll vone Helder:

The following figures show the transactions undertaken by the various license holders for the period from

1999 -2003.

Figure 9. Carats of unpolished diamonds exported by the various license holdersfrom 1998 - 2003.
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3R Diarnond Cutters '
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Diamond Cutters 519,546 628,486
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Diamond Producers 4439,704 1,227,090
Others 81,836 3435

2001

2000
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2001
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2002
750073
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Figure 10. US Dollar value of unpolished dizmonds exported during the period 1998 - 2003 by different license

holders.
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Figure | 1. Imports and exports of polished diamonds by the diamond cutters of South Africa 1998 - 2003.
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Number of Kimberiey Process Certificates issued for the calender year 2003

Table 4
TOTAL - TOTAL
COUNTRIES Exports Re-exports EXPORTS Imports Re-imports {MPORTS
Angola 0 1 | 0 0 0
Austraha 0 ! ! 2 i 3
Belgium® 614 17 631 59 " 7
Botswana ! 4 5 ! o ]
Camda 4 ' 5 3 0 3
Chira ) ' 2 0 0 )
Congo 0 | ] 2 0 2
Cypi'us 0 - g 0~ o . 0
DRC. Congo ° 3 3 8 o 8
Dubai - 14 -0 Mo A s
Germany 2 o 2 0 0 0
Guinea 0 2 2 2 0 2
Hong-Kong 35 0 35 0 (] 0
India 20 [} 20 0 1] ]
Israel* 440 20 460 78 36 14
Mauritus i4 2 16 0 4 4
Namibia 3 | 4 0 V] 0
Russia 5 { 6 0 o 0
Sierra-Leone 0 1 ' 0 0 0
Sihgapore 1 0 ] 0 0 )
Switzeriand 34 2 36 2 2 4
Tanzania 0 2 2 - 0 5
Ukraine 3 0 3 0 0 0
United Arab Emirates 5 0 5 0 0 ]
United Kingdom 35 7 42 40 2 4?2
United States 85 i % 18 8 26
France o 0 0 ! 0 i
Ireland 0 0 0 35 0 35
Lesotho 0 0 0 3 [} 3
Korea ] 0 0 7 [} 7
GRAND TOTAL 1,316 79 1,395 270 64 334

* Belgium and Israel are the main importers of unpolished diamonds from South Africa and account for 45%
and 32% respectively of the overall total Kimberley Process Certificates issued by the Board.
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ANNEXURE 1

REPUBLIC OF SOUTH AFRICA

2a000281
SOUTH AFRICAN DIAMOND BOARD

e KIMBERLEY FROCESS CERTIFICATE

Z1000851 Insued in terms of Regulasdon 12 0f) of the Diamonds Ac). 1986 {Act Nu. 56 ol 1486)
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TR

The Annual Financial Statements which appear on this Annual Report were orginally approved by the Board
on 26 May 2004. The Statements were signed on behalf of the BOARD by:

P

A Chikane | Selekane
Chairman Chief Executive Officer
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AUDITOR-GENSRAL

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF THE SOUTH AFRICAN DIAMOND BOARD (SADB) FOR THE YEAR
ENDED 31 MARCH 2004

AUDIT ASSIGNMENT

The financial statements as set owt on pages 33 to 48, for the year ended 3| March 2004, have been audited
in terms of section 188 of the Constitution of the Republic of South Africa, 1996 (Act No. 1 08 of | 996), read
with sections 3 and 5 of the Auditor-General Act, 1995 (Act No. 12 of 1995) and section 17(4) of the
Diamond Act, 1986 (Act No. 56 of 1986). These financial staternents, the maintenance of effective controf
measures and compliance with relevant laws and regulations are the responsibility of the accounting
authority. My responsibility is to express an opinion on these financial statements, based on the audit.

NATURE AND SCOPE

The audit was conducted in accordance with Statements of South African Auditing Standards. Those
standards require that | plan and perform the audit to obtain reasonable assurance that the financial

statements are free of material misstatement.
An auditincludes:

examining, ona test basis, evidence supporting the amounts and disclosures in the financial
statements;

assessing the accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance in all
material respects with the relevant laws and regulations, which came to my attention and are applicable to
financial matters.

ibelieve that the audit provides a reasonable basis for my opinion.

AUDIT OPINION

In my opinion, the financial statements fairly present, in all material respects, the financial position of the
South African Diamond Board (SADB) at 31 March 2004 and the results of its operations and cash flows for

the year then ended in accordance with Generally Accepted Accounting Practice and in the manner
required by the Public Finance Management Act, 1999 (Act No. | of 1999) asamended.

27
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EMPHASIS OF MATTER

Without qualifying the audit opinion expressed above, attentionis drawn to the following matters:

Internal Control Sho&comings

The accounting authority is required by section 5| (1) of the Public Finance Management Act, 1999 as amen-
ded, to ensure that the public entity has implemented effective, efficient and transparent systems of finan-
cial and risk management and internal control. The accounting authority is also responsible in terms of
section 51(1)(c) for the management and the safeguarding of the assets. The following areas of concern

were identified during the audit:

(a) The internal controis surrounding fixed assets were inadequate. No proper fixed asset numbering
took place at the SADB to ensure adequate control over the safeguarding of assets.

(b) TheN(i)formsareusedto génerate invoices. Some N (i) forms selected did not have invoice numbers
recorded on them. It was therefore not possible to trace certain invoice amounts to the general ledger
as well as to verify the invoice against the N (i) form.

Audit Committee

Interms of Treasury Regulations 27.1.1, the accounting authority of the public entity must establish an audit
committee. The SADB did not have an audit committee for the period under review.

Internal Audit Function

In terms of section 51 (1)(a)(i) of the PFMA the public entity must maintain an effective, efficient and trans-
parent system of financial and risk management and internal control. In connection with this, Treasury
Regulations 27.2.1 prescribe that, the accounting authority must ensure that a risk assessment is conducted

atleast annually to identify the emerging risks of the public entity.

Treasury regulations 27.2.7, also prescribes that the internal audit function must, in consultation with the

audit committee, prepare:

*  Arollingthree-year strategic internal audit pian based on itsassessment of key areas of risk for the
public entity;

*  Aninternal audit plan for the firstyear of the rolling plan:
. Plans i'ndicating the scope of each audit in the annual internal audit plan.

The SADB did not comply with the above regulations.
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4.4

4.5

4.6

4.7

4.8

4.9

AVULITONY o tNFe A

Finance Lease

Contrary to Treasury Regulation 32.2.3(b), the SADB had entered into a finance lease agreement during the
period under review.

Policy for Provision for Bad Debts
The SADB has no approved policy for the provision for bad debts.
Conversion from Pastel system to Great Plains system

During the testing of the conversion of the Pastel system to the Great Phins system, it was found that a
number of invoices and payments that appeared onthe Paste! system were not reflected on the Great Plains
system although the take on balances were correctly transferred. This omission directly impacted on the
completeness of data audited. The service fee transactions transferred and recorded from the Pastel
system to the Great Plains system in the general ledger (disclosed as part of other income) did not indicate
invoice numbers and debtor names. The validity of service fees could therefore not be confirmed.

Financial Statements

interms of section 40( 1 )(c) of the Public Finance Management Act, 1999 (Act No. | of 1999) the accounting
officer must submit the financial statements within two months after the end of the financial year to the
Auditor-General. The financial statements were submitted on time. Due to amendments to the financial
staternents, they were resubmitted on 30 july 2004,

Provision for Post-retirement Employee Benefits

Retired and in-service employees of the SA Diamond Board are entitled to certain post-retirement benefits
in terms of their employment contracts. Contrary to AC |16, no provision has been raised, or valuation
made of this liabifity.

Investigation Relating to the Export and Sale of Diamonds in Terms of the Diamonds Act, 1986
(Act No. 56 of 1986) (Act)

With reference to paragraph 3.1 of my 2000-01 report on export duties payable on unpolished diamonds
exported from South Africa, my investigation into, inter alia, the validity of the exemptions given under
section 63 of the Act to diamond producers or dealers by virtue of agreements entered into in terms of
section 59 of the Act, and the extent of possible duties and levies payable asa result of non-compliance with
section 59 of the Act, has been concluded.

| would like to draw attention to the fact that the investigation was hampered throughout by limited
dogumentation and differences and dj ]

* SA Diamond Boapg (Board) relating to the role and functions of the GDV This dvspute r&suked ina Iong—

drawn-out legal process. . The inability of certainkey personnel to assist in providing clarity on the affairs of
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the Board, as well as a lack of funding of the investigation by the auditee, also impacted on the duration and
finalisation of the investigation. Consequently | was unable to make any conclusive findings with regard to
the validity of the Section 63 exemptions as referred to above. The investigation was therefore limited to

the responsibilities of the various statutory role-players and the outcome of their functions. | summarise
the key findings together with recommendations, which require urgent attention.

Finding |

There has been a fack of specific action on the part of the Board and little progress was made with the com-
prehensive review of section 59 Agreements by the task team appointed by the Minister of the Department
of Minerals and Energy (DME) relating to the intent, implementation and implications of the agreements
entered into as anticipated. In this regard | also refer to the response of the former CEQ of the Board as
mentioned in my 1998-99 report. This lack of urgency and comprehensiveness possibly contributed to the
fact that no condusive findings on the validity of the exemptions have been possible up to now for the
period when the agreements were in place. The recommendation by the task team that the investigation be
taken further by the DME was not implemented.

Recommendation:

As certain documentation has more recently become available, it is suggested that the DME together with
the National Treasury combine their efforts in bringing this matter to a conclusion. Specdial attention should
be given to the period prior to 1994.

Finding 2

Based on information obtained from and further discussions with officials of the South African Reserve Bank
(SARB), it was ascertained that the control environment within the SARB did not allow for the reconciliation
of the information on the authorisation to export diamonds with the proceeds being returned to South

Africaafter the sale of the diamonds overseas.

Recommendation:

The SARB, for the purpose of good reserve management, should improve its systems and controls to
enable it to reconcile the initial rand value of all exported diamonds as indicated on the export permits to
that of the final proceeds that are returned to South Africa.

Finding 3
The current provision in section 62 of the Act, which provides for the levy of export duties on certain

diamonds exported, is in contradiction to section 77 of the Constitution (Act 108 of 1996) asit constitutesa
tax charge. Such a provision can only be contained in leglslatlon that does not deal with any other matter

except a subordinate matter incidental to the appropnatlon of money or the imposition of taxes, lavies or. .

duties.
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Recommendation:
The necessary changes to the relevant Act should be made.
Finding 4

The State Law Advisor was requested on |9 February 2001 to provide an opinion and further advise on the
interpretations of the different role-players of sections 59 and 63 of the Act. The preliminary opinion was
subject to further information being made available by the former CEO of the Diamond Board. M no
further information was forthcoming, the legal opinion could not be considered as a final 0pir{ion and the
validity of exemptions granted by the SA Diamond Board in terms of section 63 of the Act coukd not be
determined. Any non-compliance with the Act and the provisions therein could have constituted a serious
erosion of Government's revenue position.

Recommendation:

A final legal opinion should be obtained in order to determine the validity of the Section 59 agreements.
Finding 5

As a body responsible for both the promotion and regulation of the diamond industry, the Board has an
inherently conflicting statutory mandate. | am of the view that the composition of the current Board as

prescribed by the Act has majority of its representatives from the regulated sectors of the industry and
does not conform to good governance.

Recommendation:

The current structure of the Board should be changed in order to conform to good govemance. | am,
however, aware of the fact that these matters are currently beiﬁg considered for possible amendments to
the relevant legislation, inter alia as reflected in the Precious Metals and Diamonds General Amendment
Draft Bill which was published in the Government Gazette on 16 April 2004.

Finding 6

Currently the Board is responsible to levy and collect the taxes relating to the Act. As a result of limited
resources and skills, as well as the conflict referred to above, there has been instances of ineffective and
inefficient administration.

Recommendation:

Consideration should be given to the possibility of the South African Revenue Service taking over the
responsibility for collecting the levies and duties payable on the export and sale of diamonds. | am of the

view that section 4 (1) (a) of the SA Revenue Service Act 1997 (Act No. 34 of 1997) does provide for suchan

arrangement.
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5. APPRECIATION

The assistance rendered by the staff of the South African Diamond Board during the audit is sincerely
appreciated.

Shauket Fakie
Auditor-General

Pretoria
|3 September 2004
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ASSETS

Notes
Property and equipment It
Receivables 5
Prepaid expenses
Bank balances and cash 6
Fatal oeeare
EQUITY AND LIABILITIES
femn i -
Rfetm Deeevages iR
Interest-bearing lease 3
Grrerart 1 int ke
Trade payables
Short-term portion of long-term lease 3
Other payables 7

Audit fee provision
Bonus provision

Leave-pay provision

Deferred Income

2003/04 2002/03
R R
1,310,i71 330,451
11,800,978 7,790,524

255,595 14,327
6,791 4221
11,538,592 7,771,976
13,111,149 8,120,976
10,085,475 456,375
i23,108
2,902,566 7,664,601
156,948 1,103,380
53,904 53,321
2,151,915 3,133,205
281,500 160,981
82,059 55,136
176,240 107,163
3,051,415
13,111,149 8,120,576
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Revenue
Grant received from DME
Other income / Investment income

Total incorme

Total Expenditure
Operating expenses
Finance costs

Net surplus for the year

Notes
12
13
13
L
B
o
LR
. SR04

2003/04 2002/03
R . R
21,803,653 19,828,591
3,051,415 348,585

722,496 81,531
25,587,564 20,258,707
16,860,058 17,352,579
16,784,420 17.332.927

75,638 19,652
8,727,506 2,906,128
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Retained deficit as at 3|1 March 2002
Net surplus for the year

Retained income as at 31 March 2003
Prior year adjustment

Revised balance as at 31 March 2003

Net surplus for the year

Balance at 31 March 2004

M-x‘:-z_,_-.,_-;;‘-z B ES

Note Accumulated
funds

R

(2.449,753)
2,906,128
456,375
14 901,594

—_—

1,357,969
8,727,506

10,085,475
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Cash generated from cperaiions

Interest paid
Deferred income recognised
Net cash from pperating activities

Cash flow from investing activities
Interest received

Additions to fixed assets

Proceeds from fixed assets soid

Casn from financing activitics
Grant received

Increase in interest bearing leases
Decrease in Joan with DVIC

Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

36
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Notes
1S.1

152

15.3

154

155
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2003/04 2002/03
R R
7,147,613 3,621,213

(75,638) (19,652)
(3,051,415)
4,020,560 3,601,561
(377,052) (34,956)
722,496 81,531
(1,381,045) (119,980)
281,497 3493
123,108 1,977,998
- 3,400,000
173,708~ (55.885)
(1,366,117)
3,766,616 5,544,603
7,771,976 2,227,373
11,538,592 7,771,976
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The accounting policies adopted by the South African Diamond Board comply in alf materia! respects with the
Statements of Generally Accepted Accounting Practice. The financial statements set out on pages 33 to 48 are
prepared on the historical cost basis and incorporate the following principal accounting policies which are consis-

tent with those applied in previous year, unless otherwise indicated in the note on changes in accounung policies.

1.4

ACKNOWLEDGEMENT OF INCOME

Income is acknowledged on an accrual basis, net of value added tax.

FIXED ASSETS AND DEPRECIATION

Fixed assets are stated at historical cost less depreciation. Depreciation is calculated on a straight-line
method to write off the cost of each asset over its estimated useful life.

The depreciation rates are applied as follows:

Computer hardware: 33,309 per annum

Office machine and laboratory equipment: 20% per annum
Computer software: 33,30% per annum

Parking bay: 0% per annum

Furniture and fittings: 10% per annum
Leaseholdimprovements: over period of lease per annum
Motor vehicle: 20% per annum

LEASED ASSETS

Assets leased in terms of finance lease agreements are capitalised at the estimated present value of the
underlying lease payments and are depreciated in accordance with the policies applicable to equivalent
items of owned assets. The corresponding rental obligations net of finance charges, are included in other
long-term payables. Lease finance charges are amortised over the duration of the leases by the effective
interest rate method which takes into account the effective interest charge on the lease.

PENSION FUND

The Board operates both defined contributions and defined benefit plans, the assets of which are generaily
held in a separate trustee-administered fund named THE ASSOCIATED INSTITUTIONS PENSION
FUND. The plansare generally funded by payments from the Board and employees.

174
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1.5

1.6

1.7

MEDICAL AID

The Board s in terms of the conditions of service obliged to continue with contributionsinto the medical

aid at the current ratio of 60% by the employer and 40% by the employees.
MATERIALITY FRAMEWORK

The Board considers any project which has a costamounting to R 200 000 or more, to be material in nature
and should be offered to the suppliers by way of a tender.

FINANCIAL INSTRUMENTS
HMearuramants

Financial instruments are initially measured at costs which includes transaction costs. Subsequent to initial

recognition, these instruments are measured as follows;
Trade ancl otiher receivables

Trade and other receivables which resutted in un-renewed licenses and default in submitting diamond

statistics, are stated at cost less provision for bad debts.
Cash arvl cash eguivataents

Cash and cash equivalents are measured at fair value.
Gaings aed 143525 in subseg ont . eusurenent

Gains and losses arising from a change in the fair market value of financial instruments are recognised innet
surplus or deficit for the period inwhich the change arises.

ansae s vesaiiad

Interest s recognised on the time proportion basis based on the effective rate applicable to the period of

investment.
Tageresy i st

The Board is exposed to interest rate risk as it places funds at both fixed and floating interest rates. The risk
managed by maintaining an appropriate mix between fix and floating rate placing within market expectation.

C
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4. COST OF MAJOR PROJECTS INCURRED DURING THE YEAR 2003/04 2002/03

R R
During the year under review, the Board invited

quotations for the following projects:

(a) The appointment of the Government Diamond

Valuator at a cost of; 480,000
(b} The upgrade of the File Server networks at a cost of; 350,000
(c) The implementation of the new accounting package at a cost of; 410,000

(d) The repartitioning of the inspectorate section of the Boards floor. 298,437

5. TRADE AND OTHER RECEIVABLES

The introduction of the new accounting package which has billing

capabilities resulted in the accrued income totaling Ri 500 270 1,500,270

The provision for bad debts was calculated at 84.405%

of the total debtors book value (1,266,311)

Staff debtors 21,636 14,327
255,595 14,327

6. BANK BALANCES AND CASH

Cash on Call Accounts 10,264,300 6,291,804
Cash on Current Account 1,246,451 1,440,946
Cash on Salary Account 30,818 5.431
Cash on hand 3,800 3,600
Cash received in advance (6,777) 30,195
Total bank and cash balances 11,538,592 7,771,976

7. TRADE AND OTHER PAYABLES

Sundry accruals 521,861 1,881,475
Vat payable 438,704 - B0, 131
Export Duty payable 1,187,045 1,168,351
Payrolt accruals - 4,308

Stale cheques written back 3,248

2,151,915 - 3,133,205
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CONTINGENT UABILITIES

The Board is currently faced with civil claims from
various parties which date back as follows:

R

. A claim for underpaid services dating back

to the year 1997 amounting to; 863,111
2. A chim for services rendered out of scope

dating back to the year 2000 amounting to; 800,000
3 Achimin respect of a dishonored contract

dating back to the year 1999 amounting to. 130,000

Total pending claims 1,793,111

The above claims do not include interest at 15,5% and are currently in the hands of the lawyers of

the Board.
These cfaims have not been included in the current year resutt as they have been going on foranumber

of years without conclusion and are likely to drag oneven further.
INCOME TAX

The SOUTH AFRICAN DIAMOND BOARD is exempted from paying tax in terms of the Income Tax
Act, No 58 of 1962 as amended. The Board's tax exemption number is 9615/289/15/5.

. BOARD MEMBERS REMUNERATIONS

2003/04 2002/03
R R
The amounts paid to board members were in terms of:
Fees for attending meetings. 422,504 279,356

All fees paid are approved by the Minister of Minerals and Energy.
All board members are non executive.



105

Cost Accumulated Book Value Cost  Accumulated Book Value

Depreciation  31/03/2004 Depreciation 31/03/2003
11.FIXED ASSETS
s poreue R R R R R R

Parking bay 4,580 4,580 4,580 4,580
Computer hardware 1,071,306 813,356 257,950 781,872 696,260 85612
Furniture and fittings 404,258 207,632 196,627 247,112 245,761 1,351
Motor vehicles 296,187 287,661 8,526
Office machines and
laboratory equipment 529,576 358,320 171,256 376,251 299,245 77,006
Leasehold improvements 483,120 178,357 304,762 186,183 141,12} 45,062
Software development
and programs 1,129,420 898,921 230,499 892,119 848,450 43,669
Security system 42,643 24,075 18,568 42,643 19,123 23,520

3,664,903 2,480,661 1,184,242 2,826,948 2537621 289,327

inCEk Bty
Switchboard 48,120 48,120 - 48,120 48,120
Mctor vehidles 159,060 33,131 125,929 229,922 188,799 41,124
207,180 81,251 125,929 278,042 236,919 41,124

Total assets 3,872,083 2,561,912 1,310,171 3,104,990 2,774,539 330,451




106

S.A. DiAMOND BOARD

&

2O T AT LR Ta YA SN T A SAIS D adt e W L DD L T BITT LT N AT TN a0 T TS SO L L L TR SR O SRS I 41 T S

Book Value at Additions  Disposals Depreciation Book Value at

11. FIXED ASSETS CONTINUED

e A o —ioman s

R R R R R

Parking bay 4,580 4,580
Computer hardware 85,612 289,434 117,096 257,950
Furniture and fittings 1,351 244,989 43,703 6,011 196,627
Motor vehicles 8,526 (1.122) 9,646
Office machines and
laboratory equipment 77,006 153,324 59,074 171,256
Leasehold improvements 45,062 296,937 37,238 304,761
Software development
and programs 43,669 237,301 50,47t 230,499
Security systems 23,520 4,952 18,568

289,326 1,221,985 42,581 284,488 1,184,241
eased assets
Switchboard
Motor vehicles 41,124 159,060 40,370 33,885 125,929

41,124 159,060 40,370 33,885 125,929
Total assets 330,450 1,381,045 82,951 318,373 1,310,171
fs
;‘/L {
%4
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2003/04 2002/03 Total
12. THE APPLICATION OF GRANT RECEIVED
FROM THE DEPARTMENT OF
MINERALS AND ENERGY
R R R
Allocation of grant received 3,051,415 348,585 3,400,000
Cash apptiasg zs Tuflos <
Cost of plenary | 601,146 601,146
Cost of plenary 2 1,414,508 1,414,508
Office expenses 217,449 217,449
Staff remuneration 808,987 348,585 1,187,572
Travel expenses 189,076 189,076
Marketing and advertising 91,988 91,988
Total expenditure 3,323,153 348,585 3,671,738
Excess expenditure to be carried by the SADB 271,738

Total Grant received from the Department of

Minerals and Energy 3,400,000
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13.

INCOME

The following items are included
in net income:

Yotal income

Levy income

Licenses fees

Other income

Interest received

Grant received from DME

Tetal expendiiure {nciuder

Audit fees

Board members remuneration 10
KP - Diamond certification office
Depreciation

Diarmond valuation fees

Insurance

Other expenditure

Kimbertey Office

Overseas travelling

Rent: offices and parking

Staff recruitment and related expenses
Salaries and contributions

Local travelling and subsistence

Net surplus / (Deficit)

The opening balance in the retained income
has been restated because of changes which

were effected as follows : .

Arcrear license fee renewals
Arrear penalties on J-registers
Overprovision for salaries

.CHANGES IN THE RETAINED INCOME OPENING BALANCE

Budgeted Actual Budgeted Actual
2003/04  2003/04 2002/03 2002/03
R R R R
15,868,485 25,587,564 15853231 20,258,707
13,178,159 17,593,933 15370,07% 18,516,880
918,518 1,688,629 305,000 466,704
1,569,308 2,531,091 138,425 842,774
202,500 722,496 38727 83,764

3,051,415 " 348,585

15,868,485 16,860,058 17088865 17,352,579
281,500 281,500 165,000 190,113
431468 422,504 55200 279,356
TB0N62 33235153 CoTTe .. 348585
862,343 318,373 526,478 855,910
3,450,000  3,169,9 9500000 8,898,327
57,954 50,207 45,596
1,904,153 3,580,157  [,754,I55 1,693,561
1852264 185347 500000 360,169
272,084 im0 - 29,351
941,345 508,225 727,129, 825,536
5,086,975 #,664257 - 3177434 - 3,590,958
T3040 195,688 37852 202,132
8,727,506  (1,235,634) 2,906,128

372.831

307,215

221,548

901,594
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15.CASH FLOW INFORMATION

ty i

Lok s S S0 o Ll

Net surplus for the year
Adjustments for:

Investment income
Depreciation

Finance charges

Prior year adjustment

Profit on disposal of fixed assets
Increase in provisions

Export duty paid

Operating surplus before changes in working capital

Changes in working capital
(Decrease) / Increase in creditors
(Decrease) { Increase in debtors

Cash generated by operations

N AR o Ve

Leasehold improvements

Fumniture and fittings

Office machines and laboratory equipment
Computer equipment

Motor vehicles

Software development and programs
Security systems

VAT LN g e =~ TR WL LA
AR I3,

2003/04

7,147,613

8,727,506

2002/03

3,621,213

2,906,128

(1224%6)
3183713
T
90?,503~
(npa.su)
216,519

(81.531)
ess 9T

: mss&

- %%

R ‘(Ii‘i&n)

_aBS,aza)j

9,318,589

@,170,976)

3,352,903

268,310

(1,927.139)

-~ e,

"A3E3T)

et S

249,70

18,60

7,147,613

3,621,213

(296,937)
(244,989)
(153,493)
(289,434)
(159,050)
(237,301)

(22,649)
(30.539)

(42,034)
(24.758)

(1,381,204)

(119,980)
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18.3 Sale of vised asset:
Motor vehicles
Office chairs

1 5.4increasa in interest bearing jeasas

Switchboard
Wesbank BMY69510E
Wesbank BMY695 | OE
Wesbank KSG1171B

15.5 Cash and cash equivalents

Cash and cash equivalents consisting

of cash on hand and balance with banks

Cash and cash equivalents in the cash

flow statement comprise the following

balance sheet amounts:

Cash on call accounts
Cash on hand and at bank

01/04/03

Opening
Balance

(53,909)
(53.909)

31/03/04
Closing
Balance

(26.660)
(27.254)
(177.012)

2003/04 2002/03
R R ~
234,535
46,952 3,493
281,487 3,493
Decrease Decrease
(1,388)
(27,249) (27.249)
(26,655) (27.249)
177,012
123,108 (55,886)
11,510,751 7,738,181
27,841 33,795
11,538,592 7,771,976
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DE BEERS - SA DIAMOND BOARD

CHAIRPERSON: We have another engagement immediately after this one. So
the sooner we get going | think the better. Our hearing - or our meeting this
moming is a continuation of an engagement that we've been having at least for
two years and hopefully after today's engagement the Standing Committee of
Public Accounts will be in a position to make a recommendation to Parliament
and hopefully close this chapter of our life. So before wa begin can we ask our
visitors to just introduce themseives and thereafter we will get introductions from
members of Parliament and we move on. So | am in possession of a piece of
paper that says there are three in attendance from De Beers Consolidated Mines.
| see more than three people here. So I'm not going to take the risk and even
name them. So if we could stant with this gentleman immediately alongsids
Ntombi. If you could just introduce yourself and we'll get on with the members of
Parliament later on. Sormry, can you put your mic on for recording purposes Sir.
MR MONONELA: Martin Mononela from South African Diamond and Precious
Metal Regulator, formerly Diamond Board.

MR CHIKANE: I'm Abe Chikane, former chairman of the South African Diamond
Board.

MR NOGXINA: Sandile Nogxina, Director General, Minerals and Energy.

MR RAPHELE: Mr Joel Raphele (sic), Department of Minerals and Energy.

MR NOKO: David Noko, Managing Director, De Beers Consolidated Mines.
MR PETERSEN: Barend Petersen, Chairman of Audit Committee, De Beers
Consolidated Mines.

MR CLEAVER: Bruce Cleaver, Commercial Director of De Beers.
CHAIRPERSON: Can we move over to the other side? Mr Gumede?

HELD AT: PARLIAMENT 12 SEPTEMBER 2007
TRANSCRIBED BY: TGI PR & EVENTS, TEL & FAX: 427 (0) 21 §301034, E-MAIL: madcom@iafricg.com
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MR GUMEDE: Don Gumede, member of SCOPA.

MR SCHMIDT: Hendrik Schmidt, member of the Minerals and Energy
Committee.

MR TRENT: Eddie Trent, SCOPA.

MR PULE: Bafitthile Pule, SCOPA.

MS HLANGWANA: Nomvula Hiangwana, SCOPA

MR MOFOKENG: Ronald Mofokeng, SCOPA.

MR GERBER: Piere-Jeanne Gerber, SCOPA.

CHAIRPERSON: Thank you very much. AG's office?

MR VAN HEERDEN: Moming Chair. Wally van Heerden from the Auditor
General's office.

M_Rng: Mr Martin Gordon, National Treasury, Tax Specialist.
CHAIRPERSON: And to our friends from the media, you are welcome. Also the
support staff about the Committee and the AG's office, you are all welcome to the
meeting and we'll formally then start with the proceedings and also the chaiman
of the Committee is running late. I'm sure that during the proceedings he will —
he will join us in the meeting. | trust all is in order. We, ladies and gentlemen
have got an hour and a half to deliberate on the De Beers matter. By eleven
o’'clock we should be concluded with our meeting. So 'm going to be little bit
ruthless in the event of members dragging on. We’re going {0 ask pointed
questions and we would expect pointed answers. So I'm going to ask members
of Parliament not to unnecessarily give us a thesis before you put your question
and similarly from the Department, that as far as is humanly possible, just give us

an answer so that we can formulate a response to Parliament in terms of the

HELD AT: PARLIAMENT 12 SEPTEMBER 2007
TRANSCRIBED BY: TGl PR & EVENTS, TEL & FAX: +27 (0) 21 8301034, E-MAIL: medcom@iafrica com
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evidence that is given to us before — | mean during the course of this meeting.

So we want to start off, | assume Mr Gerber that you will be the first person to
start with the proceedings or have you guys got somebody else that you want to
start with the proceedings?

MR GERBER: Chair no, | suppose | could start. | may Chair, now just to put in
context because we have new members here and it might be to the benefit. |
mean the reason we are sitting here today Chair, and I'm sorry if | might take a
minute or two longer, but | think we need to put it in context. The reason is before
- at the end of 1993 at the dawn of the new democracy in South Africa, De Beers

took out abouﬁ four tons according to calculations, which is about 20 million carats

of uncut diamonds worth a value of about 900 million US dotlars. The levy, tax

levy on that had to be ahout 135 million US dollars, which works out about to R1

~ e

billion of tax, out of the country without paying the iax, saying that they had a

permission from the Diamond Board, but the then Diamond Board. In terms of
that permission where it comes from the 1986 Act and Chair, when that Act was
passed in Parliament, | think it might be to the benefit of all the members to

actually understand what the reason was for a new Act in 1986, because there

has been Acts since 1916 on the whole issue of diamonds, and the reason for
that is Chair, and if you'll aliow me | would like to quote the then Minister Danie
Steyn of Mineral and Energy Affairs, 1986. He says here:

“The prime objectives of this Bill are to rationalise existing legis!ation

relating to controf of the diamond industry of the RSA and to establish a

more effective control structure in the diamond industry. It is a fact that

this is an industry that lends itself to suspicion and malpractices and it is
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for this reascn that over the past 13 yaars the Govermment has found it

necessary 0 order no fewer than three formal and informal investigations

into one facet or another of the diamond industry.”
Certain highlighted — areas were highlighted. One such problem area is divided
control amongst the department institutions, uncoordinated govermment decigion
making and access in the three state departments being involved, etc, etc. Chair
now, we're sitting here today, for 15 years we have raised this issue in
Parliament, since 1998 SCOPA has raised Its issus. It's been in ths media, it's
been raised in Parliament, it was raised by various ministers, various

departments and powhere has De Beers coms to the party and say look, here is
our psrmission for the export of these diamonds in 1892, Only when we asked
them tc come here, did they produce a document to the AG in August. Now |
would like to ask a question on that document that De Beers produced which they
say is their agreement that thay have in terms of the 1988 permission to take
diamonxis out of the country without paying tax. Now | take it that De Baers — the
gentiemen of De Beers have this agreament with them, the 1868 agreement.
CHAIRPERSON: Are we familiar with the document that Mr Gerber’s is talking
about, even if you don't — with us here, but are we familiar with the document?
MR CLEAVER: Yes, we are familiar with it through the Chair, and we're just
collecting a copy of it

CHAIRPERSON: Thanks, continue Mr Gerber.

MR GERBER: Chair, | would like to ask my question when they've got the
document in the hand, because it's quite important
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MR CLEAVER: May i just clarify, this is the document headed “In terms of the
Diamond Act number 56/1988 between the South African Diamond Board and De
Bears Consolidated Mines Limited” and i's — just for clarity it's the document that
is signed on the back page, on the paga 7 in 1898. |s that correct?

MR GERBER: Yes, that would be - ja it was signed in January - in Johannesburg

I think in March, 18™ of March 1998.

MR CLEAVER: Jg, that's comect.
MR GERBER: Am | comrect, okay. Now this document and may | just say you

know being a copy of a document If's not really very, very, in a good condition but
| would like to ask you seeing that you've got the document, this is a 1988
agreement. Who signed on behalif of De Beers Consolidated Mines on this
document? | can't make out the name there.

MR CLEAVER: {'m not sure; there are two signatures on my copy. I'm not sure
who the second signature is, but the first one is clearly Gary Ratfe, who was the
managing director of De Beers Consolidated Mines at the time.

MR GERBER: Right, so the Mr Gary Ralfe has signed this document plus
another gentieman from yoursstves, and then there was someone from the
Diamond Board. Do you know who that person was, or maybe the Diamond
Board can assist us?

MR CLEAVER: I'm afraid I'm not in a postition to identify the Diamond Boand's
signature.

MR CHIKANE: | don't have a document with me. So | woukin't be able to tell,
but it wouid have been the Board bafore our tima.
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MR GERBER: Chair, now if | may continue, that document that we're talking
about now, this permigsion of 1988, consists of one, two, three, four, five, six,
seven pages. All signed by ~ by the Diamond Board members and the members

of De Beers. Every paragraph, every page has been signed, counter signed. So

everything is there. Now the diamonds that were exported, were exported in
1883. Now you produced & document here, which Is a permit that was signed
and sealed in 1998. Now can | ask you a question on the — on the parmission,
the agreement that you had with the Board, which is the 1992 agreement Do
you have a copy of that document with you? It was signed, it was approved at g
mesting of the S A Diamond Board, 3™ December 1992.

MR PETERSEN: Yes we do.
MR GERBER: Okay. Now can you tefl me Sir, who signed on this agreement on

behalf of De Beers?

MR PETERSEN: Chairperson, the document was submitted to De Beers under
cover of a letter of the 13¥ of January 1893, address to Mr Lincoln from De Beers
by the Chief Executive — or by the then Chisf Executive of the Diamond Board
and he enclosed a copy of the agreement which De Beers in a letter dated 12
February 1993 wrote back to the Chief Executive of the Diamond Board,
accepting and confiming the new agreement that has been concluded between
the Board, De Beers and its associated companies in terms of Section 59 of the
Diamonds Act 1886 and the letter under reference and ite enclosure set out
correctly the ferms and conditions of the new agreement which | hereby confirm
on behalf of De Beers and its associated companies signed by Mr L A Lincoln, a
director of De Beers.
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MR GERBER: Chair, I'll get back to this letter you're referring to now, but | still
don’t know, | still would like to know who has signed this document, this
agresment. Remember the agreemant of 1888 had four 8ignatures, five
signatures on every page. Now we're talking about here of the 1992 agreement.
Can you show me where De Beers or the Diamond Board signed for this
agreement and paraphrase this?

MR CLEAVER: Through the Chalr, its De Beers’ position that the 1992
arrangements constitute an agreement made up in three parts. One is as my
colleague, Mr Petersen, has suggested the terms of the agreement contalned in
two or three pages. The second Is a lstter from the Diamond Board writien by the
Chief Executive to Ds Beers acknowiedging that the 1992 agreament is a new
agreement, acknowiedging that the Diamond Board accepts the terms and
conditions of the new agreement with the copy enclosed. When De Besrs wrote
back in the... [intervention]

CHAIRPERSON: Just give us a second. Pierre, what is the question, you seem
to...[intervention]

MR GERBER: Chairman 'm not being answered, bacause you see you're
talking about the 1988 agreement which was signed every page. Now you're
referring to accompanying ietters of the 1882 agreement. All I'm saying the
agreemsnt, the actual agreement; there is no signature on, sither from you or the

Diamoend Board.
MR CLEAVER: Our position through the Chair is that the suite of three

documents in 1892 constitute and agreement. They consist of as | say a letter

from the Diamond Board offering the naw terms signed by the Chief Executive,
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an attachment containing the conditions of the agreement not signed by any
party, and the letter back from the Finance Director of De Beers at the time
accepting the terms and conditions. So our position would be that that
constitutes a written agreement, or be it that the annax being the terms is not
signed by sach party.

MR GERBER: Chair if | may continue — if | may continue Chair. Now you've
referred to this letter that was addressed to your Mr Lincoln you ses. Now thls is
a letter that — and a copy of the agresment that we've been walting for and
looking for 13 years, that you only produced in August. This is the letter. You're
taiking about this letter, with all the smudge marks; look like it fell off the back of a
bus, but this is the letter.

MR CLEAVER: Is that {etter dated 13 January 1893 in the top right-hand comer?
MR GERBER: That's comrect, yes. Now you 8ee | have a problem with this letter,
because this was done in 1933 before we had fancy computers that you can
change lettering or whatever. Now there are three different types of letters,
lsttering on this letter. Have you noticed that?

MR CLEAVER: Would you be kind enough to Just enlighten me on that
statement?

MR GERBER: If you ook at “Your sincerely” at the bottom there, that's different
lattermg. It ioocks like there has been, maybe put in afterwards.

MR CLEAYER: Well through the Chair, D& Beers has no knowledge of how the
South African Diamond Board went about putting letters on its {etterhead, but De
Beers certalnly regards the lettsr as a valid istter and there’s certainly no

suggestion | would assume that there's something invalid about the letter. De
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Beers as | say, has no knowledge of how the Diamond Board went about printing

letters.
MR GERBER: Now if this was a legal agreement which you say it was, this

document then hasn't been signed by anybody, but you're ingisting the

accompanying letters making it legal, but know if you're insisting this is a legal
m

document and you have a permission to export the diamonds, which is — this is
basically a blanket permission. Why did you go and get another — another
pem you already had one in 19927

MR GLEAVER: Through the Chair. Over the years the terms of the, what are
called loosely the Section 59 agreements changed, they changed by virtue of
circumstances, they changed by virtue of what was going on in the industry. So

it's not comect to say that there was only one Section §9 agreement. There was

a prior one prior to 1892. Then there was the 1992 agreement as we've just

demonstrated and maybe for the record | can just point out that at the end of the
attachment containing the terms in the 1992 letter, there is language that reads
as follows:

“Approved — the agreement will be subject to annual review.”

So each year our understanding is the members of the Diamond Board reviewed
the terms of the agreement. Our understanding is if you look through the minutes
of the Diamond Board from 1992 onwards, there are confirmations that the 1992
agreement continues in the same terms until a new agreement was negotiated

and there are slightly different terms in the 1998 agreement to the 1992

agreement, so that would explain why a need to change the agreement. As to

why a formal agreement was signed in 1998 and the agreement in 1992 was
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@Ee by exchange of letter, I'm afraid | can’'t shed any light on it, because | wasn’t

present at the time, but our submission would be that both of the agreement are
perfectly valid legal documents, and that the 1998 one clearly refers to the
existence of a prior agreement which is terminated by the 1898 agreement which
then replaced it.

MR GERBER: That's like you say that is your submission that it might be a legal
document, but may | ask just another question. Was the 1992 Board resolution
that referred to the mutual consent by the reievant parties, that's yourself and the
Board, in concluding this new Section 59 agreement, together with the decision to
allow for blanket diamond export duty exemption for 20 million carats stockpile
transhipment valusd at about 822 million, was it preceded by lengthy
negotiations, or did it just come by one board meeting?

MR CLEAVER: My understanding and Chair please bear with me, { obviously

wasn't there, is that it was preceded by lengthy negations. The reason being the

1992 agreement changed the way in which diamonds were exported and then re-

imported for local cutting into South Africa. In 1987 De Beers Consolidated

Mines' diamonds were exported pursuant to a valid exemption and then re-
imported. Those, which were economically manufacturable, were re-imported

into South Africa. The industry asked De Beers in the 1990 and 1891 period to

make available to them a more consistent mix of diamonds to allow them to cut

them economically in South Africa and De Beers agreed in the 1882 agreement

for the first time to then mix the South African production when the diamonds had

been exported to London, together with all other De Beers diamonds from around

the world, and re-import back into South Africa diamonds no longer only from the
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De Beers mines, but from the global mix of De Beers mines, that way giving the
cutting industry what they'd requested from De Beers, which is more consistent
mix of diamonds. So my understanding was there was negotiation behind the
1992 agreement. Mr Chair, I've just been handed if | may point out, the original
of the letter from the South African Diamond Board of 13 January 1993, signed in
original by the Chief Executive Officer, which 'm happy to hand up if that's
helpful.

CHAIRPERSOQN: Continue Mr Gerber.

MR GERBER: Chair that will assist if we can get the original one. Now the

discussions on this agreement do you have copies of — of the discussions that

you had with the Board, or was it given to a sub-committee, because | see in
terms of the Act a sub-committee can actually consist of one person as well, but
are there any documentation regarding the discussions?

MR CLEAVER: Mr Chair, may | confer with a colleague of mine? Through the

Chair, we don’t have with us any of those documents. We, and as | say it's a
e e

fong time ago, we know that there were lengthy discussions. We know that the
Diamond Board sub-committee was involved, we know that there was more than
one individual on the Diamond Board sub-committee. We could certainly
investigate that, although we would suggest that if there are records, the

Diamond Board may have then. Nonetheless we can confirm there were lengthy

discussions in relations to the new 1992 agreement.

CHAIRPERSOQN: Can the Diamond Board enlighten us?
MR CHIKANE: Ja, at least the documents that ~ in the documents we have until

] think 2002, most of these documents including the one that was referred to
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earlier on, was signed by the former Chief Executive Officer of the Diamond
Board, Mr Bindeman, and in the case of whether or not there ware detailed
deliberations on this agreement, this is something that I'm not in a position to say
S0, because we were not part of the Board and we were not there. The only think
that we are aware of is that there is some resoiution that was passed at that
meeting, which basically constituted that agreement.

CHAIRPERSON: ! guess De Beers; you'd have fo assist us in this regard. If you
can't do it now, as | start — as | indicated when we started the meeting, we really
want to conclude this business today. We really want to conclude this business

today. So want to appeal to De Beers to go and do that investigation and bring it

it

back to the Committee as soon as is possible.

MR CLEAVER: Through the Chair we will do that, but I'd like to just reiterate that
De Beers' position is that we have a valid agreement which was preceded by
substantial negotiation given the change in the agreement between 1992 and

1987. We will do our best to uncover whether there are any minutes, but we may

not have all of the Diamond Board minutes, you would understand but we'li go
and look for that now.

MR PETERSEN: In respect of De Beers not providing information before, we
received a letter on the 22™ of February 2006 from the Diamond Board,

requesting us to fumnish the Diamond Board with copies of the agreement of 1992

and we've provided the same under cover of our letter the 24" of February 2006. \
We've provided this information in relation to the 1993 a reement. -
CHAIRPERSON: Okay, before | allow Pierre to continue, | want the Diamond -~ |

mean De Beers to understand and the Diamond Board that the questions that we
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are asking are o assist us formulate our question. Now it would be in your

interest if there are in fact documents that can prove that there was substantial

negotiations, not substantial, any negotiations in the lead up to the 1998 / f

agreement that's going to assist us. Failure of providing that information leaves

—

us to make our own mind up in terms of how and why that documents —~ or that
agreement was reached at. So itis really in everybody's interest that we have
those documents. Mr Gerber?

MR GERBER: Chair, I'd like to my colieagues chance as well, but maybe just

one question before Ron comes in. | just like to know what motivated De Beers

on the eve of the change of government into a new democratic South Africa, to

ship 20 million carats of uncut diamonds to London, only to re-import some of it

afterwards. | mean we've already mentioned the diamonds being about 900
million US dollars, the tax on that, 135 million US dollars, which is a billion Rand
in tax In 1992 already. A company like that which is like an institution in this
country, why — why that all of the sudden on the changes, | mean it really raised
questions, serious questions and that's probably why we're sitting here today.
MR CLEAVER: Through the Chair, I'm grateful for the opportunity to answer that
question. That is De Beers’ strong view is a misconception. We have — and it's a
misconception that we would very much like to lay to rest We have

comprehensive evidence of every single stone that was exported by De Beers

from at least 1990 onwards, and we have comprehensive evidence that in the \

1993 years broadly speaking no more than De Beers’ nomal production was

exported in that year. Not substantially or even much out of line with the volumes

and value that were exported the previous year in 1992, and not substantially
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different to what was exported in 1994. So we would very much like to state that
De Beers' position Is that De Beers doses not agree with that allegation. One way
of assisting the members of the Committee in this regard is, it was also stated
earlier that the Section 59 agreements give rise to a blanket exemption. That's
not quite correct of course, because in order to export the diamonds, even if you
have a Section 59 agreement valid in terms of Section 63 of the Act, you still
need for every singie shipment of diamonds that is exported, have
comprehensive records of valid certificates of exemption for all the diamonds
exported over the period, and would be happy to substantiate that in the 1993
year in question. The amounts in questions were not — has been put to us but

were broadly speaking in line with De Beers’ production in that year, and there

wasn’t a material spike in the amount of diamonds exported prior to the 1994

election.
CHAIRPERSON: Now before you come in Pierre, ist me just find out from De

Beers, we have documentation from the auditors that says differently, and I'm not

sure if you are aware, or in possession of that. You statement that the average %

amount of exports remained constant, or reasonably constant, is not the

information that we have from the Auditor-General. Now | want to check from the

Auditor-General’'s office the information that you supplied to the Committee, what
was the source of that information? We're talking about your document that you
gave us yesterday on page number 7 where there is a substantial difference
between South African diamond sales in 1992 from any other year. Could you

give us where that informaticn was sourced from?
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UNIDENTIFIED SPEAKER: It was received from the Department of Minerals

and Energy in terms of their records that they kept in terms of the Diamond

axports.

———

CHAIRPERSOQN: And so just before we allow — those diamond exports, can we

presume the exports were all or mostly from De Beers. Couid there be any other
organisation that exported tho;; mnds or are they De Beers’ diamonds?
UNIDENTIFIED §PEAKE Chair, in terms of our information that's the total
production, but as you know De Beers was the mgjority, the biggest production of
— the biggest production of diamonds at the time.
HA! ON: Thank you very much. Ja, we just wanted to set the record

straight, that the information that we have is that exports in 1992 were 4.6, what

is that, 4.6 billion as opposed to 1.7 billion the year before and 1.8 billion the year

after. In other words 1993 was 1.8, 1991 was 1.7, 1992 -4.7. SoI'm

highlighting this to De Beers, because you've just indicated to us that from your

point of view there was no spike. We have evidence to the contrary in that \
regard.
MR TRENT: Chair, just on a point of clarity, can we just be sure that we

understand the differepce between exports and sales, because there - there

could be a difference, and | think we just need to understand that, because this
document speaks of sales, and maybe we should just get clarity on that at the
same time that we are discussing thig particular issue.

MR CLEAVER: Chair as a point of order, we are in the unfortunate position...

[intervention]
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CHAIRPERSON: No hold on, hold on, | haven’ llowed you to speak. Can we
ask the Auditor-General’s office, page 7 specifically, are we talking about sates,
or are we talking about exports?

MR VAN HEERDEN: The column S A Diamond sales, pertains to domestic
sales, plus exports. It's total sales.

CHAIRPERSON: All right. Now that you, you wanted to say something De
Beers?

MR PETERSEN: Chairperson, it may actually be helpful if we ~ if we receive the
report this information is in, because we are aware of an audit that was performed
somewhere in the late 1999. We have not recsived a copy thereof. So we are
today not in a position to respond, but clearly we can say the information does
not, that is present here now, is not the information we have. So it may be useful
for us to actuaily engage the information, and then be able to have a considered
response.

CHAIRPERSON: We have a problem that | was hoping was not going to arise,

disputing of figures and so on, because it doesn’t take us anywhere. It doesn't
take us anywhere. If De Beers are disputing figures given to Parliament by the
Auditor-General and we operate from the basis that the Auditor-General is our
source of information, it really takes us nowhere. It takes us nowhere and maybe

— maybe — maybe the Department of Mineral and Energies where we got this

documentation — or we got this information from, are you able to — to shed some
‘_‘“ﬁ—-

light on the information that we are now using as a basis for our interrogation of

this matter? Is there any — just on the point of was there a spike in terms of
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exports between 1991, 1992 and 1993? What did the graph look like from your

point of view?
MR NOGXINA: Thank you Chair. Well, the information as far as we are

concemed is as we gave it to the Auditor-General. So we can confirm what the }

Auditor-General is saying.

CHAIRPERSON: All right. As far as this Committee is concemed, we will take

the information from the Auditor-General and De Beers in the event that you want

to dispute it, will have to come with evidence to the contrary. Unfortunately our

source is the Auditor-General and unless there is reason that the Auditor-
Generat’s information is inaccurats, it's the information we're going to use, but we

will give you - we will give you the information that we have to allow you an

opportunity to interrogate it later on, but we are going to move from the — from the
- e ——

position that there was indeed a spike in 1992. Mr Trent, is your question

answered?

MR TRENT: Chair | ~ on that particular issue there is clarity there and | think that
clearly we need to get absolute certainty on that particular issue in due course.
CHAIRPERSON: No, we will do so. You should put your mic off Mr Trent. Let's
take the Auditor-General and then Pierre we’ll allow you to conclude before we

allow somebody else.

MR VAN HEERDEN: Chair, we have a copy of the South African Mineral

Industry book, the SAMI, Directorate Minerals Economics, DME, and so we have
e ———

there a table on page 24 for the 2005/2006 copy where they the indicate South

Africa’s mWon 1987 to 1996, and | just will read to you the

total production which is Kimberlite, Alluvia and Marine in carats, notin Rand
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values. In 1987 total production for South Africaw  10.2 millio 1988 it wag§ )

million, 1989 It wagr&8 millign’ 19— .1 millio 1991 <H.7 millop. 1992€84).

s

million, 1993 10.2 rounding it, 1994 995 it dropped back to
din1996it So to say that a transhipment of 20 million carat is

equal to annual production is not correct. it's doub  asicailly annual production.
f 'y

CHAIRPERSON: Mr Gerber?
MR GERBER: Chair just for clarity, so — so based on the — the 1992 agreement

which you insist are legal, M_aven't paid any export duty right up 1jll 2007, am |

corrgct on any diamond that was exported?

MR PETERSEN: Chairperson, the numbers that we have before us starts in

) 1_9_92 and...[intervention)

CHAIRPERSON: Sorry, are those numbers of exports?

MR VAN HEERDEN: Exports and production.

CHAIRPERSON: Exports and production, and are they different to the figures
that the Auditor-General has given us? If they are, | don’t want to open a debate
here. Just give us that information; we’ll interrogate it ourselves._lf_y_qirg_

disputing the figures that we’ve received, please supply us with that information,

but | don't want to open up a dialogue between the Auditor-Generai and De Beears
W

_now. The question before the - before you now was have you been paying
duties on exports since 1992, what is it, was it 18927 Pierre, please repeat your
question?

MR GERBER: Have you paid since 1992, since this agreement that we're

discussing, have you paid any export duties on the exports of diamonds — uncut

diamonds to London?
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MR CLEAVER: De Beers has complied entirely with the {aw from 1992 onwards.
So the extent that it has exported diamonds it was done entirely with a valid
certificate of exemption, and if | may through the Chair, it maybe worth reminding
the Committee that it's not so simple as De Beers just exporting the diamonds
and then never being used in South Africa. Of course the principal terms of the

Section 59 agreement was those diamonds which the local industry believed it

could economically cut in South Africa would as a condition of the exemption be

re-imported from 1992 onwards out of a London mix back into South Africa for

cutting.
——

CHAIRPERSON: Sir, so what you're saying to us that since 1892 you didn’t pay L

duties because there was a legal exemption.

MR CLEAVER: Correct, De Beers has operated in accordance with the taw with
T —

a valid exemption.

CHAIRPERSON: For the record you're saying that you had an exemption.

MR CLEAVER: Correct.

CHAIRPERSON: At some point if you ask you to prove, or to give us a copy of

that exemption you will be in a position to do so?

MR CLEAVER: Yes, we would.

CHAIRP N: Thank you. Pierre, are you through?

MR GERBER: Now based on what you've just said previously now, is that you

can - yo n give recollection of every stone and the detail of every stone that \

you've exported?

MR CLEAVER: Yes, that's correct. We have a valid certificate of exemption for

————

every parce! of stones that was exported. Clearty you don’t get a certificate for
—
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each and every stone, but you get one through every shipment that is shipped.

So yes, we would say we have a vaiid certificate of exemption for every diamond
shipped.

CHAIRPERSON: Okay, let’s... {intervention]

MR GERBER: Because Chair... {intervention)

CHAIRPERSON: No, no, before you continue, let's short circuit, can we have \
those exemptins?

MR CLEAVER: With pleasure, Chair.

CHAIRPERSON: Before you leave today?

MR CLEAVER: We can give you copies of the exemptions for the relevant year

being the 1893-year; it's a large file. We're very happy to | hat with the

Committee and we can produce any other documentation you would require for

subsaquent years.
CHAIRPERSON: Asking for exemption since 1993 to date. (

MR CLEAVER: We can produce all of that, but we don’t have all of that with us. \

That's a large amount of documentation, but what we do have with us is the
1993-year because that's obviously the year we came prepared to talk about, and
we would be very happy to leave that with you and to assemble copies of ail of
the remaining documentation, which we do have, | can confirm.

CHAIRPERSON: Okay, we'll agree how we — how we examine those

exemptions after this, but we certainly going to want to have a look at them

whether it's on your premises or our premises we’ll conclude that. Let's take the

AG.
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MR VAN HEERDEN: Chair, | think we're talking about the 1992 records. So if

that is possible to be submitted as wsli, thank you.

CHAIRPERSON: Possible?

MR CLEAVER: Hm.

CHAIRPERSQN: Thank you.

MR GERBER: Chair, I'm nearly finished if you will allow me just a couple, a
minute or two. The thing is in terms of your legal opinion that you got from your
Advocate S C Lockston (sic), it says here 11.3;

“With reference to chapter 6 to diamonds in the singuiar in particular that

diamond is not in our view significant. Firstly in terms of Section 6(a) of
the interpretation of 1957, unless contrary intention appears, words in the
singular include the plural. Secondly a reading of chapter 6 which requires
that diamonds must be offered for sale stone by stone to diamonds cutters,
or must be valued stone by stone would having regard to the quantities
involved will lead to absund results.”
There is a presumption in our law that the legislator does not intend absurd to
unreasonable resuits, and I've just wanted to mention this to you because you
said that you have evidence of each and every stone, or parcels of stones. So
just to bring that to you. Chair my last question, | would just like to ask if | may,
the head office of De Beers, is that in Johannesburg or Kimberley or where is
that, because 1 would like to just ask something about that.
MR CLEAVER: The head office of De Beers Consolidated Mines is in Kimberiey.
MR GERBER: Kimberiey. Okay now in terms of the 900 million U S dollars that

was shipped out, on that consignment of diamonds, the REC levies on that which
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ii calculated at 0.160512%, which amounts to 1.44 million U S dollars times

R7.99 which is about R11.5 million. Although REC levies has been phased out,

———

——

have you paid the REC levies on this shipment, because we can't find trace of ) (
that.

MR CLEAVER: Firstly | and ! fully understand we're not here to debate the
differences, but just for the record of course De Beers disputes that that was the
figure in question. Secondly I'm not in a position right now to answer that

question. | have little doubt that the REC levies were paid and if the Committee

requires ys to look into that and substantiate that, we’ll gladly do so. d

CHAIRPERSON: Please do. Pierre | have to move on. | recognise Ron and

then Mr Trent and then Mr Godi.

MR MOFOKENG: Chair, | think I'm much covered, but | wanted to get it clear
here. | didn’t get it well. Is that how i had it, | mean Section 59 agreement do you
say you can hand it over to — through the Chairperson but | just wanted to get it
cleared. Thank you very much. | think that has been agreed and then the only
question to cover, because Pierre has got much more than what | wanted, to the
Board, | heard the Board — | mean the Diamond Board saying that was previous
board so and so whatever, which it always happens, but now what sound funny to
me Sir is that since this has been discussed | mean for many, many years, up to
now it doesn’t seem to have any follow up that you have made as a board
member, because if DG decides | mean now when | take over the following year
and then | have to go back and then come back to recap and see what were the
problems two years back and all of those things. Then when you get a query,

you will make a follow up. So we were with you two years ago and arguing on
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this, but up to now you seem not to say | don’t have that note which we have got
now. How far have you done, are you really taking the trouble, have you got any
pile of basket of information that you can refer to our Chairperson now in your
investigation for these past two years?

MR CHIKANE: | think first of ail | should qualify what I'm going to say by
confiming that the Diamond Board was established in terms of the Diamond Act
number 56/1986 and as an institution that is created in terms of that piece of
legislation, we had to comply with the legislation as is. On the other hand we had
constraints. For instance Section 59 agreement seems to be, you know the main
bone of contention if you may between different departments and the Diamond
Board. Throughout we had to comply with the Act and with Section 59 as

enshrined, and | think whatever constraints we may have had was as a resulf of

that legislation and one is pleased that it has been abolished and been amended

and now we have a completely new Act. The second thing is that we have

instituted investigations on several occasions and there are documents that were

not available at that particular time and they keep on coming up. For instance |

et

can assure you that the file | have here has got all the documents that we have

received from the Board, that is the previous administration and also from De
Beers, but there may be one or documents that we stifi did not have in our files

and as to what happened, first of all the Diamond Board itself did not have lots of

records that we needed as the new board and we battled for several years to

acquire that information. We even checked with DME. DME didn't have such
— — s

information, and | think we tried our best within you know our constraints to

—————— ey

provide as much information as possible.
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CHAIRPERSON: Mr Mofokeng, is that it? Mr Trent, Sir.
MR TRENT: Thank you Chair. Chair | think the main issues we have covered

regarding the legality of the agreements, etc. that's a matter of law and I'm not an

advocate or a lawyer and | don't think SCOPA's intention is to try and be that.
There are just two issues that are sort of connected with each other. it just
concems me a little and perhaps we can get just some clarity. The first is the
way | understand it that in terms of this Section 59 agreement the production for
each year must be offered on an annual basis, and yet there is talk of stockpiling.
Now to me if you offer each ~ each year your total production, stockpiling can
then only apply to what you did not sell, because you would have to then carry

that over. That amount of - H_E_cg_rgts_gg;mmjged that you would have to be

offered and it be subject to this agreement, comrect. So it is alleged that

there was 20 million carats accumulated and then exported or sold in one single
year, and | think that — we need to get clarity on that, because that clearly in my
view would constitute not what the Act had intended. That's my first question.
CHAIRPERSON: Let's interrogate the first one. You'll answer the second one
just now.

MR TRENT: Ja, the second one is connected to it Chair.

CHAIRPERSON: Okay.

MR TRENT: Because | think what we’re talking about now as the Chair said
earlier, we're talking about diamond export duty. That's really what we're
interested in, because that's revenue to the state. Now what i find strange is in -

in the document that we were supplied with by the AG it gives the diamond sales,

which you are aware of for 1&91, 1992, 1993, 1994, | think you've got those
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figures, which don’t seem to be consistent, but then we've got a diamond export
duty paid and this to me, it's totally incomprehensible. In 1990 the total amount of
duty paid was R2 658 and then R1 160 and then in 1992 when it's — you alleged
———— - -

to have exported or soid R4.6 billion worth of diamonds, the tax was R399. Now

—

you know | just don’t understand how that can happen, when surely you pay no

tax if you're exempted, but where this R399 come from? |t just, to me it doesn’t
make sense.

MR CLEAVER: Through the Chair it's not - iet me try and answer that. | don’t
have this information in front of me of course, but... [intervention]

MR TRENT: | accept that this is not only De Beers, it's... [intervention)

MR CLEAVER: And that's the answer that there were two producers with

Section 58 agreements and there were other producers who had a different
regime applying to them and therefore would have paid duty. So that, | can't
answer the question unequivocally but that would probably expiain why you see
some duty on your figures.

MR TRENT: So therefore Chair just to follow up, so... [intervention]
CHAIRPERSON: No, no, before you follow up, we loose the first question about
the stockpiling, when the Act indicates that you need to make it available
annually. We are now understanding that there was a breach on that, because
otherwise how do you — how do we get to the view that there was stockpiling. if
you could expiain that to us?

MR CLEAVER: !l try through the Chair. In the first instance just to remind

everybody, we don't agree with that number. Our fi ures show that there was

stock of the order of 1.6 million carats and nothing like the numbers that you \\\
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specify. The 1992 agreement very cleariy at the end of the last paragraph says

that and | quote:
“The full production (other than certain diamonds) will be incorporated into
the London selling mixture from which in tun diamonds will be allocated to
S A site holders. This will apply to any accumutated stock held in S A at
the time the new agreement becomes effective.”

Now it's probably worthwhile just understanding what happened in practice. In

practice there is what an annual — what's called a layout, which is one run of all,

the entire De Beers production got laid out in Kimberley over five floors, took up
the whole building and the Diamond Board and the members of the Committee
would come along and discuss amongst themselves what of that production they
would require in that year in order to cut and poligh in South Africa. So
essentially they would then agree that and come to De Beers and tell De Beers

what was required. De Beers would then export the whole lot with a valid

. 3

exemption certificate and re-import out of an aggregated mix, the quality of which

was much better than just the De Beers mines, the amount that the local cutters

had required. So the local cutters received in every single year what theL k

rwe balance was of course exported and not re-imported. So the
answer to the question is that the local cutters were offered the opportunity to
take up what they wanted. They made the decision in the form of the Committee
making a recommendation to the Board and thereafter the exports took place.
CHAIRPERSON: Sirlet me ask you a question that | think the Committee wants

to ask, we might as weil ask it. Are you saying to Parliament that De Beers did

not hold back for want of a better word, any of your productions with a deliberate
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attempt to have a stockpile to move out iater? | think that's the question and

maybe we should move away from being nice to each other and just be frank.
Are you saying to us that prior to 1992 when there was this supposedly big
stockpile that was shipped to London, you are disputing that? Is that what you're
saying to us, because what you're saying to us now is that nothing seems to have
been untoward and | mean we are suggesting to you quite frankly that there was
something untoward, because there was stockpile and that stockpile was shipped
out just before the election. That's our contention, and we'd like you to dispute
that.

MR CLEAVER: Thank you Chair. De Beers would dispute that allegation.
Clearly De Beers maintained stockplles around the world and De Beers would not

like to suggest anything to the contrary. What we are saying is that our records

shows that the amount of stock on hand at the time was substantially less than

what has been put to us taday, and that it was certainly not withheld in order to
e — —

avoid any kind of duty. It was ultimately shipped in 1992 so that it could form part

of the London mix and so that all those diamonds could now be mixed with other

diamonds in London, as | tried to explain earlier. So De Beers would refute any

suggestion that there was stockpiling in order to ship a large volume, an

abnormally large vol of diamonds prior to the 1894 election.

CHAIRPERSON: Okay, now it's getting hot. We're going to ask you hard

questions Sir and we expect honest answers from you, but Mr Trent before |
move on to Mr Godi, are you through with your questions?
MR TRENT: { just wanted to conclude on the question of the export duty,

because that had been explained and we understand that surely you were not the
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only exporters, but are you saying that you were not liable to pay any export duty
whatsoever during that period in terms of your exemption have any requirement
to pay any export duty.

MR CLEAVER: Once we had a requirement of course to comply with the law
and once we had a valid exemption which was all in terms of Section 59 and all
premised on us re-importing back into South Africa the volumes of diamonds
required, yes.

CHAIRPERSON: Thanks, let's move on to Mr Gerber, you indicated you wanted
to follow up and then we’ll move to Mr Godi.

MR GERBER: Chair just maybe on the issue of the 20 million carats, or the
alleged 20 million carats and you are saying, you mentioned a figure of 1.7 million
carats, 1.6 million, maybe because the people from the Auditor-General's office
who are here went to London to inspect this and maybe they can give us also
their side of the story in terms of the volume of carats that were taken out in that
shipment. Thanks.

CHAIRPERSON: We also, before you answer Auditor-General, we want the

Department to give us it's view. Was the t ile  or was there no stockpile.

We want the Board to give us its view, because we seem to be now disputing
whether there was a stockpile or not. So the AG, you'll give us what you're
understanding is. We're gaing to ask the DG to give us higs understanding and we
can ask the Board to give us their understanding and then before you do that Mr
— okay let's allow Mr Godi and then we will move in that fashion.

MR GODI: Ja, thank you comrade. | think for me that will probably the crux of

the matter, because if indeed there was an abnormal guantity that was sent out in

HELD AT: PARLIAMENT 12 SEPTEMBER 2007
TRANSCRIBED BY: TGI PR & EVENTS, TEL & FAX: +27 (0) 21 9301034, £-MAIL: medcom@iafrica.com

28

139



10

15

20

140
DE BEERS ~ SA DIAMOND BOARD

relation to what we know, that becomes the basis you know of the concerns that

have led to this process coming up to where itis. So clarity and confirmation in

terms of whether or not there was an abnormal quantity that was, you know that

was shipped out, we will be very critical in determining how we move forward
before | come with other points.

CHAIRPERSON: Please if we could ask the AG to give us your sense of what
happened in 19927

MR VAN HEERDEN: Thank you Chair. Our - our stats that we've — that we've
provided is derived from two audit reports by PKF which was appointed by the
Diamond Board evaluator at the time to look into the stockpile and the figures that
were quoted and that was recorded for SCOPA is the figures that came from the
two reports of the PKF auditors.

CHAIRPERSON: And PKF are ...?

MR VAN HEERDEN: PKEF is the — as | said the auditors that were appointed in

London by the Diamond Board evaluator at the time and there are two reports of

10™ March and April 1999 refiects those figures as such,

CHAIRPERSON: Can we ask for comment from the DG?
MR CHIKANE: Thank you very much Chair. According to our understanding
F—————%s__q‘__

there was a stockpile.

CHAIRPERSON: Can we ask for comment from the Diamond Board?

UNIDENTIFIED SPEAKER: Yes, there was a stockpile.
CHAIRPERSON: Thank you very much. Mr Godi, can you continue?

MR GODI: Thank you Chair. | want to firstly make an observation that as you will

be well aware that this issue has been with us for quite some times and the
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reason for it being a protected matter was principally and primarily because there

appeared to be no availability of information that could assist the various role

E’f}ﬁ@_m reach a conclusive position and in our last engagement with the
Department and the Diamond Board, you'll recall that we felt that maybe it will be
proper if we have De Beers here as well so that in terms of the role players
involved, we could have some element of completeness, and what is of concern
to me, is the fact that the De Beers appears to be much more than willing to
provide information that they have, as | listened to their inputs here and the
question that | have is if — if De Beers is 50 willing to provids information, why has
it not happened all along? Is it because the Department or the Diamond Board
did not contact De Beers, or De Beers was reluctant to — you know to play atong
all along, which — which raises | think some of the questions that Comrade Pierre
raised earlier on in terms of you know not being too happy, or be taken up by
documentation that we have hefore us, when all along these have not been —
have not been available and | would imagine that the gentiemen from De Beers
would, if they were in our shoes, be as probably as sceptical as we are. SoI'm

not sure really whether it is the Board that should come in, or it is De Beers, whg

has it taken so long to provide any documentation that has been sought by the

——— —

Auditor-General that — that we have sought up to - up to ,"9‘.‘..’3,, i

CHAIRPERSON: Can we ask for a response on that matter, either De Beers or
the Board, what was the reason for the difficuity of getting documentation for us

to make an opinion? It seems now that this documentation is readily available,

but it has taken us a long time and lots of pain to get these documents. Does
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somebody want to explain or give us a rationale? Let's start with the Board and
then we'll go to De Beers.

MR CHIKANE: Waell, the simplest answer is that we have instituted investigations
on this matter and on the Board we had members of De Beers that represented

on the Board in terms of legislation and they — we have always assumed that

those were individuals that were our contact point and at any given time every

———— ———. .- s i eeea

information we needed that would come from them. However, that didn’t happen
o Eaihsuing ha el o

and subsequently we — | then had to write a letter to the Chief Executive Officer

— o

or Managing Director of De Beers requesting the same information and we got
e ————

part of it and if there is any other information that is not available, it's simply

because it hasn't been presented to us, but there is information that was provided
to us only after | had written a letter to the Managing Director of De Beers.

CHAIRPERSON: Could we get De Beers’ comment? Thank you Sir. De Beers?

MR PETERSEN: Chairperson, in so far as the formal request from the Diamond

Board dated the 22™ of February 2006, the request was very specific for

—_—

information and we supplied all the information required in this request under

cover of our Istter to days later on the 24™ of February. So in 5o far as that —

2006 within two days we supplied to the information requested. In so far as the

1999 PKF audit is concemed, | would like my colleague to address that matter.
MR CLEAVER: Thank you. Mr Chair, ! think it's worth making this observation.
We obviously have no knowledge of the 1999 audit, aithough we've asked on a
number of occasions to see a copy of it. Our understanding has been confirmed

by the AG, which is that it was done in 1999. Now clearly 1899 was a very

different time to 1892 when the allegation of a large stockpile is being made

=
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against us. We're quite happy to check our records, but it's more likely than not

that in 1999 a stockpile of diamonds that had not been soid although they had A

been offered for sale in South Africa, of that order may have been built up over

———

why that number seems so large. It's instructive to us that that audit was done in

1899 and it may explain the discrepancy in our figures. Obviously we're not

going to have an argument here about whose figures are correct, but ! would like
R s -

to point out for the record that that audit seems to be dated 1999 which is some

seven years later than we're talking about.

MR GOD!: Thank you Chair. Going back to the supposed agreement, | — |
suppose you're very careful when you say as far as you're concerned the board
resolution constitute an agreement. | suppose the word “constitute” implies the
recognition that it is actually a deviation from the norm, and | - I'm looking at, |

hope the Auditor-General’s office will assist. The 1988 Transhex Group Limited

Section 59 agreement and the 1998 De Beers S A Diamond Board Section 59
——————— 0

agreements, they appear to be in the same formgt, in the same context, but there

is a deviation in relation to the — to the 1992 agreement and | think that is where

our — our bone of contention comes that the agreement or the supposed

agreement of 1992 was a deviation and creates doubts on our part and | would
M————

imagine that if you were in our shoes you'll certainly be quite suspicious. Do you

necessarily regard it as valid simply because there is a resolution of — by the
e tertraracgestog,

————————

Board, or do you acknowledge that indeed it was a deviation from — from

—~—

standard practice in term of — in terms of the way agreements were constituted

from De Beers’ point of view?

ot

HELD AT: PARLIAMENT 12 SEPTEMBER 2007
TRANSCRIBED BY: TGI PR & EVENTS, TEL & FAX: +27 (0) 21 8301034, E-MAIL: medcom@iafricg.com

32

143

I

————



10

15

20

DE BEERS - SA DIAMOND BOARD

MR CLEAVER: Just a point of clarity, we — we don’t suggest that it's an
agreement merely by virtue of an extract from the Board minutes. As | tried to
explain earlier, we suggest it's an agreement by virtue of a {stter from the Chief
Executive of the Diamond Board explaining very clearly that it's a new agreement
with the terms and conditions attached. The terms and conditions attached are
headed by the words “agreement with De Beers Consolidated Mines Limited” and
then that was accepted by De Beers by virtue of a letter of the 13" of February.
So our position is there is a valid written agreement. I'd like to point out and !
don’t wish this to be a legalistic debate and this is De Beers’ position, but I'd like
to point out that there is even no requirement in the statute that the agreement is
in writing. Our position is it's a valid agreement in writing. 'm not in a position to

e e ettt e iy,

speculate as to what was a norn and what was not a norm in 1993. | wasn't

there, nor any of my colleagues unfortunately, but our position is as I've explained
earlier is we have a valid written agreement.

CHAIRPERSON: Okay, just for the record so that legal illiterates like ourselves
understand this when we write our report, you are saying that the Board who was
the regulator wrote a letter to you. You as the operator or whatever wrote

another letter back and those twao letters in your mind constitutes an agreement

and secondly that as far as you understand there was no law compelling an

agreement in writing. That's what you want us to understand, am | paraphrasing

it accurately enough so that we could go away and write our recommendation on
that understanding?
MR CLEAVER: Not quite through the Chair. Our position is there is a written

agreement, because the letter from the Chief Executive offers the new terms
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which are attached in an annexure that are headed with the words “agreement”,
which offer is accepted by De Beers in a subsequent letter. So our position is
there is a written agreement.

CHAIRPERSON: No, no, I'm hearing you're saying there is a written agreement
but you're saying it was not necessary because it didn’t have to be in writing. |
thought | heard you're saying something to that effect.

MR CLEAVER: No, no, just to be clear, our position is it's a written agreement.
It so happens even if there wasn’t a written agreement, which is not our position,

that the statute doesn’t require a written agreement. [ prefer us not to have that

s

legalistic debate and our position simply is there is a written agreement, a valid
written agreement.

CHAIRPERSON: That's fine, no that's... [intervention]

MR CLEAVER: And we have the originals as we've indicated earlier.
CHAIRPERSON: Thats fine, we're not lawyers here, we’re mere mortals, but

we're going to take that agreement and apply our mind. Please submit it to us so

that we can in our own mind make up our mind what it is and you're saying — can
P aa a

you tell us who was the chair, or the CEO of the Board at the time, was...

[intervention]

MR CLEAVER: The letter appears to be signed by a Mr C J Hambley (sic) on a
letterhead under his, as the then Chief Executive Officer as far as we can tell of
the Board.

CHAIRPERSON: The CEO of the Board. So just for SCOPA’s purposes, the
CEO of the Diamond Board wrote a letter in 1993 to De Beers to a Mr L A Lincoln

(sic) saying, headed “new agreement with De Beers Consolidated Mines.” A
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month later Mr L A Lincoln (sic) responds to that letter saying that they accept -
or confirm that the Diamond Board - ja basically writing saying that they accept.

Those two pieces of paper De Beers are saying to us constitutes an agreement

and it's on that basis that they moved on. We're not going to dispute whether

that's right or wrong now. We just want to understand that this is what you are
saying so that we take that and do our own homework. So that is the position
and we're not going to debate whether it's an agreement, whether it is legal,
whether it's binding, not in this meeting. We'll do that somewhere else. So that Is
an agresment, but | see you're viotently pointing your hand up AG. Please help
us, we want to just get to a point where when we take a decision, our decision is
well informed. AG?

MR VAN HEERDEN: Thank you Chair. 1 just like to — to point out as well that the
other agreements at the time that was concluded between the Diamond Board
and the other operators were done in a similar way as the former agreements, as
well as the [ater agreements. This was the only agreement that differed in terms
of — of the way in which the agreement was drawn up, signed on each page and
eventually noted as a Section 59 agreement, but by saying that | would just like
confimation through the — through the Chair, that the previous agreements that
has been referred to in this agreement of 1892, being the ones M do

we perhaps have a copy of those agreements available and in what way does the

——

1892 agreement differ from the format of the previous agreements that has been
referred to.
CHAIRPERSOQON: Before you — before you move on, could we request everybody

with cell phones please to put them off. it really affects our quality of
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transcription. Everybody, not on silent, if you could put your phone off. De
Beers, if you could respond to that question?

MR CLEAVER: My understanding through the Chair is that there was a one-

page letter in 1987 constituting an agreement writien by an executive officer of
M

the Diamond Board to De Beers for the period 1987 to 1992. So there wasn't a
i — e ——

_firmal agreement signed and initialled on every page.

CHAIRPERSOQN: Can we move on to Mr Trent, then Mr Gerber?

MR TRENT: Chair yes, I'm going to deviate slightly from what we've been talking
about. In respect of the Diamond Board, the way it was constituted at the time, it
was completely different to what it is now, and you understandable have said you

were not there at the time and it will be difficult for you to answer questions. This
Mr Hambley (sic) was the Chair at that time, is he available as other member of

the Board at that time, are they available? Could they be called, could we have

access to them as a Committee, because 1 think we need to close the circle,
because that's the one, to me the one part of the puzzle that's missing, to hear

what is it that they have to say? So do you have contact numbers for them, etc,

that we could get hold of them?
MR GHIKANE: Interestingly enough still available, most of them and

some of them actually still serve on soma of the Boards, but | just want to make a

comment at some point, and | hope this will be in order Mr Chair.

CHAIRPERSON: Go ahead.
MR CHIKANE: That this — | so wish this matter couid be brought to its {ogical

conclusion. In my view having participated in this discussions for so long without

reaching any conclusion, is that there are basiwllz two issues. (a) Being the
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Itigja_ljg_gf this issue, and the legality of the very Section 59 and secondly the -

the levies. So there is a financial issue and there is a legal issue. It does look
— oY=

like if De Beers and the Auditor-General of course and the National Treasurer

couid sit down and — and reach some understanding on the exact figures and
—

determine whether or not there is anything that is owed to the state. | think that

would partly resolve the matter and such a report could be presented to
yourselves, and secondly the — the other part of it which is the legality of the
matter, is that it tends to be a little bit more complicated, because [ can only
imagine and | wouldn't like to predict what De Beers is going to say, whatever
agreements or resolutions or anything that were approved by the Board at that
particular time, | can only guess that De Beers would regard that as constituting
an agreement, imespective of the format in which they were presented to De
Beers. So there are two issues. The legal side of it | think it can be dealt with,
without necessarily going to any court, but basically by reaching some
understanding of what happened and close it, but the second one which is most
important is the financial, and if you did that, you wouldn't have to come back
here again, because you have the opportunity to even interview Mr Bindeman
(sic) who was the Chief Executive at that time who is still around. You also have
other people, but | think this matter will drag even you know for a much longer
period, when in fact all the parties involved are here, and | think you could
actually bring it to it's logical conclusion without taking it any further.
CHAIRPERSON: No, thank you Sir, we were going to do exactly that. One way
or the other, SCOPA today was going to pronounce on this matter and that is why

| continued to say that we want to understand what you saying, because oncs
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we've pronounced on it, we will defend it and if it means damage to the AG'’s
reputation, or it means damage to De Beers, so be it, we will defend it as SCCPA
and that's why we are very careful today that we understand what it is that you
are saying. What we are not going to do is going to have another hearing on De
Beers. We're just not going to have another hearing on De Beers. One way or
the other we'll pronounce and we'll persuade Parliament to adopt whatever it is,
and it will be for the record in future. So thank you very much. That's exactly
what it is that we wanted to do. So — and that | was — | was very persistent in not

getting into a legalistic argument. Let us repeat, SCOPA’s view-is does De Beers

have an obligation to pay the state for any taxes that it did not pay, and if he did,

how do we go about doing that. If they don't we close the chapter and we move
on. Thatis our interest in this matter. So is the end game that we want to play.

So Mr Trent and [ think Mr Gerber, let's stick away from the legalistic part. If
T— —

there is anything else you want in terms of information gathering to assist us with
our resolution from a financial point of view, I'm going to allow you to ask the
question and then Mr Gerber and then we’ll try and wrap up in terms of what is it
that we have, what is it that we might require and by when can you expect a
pronouncement at least from our side. Mr Trent?

MR TRENT: Chair yes, I'm happy that there’s nothing further that we can glean
from the parties present here today. | did suggest that it might be useful to talk to
people that are not here, but the Committee will decide upon that in its own
constituted way. So | don't think it's necessary for any further questions from our
side.

CHAIRPERSON: Mr Trent. Mr Gerber?
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MR GERBER: Chair just two short questions. The one maybe has in a way
hesen touched on by the AG's office and that is the letter of De Beers
acknowledging the 19982 agreement, and also the letter from the Diamond Board.
You know it starts off, the one from the Diamond Board to De Beers starting off
with “new agreement” and later on in the letter it refers to “new agreement”,
where as the one from De Beers actually refers to this “new agreement” three or
four times in the letter, which makes it a bit funny, but now the only questions that
I — that | think for myself that | need clarity on is, I've read through this unsigned
document, this agreement which you insist is legal, the 1992 one. Now nowhere
in this agreemaent is there a date, which says it will — you've got permission to sé
nou maar 1996 or whatever. Wremwg Now
why if you have an open ended without a cut off date agreement like this, why
would you then go and have another agreement, insist on another one in 19987
This it the one question | would like to ask. Then... [intervention]
CHAIRPERSON: No, no, let's — because we want to move to closure, let's ask
that question, get an answer on it, agree to or disagree on your answer and move
to the next one. De Beers?

MR CLEAVER: Thank you through the Chair. The answer to that is that in the
very last paragraph of the two page attachment, paragraph X it's very clearly
stated that in so far as the 1992 agreement is concemed the agreement will be

subject to annual review. So it was not an evergreen agreement that just

continued. It was reviewed by the Board and its members every year, and by the

time 1998 came along, there had been changes of circumstances, which required

——

é g agreement. So it's not — it's not — it's not correct to say that it was an
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evergreen agreement. It was an agreement, which was subject to annual review
and therefore did change in accordance with changing circumstances in the
country.

CHAIRPERSON: Mr Gerber?

MR GERBER: If that is the case then — then — then the annual reviews, do you

have coples of the annual reviews that you can supply to this Committee?

MR PETERSEN: No, we have letter dated the 28" of March 1995 and the 22™ of

ey

January 1996 in terms of which the Board reviewed the agreement and confirm

that it continues for another year.

MR GERBER: So in seven years the Board only reviewed it twice, that's what

pr——

you're saying?

MR PETERSEN: Chairperson | - I'm regponding to a question. This is what |

have with me now. | will go and have to go and dig whether there is more, but for
the purpose of this we just want to make sure that we have the information, that
indeed the annual review was performed.

CHAIRPERSON: Let me put the question differently to you so that we don't get
technical. During that period are you aware as you sit here, are you aware that
there was an annual review of the agreement, not what you've brought with you.
Are you aware that there was any annual review as — as you are suggesting your
last paragraph was intimating.

MR CLEAVER: Our understanding is that the Section 58 Committee did review
the agreement annually.

CHAIRPERSON: Thank you that help us answer that question. Any other

questions from members of Parliament besides Mr Gerber, I'll give you last; | just
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don’t want it to be a Gerber versus De Beers thing. Any other member of SCOPA
that wants to ask a question? No? Okay, then Mr Gerber you... [intervention]
MR GERBER: Chair — Chair no | mean — you know the - the tax — the 15% tax
which was applicable at that stage, was raised in 1996 from, with 50%, from 10%
tax to 15% tax, which was also the year that there was the assassination of the
then Prime Minister which makes it funny. It's all these kind of theories. But
anyway the question | would like to ask Chair is... [intervention]
CHAIRPERSON: Don't consider this last comment.
MR GERBER: There is all these theories, but Chair what | would like to ask is in
the Hansard of — when this Act, the 19868 Act was debated on Friday, the 30™ of
May, the Minister mentions here, the then Minister, the Committee of inquiry into
exchange controf and tax malpractices, the Brown Committee, to an effect that
and } quote:
“Millions of Rands in the form and tax and foreign currency are involved.
The Committee in question made this finding with specific reference to
practices such as transfer pricing, and artificial pricing in the exporting of
diamonds.”

Now | would just like to know, was De Beers audited by SARS at any stage in

terms of anti transfer tax legislations and any regulations?

—

MR CLEAVER: As a general observation but | can't answer the question without

digging into the records in the year in question. De Beers has been subject to a
large number of its by SARS over the years. |can't answer it more

specifically than that unless you give me more specific dates, which | will happily,
P Y you g p ,&

go and look into.
m_'_-____i
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CHAIRPERSQN: Thanks; I'm going to bring these proceedings to an end by just
contextualising for everybody so that nobody walks out of here with different

understandings. Theérst thing is that we're asking De Beers to ive us a copy of
your export duty exemptions for the years 1992 and 1993. We'd ask you go give

—~——

&z’
us that. We’d also want De Beers to go and investigate whether you paid REC

levies. We algo want to indicate here that in terms of the agreement or otherwise

————————

of a stockpile, the Auditor-General, the Departments of Mineral and Energy, and

the Diamond Board confirm that in their understanding there was a stockpile in

19_9& De Beers has a different view. We're asking you to give us that
information, because that is critical to our decision. So those are the
requirements that we would want as soon as possible so that we can conclude
this matter. Also just to make everybody understand that we are politicians, We
get a report from the Auditor-General that indicates that the — a large corporate
citizen of this country had a stockpile, took it out of the country just before
elections, didn’t pay duty, and for — a question that | want to ask later on, but I'll

ask it afterwards. So that's the one side. The second side is that the regulator,

the Board who is supposed to be the regulator is skewed in favour of businesses

opposed to government. So they're regulating themseives, and that fact that

there is a change of regime eminent. So those are the things that pricked our
minds. We, thers is no ways as Parliament that we cannot ask questions on this
matter. | think we also want to send a signal that no corporate however big he is,
is untouchable. Nobody is untouchable. You break the law; we will come after
you certainty from our point of view as Parliament that is mandated by the

Constitution to have oversight. So there must not be a perception that — that —
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that there is anybody whether it's a department or an individual that is beyond
accountability. The Constitution is very clear that this Committee can call
anybody to account that we have cailed De Beers. [t's in that context that we
want to conclude and send a message that all of us are accountable. So you are
going to assist us and i also want to reiterate | don't think that we're going to have
another engagement like this. We will make a ruling, we will live by it as SCOPA
and defend whatever rulings we make and the Auditor-General will live by it in
terms of your reputation or ctherwise, and De Beers you'd live with it and the
Board, the future Board would live by it. We will pronounce on all these matters,
whether we think the Board has a role to play in future in terms of how it's
constituted, and exactly what it should be doing. We are able to change from the
experiences that we've learnt hers. So thank you very much to De Beers for

having come here. Our appeal can only be that you give us that documentation

as soon as possible. We would like to put this matter to rest. Auditor-General
Phuiio-isls

and De Beers and the Board, you know you are going to — you will help us if

somehow or the other and that's not going to be — we are not going to wait for

that to make our decision, but it would help us if you guys can just agree on this

whole matter of whether there was or wasn’t, the matter that the Board is talking

about. Not the legal part but the financial part of it, because that is core in terms

of what the levy was. Even if it was exempt, | want to be able to go back and say

that in 1992 if there was no exemption, we would have been in a position to

collect X amount of Rand, but because of exemption we didn't collect that X

amount of Rand. Currently we can’t say that as Parliament, and we want to say

——

that, so we put this thing to bed and in future be able to ask the question about
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whether this exemption helps the country or does it help capital, and if it helps
capital, how does capital come back to the party. If it helps the country, how
does the country ensure that capital is helped? That's the bottom line from our

point of view. So we would like the Board and the Auditor-General just to get that

it

finality for us. Thank you very much. SCOPA has - has received whatever it

wants to receive. We will go away and we will do our resolution to Parliament
and you'll hear no more from SCOPA, but you'll hear from Parliament, because it
will be a report of Pardiament. Mr Gerber, close it for us.

MR GERBER: Chair no just the one thing | think that we must just ask for again
is the REC levies, that's the one thing and then also if we get the transcript of the
heamw, if there might be other question we would like to clarity.
Thank you.

CHAIRPERSON: Ja, what we will do is as we indicated. The process from here

forward is that we'll get the transcripts, we'll get all this information, we will craft
and design our resolution. If there is need to ask a question or two, we will
certainly do it, but it's going to be telephonic, or it's going to be in writing. We are
not going to mest in this fashion again. Ons mors mekaar se tyd. Ons mors
mekaar se tyd. De Beers?

MR PETERSEN: Chairperson, can we just from our side thank you for the
opportunity. Thank you for the engagement and we remain committed to play our

part and ensure what is right is done. Thank you.
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CHAIRPERSON: Thank you everybody. We'll have a five-minute break. Our

next guests are here. So if we could go outside, have a five-minute body break

and resume immediately. Thank you very much.

MEETING ADJOURNED
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Friday, 14 March 2008) 492

(13} Bloem Water Board’s Proposed increase-in Water Tariffs for 2008-09,
tabled in terms of section 42 of the Local Government: Municipal
Finance Management Act, 2003 (Act No 56 of 2003).

(14) Albany Coast Water Board’s Proposed increase in Water Tariffs for
2008-09, tabled in terms of section 42 of the Local Government:
Municipal Finance Management Act, 2003 (Act No 56 of 2003).

National Assembly

1. The Speaker

Letter received from the Minister for Public Enterprises, dated 13 March
2008, to the Speaker of the National Assembly, informing Parliament that
Eskom'’s Pricing Structure for 2008-09 would not be tabled on 15 March
2008 as required by section 42 of the Local Government: Municipal
Finance Management Act, 2003 (Act No 56 of 2003), but will be tabled on

15 April 2008.

COMMITTEE REPORTS

National Assembly

1. Report of the Portfolio Committee on Environmental Affairs and
Tourism on the National Environmental Management: Waste Bill
[1(3)039——2007] (National Assembly—sec 76), dated 13 March
2008:

The Portfolio Commitice on Environmental Affairs and Tourism,
having considered the swbject of the National Environmental

2

T Managemen: Waste  Bill [B~39——=2007) (National Assembly—sec
76), referred to it, and classified by the Joint Tagging Mechanism
(ITM) as a section 76 Bill, reports the Bill with amendments {B
39A—2007]. '

2. First Report of the Standing Committee on Public Accounts on the
Investigation Relating to the Export and Sale of Diamonds in
terms of the Diamonds Act, 1986, dated 29 January 2008:

The Standing Committee on Public Accounts (SCOPA), having considered

the following:

a) the Report of the Anditor-General on the financial statements of the
South African Diamond Board for the year ended 31 March 2004;

b) progress reports on the validity and legality of the exemption of
diamond exports from export levies;

c) information made available by De Beers Consolidated Mines Pty
(Ld);

d) legal inputs from certain state institutions, and

e) responses from the Auditor-General.

Reports as follows and recommends that:

1. Legal opinion
National Treasury obtain an independent, constitutional expert legal
opinion from Senior Counsel to determine:

ANNDUNCEMENTS, TABLINGS AND COMMITTEE REPORTS NO 33--2008
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i it b o contirue W sarve thae goul in & changed and
competdive worid This dows not mesn that Do eers s
about 10 sbandon the maret 10 I cen deviait To do S0
woukd b s seifdefting, a1 contrany to our own nteresy,
a5 dncetiive mpply-side [iterverton. i does maan
abandaning & broad-brush spprosch @ rsihing sunply and
ciamand for & mane fnely calbated instrumans desgred
primaniy 10 serve the interests of De Boers and s main
dients. And it means workdng together and in a dose
relatiorship sith those dients 10 buiid bosh market posiion.
4 i mpanding dermand for o demonds.

Our new strategy starts to pay off

recarsly undertalen by Du Bewr a5 & has sought. 0 e,
in the 2Het canbury il Fas done 0 not fom & postion of
werskness, but of strangth and buttressed by a st of
outstanding inercid rends.

x 2 8 the ey oSG
ining i Mmirketing company; i mines and ot of it
3ociste Compdnees — soime Of which rifngln among the
(owest comt wnd ot privductive i the warkd - prodnt
ncarty half the currene: giobel oupae of gem diamonds i has
in the goveraments of Botswina vd Namiia alysd
s who understand the bencits of rtable and sustained
Fowih i the varid damond market |t has wn cuermding
cient lat of the weorics 103 disrantabes. it has § mowldge
of tha damond et bulk up and constantly relnad over
rvare then s cantury: sclentists and tachnicians & the autling

for meosliance, ushorty and integrity & has 2o - 11 wa
provad orca again by the success of its milennium damond

i which ad dismond between 3300
0 3400 miion &L the end of 1999 and generated nearty
$50 milion worth of pubicity aruund the workd — an out-
sanding record in buikling demand through consumer
achvactising, Thate are sl invaiuabbe anwets unsqualied
wipwhrene in e diamond Kkaetry = W ey wil sl be
dupigyed vigorously s emantial and inkiricing clrants of
De Beers straingy for the newt cerrhury | babieve they combine
i & winning reripa for the company & sharchoiders ad
partners, for i dants and — ubmetely ~ for the dumond
CoMesTRE

To prepare for the challnges irhanwnt in ity ncw Wiligy
ared {0 maxiring 4 ey, Da Basrs e cominuad on te
A it ardopted when it seprsied s mamagerment from
Ango American 1 create & e iotally ard wachaively
forursed on the damond incatry It has boughl ot the
remaining minocites n the diamond rading comparies,
which ars row filly owned by D Beard, 47 1 hag agresd 1o
buy cut AVMIN' interect in Saturn, the recpient of & bi-
wwusl royaty In the Venatia mine. R he sl conostrstad i
mon-damond invesiments ~ an etsndial bulwark aginst

. n

Arnarican pic, of wiich & holds 354 par cent. During 1599
Ao Aericar mowd itk pripvsary lasing from johannashurg.
[ L chataly Joirac the FTSE 100 In
et YR U’ review the wiu of this holding incressed by
140 por cant and & gocr WIthGt aying that we 4 vary
hagxyy with v pariormance of this o ineamet.

Even 21 & prepares for the Rutrs, howeer, De Gears s
ot & conrpany o fongee its pas, nor the pecple of the place
of its barth. It wex, therslore, particulary plesecd 1 give the
#o-shand 15 4 new combined wesrnent phant in Kimbariey
that will extend dlamond mining and emplayment in tha
rugion. el o she 21 canury
Tackli hi

Atthe me tme De Bewrs iooks forwand to 2 formal
rasch gian of Z e South Afiean
Vajugtor and the Olemond Board. The compiny shirm the
canvicion of the South African goverirmant Tt Tes: dipuss
heve mt served the interests of the govermyman, the Traasury

South Adricn darmoad

b of clamond scimnce and wpicitation and a
20 gt which i ecogried arund the work! @ g
)

e 3

tha many thousands of pacpis to whom R gies amployment.
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chairman’'s stoitement

Finalty by becoring more cost afficient and re-sructuring
it mnagement BEWM and intemai organiurton 10 Create
focumed and accourtable businass: urits wd by striving for
sver greater wansparency, we belisve that De Beers |s
Eering the W ORIy SU1cr; leaner and (=4

continued

ream Dn Boers & therore resolute and unbending in s
by man snd untainted by conlict. This is whry sincs the
imposition of U diemond sanctions againiz Urits, De Beers

sucress The restruchring of is organisation and is hekdings
has 50 led De Beers into ra-visking with an opan mind the
question of whether in 2 newly competitve damond werkd
the compary might be: abie \o aparste in & ergest and mad.
Important market, the United States of Amarics, This
exploration has only just bagun and requires fresh and
creative thinking from beth sides T we are to reach an
ouszorme that would be: of banslt. not onky © De Buers, but
wso o the Amenan dixnond industry and the Americn
conmar

No diamonds from war-torn
countries

At tha bewrt of De Bwery’ nratalpy for wreeess — for its
shasnchoiders, ity Zhtnts and the indusiry 2 2 whole — is the
dlamond consumer on whoss sustained and Increasing
dernand for this Mo besutil and enduring of products the
fyture of this unique Industry rests, That damand can only be
assured if the consumer retains his or her belief in the
o i, 3 wamibol of Jove, purity, and nuraland sndurng
beaty Treta ar the properties inherent in the damond

s —at i el uch fther
than Wt lagdl requiraments to enare et e dermonds i
8 dre fram confict-free regions:

From th autset it adhered rigidly to both the letter and
‘the it of the SNCI agpanst Unita darnonds, buying anky
those Angolan dismonds with an offichd certificats of
Presgnince. When, howeetr, becse of the tuulenca of
‘war, doults wirt ralsed over the relabifity of soma of those
oartiicate, | L and
conficrires — It wondd ode the purchases of ol Angolen
goads anywhers in the workl k has 1incr one oven urther,
dased down all its oukslde buying ofices in Afial and
amosced thee it would asus 2 garaee with ol ke gt
booas thatt thear dmmondy came Fom Gonfic-fres aeae. it
has also ehortad the mejor ceting caftres to be equally
vighert on this isue and Rz urged ity own Chants not 1o
hardie confici diamonds.

At the same time De Beers shares the growing concem
of the gowrmmernts of Botswana, Namiia and South Afica.
that this isue presenes 3 serious ek I the wall reguiptnd
damond Industry which is 10 contral 1o econanic growth,
employrmem and prosperfty in thasa, the three most
successful aconomies in Africa. i neads 19 be bome

chairman’s statement

constarty in mind that estiabes, bused an relible industry
fque hearmm put the valse A
conflict arsas at no more than 3,75 per cent of world
woduction, wharses Botvwana, Namibla and South Afria
produce nearty haif of world productian by vahue.
Resporsibie Westermn governments readse dso thit the
arderly mining of dismonds under transparent and
acoountatle demoQralic regimes must play an important rolc
in the reconsizuction of those African counties, such as
Sierrs. Luone, 5o recirtly torn by confict The perpatual
outizning of their production. no mittar how amall, could
derzy thern an Impartant source of revenue. De Beors, which
has worked ciosely with both the United Niions and
the US State Department in finding wayx %o nesoies the:
“corfict dismoads e, & alia advisng thest laptitutions:
an how damonds cin play 3 ok In thar vitl grocess of
mecorstruction This would onsure St — a3 in Sotswens.
Namiin arvd South Africa - the dlamond can contiwe % be:
wdourca of good R iveryone, from e people wha ming i,
o th can

wn nd wetr it with pride.

In protecting the imuge of tha damond. De Beers wik
continue bath to protact its own rame wd i own product,
and ramain 2 custodien of the best veuet of the imemasional
damond industry in the 2Jst ooy

continued

Qur thanks to a superb team

At the end of the last century, De Beers said goocbys to
thrue members of its. exerutive Team with a combined
»ervics o tha Group of more then 100 yoars. George Bume
anded a long and dietingubtwd career with De Beers a5
Residant Director. Canade, and Jerermy Pudney, who a5
Directer of the Consrmer Marketing Divilion played such 2
ety and crasive role-in soguncing the wiversal domand fr-
damonds, has also retired fram the board. Brian Ansey
retired as Director of Operatiors with efiect from 31 March
2000 Although his leadership qualties wil be much mised,
1 wm pleased vhat e will remain an the bosnd as a no
axecutive director. Gavin Beavers has baan appointed
Director of Oparations in his stead We aho wekome Peser
Sormner to the board of Da Beers Congolhtes) Mies 35
Directer of Produosr Relationt. At bosnd keved and through
out th company the key 1o D Boers' strength and lergewiy
cortinues 1o lis in the shill the innovation and the: dedicziion
of all who work for it

/4/7 %/M/_ﬁ_

NICKY CPPENHEIMER
31 March 2000
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{sap}: Nicky Oppremivmimes, Gery A, Aian Googe  Thn Gagen.

NICKY F OPPENHEIMER P4 {Gusa) (34)

baaautve Craimron of Oe Secn sice | jonuy 998 he wos fawmrly
ety choirnan siex: 1985 and e bean o dvacier of DECH shas
1978 Hy war apponed « drecsarand depay iy of DECAG

GARY M RALFE 24 Homs (Cantad), SAea (Unim) (555
Maraging Drxctar of De Bewrr @nca | Joruary 1978 ad has bman @
A of DBCM sincp Masch /990 crnt DBCAG FICE 1ot Compary's
formotion by Moy 19900

BALAN AINLEY Bisc Foas (Dunair,| [

LOUIS G NCHINDO 84 Hont (Orman) (SE) {Hacumns)
A divectsr of DBCM since Novetder 1998 0ad DRCAG pocd

Moy 1999, He hon Bom svnived 1 the damiand adiatey in Botswcna
o oy yacrs crvd i currantly moncging dimcer of Debesang Oiarmond
Gompory (Proprietry) Limac He & 0k Gheiman of the Bocwona
Samck Exchunge and 8C1 Limatac

ANTHONY € OPPENAEIMEN (62} ity

A direcror of DBCM sice Aupust § 980 and OBCAG since that
company's formaton i May 1990 President of the Conirel Selliog
Orpanisation since {934, i reganblitios ickads mpremnting the
S0 impmctionatl; postiakoy the mlotocatip bvess the (50 et

A drtn of DECM wace Morch 1997 ond DBCAG de Moy 1997,
e

P oTher of e g

GEORGE F H BLIRNE Fxia ¢54) sk

A dircior of DECM tince Movember { P92, ot DICAG sece
Moy 1994, 1t wc Prusktion of D Baurs Conade Caparction und he
redmant in Fabruary X000,

TIMW H CAPON SA LD (Cantsb) (5% Sy

A direcar of DBCM since March 1990 ond DACAG since thot
gt fcion iy Moy 1990 Ae i rupoubie fir the Segol and
i ! he Carerch

fn ayr
G P L "Pankdy™ KELL SCom ghand). CA A (51}

A chegctac of DBCM shrce Aupar. 1997 ond DBCAG s oy 1996,
he s resparsibie o pEasp france.

PETER A SOMNER (50 (ool W
of

Aty of DICM dhos Nowmmbaer |99,/ B respoahis fbr produor
rakaiorh dred GO, i ikt uyw ot S workithe dlamand
sortng o velucsior,
NIGE. P WISDEN. {62) fivahiy
A cirgcacy of DEG sioe Mewsher | P and DACAG zinca Moy 1997,
Ht jawd the i of v Contrd Sl

.

_____ Suig

of
30 dincax of salet o 1986 » 1992, His G b

it of CECOM
n o

by
e o 9 ey 2000

k

Fram ot gl julksa Opikre Thompran, Jomes
{bottom}: Berte ociie Moroke,

JULAN OGUME THOMPSON M (Owoa).

‘Hoalll) (hodes) (66) .

Depesy Ghadman of D Bt Beca 1 Jorwory 1796 20 acs forrarly
choaman e 1985 i has a9 drvca of DBCH ahce | éé e
ﬁil:.z?ngigssg
!al!s!&-ginnlnss.ﬁ.iaiﬂnlas.
Anglo Amexian pic.

DR JAMES W CAMPRELL B5c, b (Camcah) (50)

A dewcane of both DBGM and DACAG since May 1794, b  dko
vt digasy: chaion of Debid e & on emaciive dier of
Apge farprican (-

ROBIN #1 CIANVFORD b Homa (O} (58
A director of DBCM since. tarch 1990 and DICAG since that
Moy 1990

ond g gnage of Anglo Amrican Corporasion of S Ay Liied
fom 49485 0 1997,

SR CHIPS KESWICK {40 foritel
A deecsor of DECM wce Auguet | 971 ond DBCAG sree Moy 1796
He ks o diactor of e Bark of Englond farsiryron PR, M pic ond

He & aim

of Ao Anmpican gk cnd Vvesic Bk ) Limkadk

Crouford, O

1A "Bartie” UNCCUN CA (SALECA. 0N )

A demcior of DBCA sece: Novesriber 1964 and DBCAG sincy #hat
compuy’s fmotn i Moy 1990 8 & csrensy ihe St et
v of DBCAG Frrce ocrager o Da et s e ke 15700
ha becohé n Mt dregior responile for fincace in 1988 urd

BLACKIE MAROLE A Eoan, MA Ezon, (Wiklime Collegn) E45)
J [,

A thactor of DECM sce Fetruory 1971 and DBCAG sinca Moy

e & M Sacry: Moy of Vil Resmuriae e Ve

At Doctmoro and 0 direcior o Dabwan Oknond Camports

iiiw'n;lgtg

SERWALD § G TUMELL BA Eoon. Admareed Dip (con DFY)
(Manchestar) 149) (Mamwar)

>5&E!ﬁ§.gnl§lliaﬁ§
He & Pwmamat Secreton Mevstry of Finonee asd Davelopment
i‘gauihigg
(Fropeuany) Liked. Ho & ohe o drecur of tie Bark of Beerwan

T
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CASH FLOW STATEMENT
ottributable to De Baers linked units
for the yoor i 999
K mishons LSS milbanc
1998 " e 199
EEH] S811  Netincome bekrs toson %0 %
57 146 Noncathiters 2 57
Qe Q423 Diwdends and iseresc LS ond sl
(t 6es) 57 Dacresie fndease)in damond sindis a1 e
B decrease in stores wd ateriais m 4.
(143 1900 ' Dutreatz (ncreast) in working capial 3os @s)
{&85) M) Corl gunad (ol by eparstions 151 (132)
268 14 Dl recabed - @
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SEGMENTAL ANALYSIS
3 Darwmser 1999

US§ nillars: LSS milllany
[d "
w3 I S - - 552 S a
50 B 45 Duwmond aroue RS [
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notes to the

combined finagncial statements

The cosnbined francal Ratements heve bewn compllad

Ty akirg the Mk, igures for the DBCM group 9o

thess Sor e DACAG goup

- the DBCM groups investrant in the DBCAS group

~ that portion of the OBCAD Froup's eamings ind
dividends attributabic e the DECH group

= argroup quent meets and lsbiites.
1 Tha conversi U Dodars to Rand and vies rsa:
|have beon effectad 8 foliowe:

- eomhined remlts ind oparating cash Rows for tha
year st the sversgs raka ning during the yur
~ ol other anouts Tt tha year and rass.

3 A De Bears imhod unit ampnees one defrred dwre

in DBCM and ona deporitary recuipt issued by
Cantonary Depositry AG Thare were 799 687 695
ke units in oo &t 31 Decembar 1995 compared

comguns and 58 900 fnked wts seued i verms of the.
DBCH Incertive Schama.

Nat asset valves hava bean calcufated using market
yalucs for ol fatad ivesimants. and directont” vahustions
ior al unkewd ivestmunts. The ocoss of these values
over the cTying velues which i attributable to outside
shrshoiders in subiidinries, i besn echaiid

approval of

cecmbined financial statements

The combred fruncal siztements, which 3ppew on pages. 1% 23, e been approved by the respecive boards of dimiton

and v st o0 thew behalf oy
by Bt VT
N OPPENHEIMER SMaAN
Divwcir Dbagar
7 Parch 2000 T Harh 00
report of the
independent audiicrs
To thw hokders of FroUPS N RCCOrTiingd with The sccounting policies descossd in
Ow Basrs Srdond wumity ther respective sonual fnancial soemena and & st ol n

We have examined the gombined Inancel daements o the
year erwitet 31 Decarniber 1999 et out an pegt |Bto 2.

Thesa strtements are an aggragaion of the udied
comokdated wnual firancel satamants of the De Beers
Conolidated Mines Limiied group and the De Beers
Certerary AG group and have been praparesd on the bass
et Ut in the notas sbows.

In our opinion thasa statementx fairfy presant the
combined ramsity for the yeur anded 31 Decamber 1999
ind the comhined drancish positon it that date of the two

the notes on page 12

(ot & b,
/

Eiwaikse Pim Gokdby
Johennesburg

7 March 2000

Oafalene Pim Goldby Gebi
e

7 March 2000
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1

combmed

fingncial rasulz

Alm“bhmﬁwﬂm

Eamings

After allowing for income: sttributatie to outside
sharshoiders in subsidiaries, swn #srmings for the yolr ended
31 December 1999 far De Batrs Consolidated Mints
Lirnitnd (DBCM) ol D Baers Contunary AG (DBCAS) &t
LUSS 685 milon or |75 US cents. per it it wore 3 per
cant higher than that. for the Prevous year of $374 milon or
97 US cans e lirketd unit.

Totd mmmhm\mmmd

asodeis, 4 per cant b pardi]
Mpmn(lmssnmnulsl S genes par
Erkad urity

Rettined emings of smocated compane; comprse
earnings from current treding of $231 mullion (1998:
$27¢ milfion) and eeceptional and non-traing sirings of
535 milicn {1998 btes of $33 milon)

Aer wipating, for our share of the sfter U et sabhs.

Iagtment income decraised by $83 mikon mainly % 2
ek of 2 drop in dividend income from Anglo Amarian
in the first half of 1999 dus 1 the change W Dicerier of
et company's year end, and 3l £ the impact of re-
orgnisations within both Oe Bears and Amgo Amerkan,
The timing changes will affect 199% only with a narmal
dividend aceral pattern being re-established fram 2000
omearts Whik irtarast income ingreased by §7 miion to
$36 million. imerest 3aid decrassed by 523 mitkon (o
70 millon.

E diture

Prospecting and reseanch oo endaure, which (s Induded
i the damond accoted, #t §4 (5 million was §25 cnflim
Towar than e, yewr:

on the readoation of foed wibety iod i proveslons

amourted to $838 milion, or 213 US oents per nked it
(1998 5639 million or 1 &4 US carms perlinked).

Dividand:

Combaned final dividens declared by DBCM and DBCAG
creasid 1o 78 LS conts par nkad g e ding in incTetssd
Fill yuas’s dividendy of (05,1 US cams per inked ult.

The year's cvidends Grorm DBCM have bee ritressed 1o
411 SA centa per- lnknd deferred share fom 280 5A cants
st yaar, and DBCAG dividends for the year Nvé been
increased to 35,0 LS cantts per depoditary receipt (1998324
LS canz).

n Rand terms, at the exchange rits  pravalling on
31 Decamber (999, combined dividends for the year
incressad by 38 par ce to £46.3 SA ces por nked unit
{1958 4700 SA cents par- nkad uk).

Diamond

! before taxat)

Not income befors taation was 55 per cam higher at
$IE0 milion (1998 $402 milion). The overall tax charge
incrensad from $ 182 mikon in 1998 to $235 midon in 1999,
20 ncome alter tax amountad 10 3725 millon compered
with $420 milion in 159¢.

Diamond stocks

e stocks at 11 Degervber |99 dacruaad by
18 pur casit 4 $3 957 mition oocmparnd with $4 816 milkon
2t 3] Dacernber 1998

Lighilities and ¢urrent agsets

Long- and medium-tarm labilities decreaced by
75 milion o $615 milion, and ret curment asaets ncresed
by $(93 million 1o $265 illion, resulting In o ouarall
fevourabl change of $944 miliori

Investmenty

The combinad dismond somunt shows A 73 per cewt.
incroasa o $79) million, in Rand tenms the combined
damend account inreiscd by 95 par cant to RY 791 million.

The difficuiss relating to e expart of damonds
parivnced by De Boers in South Aica during The fiest el
ol the yaar and
Berine Sk inonths,

gl

The maries value of listad ivestments increased 1o
$10 088 mikon Fom $4 153 millon lest year releciing the
s In the: share price o Angio Amarican The directons’
valuation of ynlisted invastments including uniisted
tradu imvestmants decreased 1o $1 202 milipn from
$1 569 mikion. Net assat valye per linked uait at
3 increased W BA0T7 (1990 31747,

combined

financial resuits

INVESTMENTS

‘With effect from | July 1999, DBCM acquired the
remaining minority interests in the diamand trading
cpmpankes in considaration for the e of 13 993 966
D Beers finkexd units and RIO! millan in cuh. DECM, in
o, alspeaed of i inter ety 1 thir ofshore demond trading
compnies to DBCAG in exchange for the isire by that
goup of 172 761 Centenary ursts, equivalert 1o 17 974 100
depoatiry rectipts '

The oat result of the sbove b that DBCIS holding in the.
DBCAG groun incressed 1 11,3 per gont i the Gamand
tradding comanias Decame whally-ownad mbrdianes of
D¢ Bwers.

in My 1999, DBCM Renuired, v u biock trade through
the market & 71,3 per CA Yiaka in Angtrth Minkg Limitac:
(AVISIN) 2t & pricw of R35,00 per thars for 4 cath coniiders-
ot of appresmitily R4S millios with 1 View 0 evaritaaly’
acquring control <f the Sktum Asrtnarshin Saturm), com-
plementing the existing owrership of the Vinetia mine. Satum
i Ortiez) 5 50 par cent of the pre-tase rodis of the Yonati
mine through a royalty payevent made by DBCHM every
s months.

Fallewing this acquisition, in January 2000, DBCH
acqired, subject v oartain conditions, AYMING 7.5 par cemt
imerest in Satunfor R3.7 bilion i crsh, DBCM ako acquined
AVMIN'S 20 par cent imterest in Finsch Diamonds
(Proprietary} Limited {which effectively equates 1o an eight
per cent prokt parficpstion in the Finech. mine} for i ash
cormicention of RI0 mian.

Oecr1 arounced the conditions] placing
afks hakding of 23 778 955 AVMIN ordiary shares sta price
dmnrm.hi‘ﬂl.luwmnmmﬂﬂiﬁ
invesiers not reled to DBCM o the ument contraling
sharaholders of AVMIN.

DBCM has also made an offer 1o Industsin) and
Commarcil Holdings Limied to acquire s 125 per canc
Fowremt in Satm 2t an equivalent price 1o thet payetie for
AVMINE B25 per cant intwreat.

Furthar desais of the abiove: trarsactions can be fond in
the action wntitied Wrvestmats beginring O page 7.

O its 0N-Cory non-camond portioho was being considend.
During 1989,4 number of haldings in fon-cone. aon-damcnd
T Were duposed. of reakiing & surplus of $B1 millon.

cantinued

Cash flow

The opérating <ash fiowr par linkad unit for the yeer
ancd 31 Decamber 1999 was 504 LS cants, compared with
18U cants for the year anced 31 Decamber /998

Year 2000 compliance

1 1997 both the OBCM and DBCAG groups embarked
of programmes 1o minimias the potancsl Impat of the Year
exteml sources; thase programmes socorded with inter-
nationel best praction and wers. dossy moniored for progress
axinet in agrend 3st of deaclin detr.

No disrupticn W the groups' oparabons was sncourmansd
a5 a resuk of the yuar 2000 ranshion and there & & ¥ no
indication thae any of the cuttide parties with wharn we have
deaings s e adverarly aficted

All reagarable: steps are being, And wil contings to be talan
0 ermreth NG Sgnikcant dignplion oo fram gy source
relzted o nefroompliancy of aguipent and systams o the
foneseeatie ftrn.

Iovestment by the two groups on the various progrummes:
amounted w Mpprosimactely §9,3 million (RS54 millon).




PROSPECTING

Ve empioy some 250 sidled geclogits and
uwe state-of-the-art wechnalogy in the saanch
for dmond deposits

MINING & RECOVERY
We we the workd lesder i dismand
mining and recovery techniues, opersting
‘K) mines that together produce about
Taf the workls gem diamonds by vale

SORTING,VALUATION
& SIGHTS

cliants, mastly from the main oxting cerres
CUTTING &
POLISHING

Qur RED division Carries out Continuous
research Into diamond tednology

I
N

POUISHED MARKET

Da Beers mantans copt contact with
major polished deglers and wholesalers
inthe main damond centres

JEWELLERY
MANUFACTURE

a6 work dasely with cur parthers in the
jemle_rme crexe cffactive rmarketing
campaigns

RETAIL

‘We support leading jeweliers by increasing
- thair lnowdedge of dismands

CONSUMERS

W promete diamand jewellery on behad
of the dismond industry through ampaigns
i 26 cournrins

~

)
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@ The year 1999 was significant
for De Beers. The operating
and financial results of our
core diamond business
improved congiderably. We
undertook a Strategic Review
of our diamond business which
should have positive results in
the future

Under-performance prompis
strategic review

The Strategic Review was motivated by under-
periormance of our busiess, s messured by fnandal reaams
and imvestment rytics and ty De Beens’ share price. Supoly-
camand imbalance was refiscaed in the inewrtie growh of
our diwmond stodkple. AL the beginning of the decade, the
stackpiie was USE25 billon: by the wid of 1998 & ket grown
16 weil ovar §5 billion. incuding the Rockples heid by our
ates Debswars and Mwmceb,

The mission fimment of our Strategic Raview was
dufinad as: “The nped to s on croating ond enfandng stk
halder value and especially, sharenalder walue ™.

The ivEal objectives of the Sratogic Review were
* 0 analyse the fnancel performance of De Beers' diamond

opentions aver the past decade.

* 10 i u docper insght into the diamond industry pipeline

® 1 ok foringghts in paralel induetries;

* 10 determine a se of SAegk Options

4 10 identify actions {menedkately to improve sharehoidar
wilve.

thinking in ah branches of our company Bain & Company our

consulants, added vahoe. We are gratsfis to those who

contributed to this postiee Md Constrctiee etse.

From the Revien: we distect & Stritegic Plin which was
approves by the De Beers board last ALgust and then,
comunicated 10 our main stakenolders ou producing

chefts,
the sighthaiders of the Diamond Tradeg Compary; and our
employees The Seramegc Plan monsly crysliues the dinction In
Which our busite s besn move ok,

The four legs of the review

# Doing what we do even bermer
{"as is plus”)

Ve S 12 run our busness mare eficiently and more
wonaomically We have 2 tanget b ale ceal sings of
15 per cent on our expenses which totalled nearly
$1 bllon n 199% bt at the e i o ahence our
butiness. We have: achieved 2 neduction in exploration
cats of $42 olion Frorm 5104 rikion in | 798 0 & budget
of $62 millon for the Year 2000 Advertiing coty haet
rocucest from $1 85 milion I 1998 % 8 budget for 2000 of
51625 millon. Despitr: thess economins, we beiwee that
we arm achieving better results in exploration and
advertmng,

N

managing director’s

# Becoming the preferred supplier
for qur clients

Ve aim to move zway from being the saller of kst resort to
being the suppler of choice to cur it Wa Wnterd to ally

oty Sorsly with our beeffeciive
rrkating charnels 15 help in egundng derind down-
stream. In endir bettar 10 hamas our own expartise nd
liorts, wn hove imtegrated the Salas and Markeding
Departrrenty of the TS0 and astabliched within the new
wwnmmwnw
ondnate activites.

# Growlng demand by at least
five per cent a year

The conchilon of the Stratagic Review was thet the creation.
of sharthake and stakchokler vakue fes more in xpanding
consuner damand for dismond jewellery than in the

- oes. oAt Pt i narde
for wotld productions and our odd to be shsarbed by the
erianty clacrard of fiye par cunt: 3 year for the nedt few yers.
This i 2 chalenge folowing the indfierent parformenca of
real darvond jewebtry domand in the 19905 De Boery st

i cients and the whole dnond industry to
increase the promotion and advertising of dlimond
Joweliary Aratysis hat revealed hyt the acertitog 1 sies
i of our businens & well below thoa of competing koary
prodcts.

We achieved well i 1999 and racuiced our damond
modgie T oMt Yt Uyt wh fav 40 oLrsshes the
Wrget of saling in 20007 less wian the 55,24 billon et we:
okl i 1999,

raview

# Exploiting the value of the De Beers
brand

Reoem experiments, rotably the Mienkum Ciomond
Collecsion In 1999, axcite s about the potential value: of
tw De Boers brand, A toam, heiped by Bain, hag been
e tha challenge 15 come up with 2 business plan.
Although the core: butiness of De Beors whl ramiin te
mining, corting and ssing of rough gem dismonds,
adeitional valus aouid be panerated by the Da Beent
brand. irprtantiy we: befert it siongside ather brands
in damond feweliéry tha D Beers brand eould increase
marketing spend and genorate: incremental demand for

A clearer organisation structure

ecutive structure is sumirised i this orgaragram baiow.
Frnaky under the Strategic Raview we oorfinug whh b
thar important taskx. The st i a legal st 10 onsure that
we e iy ph vith ourerk pei i
s 2l the uriscicliarm in which we opirate: The second i
structural review of the Die Beers Group of comparnies which
s bang arriad out with the halp of our marchant bankers
Ratrachikds

Mining and exploration highlights

® Do Beart’ minss erjoyed an woeptional miety record in
1999,

Nicly Opperibolasir
- Gery Aube

L

IR




managing director's

¢ A miantone in caaert industrial relations was the
sgnature of 2 two-yei agreemant with our impartant
partnar and staksholder, the National Union of
Mwcrian of South Africa.

+ Prodution by De bowrs and s affiates Dabewsna and
Narreab increased by one milion carxds 1o 32 milion
arsts

@ Too mporiant proicts wire comgietsd b Outawans:
Oragn 2000 which st & cout of $300 milllon dakles the
capacity of Orapa mine from six milion carss to
12 millon arsts and o & cost of S50 millon e new:
high-amch, high ty y &
Jovmring i

*.,0ur Exploration diision hes rationafsed and kamed i
Oparzions on highly prospactve sargery

Major corporate developments

Wi have pursued our ongaing srmegy © bos on our

corm busness: .

® the autstanding mindrities in the Dlamond Trading
ompaniss were purdhamd

® agrwemment was reachisd 1 iruire AVPMINY I7.5 par cnt
imterest in the Satum partnership which hes tha right 0 a.
50 par cent royslty of jro-tio: proft emmd by ourVenstia
g,

® certain non-core investments cutside the damand
Tusirmas hove been skt

The diamond pipeline

& OF = msirased workl produdion of rough dismonds of
$4.0 tillion, De Bears’ shere from its oparktoos In
Botrsana, South Afica and Namibia was $3 bilion ar
44 par curt

W addition, our purchided from our Russidn partners.

Abraczy Rossi-Salihe have corfinued i Mosoow and sinca

the baginning of the 7AW heve: ban buying 35 par ot

of tha production from the Basi rfine in Carch, the joint
varture bevnwen 8HP end Dimet.

4 Of sn astimated workd supply of rough dimmonds of
$84 blon. De Beeny’ dure was approsimesly fwo-thirds
n

# Global consumgiion of dihond jowidiary grew by oms:
10 par cont. Tha LS market was parsioularly drong,
scroanting for ety bef of gobal conmumption.

*

review

continved

% Returvang corfdence in the market led to a replsnichmant
of shocks in the cutding centres The et for both rough
and polishad dismonds has continued 10 be sbrang in the
I3t quarter of 2000

Significant financial achievements

& There & an increased level of deckure in our acounts.
® Own sarvings incresmd by I3 per ot 1o 3686 millon
and tmcling servings by 3) par cent to FE38 milian.

@ The oparsling cubiow of 1999 wa just under §2 biion
and net.cash turmed round fram o, nagative §1,2 billion to &
postive $171 milicn.

@ Socks on he belince shest reducad by $859 dlion 1o
wnder $4 bilion, In addition, the CSO depiutad the
#tockpiles of Debswana and Namdeb which, =t the:
beginning of the year togathar measured nearly
$05 bilion.

® The whm of our core imesiment of 15.4 par cort i Anglo
Asmericn pit incressed by 149 per cont

% Headine miums cn ety a8 doasied in the: table bolow;
showed Improvenant, particularty in our cors et

daiTnd busifes.
Inedustrin
Mooyt | Dwvimicn | vewtienrs|  Tod
98] 25 Lk 3 5% E2-1
] 103% P L3 (%] ”§ux

Improved competitive position
in 2000

I scidition to our Sakan ErEe, we nbnd 1 wirk e ther
towards implemanting cur Stztagic Pl with t wm of
Irproving Da Besrd compeic posson snd it tnencl

of il of cur emplomes who ham cotritased 30 wol 10 the
rmrourd in Wi company’s forune

G\ﬁ

GARY RALFE
31 March 2000




review of operations

exdlorction
Strategic refocus combined with Advoniced projects
on several key projects
on four continents CANADA
Strategic develop K dy Lake: resource estimates

Review prompts rationalisation

Project portibcs wary ahicaly exacrined folowig the
strtegic redos readting in rtionslsation of acivies and
Gerhead mpport senices. Hesdcourt in arious perts of B
workd was redced oy 150.We wil howsves, b inrasting
cursborakary apadty $o addeas deltys bn raportig of i
howe s okt ventura project dlamond nesuty

EXPLORATION EXPENINTLRE
PER CONTINENT
s Ashr
Pt il
Aunuwiia: ST
I
198 1258
Africa
1WEAIS i
IR 2T
SAmenicem:
(R IGE
i N
L)
Trom s

due out in 2000

Through our subsiciary Monopros, wa aparses the
Gahcho K (Kennady Lake) profect in the Nortnwest
Tarckories of Canede 25 & jobt verture with Maurtain
Provincs Minirg Inc. Bullc varpling was conductad on the:
SOM, Hetvra, T arvd Taala Kirbverite: pipt frirs Jirwibry
through 10 Apeil with fndll mineral rexource estimetis dud o
e reportad during the feit quarter of 2000 New kimberite
inrsactions made during 1999 me being folowad up.

Northern Ontaric:
encouraging sampling results

In northarn Onarle. wen of the settiement of
Attawapiskat, Monopros helds mireral clasims over
‘imberiftas discovered in the ate 1980s Micro-damond
Aaplng Meds Bt tme proved ncceicute, but ressls
from sampling of e Victor Kimbarite cariad out dring the
Sest quawrter of - ~
sngling in 2000 A cstom-bull trestment and recoveny
el el < St wil abow ynpls resbmend Aaing the
summar to fectver 3 000 carsts of distvonds and will
generity suflciunt imanmation for decision on whather to
procead to u fasitility shady,
Saskarchewan: low grades reported

In Sadguchewen. Monopros, operaor of the Form L B
Corna project, 2 jeint vanture with Cameco Corporstion and
Kermington Rasources, reported very low grades fom
sampling on the U127 and U220 kimbestites. The jokt
vaoure partes wil decide to proceed further following 2
review of wrier urnpllng programmes.

sty

o

sl
e

o oyt i

Fe

review of operations

[CLEm]
Northwestern region: conceptual
economic study almost complete

I northuesiem, Rusls, & duk digiact Rudy opriing
demaop of prvious work, by

expicration

continued

Botswana: certain joint venture
apreements terminatasd

In Botpwana, jeint winturg agroaments with AfriOr
covmring the Kokong Kimberie. nd with TNX Resources
{now Opus Minerak) covering limbarfrs west of Gope:

Kurthar crling e bul-vrping was cartied out during 1999
o s al he st pipas iy Siw Lommcaes foance ave hald by

proved consisient with previous modals and concaptual
sconomic assessment will be cornpleed in 2000

BOTSWANA
Ceniral Kalahari: discussions continue
The Gropn Explorstion Compivy & SO/50 joint varture

were continue with Opwa and
ARiOre for other aress.

South Africa: new extensions
to kimberlite dykes

In South Africa, new extarions £0 kimberte dylast wore
delinexted on Marsfontsin and sdjacent. properties. Tha
pamiity of fiming ot sred projects and cplontion dit
1o sraller OPEALDN. 1 AMpOWANTEN groups i being
wmeshgeeed

rining bt Achcation covering the GOS idmbarfie in the
Cartral Kabhari Qirict of Botswarsk Discumslons. bebwir!
O Becrs. Faloonbridgs and the gowmmant of Bowsana
ot

T4 deterrnination of 8 minersl rescurce st Tosepang
mire continued during 1999,

Preliminary assessment projects

AFRICA

Angola: 37 pew kimberlites
already identified

0 Angola, prospecting contiued in association with
Frclama inhe provinots of Lunds Norte nd Lunde Sul Thirty-
Seven Kivberiites havs been idetiied 10 daw wad forthar
dxoveries wre expacted in 2000, Mico-diemond sampling

& that mast of the kimberites ary iamondicrous snd
more quantifative sampling will commanca in 2000. The
SRng Cvl e pr L in the

Qs anxd Mavings fcance srms.

Micn-chamond mmpling wes camed ot an kimberiies e
Victoria hiand 0n properties hald by Monopros and b joit
vanture: with Magor Genarsl Paiourors and Aot Resourves.
In Kainalft Nunast {Greaniand), mini-bulk sumping of kimbar-
o in the Dlarnet Ounbar joint venLre was campissed.

AUSTRALIA

Resits paiabie 10 date from prebminary bulk samping
aver an eightddomatre-long pection of the 20-diometre-long
Brodanan Cresk kimberios dykas soggest that they are
pacrly damondierous. Defiition of other Largets an the
O VRTINS MAETanS CONBCE.

Early stage prospecting
Work continues in 10 couantries

Reconrsisance and early stage follow-up continued in
Canacin, Soush Alrica, Botsware, Zimbmbee, Gabon, Guinsa,
Srusll Vet s, Wealere Ausiralin st the Peogled Raprubiic
of Chana. Wark In Tarzanis wes concuded.



review of operations

mining cnd recovery

Mines face new millennium
with focus and purpose

Total carat production u
one million carts Py

Tota production for OBCM, Dabiwani, Nirvdeb and
Wikamson, i (999 srourted o 32,3 millon carsty, sppro-
irately one milion Grets up on 1998 This crease ame
mainly from Grapa but the tmall mines ae made a
coniribaton, The Ok, r darpde, bro the 100 000 arst
barviwr whila Marshnin (s jobt vanture with SouthtrErs)
surged 4o ower 00 000 cawmes. Wiliarmeon mine porformmed
wall with ars praducion. simost 35 per conc abwsd of rges.

Continuous imprivements in safety

Whikt milking Strides o produdtion, sifety has remained 2
egh priority W sizive 1 frasYin cur leding salety strcing
in the mining, ndustry This was demonstraned by DBCM
(emoept smad) mines), Dedowana and Namasb operations:
achinvng e ttar NOSA ety gradngs during 1999,

Exciting new projects in the pipeline

Arumbrer of axciting new projacts stil ke on Tha horon.
Among these e the imbeley Combined Tresimam Part
or CTP and the Premier mine C-Cut The compleialy
automaced recovery plant and fully integratad Sorthouss
project at jwanang mine employs tachaclogy which
combartably moves damond wiTing lechniques o the
211t untury wnd commissioning s acheduied for completon
mid-year

review of operations

mining and recevery

Production statistics

continued
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review of operations
mrining and recovery

continued

FINECH: o yoor sotnd by
revaral indiatives o improw
ey o e

Locution 145 km west of Kimbedey, Norchem Cope
Epabilgbadt 1551

Curract e of mina 18 yurrs gt cLvent prodixction eall
with Block 4 commencing during 2003

JUMBERLEY: iv99

Latntine Kmbaing Nothas Cops
Sanabiiohadt: 1871

o Tt prockeeia fovek, i ik coukd rist 1 |5 vt
Werground following implemaneoton of v TP projec which
\woukd incus proc.cion fom duans ond unchegrud miing

Hatsicums  Genda Camts Hobrictoms  Orade Canide

e I I, ] (mlland  jopd)  (miliengy
Frotebis rerves e “ L] Prebabie reseres A 1) 1
Incliltac et »n -3 1] Incficriad resourcas » 1] 1]
Infgrred npacnatas L) » L] Inlerred remrcss. » ] "
Tocal e wid it cal® 108 a a4 Tom reserves el sorcne® W n n
. 15 .

s aptha IR M e 0 gl 95
Production during 1799 Peoduction duriag 1999
Torn teaied 348 milion Tors wamad 331 milion
Carati recowed .74 miton Carats recovered Q56 rmilion
Recoverwd gride A pin Racoversd grade 17D cphn
Cang pradiction Supite o of mins

Deynlbpmaet prajects on rack Dapite 4gning undarground infrastructurs: noaring onc

The fock 4 biock taw projact progridsed =
prochiction i schaduled to slart in 2003 w 4

omatre deap and a teatmant plant which hat ocesded it

2016 The drop-down to Block 5 will start h 2014, A Block 5
team has veady been setablished to condct the -
fomsibibty study
Sovaral comaving inbiasivex

We irw InmdluCing an tuhinced antnante Srmegy
which will result it more cost-efiactive maintananca of
squipment. We aso purchased a new technoiogy x-ray
Ganmind sorting Michine thet will lead ko improvad proces
cortrol and eficiency in tha fral damcnd recovery process.

design e, anad pe were rine per cent
ahove trgel.
Comruction of wesr wroswncs plast s art

The leasioility study for the construction of 3 naew
combinad testment plant was succesiully concuded nd the
o-ahaad was announced in Manch 2000 The new plart. 2 2
ot of RGID alion, will Improse moowery sficendes and
profiabilty of the Kanberiey mines and ganerite kangasmm
acchomic benalits. New technology will tum pravieusty
uneCanoMic rescurces both on e merface and underground
intn viable: mining options. An added! ervironmental banelt is
that retrestmant of e mine tailngs dumps Wil go hand
hand with duamp rehatalitation,

I e T T AN R N e BB N W

review of operations
mining and recovery

ceatiausd

COPREPONTERE a4 axfing
o during which the fnt cove
I PAYACE il camhistef - o
wapld frat for the diarsand imning
Inchawy

Loamiem Koffefomein xusesn Free Suxe
Essmblivhods 1670
Carvent M of miner Und 2014 bamd on cumant reosos

conticued

Lacosianr 35 fovr e of Pocgisten.s, Northem Prownce
Esaphiished: 1990

Cauerant e of winm Open gt mining wil be compiese by
32000 FaPerX. of o, inchachg ey gk s, vl
corzinue immn 2001, Underground nesounces My axtend mne ie

Motrictons Gemin Cornis: Hapic e Grade Caress.
(ollion) (o) {pulens) (uilons) (Wit}  {oiiom)
Ptk mparay B [ ] 13 rdorrad rasowces® t 5 a3
Wil gouron [ L) 1
Whaerae rascuroms “ 1 . u
Voind renervns el coswrent® L] - 1
- a0
Producties doring {999 Production during 1799
Tors tremed. 176 milion Tans trated 043 miicn
Carats rcowered 013 million Caney recovered G4 gmilion
Lo P 72 Recovered grade 257 cpin
Front cites mining projct compleced Prducion surpes

AW for Dy Beert and the damond wining indusiry was
the Intricluction of the new front cava mining mathod The
whaitage ol the method is that the overall draw livel

0t racirad 10 last e of the Gave, Lower il capital
requirements, together with the benekt of concumant
Production fram the upper lovels, will ensure that earty
v vl clfset uphent Gyt e

By e and ol 1999, the rabing deveopmant. fnveing

(o1 | 08 mtrny. hact ben achieved, completing the ks

SUChrs racuirameres for the Font Caes. Full producion i ot
o Rt in aardy 2000

Carat production rote 66 per cant i the frst Al calencar
yoar of operation.

Prapecting i ap Mmbarky flamue

Prospacting oparations on the rm resulted in the
deiciary of o kirbarfie R R SAA-wed) A0 the
rortham pariion and wixch appesrs k be & contiution of
the Leopand fisture that is buing minad at the nearty
Kipapringer darmond mina. s and othar sromabies on the
farm e being vesgnd
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SOUTH AFRICA SOUTH AFRICA
contfnued contlaved
i
i
NAMAQUALAND: o axcemfd Thte CAKS: e new g, PREMUER: Saplamtion to VENETIA! oaw crushers and
yeor in ters of beth froduciem cmmusioned it {998, produced depth of 1 000 0 going wed reconceranation plore addresy
and progecting tarpets mivad reudts in i fom fill poce of prodhicoon problomt
Pproduction
Lecruon: Adonc seaboord of Soueh Afiica Locetian, 20 km from Swartwatec Northan Prvence Lacations 40 t2m ot of Pt Glteng Prosince Locasiarr B0 ko west of Meusinc, Nosthem Priwince
Eatbidvik 1928 Ertabluhest 1993 Eamblichad §902 Establisbod: /997
Cairvout lifs of minem 1| yeos oL airrenc prochuction ieves: Curremt O of mine: Seven yecrs down i /00 metes. Carvans Bfie of suinex A2 cent produrtion Meveks, the BAS Cuatrorst Bl of mvimac 20 pwors 5. open pit o8 Gurent
Anather ot 20 200 metras thoud oo six 15 aight yeors + mining ook o be depvted 1o 2006 Produetion form the ‘Procduction levas, oftar which on underground miving apestion
£, BBIE miing block will horwaut &0 2, mollcn tons in the year s plamed
e 2003 Tve C-Cut prcyect should extend 5 2027
Mowkcitnd  Qrade Crwes: Mavk ovs.  Gragn  Curamy Muricosns Gy Ol Muszictam Gy Carna
e I ] (illorw) (dions) (b  (Wiless) llang  (plu)  fmiliens)
Frobable rmmrm ) " ) [ranry— “ [ov— « 0 B Procats reeren ) 7 E)
Vvt and ichested Indcated sewamcan U - Ik remaces % n
] ] * Infirred raacan. m » ] s s @ L »
Toml rerven wnd ramarca® L I Toid rservac sod resourc® I 23 Toul rmerves and ressurod® {20 (] »
L * 5n I il ot of 1 i x ring revarue of UMD por e por e b
o o of | (0 ool 40
Froduction during (997 Production during 1999 Production during 1799 Production during {999
Tors treated 5,84 mikion Tens reated Q.19 mition Tors Twrted 249 milion Tona treated. 138 mion
Carats recouared Q74 mithon Cargts recoverad Q- milion Carats wtovered 157 milion Canats reecuered 174 miion
Recovered grade L6 cphe, Recovered grade: 575 ot Recomred grade 632 cpit Recovered grade 0.7 epht
Succansfil prospecting dncoverie Geolwgical variouans in ary body offict vl Exploreten 16 1 (0D m going wal N crmiry booit relldbity
The hghigf of the year wag th cormmissioning of the This was our frst fill production year aftes commisioning. E Esgoration g of the ore body beneith Improved throughput in the leaer b of the yar was
imported, large-clameter Ducket-auger samping dil to | in 1998 Throughaut & the plam war jess dhan hatf of e workings to u g&_givﬂté g?e?ézi%&;‘.
evakute the newdy discoversd paleochamel deposky slory | targoted owing 10 complex ore charctaritis and water 7 Akthough soms parts proved dficut 1o penetrate, defing | and the ok {plant. This plert i
the Bufleis ;I.E&E'd.lisn.ﬂ!n!ll upply brritatiors, but this wis more than offset by a coubling Vesiks 1 date ane encouragingly in bne with peciitions W gﬂggfﬂlxss
depths of up 10 115 mmtves, hitharto not possible on the | of the grades achieved in 1998 The higher grade northem > w examiving the sconomics of mining the socaled C-Cut | and bottienacks in the recovery cirudt owing 10 encessie
whrdal damond Geids. of the west oot of southem Africa lobe was developad to 10 metres below surface and ivestigs- el thesm studkes thould be compits in early 2001, hewwy minaral concantrates. The recovered grade deersdsc
Hthase deposhts prows viste, thy wi hip extercd operstions Yot ary: Liierway to ass the faaahilty of extanding the pit . from 1352 ta 1167 carats par 100 fons in acoondance with
el it the 24t contiry b acdiion, we defrmated ressrves | depth 1 200 matres Upgracing the primary mineral et & the lfe-cfmine cnpletion plan, which incluces. the mining of
otafng 03 miion carata 2t a grade of fva carets per 100 tons [ o eruher sppeers v have allwistad protiems ased by lowes prace satclite pipeT within the eapanding thel of the pit.
through ing &1 the o
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ORAPA: “Praject 20007, simad
i doabling prodursion, seary
completion

Locaslen: 740 km west of Famcisnen, Sotaeon)
Entwblishedr 171

continyed

Lecwilon: 190 m want of Froncimswn, Sotsana
Eawbliohods | 977

Camvaps S of mina 3 ) [ ] of 1 yart ot cusan production devels
s cpan pit with 0 ol sl s Soriy 0 2009

Mok vas ek Corem ovhues Gnde  Coms

Orflleng  gmphc) (i) i) (g (ruillere)
Poobukly rapuras L .- » - Prombie e 1z B 3
Indichid tiwiin Pow * » Inchcamed reucnurcms . ] 2
trved vnaom. m L] 1 Iodarred rem. v L4 13 12
Toul vesr nd rmewras® ol k] m i o » w
"~ [yrren am | *a 146

Tons trested 955 milion
Carsts recoverad 907 milion
Racovarnd grude o

Record 7 mifen casces producd

"Orapa lifad production by over one million toms s
dismond ot rost 40 per cent 10 about nine milon ants
with the mining of higher grades and the bneli of improvesd
tremevint, s rucovery eficiencies.

Naw plrst comanistianad
The Na2 plan = in Dy

Tt tratied 34) ralfion
Carsts recovered 08 million
Racovaredt grade: Bbopht
Cart productien wp 1%

Carst procucton rose by [1 per cent, mainky due to
sty bighar grads,

New primory crastwr filly commissioned
The rie primary pratory crusher was fully commis-

plam
will procesi an sdditional 89 milion tons and will raies.
damonc] preshuction %5 12 millon outs 2 3 Rt of noughly
P1& bilion (incucing P03 billon for ceising phrt) Ful
produrtion wrs targeted for fanuary 2000, hewever
bottieneccs emerpged, notbly in the shavy and cnahing
circults. Action plans am |0 place to efiminate tham Ful
throughend wll be ackeenad by mid 2000,

removed This eabied Gt 4 wasts 10 be
s it e northam ares of the it closs 1 the crusting
and screaning buldg,
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BOTSWANA
continwsd

of aww racovery

continued

TANZANIA

record mondhly
wnnapes, ond

aimont doubles gradk:

Locethen 140 kou wast of Gabovarm, Butaweng Lacwiien: Mhwixks, Btk
onabiiched 1982 Esubiatast |40
et Carvent ie of minar Sarwn pacrs o Qomant ProAUCE 1avats
% O% open pE
W G G | T Gt Cunte
L ) _ Coieng  fyhll ()
Ptatts e 5 » » Inbarrad revreos w . 7
il 2 N prepeIty
whered st m w m °
Vol rev sl ren® 27 " o
reidph TR m
Production during 1999 Praduction durlag ) 999
Tors treatad 9004 milen Tons trasted 117 ewilion
Canyts: ryczvmred 114 mllion Carss recovered G2 rmdlior
Riovernd prade 1358 gt Racovercd grada 102 cphe
Maarmoted recovesy plone complesed Record production pear for Wilerman
The ion of the sutornaed plars and the Al a viry Gaappoioting yewr in 1998, caused by hooy

Mally imegrated sarthoue was comphetad on schecule and
<omMmiioning waa wei| advanced xt year end, Limitad
fwocsming of concertrates. siarted during 1957 and Wil te
Slecpad up in 2000 Ful Troughiat i nscpasas by mid 2000

Dofarvad wasis siripping © inprove fnercinl mim

Resdsion of tha long-am mine plan parmitsed the deferal
OF nenrty spvin tllloh o Cf whil Sripping In (959 Thi
inchcated that e % e
ot four years condd be dufred by some 12 yesrt without
WMaciing production and Wil improve fnencl reum, Carst
production in 1999 jal by sght per ot becase of & veriety of
‘tichnical problems and botslenedks in the main Usetment pland
And recrush pant, as well & the trestment of mscuces which

e T
)

rin Dooding the pit, simpling of the id treawnent plant
taings dumps started In May and muresble grades were
dacoveredt The prodhaction pian was chenged inay o incude
are from both the pit and the 2umpe Pt throughput
standiy incressed v a rthly racord of 0,23 milion tors in
Decembar Racovaied grades of seven ares per 100 tors ot
the begirwing of the yitr om0 15 cants par 100 toms by
Ovistrnas.
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NAMIBLA

NAMBER: rood racmirtat
&0 land and recped production h
ot sy

Locagan: xuther coom of Nomitis
Evtablishad: (920
Cuprosst Bfe of wirorathoss: 10 pacr bushen. pian horizon

Exouflunt recasies o bond

There wire good grades end recovery factors & ol thees
mah wesment plants in Mining Ares No. |, noasbly Mo, 3
phrt The tavclie mines ot Auchas anct Eizabeth Bay slio i
wall The dredpt and flosting trasement plant once again
achieved ooty half of s design throughput, and major
modificrtions were made t0 incruse trommel sceening

Aacant prociuctim poer foc D Bears Marina inAdarsic |
Namdwt's off-shore comtractor, De Bsars Marine,

Toas m Gruds. Cane |
(cph) (W} Omiliaay) | inresmed the ares of ma foor mined by 13 per cant and
Land 44 29 o carsts delvored 1o Namdeb by four pir cant, excsoding
Mere - 1i4 - am ast produciion of half-a-milion carats for the drst tme The
_ . _ ok Noariep, 3 e mining vemal which uss 1 crmwar % ming
- t o the sasbacd, Wit Cominissioned and wil
T i bl L o [+ ] coriam s Wink and gy
N eyl for 2000
During 2000, anew smal mine st Dabary on the Crarge
rivar wil b comurimionad. N wil has = e af shout |0 pears
and replaves Auchi s which drws 4 the end of I e
b - e Comn
oy e B ) [
Frobutis vstrve. Qo] i) " 5 1 aw a '
Inckated wid v ressurcas (o, maty) o0 » ] an + ¢
"o v el resmarott® ot Muninl) - 2 1 At [ ’

R R g
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-

review of operations

miinarai rescurces and reserves

Mineral resources and reserves under
the managemeni of De Beers and iis

affiliates

-

Froaie rearver g e}
bt rasensns (oad s}
nfrvad smcwces sl iy '

[T — !

sljeue it

B A
Es¥
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These are classified according
to rules for public reporting
in each country where we
operate

SA rules defined by SAMREC code

Our rasources and resarves have been classifisd
acconting 10 the rules for public reporting i Soutn Alfa, i
deftvad by the South Alican Minerdl Rasourc Commities
(SAMREC). This oode i to be ncirporiiad o the propated

L
The SAMREC. code has bean complind askong the s of
the Austraan JORC code. which is buing used 2 3 gudeiine:
for codes drgnd in e Uinitedd Kingdorn, Caieis, tha LSA.
and pamidy sl cther eourtries.

Classification applies as
of 1 January 2000

The SAMREC e facquiriss Shilt & Comptent persoa be
oxmpaiulbia for the dechrizion of th resources ind resaves
s dadned mutrcatagories in ot publc reporting, which
Bcludes the company annyal report. Dr W | Klelngeld.
Horager, Micaral Rasources. has een appointad as the
Peporsltly parson.

Definitions of key terms used

That part of a rescuses for which tomage, grade: and
damond valus' can be estimated with 2 low level of
confidance. It is inderrad from geclogicn] evidence,
and wssumed but not veriled by pologks? andlor
rade confindty A sulfcierlly arge damond parcal 8
e madphls to ensurs & rexsansble mepresentadon
of tha dismond assortment. it is based en
inforrnation that may be kmited or of uncertam
ouality and relablity

That part of & resturcs for which tonnage, denaities,
thape, phyweal characrerintics. grade and damond
value cn be estimatmd with 3 ressonatie vl of
coriidenca it ks bhsed on inforrstion 2t locations
thet aré 1o widely or inappropriately spacsd to
ronfinm gaclogical andior grade: continuity but wre
spaced dossly snough for continuity 10 be msumed.
Ervugh damonca have boen recoversd to slow ©
conident estmats of singh didmand vallg.
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minerai resources and reservas

probaie rererve
The eonamicaly minssile rorisl dortved rom 3
measid o indicated resounca. It i inchushe af
g rmasesizks and iiows for ks thet ey actur
whan tha metarial s mined Aggriprisie meesmant,
it ray et aanollty i, s b carvmd

e

.y Py revenus per oret i 47 atimets darived fom
the mix of dimond categories racovered and
prolecied 1 by Akovered from the materisl indided
in the mining plan. Tha paameter i not sppllabla
¥ the crbre resourcs andl, itong Other things, i
sangitiut tn charges i depletion and recovery i

<ontinued

Assessmenr criteria used

m—-mmmhrnma
PRSSUICEE Wh reserves arn data availability, sampling
technique, geologicl interpretasion and extivation technigua,
W genarally sask % geruruty resources in the Indicated
ummmwbmhn-pﬂ
mwhum-mmmmk
raquired i sampling done with the aim of achieving 2
mesared rascures, it thareby & resarve In e prowd
catejory. It i alo important 1o note that the resarves
Presertid are enckusive of tha relources,

-

o
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South Africa

SAMETY ACHIEVEMENTS AND STRTETICS

Continuing to improve mine
health and safety

1999.saw the Jowest lost-time in]ﬂ
frequency rte in DBCM's record
history, with ualand mines
achieving 10 fatality-free years in
February 2000
New initiatives spur safety
Inftiativea impimanted 10 reduca risk of our Mines,
coupled with the advent of reguistions imposing spaciic
duties on managers and evployess, haiped us ecord an
averuge rate of 0,34 actidents par 200 000 man-hours
worimd during 1999 — the lowast lost-ime-injury Funcy
ik VAR in our necordad historg
‘We tackle safery on many froats
AIDACH rrinms b ired

NOSCAR stans (NOSAY 1op health and safety awerd) for
e loturth auramive yesr The Nameousiand mincs, which
o thw Chalrmrs salaty shiskd, wil o ausiitnd by NOSA
from jaruery 2000 currietil & s S 193 Bearcisd by the
Ot of Minag. De Beers Marine s graded aacording.
o tha NOSA Sea Sals System, with the vesssls of the fect.
iy indivicually gracied. Ser of the opeating valesk achisvex)

LTIFR improves by 3%

The greug’s LTIR showed an improvamant of 31 per
conkin 1999, i) compared 10 1998 Tangess for 2000 heve

Promier ming, Kimboriey mines snd Yeneta mine have
woriad in eoew. of one milion lkality-iee man-shifts, whie
Dee Goars Marina sccurnulased in wemes of teo millon and
Nawmpasiersd mines more tet . milon @ity fras man-
hils. Namaquelend rrines achieved 10 fatality-free yowrs on
V1 February 2000,

|
|

tha Mine Heslth and Saiety Act to inik exgons= to healh
and safety riske Each mice has a Sakty, Heath and
Ervironinantal depirtmand, which eomiswously maniton
complurce with the lagishtion, Heslt snd Safety agoerner
it of e Act have: baan conchuded on af the mines, and
harna bt anch salinty represetatheet ply & major ol in
accidertt praversion, Heath and Safoty fanctian

gig el

]
B 8| B[R
glel, 1gizlels

[ 1]
Akl

well at i the pperstions. Risk assessmantt ant done
iy B frakwed iy Progammes. e tet

g, [815]. |5|B[8|F

health and wiety asqrsnas By
indlucing coreactons, and empioyess undergo hasith arx! salety
Trakning, 'y advlision, we: use outside cormukants o M

High safety ratings are the norm

Al our mines particioats n the Nationsl Qeoprtonsl
Salnty Amsodstion (NOSA) sty gracing sviem They ol
recahasd T 1p rating of bves start during 1999 with The

7 weapton of The Osks ine, whith s four tan, and e

{  Marctorain jint veriurs, which het et ba tudied Verats

; mm-amlsoﬂmc\wnwmmm

HHUHH T
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naglih and safety

COCUMTIONAL MEALTH

Surveillance at all mines

Medical survedivnce if undirtaien ot all our undarground

and opencast minas. and OEENons t afeury the health of
ampioyess expossd 10 Certain gkt inhanyt i the mining
inchsiry This survelfance, concucted by et praciioners
Rt healh cinics and eartres near the oparsikons, complies
with the requirements of the Mine Health wnd Safaty Act.
. We pay special steention to arees of haalth Corewns
Irormaly rmciakid with the: mining indusiry Thes inchuce
duat ind nolys bevas, Wowic Rurmes, chasmicsh, ashesos Bores
and radanion,

“Healhy education, trawing wnd cunseliog of ohickek:
and grougs of emplopees. 1 well &5 the mankoring and
rubablieation of any sick or inkred wplcyes, e conakdwnd
iy responskifties of the medical siall n ol our rmin «nd
opergtion:

During the past yew oy than 95 per cant of of DECHM
H“P'wur-ﬂduam?'nlmm

Chemical monitoring reduces risk

Altvugh the recovery of dismonds Involves very few
charvical abetances, arough uneitincs and biological
monitoring Wsiess place at the grology Wbaratories n
Kamberley a5 wall a5 S remarch cantres In johannesturg,
Engineering comrols isching the process, adequats arfiow
ardl ficient s monioring o' vah educaion ndormasion
i acherenan 0 hansting procadure of chemical are
an integral pant of the programine.

cantinved

Managing HiViAlds becomes
a strategic issue

Al s md uncertain sart in the 19608 Alds hos
oo asmmac] apiderit prOROCticns |n sub-Saharan Afica,
whare 30 per ount of the world's Alds desths are
N\’M

 Seuth Afica, which s thrae t e yars bihind
!omhrhb—‘.dz-ms m,::,..,
infocked evary day and Ald-relsitd: daxths are now.
acrmvwen, This scale of Incidencs: i ¢epind &0 impact
heady on o concemed, from individials and failies %0
the busnass work E

programmas in place since the mid-D0s, thess

bacins thare has ben v st betmicurl-charge
a0l e ircidennn of HAAL: hus basn ring saactly
R-hay becoma sy

Impact stundy lngss b @ mere halistic
opproach

n ordar 15 piun 8 ekl Eraiegy to e the:

oftha Ak

he magrude of he probiem by esbertisg on wn
wonTeLs sro-gravelence sty # Gubinare and o
Precrsts:tima, Firach ssine i D fsary Marir.

The rends havs prompta & rore holic sppraich
t managing tha impact of Aids. Siraingies ndude

¥
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Rhecith and safety

continued

Botswana

~Mophane™ analogy helps boost safety

Oraps and Letthwkane minoy safoty prrformanca during
|MM-wwuhM
ﬂnmumwmmmmh-dmu
hugory of the e yda of the maphane worn.

Both mines get high NOSA ratings

Orips 1nd Litihakane mines’ safily programme wes
‘mutitnd by NOSA in Fetnary 1999 ator

stae grading, o Oclober, 8 second et proved more
muccnmhd with 2 fi-4tar gracing being achieved AL year
end the minet. inchaive of the Oraps. Project 2000, had
operircad X lost-ime inrics {64 in 199€) and  los-ome-
ury fraquancy rae of G50 {091 in 1998). The coninuad
focs an ety health and the smvirchment resulted in &
syt anp In good Rousk

the minds 508 e anhanced safety Iwareness aTOnE
amplopse.

Revised safery programme
yiel(krrsull;y progr

Iwanang mine recorded o of the best snrual sty
performances. 16 dite a3 & resubt of concerted efiorn.
1 improve upan tha unmtisiactony parformance of the
provious year The anrual lock-tme-anpury Tequency rae 2t
.44 was one of the lowest svar and fepreienicd 3 63 pae
cart mprovemant cvar 1990 The ek reors: wers: the

LOST.TIME-INJURY FREQUADNCY RATEX

e 19 T I 195 IPh
Crpllathiae A8 4 0T QW a0 O
Joourry. Wi UM AP WA 00 an
NORA SARITY

[ ] L

Cripslatden TRAR Wik
onnany kA ik
Namibia

Zero tolerance podicy pays dividends

Thare was & corcarced affert, undér e banvar of Zero
Towranon', 1o cecrense loxi-tima injuies a2 Namdab In 1999
Urers warm i of thaps injuries compared 10 14 1 1998

Namdeb has & decentrubied miaty gracing wysam
wharatzy minkyg trestmant s anghee—ing ssm are graded
snparaiely b tve of e NOSA grading wnir. Ahough
PMining Area Na. | nflarnd cne felalty during the ye, o sres
wars sraried S shars towdrch the and of the yoar Bizbath
By i retsiich s NOSCAR stas and Auchas mine, shar
winning, e NOSA Best Small Mises Award, vart on %
achigve NOSCAR et ot your end

LOST-TIMEJNJURT FREQUENLY MATES

Incressad subety drive by senicr stalll the i ion of
formal recognition for safety achievemants and aross-
Ceparinertal seisty inpbctions, 3 improved fraining

WHOPN T e P
ass

4
Namsb ¥ 0u ul A% L
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setting high environmental scandards
We minimise the jmy

of our mining activities
on nature

South Africa

180 KOOI certification for
alt divisions

We are requiring that all our mining operations. b
curtiéed complient with the imematonal |SO 14001 envirgn-
ervial menagernant. systern stancid. Thiy i the &andtion

= ik W0 e iy nd 0 the oy
tarmn onure & mis i hadithy emirorenent kot commu-
nilen in which we cpsrsta.

We mode progrem st ) parsiing dadsions with the
irpemantation of IS0 14041 and raadiess audits ware
Tt out ot & euvber of mines. De Bears Maring., rst
cardfed in 1938 reveined this stat = o its Gpavations
inchuding the ey astablished fackitien a2 Port Nollogh, The

envircament

Rehabilitating areas disturbed
by mining

We have ghen dpaciel atiersion t the emvironmant i
Namugualend, and at Koingraas impressive: rasuts hea been
achievod despita the desart climate. At Finsch rmine,
hﬁuﬂnmwﬂ—‘du&mwu
bomow phs hae bin complebed, and at Kimberiey i,
Further work on the prokig and vegetating of the simes
<arm was urdertuen The ust of weste rock pecdodss a The
Oﬁmmmwnwmm
partiosesty mucczsshul The 3 paddock has sirsady been
gt wd the rabure vegetation I reburming,

Menitoriag the undersea
environment

A2 De Bowrs Marine. the jog submenibia has proved
iraluzbla in scquiring srimaaental baseine daa and kor
Fudying the arpacs of decp-seas miing This hus ied o &
better understanding of seabed hibits snd improved
managemant end opruionsl stateges to rescs Wvon.
mental diturbance. The etvironmental management
arogramma for the South Aldcn Sea Armas {concmssions
belonging 1 De Buers Marine off e wast const) has been

Nature reserves esiablished

Al sk mining oparmsions, we tet sside Ueet &5 natune
PeSErved 10 protect Indigancus wikiife, conduct errviron-
mestal educaion and provide oulrioer recrastian b loal
cormmurites Aler s yars of decussion. an agresment
was figned dharing 1999 by Chairman Nicky Oppanheimer for
h'mdh&hhu‘-uwm
B .

op Dorgria ]
rciownivE in tha Linpopo Vilkex:

In August. tha Namagus National Parkc was barm, This,
South Afia't newest national park, wis establihad on
mmwmm‘ by
The Workd Widie Fund for Nature 1o extand the fimous
Slpact Widiowar Ressrvs.

-
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Bottwawe 00000

Working towards 150 HOOU
certification

Wark conthusd st farang, Oraps i) Lathalan: mnes
during the yaar on the deveiopmatmt of envircamental
reragarient progrimmes it mest O 14001 standarde
The i s t 40in cartiiation during 1000

T Bomswsrm Bureau of Standards hes sdgaed the 5O
14000 saries & the Botswana standard, vindiiling the
duciion made by Debewans. severs yours a0 to bam s

"

——

Improved water recovery

AL jvsirvang ming, wkal water corsumption was wilhin
spectind targets. Nonathelan, tha completion of tha co-
Iicaring projact fcambining the fnes and gt Sactiont
egactad 1 hd to durther waler- recoveriss AL Origs ad
Lethaane minm the weter Managemen! Fiuchurs was
rwvdawed nd changss imphnentcd, the most dgpiant
g the apponbmant of & fub-time Waser Manager t 00~
rcite a Beus related Lo tis scarcs resource.

Continued coniact
with government and NGOs

At the conprsti hevel, imeraction. contued with both

d on i
ruistad 1o wests management. weter canswranan, cimate
change d of amne-dephtng mixtances o
Sgrifant pierw of lagishmon came Irto sffact during the
yonr: the Wacte Maragamant Act and the revied Mies and
Pineras Act. Dabawara. mines have bean moritoring ind
contribating 10 the deveiopment of thase ACs Ovor i mumeer
of yurs and are ke o comply ally with them.

envirenment

continued

Support for environmental projects

Dabewane  apport
1995 and aml achocation

of the Kaishari Conservaticn Sociaty and other projecis The
rebvution of gowrmTent reRYiGLons. oo the movernant of
owen-hooled srmals has sicwad the re-oation of et
atalops from the mines’ gume reserves o (-Rock other
rasarvas, furthar enhancing the alrasdy maaningful
contribution Debeveas. malms 6 widilie csnservaion in
Botmara

Namibla -

Mines on rack for
1SO KDL certification

Erwironmantal managarmant planw for sbx miriey anca
ares. hasve hean ncorporsted e e 50 14001 amvron-
mantal marwgament system rolous tor Namdels The s
arwis cover Mining Arma Na |, Blraberh B st ining
along the Ornge sy and cantracior” cpertions inchuding
dwap-sea mining by De Beers Mirine, whidh wers approved
by the Nambian Mikstry of Mits in 1998 An 50 14001
pre-ammet st of Hinng Ares No. | was xeeedhly
ctumplntnd i1 Novermbar, with 2 ceslaion audt shedided
for mid-2000, Carifcation sudits of Crange river and
Elizabeih Bay oparsticns are scheduled for the lest guarsse of
2000

Canoda and Russig

Focus on collection of baseline data
n Canada, anviorrmentsl work cominued with the
collection of bambine deta at Gahcho Kud (Renmacy Like) n
e Neartivwamt Tarriories 30 near ARIMGHERT It Morthem
Orearia I Rl the review of wiroryantal besine e
and identification of potentially semltive Jocisl and
esues for the L h jites n
Wv.lcmm
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human resourcas

Several key initiatives
underway

Customer excellence and
best practice the main focus areas

Togetivir with' our partrvers, Debaware. and Namdah,
Do Basrs ht wvibarid o & process of yarsiormsion in
S wren of hisvamn remurces In rgparme 1o our group-wide
COrporate id cperstional strategic review. Customer
wxcalionce, but practica and chenge are ey

More performance-orientated
reMmuneration and rewards

Pertormance-based remunarsifon and rewards form &
funcamestal part of policy in De Baws. ki South Africa, we are
Continuing to develop and anhance our parformance
MARAZETENt fydtas, We extonded the Gxmastive shire
incartive. scherva 1 Qualfying emplopess a ricdie ard snicr
franagement levals 1o provide incantivet 1o more Cassly
ety wWith b foriucs of Dy Bears Mameel comicumd with
2 wrategic intative focuesing on e implementation of 2

ftires of this iniisive. Az the Contral Seling Organition
{CS0) W Landon, we ivkeyaeed iuman resources s o
e they conform 10 ingal recuirement, bist pracice and

o olficm. Thase chemes and syRers are gonerally

b and haid n

‘shake up’ worishop to inpirove standards and quakty
O i rg 0d people

development sTalagies wers initated at Dytswan.

Our plan for attracting and retalning
high-qu.:alitypc.-‘oplt:rlg

Atracting and retaining hgh-quality people ke 1 core
25pact of our new strategic plan and comaing severst

7-badad, and form an itegral part of aewing
et d cbiacth

More training and development

in South Africs, #nd &t Namdeb and Debsaana, leader
ship development programimes wers identiied % arfunce
leadurship i and
smiddle maragervant i, The needs of employment equey
initiatiors in South Adrica, rTrative acion leglation in
Narrstia, and localiertion poky i Botwwar e addrastad
in training totalled RB1.1 milion in Soyth Africa,
NS 166 rillion at N Debwars. Al
the CSC, we: dubarmined appropriate nvestments in g
through a training nesds swlysi driven by the performance
ravéres Triining activity in the informaen tachniclogy areas
Pecaived 3 sigrdicant share of this invesmaens.

humaon resources

integrated syccession planning

VWi aim o put in place Imagrated O Beers proup
Planing s Nsms 10

nd tachns
compusmncies. to kdentfy and  talant gapa. Yo dernly v
devaiop high patertial incivicus, 4t privide ingvidud

continved

Equal opportunities drive launched

In Souh Adrica, we lunched 0L group wmployment
squity pollcy Good geugrom i baing mads with the ariera-
Wian, wnsyss. el planring processs raqured 0 Implemant
the policy snd 10 carnply whh the Ennployment Equily Ac
tuch work s mguined 1o change our emplaymant protle &

i and

oo petha, Targr, -
prograrms wathin and acroes the ragions. and counires whare:
De Boars aparstad is w imgortant carmponant of auccemion
lannkyg and caresr development.
Increased skills development
Wa e acsvaly imvchved in Scuth Africe I the deagn of
i which with the Sdls Ox
Act and the South African Quuications Authority Art
Together with our partrers war irsited |16 appremions vis.
the spprentioesthip schem in South Afria, | 17 apprirsices
and 30 tachnicians &t Debewars and 38 zt Namdih & & coet
of RI38 milion, PS$ alion mad NS2A i respmciveiy
At of 14 appranticet quaiiad W artians in South Afic,
22 at Oabawarn ard 17 &t Nadets

More bursary schemes

‘Wi continue 10 BUA young talant In South Afrke, ot
Namdeb and Dabrwana to participate in appropriste
technion and universiy bunary schame This is an imporait
soures of foedietck 0 mast gh lovel Sachnical and! Ooxtemer
cal stafig recuirevents in the Adure. Schermes oy maaged
10 Yait thay remectely contrbaite 10 meating employment
equity afirmative action and ncallession cbjactives in South
Aica, Numbis and Botywans. in Botswans, whart Alh & &
BT protiwn, Dabewans & Kively maneging its bursary
schernes 10 crtar for excasshva stalf tumover arising from Alds-
relatedt dunthy.

%5 g e rewarts which o fram recruiling rom & deopur
and broacr tal ook, Nemdet alignad recriiment and
sadaction procassss with Mirmaative acton legltistion. AX
Diebauarn, oflorts in locaition infatives r the past twa
ucades are refiectid In 4 Heion whare over 95 per cant of
w1l workloros now comri ciisen ieylopas AL The
TS we devaioped wnd introdosd B 4Gu Gpportndie
policy during the yaar following the: promulgation of saqual
e lngiction e Ui Kingek

Programmes 10 combat threat of Aids

Cauntries bn xouthem Arics hav baan ssverely sfiected
by the prevaience and eigid spread of HIV/Ai AL the South
eraions,axd st Debmana active Alds
msarwes i jrevention poices and wamges heve mixied
fox many yours. Dubiwars: ritated an norymous pravalence
survay in 1999 which rovasied an HIV prevalence across Ry
opartions simlar % the Astionsl avenge. This highights
e e for proactha svsegies for maagng. Ak n e
warkplace. Plrs wil be developed t0 addns the heakhcarn
of infacted amployees and the HIVIA rgact on oo,
emplayas beneita productivity and coassion.
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cantral seliing organisation

Sales up 57 percent to a
record US$5,4 billion

Salex

Diamond sales sharply up afte;
fall in 1998 Y P !

Salar of rough diavoncts by The Dismond Trading
Company (DTC). the company reponaie for teles within
the Contral Selling Organisstion (CS0), reschec 1 agond
USES24 bikion iy 1999, 57 per cant incresse o the prasdoars
year. Tha £SO hes 5ot a similar sles target i termm of velun
for OO0

This drametic ircraass in salas followsd e IMcuR
<conditions experiencad in 1998 whan slas of damonds had
falen 10 thew kowest leved for more Y 10 years s = it
of the econgeric fiuties in Soush East Asa ang apan. At
e and of that yea: rough prices wers depresced, Asiney

o 7y s
o Ameriown buyers. had dedrived the induery of prollablity
wd ity

C50 ROUGEH DIMMOND SALES (U8 Dallers}

allan)
53

.

.

MY N NN

Rough diamond market
Action on excess supply pays off’

The €50 had than decisve and sucossdtd action i
1998 to reduce suppiles o the market In order o allow
the pipafine to de~stock and adjust. 1o markar engitions,
Imniriories n the ating cwrres had been AN down to
Friniru ievals, wnd Satndwh-ipected Chrienes sabes
in the Unised Sates. wndl thw eorsinued siangth of the US
STy and Fodk inaret, quicdy lsd 10 3 resrgane in
rough demand and retocking by the industry Renewed
confdunca in C50 rough was consclidated by tigthalders’

proftablity The scarcty of outside rough sio providad an
addriom) platiorm or ass of our damonds.

Strong US market and Asian
recovery also help

As confidance within the Indusiry continued 10 bvprove,
e €S0 was abie 10 inormaye 65 shke 10 the market in 1999,
The strangth of the US market. combined with tame
Phoovar'y in Asls and lapan and corsinuing growth i Eurmgs —
grostly helpad by the succasshal marketing of dumond
joesmdary bs the partect R for the Milsrrium - conrisued
0 strong sales of rough disrande,

The price. rebalnca by the DYC in Septamber 1999 was

% . i for our rough
darnonds, ind had 1o ofect on the rough markees bulish
swrsirrant The year insivsd) postvely and sales in the second
hall of the year ware up 70 per cnt over- e seme period of
the prarvious yes:

Sucaafid Christrds sahws in the United Sextes and eon-
i corsurmer conddence have suppormd gnod demand
for rough diamoncs in tha ey months of 2000.The DTC
roacusd its priom in Februry t roflect sirong demand for
fower qualty gonde: the ovand efiect wid 1 hrmes prices
mangnaiy Trade benk borrowing wes higher tan I recant
youry i " g Wamcver 1 % bt

3 lovel acceptabie 10 the Gwrke.

azT
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central seiiing organisction

Supply

Diamonds sourced from
around the world

Dismands from the DBCM mines in South Ana and
from the minet wa own with tha governmants of Botswars
anet Numibia sro st sorted locally in Kimbartey, Gaborane:
atrd YWindhosk W sinc by dmrvonds from Alroe in e,
from the Bl mine 1 Canids, 40 SOM (tha joint verure:
betraan Endiams, Apnton and Odebrecht} in Angol. I
Luands, e Boars and Endarma. the Angoien Sake demond
antity, we conructing s high-securicy building which wil olfer
e Iegitimzte damond Industry a wpecialit diumond wrting
comphux. Purcesss on tha 0pen market have fallen to
negigile: vals In rpoant montts.

Sorted, valued and mixed for sale

The dismonda ane sthipped 1 the CSO in London ind
sorted and vekued « in soma 14 000 calegories = by sded
wperts. backed by our own propristary symems snd
schviology, Thay are than mibed sogether for stie 1o the
worki's lagding glimantaires. known 2 sighthaiders, &
ights’ or s, haid tan tmes 3 yoor in Lonon, Luzers and
Jharmastary,

Agreement with Russia helps
stabilise market

The aurrert trade agraamant betwaan Do By and the
Pumlen produrts: Alrem, which runs 1 the end of 200), hes
Opersted to the mual stisfacton of both periel. Rusis
aintabs & dirnmik GATing A pohing indutry et bays
ot of tha Gamonds that do net ¢ %0 De: Bears Qur
fong-standing colatlonship with this leading producer has
contriaed v the sabilty of the irtarnational demond
frarkat T commermorsee: the 408 arwvarsy of our St
ade agremment, 1 it cllbrion, Mumdsd by pest and
CaTent jeaders of the Rustian dismond industry and of
D Bowrs. was. hakd In Momow in Ocloter.

continued

Canada — a new source of supply

In hiy (999 we sgned an agamant with BHP w0 tuy
35 par-cant of e s
e Bt rure in Canade. Now Wt tha mine has come o
stremm these diamonds are arriing (agary & e G50y
ofices in London.

No diamonds from war-torn
African countries

In Ocaobir' |93, De Baers ansouncad an embengo on
oy purchass of ol demonds Som Angola, olher tran the
ennracaal purcheses from SDIM, and Bk we: woukd cle
our buying aperstions tere and in otner west md central
Afican courtries. This wak mowhted by concom for the
sullaring of the peogle of ¥ o, where conlict &
in part suctained by the procaeds of Miditly obtained
aarteirny, g Baary now has 0 buying ofices In Angola, the
Dumocraic Rapubec of Congo ar Guines. Operation in
Libaris and Siarra Leone ceased many yert i, Other
buying officas, inchuding those in Antwarp and Tol Aviy have:
oean instrucied nat to tuy 0y dimands whose origin i
ucertan.

Thet ramie of these meenses has been thas she C50 has
Puctumsd no diemonds in breach of UN Resclution 1173
{pasmd i e 1996, and no diamoncds are baing purchased
from aroas | Adics currerly controlad by rebel foroms.
Inucices siached 1 DTC bowes hae, with affect om the
March 2000 sight, tariod  De Bamrs gusrwmes i this clec.

D Dwars has urgad the inmermasional demond ndusry
10 dopt simler pokcies. Wa have tho e o srong
enoen i diarrond i il
or the cverwheiming Majority of warid production, shoud
ot ba dermigad by Wudsbie: Emmpts to reduoe the income.
Sowig 1o rebl movemeres.
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consumer markeiing

Millenni

markating

/ bl 4

A successful, industry-
wide marketing exercise
that capitalised on the
year 2000

Millegnium campaign a great success

ﬂnmmmwum:mnm
opparbanity and 1999 vl ba remanibad as the year thet
B, Du Boers implement ids most ambitious marketing
iy ever Tha ampegn reached evary lyer of the
sy and vas a isive damanding 3 high dagres of sl
# strudegic plnning and menagemaent. i wncouraged the
darcrd indulry o capitaisa on the cormion 1nd cwee
adkditional actvites of e own.

Seed planced back in 1996

The sesd wes frst sown back In 1996 whan the new
millerrium whtmad & Groff and iTaievent moment in e
Howener, thare wag an uinderistie synergy with this mornan-
10Us Evert 10 which only the <Samond” could rightiuly by daim

United States and Europe
the main focus

nmnmmmmm
p—mhmwwm
iwuhfdn—.mhmmw.
there was Sffcienl interest 1D encoUragh U 10 ivent n &
ery targmid wies Th ogr
tmocietion batween damcnds and the mileva i te
minds of coneumers Swough two major publicity avents
Dicmandy A Forevar ~ The MBcratium Calabrogion, and The
D Soars Miariem jewsts Lounch. The combined evers
chieved $48 mian worth of publioy workdwide.

Supported by a weil thought-out
ad campaign

Tha Bk was furthar runforced through acvertising:
both the Sming arie) the mmaage: had 15 be right, Cormamens
wars presccupied with the bulld-up to the night il
31 Detamber 1999 ruthar than the yeu- 2000 a8 the arrhal
nlln-mw‘ the advartirng had wo ralect &
sanes of urgancy s that consumers would want 1 to
fomething speciel 8t Thet moment. Ve chose an unasl
$ilting occaon for the core taltvision comranchl which
showad & $Rt of a salitaire dismand ory New Years ave. This
“hmdlm‘mmh‘lﬂ
diroraed both e and direct mestages 1 wormen and bater
Suring the fburth quarter; 10 men as wek

review of operations

consuraar marketing

Campaign spawns new products

The milanrium cpparisily' wes Lrther epanded wih
o dovalopment. of new s sacking prodact Yo rark e
vt e crestd 1 2000 hulrrack that wis inacrbad ints
ing ks, with sach ¥ 2 2 clarnonds Tis wes leunched n

wvl Europe. The De Baars Milarnium Limibed BdiGon, ringe
of ona t5 two carat: hegh-quality branded damands MR
drove inoramental sales woridwide.

Sharp rise in retail sales

1999 s 2 sirong bounce-back in warkd retall seies
darmond jrecien shar the tily.in 1997 and 1798 vproving
wionamic condiiors. coupled with e milerrium ollact in
the last quarter of 1995, wore the chisf ressons fr the
growth n moxt major merkets.

US, Europe and India
particularly buoyant

Ovaryl salas ware up |1 par cant in US Dolar rewit
vaius and 10 per cant in diamond value. In particular, the
longast ecorormic boorn in US Hssory helped hcresse mles
for the sighth conesoutivs yaar with the miemium eflecl
criving mies up by 12 per camt, Eurape a0 showed thap
st in 1999, with s rarimts growing by over 20 pur cant
during the Christmas pariod. The emérging Indn mariat
grow by over 2 pur cont.

continued

Modest growth in Asia

In Eastern Asin, st the dramanic e in e of the
12 morshe fom w1997, tha madess sgns of growsh scen
teiviaech e and of 1998 cominued I 1995, Ching amenge
2= tha dominant market in the region and ofis's gt
longrm potentil. Oty japan was dsappalriing with mies
56 decining {alihough at 4 uch rd.cad rae ten in 1996)
i baoth Yen retal valse sd 1S Doller diannond valus.

Many new products for 2000

Tha irdlennium apporbunty B ot end on | jaary
2000 Gur matsting sirategy in 2000 will continue to explolt
e irterest in diamonds creatid by wee: milannium with an
oy of rew produc st n the United St wa M
targesd the anivarary Jgment with & now Wrel-one
Hing' prodixt <onospt, the thws dismonas symbolakg ‘the
et e preast, . & 1
o the snniversary segmant, which b the singlae mast
mportant dermond buying ook in The Unied Soem.
Cthoar raew prochuct inidatives t stimulala scditons!
dasire 1 scquira dimond jewellary wil particuarly TFRRL
Paople who own miany pleoss of Gamond ety i il
focus o the bracelet, evming W necdacs catagorian.

Stepping up marketing activity
Throughout H00. we wil be pursuing apportunities

with our sigithoiders and ather downsueam marketing

partnars, including new

inchustry amyants, in onder

0 compete affectively

alongsids other lukury

#o0d Lty to supplement.

‘o own marketing offorts,

we will support the

dJiamond Industry 3n

ad compeshivenams of its

o ; .

progammes | order ta

encoursge more inncv-

e, more foan ad mom

irvestmant in the fast-

Fowing Gamond fewalary

catagory.
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industrici dicmonds

Sales of industrial diamonds
remain conscant, but
product innovations
promise more

Diamonds play key role
in industrial applications

Diamond, "

play 3
sigificant role |n Industrial appications, where it is used
mairy @k 8 rperabrasive. Thanks to recont wechnical
advagues, howewtt, adence and industry hae baen able 1o
Farmesis diamand's axdreme froperlies even more crogtivel

Sales up in polycrystalline
products

Tumover of the De Beers industrial damonds group
of companies {Debid) remalned constan at 1998 Mvals.
Vohsrits covtinued to b i 3 g the
ovaral revanua srowth was affectad by product mix Growth
was particulirty Zrang i tha pobrrystaline. producty arsa
wirre wcoonhi sales of the new SYNDITE 74 milimetre
diameter disc for antting-toal banks added to continuing
growth in th safler 57 rrilimeine dac product rangs, where
thare it suich compatition.

Continued growth in synthetics

Syrehetic Gamand its Used in sawing applications, s kay
e of rovenue for us, aw conitued growth in the high
and medium quality sectors, theugh demand waskaned
Sghtly 21 lower end Thare were ako strong volurma sees
in fneraized grits ured in grinding wheels,
Further product innovations

Following the sucoashd intraduction of 2 variaty of e
Products toward the ¢nd of 1998, particularly in poly-
erysaing damond and aubkc boron nitride, the st half of
1999 sw a numbar of kurther new product intreductions.
They includs chermical vapour deposition {CVD) diamand
Rm materizke, and new and ephanced CVD dumend fim
products for use in thermal, optical and precision edge
2pplcaticrs. Commercal demand for these Rrw products
s simady oapeding expactstions, and sversl frther new

, ot o through ot

projects with third partiex.

Increased capital expenditure
for new Lcchnologﬁ

Sippificant capital expendituare ook place in (999,
particdardy 1o incradse CapIcty and 1o provide for navwer
production technologles. Isvestment & technology formi
the base both for impeovements in damond synthesis and
procaming, and for new product developmenty, which have
kg beans the driving farce behind the use of damand in
iy

review of operations

resecrch and development

Global research network
mpacts on all facets of the
value chain

Af De Beery v v 2 nitwork of ressarch asvtonies
that work tgather to support all ispects of the vae dhaie,
from prospecting s0d recovery through 1o fales of rough
damonds, asting, polishing and branding,

These boratorie have substantial expertise, and a
pised 1o deveiop and eqilot wdinologies t benelt from
clowmtrwms OpPOrIINDE.

W have pomorad nesasrch programmes it univeniies
and institutiont worldwide for over 50 years. Al our
teborataries beneflt from this considerabls. depth of
funcoreraal damond research knowledge.

DebToch, joh b

Provides De Beers with
technology, research and
development

Exploits latest scientific and
euslneering advances in mining
and recovery

The DetTech complax; based in Johanrvesbaury, provides
the mining, ind. explorstion operations with technology
etsmarch, development and merufaciuring, R sxplofts the:
ket cciantibe and enginesring advances m enure Tl we
makyain our leaderihip in dismond Spioration, mining and
exdraction tachinioge

World-first in auromation

Two rajor new technologies ware lwunched during 1999
aar more wan ten years. of research ) development The
Gefirery and instalition of statof-the-wrt damond recovery
3 20rting, YA 21 Debswans vaneng and Oraca mines
set a new standand for automation, sorting efficiency and
danond security At fwaneng the new Aty fittgrited sort-
house wil produce packaged and weighed damand parcel.
without e fucedd for hvan imohement - 3 S5t in the
o bngia.

New, low-cost X-ray recovery
machine commissioned

The latest generation X-ray-based diamond recovery
rrochive was deivernd and commasioned at Kofefontein
rmine. W wil undergo feld trisk bafors being inconparated
into the DwbYech produd range. This advanced machine
affers ioadng sdge pecormance with sigrticantly reduced
comphedty and capital costs.

New plants for Northern Ontario
and Orapa

A containerised recovery plart or geoloicl samplng
wid tranuctred for use in Canda, and twe high-dersits
d ion L sppied to Qrapa mine
for tha now Nou1 reaiment plant.

Research into extraction and sorting
efficiencies

Researth eonirued into st mors eficant methods for
the racovery and sorting ol diamonds o kmberite: ore.
The focue waa on ectve. 2l comtalTactive: eczronk:
recovery stams, and on ferro hydrastatic separator tech-
ko The Setiar was a0 in advnced stages of sngnesrrg
for el L
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resegrch 6nd deveiobment

Audits, evaluations and studies
performed

Minwal procaming sudits ware parformed Wroughout
the year, with 4 incrensed focus on small fnes. and
ot vanturs operxtions. The resuits irom thvase led
0 an iMprovement in ditmond fedovery it The Claks
and Marifontein mines among othars. Equipmant
wakiations provided information that resultad in the
stlection of the most apprapriste and cost-affactive
tachrnlogies o dismond extraction and recowsty Ore
drersing studies on 3 humber of ore bodes ind 1 improved.
design and operarion of process plants and provided it 1
various grofects.

X-ray scanner for
Groote Schuur hospical

The advanced promotype of the low dose kil body
Xray sanner for medical spplicaiions. - 2 spin-off fom our
Parpcess ~ sarind oparsting M Cape Town's Grooks Schuur
Hospinal rwsnis uikt during the second hel of 1999 and was
favourably recebeis! by the inacical sl

DebTech retains
15O 9001 certification

During 1999, Detrtach comeleisd an organisxtional
restruchring simed at batter Impamanting ol techhckogy
worid-clasy

ewrded by the retertion of is 15O 900 ceriicasion and
byt Inchusion of the company: in thw Nalioral Technology
Top 130 renkings. The Natlonal O ianai Safety

contlhued

@ research into the discrimination characteristics of
ayrithetic diamonds and dmond treatments

* the developman of syttt dtection Wcviques and
ks

* anzuring that the diamand trade and gom grading
labomiorias workiwick It bricked on any imue thal
rrigft. alfect consumar conddenc i e dmonds

New generation of sorting machines

The fet of 2 few gerwation of scugh diamond wrting
rachines, capabie of high- e sorting of small demends ko
quaality and arlour; hes beon sucommhilly ealusmd Production
machines ars ncw being manufactured W ary alio develop-
ing techeclogies tes wil 3ort and vekse Jurger damonds
mére aciursie

Ve are continuing the menubnare of the iest genera-
tion weighing machines for sizing and vaulng diamonds
‘Whighing o Qs o mors, and we coninue 1o deploy
ahvinced soring and woighing machines in our southam
Ao svting oflas.

Diamonds 'branded’ with De Beers
tarque

in support, of the limited adition mllsnnium brending
nikative, and 20 000 igh quality and excepiiorally besusifid
duronds warn branged. Sgrvicunt numbers of the paentart
D Basrs vicwer have baen manufactured and sald
workhnid 1 skow the micrakcopk mine 1 ba twvsed

Asscoiskion fve sar grading was retsineid for The ourteenth
Corwediitiva yew, and no loct-Bene injuries oxcured.

DTC Raszarch Centre, Maidenheod

Focus on integrity of diamoads

The intagrity of natural, untrasted damonds and
consurmer canfidence in pur product in of paramount
impartanos to De Beers Our moet importent activities o ths
cuntre are tharafore:

retaders and

De Beers “Hourglass™ selling well

To Spport & marketing indistive % 5ol smad dmonds,
e Do Bears“Hourghas ha bean designad and b adsantie
umber manufuctured Each containe bout 7 000 Ma-qualty
rough damands that flow within & specialy Rmingiad Lbe
o enhance their bemey and sparkie. The unk is selling
‘exaromely well woridwice
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Community investment
De Beers donates over
R70 million

We committed over

3.9 per cent of our combined
dividends 10 community
investment worldwide

This contribution is high by world
standards

De Besrs gaa mar tan 70 millon 1© projecs. ad

in South Alka

under roviev Meawurpd in terms of a thiws-yir rolling
aeragm of Grvidendl, this amouwid 10 33 pr o of our
combinad dividends, it inciudes 49 per ownt of tha DBCM
diddand which was commitiad to soct rvestTient in Sauth
Aica This level of gving it several s higher then the
Gandvrak of the PerGarit Club 1 which kmding compsnles
anpirw in the United Kingdom {whers comparstive data s
reacily svalfabic). Wa fustily this level of ipanding on the
Hourvh that De Seert it are Kund in courtri whars

cmar rwndates, budgens and responsbiliies W sirive t
mprove the quakty and eflsctiveness of our community
Irwestment programmes.

SOUTH AMICA

Helping to strengthen civil
society

‘We made over 500 grants in
areas ranging from education
and welfare to wildlife and
SPOI’I

Fund spends R4.4 million

Through the De Bears Fund, which supports educaional
and welfare inkiatives In the wider community, we madt
‘over S0 grants titalrg K21 6 sk cunng 1999 n addiion,
wacisl donations worth RH.S milien were channcled
seversl major projects The donations incuded aur R12 reillon
comiritution 10 the Susines Trum, 3 dongtion of RY1 millon

Furd South Akrca for ta
v new crow-border Yhambs: Dongola Niztional Park. 2
W0 the new Ohincelor Bulding st the Univarsity

povarty dserscy and T

) wividt grreTTd Ageneiny redydre dghilcint apport
rom dd society i they e 10 succeed In maintaicing stabifty
wid growth.

We leading associations
andNCOs T

Ax D Beery, wa sbacribe to feading indusry smoce-
ot snd acn-governmantal orgenisations that earich
netional policy debale and address national goalt. Cur
omeunity investnent s In South Afic Botrwane and
Mamia are acimirestered by represercmove cormitices with

of Caps Town, anel crgping apport. bor the et Educaion
Trust. in all the Do Bowrs Fund wat theran: raparsbis for
R 4.4 milion of o) investmant.

Education the main focus

Tha D Saary Fund strives to be 2 respansive donor,
providing sumport for projects big and small These: reflect
priority needs and challenges of communities. thae have
thrrmcives Tl up S cause of their own deveiopment Fuly
two-thinds of the Fundh grinfs Jupport achiceianel inatives.
Bch 5 training and squinment for FEsroons pre-schoalk

a—
taiching. ddult basic mucation, inovative academic
i jacts oy u

Research projects help communities

W heve 100 heiped many comsmunity projects. Thay
inchude: the inttation of 2 pilot maniculiure project. al Kisinoes
' Nwagualend, 30 the mpol 0 local rateman of naturd
tember harvastad i1 aress v b affoched by mining actiities &t
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The Oaks We 1pport & wde variety of widile: research
progcs on mubjects Maging from dragon fes and shygharts
0 plarkion and dolpting.

Many other areas supported

The De Boos fund siet projects thet bring care and
rulef 12 P sidiry the voy pourg, the deabied and the B
where mairmtresm social xahicics b wct sadable. Money
2005 Into ekt 3¢ dhverse 13 pracical sdls training, sral
basiness sppart, job crestion, e, drama and cullure, This
aupport pes all nine provinoe, Akhough ¥m Fund ha a
pecial indtront it projects in communithes and disericts cosely
amocisted with ity apersora.

B

De Beers executives play their part

Ther Fund's work is actively comeryricated 0 ampioees
ard the wider pubic. Compary emcaives offcoed = &
amber o rctions dring the yaer inchuing the prize-giving
1 the De Boars Netiorai*Schaal’ Englsh Otympiad, the
completion of new fclisies at e PEPPS Hodieji Primary
School (Northem Provinca), the maugurtion of the new
mada carra at Tygeridocd Schotd (North West) and the
opering of tm Bambanard community park in Galeshawe
(Norther Cape).

P3 million committed through
the Debswana Donations Fund
mainly to disabled pecple,
community projects and
environmental initiatives

Pl million
for the disabled
A third of the 10t funds committd, went 10 varieus
oantres for the dsibied and the dssdvirtaged in virisus
parts of Bartwwarns. Thesn incht Lugvai Hostel for the Bind
in francistwn and Ramoeswa Cantra for W Bind, wivre
Squpment was purchesed to trandae Mersture o Brdle
and to <apy Brible publications. Outresch programmas
raceved muahaptad Soport Thas donstions ars in ine
with cur chjective of ImOrmving the Pues 1ot cnly of oo
ampkovess, bt of the people of Botswans generally.

On centres

continued

Pl million spent on community
projects

Pl mifon want to community projects sch iy the
Young Whenen's Clwistian Amociztion in Heun and Bana
ba Matal Schoal in Shekawe to teacts sidlis w0 chiliren
i It A0, Bitcn able B0 procmed with shelr mudes for 3
wirialy of mesors. Othar comrnity projects wh
1999 ware Kposi Rathosng Il Museum in Kanya, Sups
Neweo M E Fuseun in
Malepolole lor culural and tradicrnal developmant Tha Kgos

in 2 spacyl cemetery which doubles 13 as informatian
rmcurta on the histery of thit region.

Support for environmental projects

Environmastalionsanvation projocts received P65 5 000,
with, the major bensiicaries Seing the Fish Paraitr Ressarch
Project in e Okirvangs Defa, the Kalshen Corsanaman
Socisty Education Prograrvime and the Dikrsto Hils tonser-
vation projact nesr Paligym This Letior project b 2 osturd
womant 4nd iy hedp culturl touriem in this aea Owher
benadciarios ncude tha Forsery Amacistion of Botswans,
which has a major tree plnting project throughout the
<oy and the Betrwana Society, which bas putldishad 1
book funded by Debusans on the years lesding up to
Botwana'y indeparndence.

Standing aanual grants increased

in 1999, we increasad the number of inmitutions
that are parsteed wynasl francial support fom =ven 0
24, repreventing sbout 33 par certt of the total grant. Fitser
of thess imstitutiord arx cantres for the deacvarsaged and
the tissbied. These asmual grants are monitored Ciosaly
and reciparts must be able 10 jify recaking tem sach
your

New home for Aids orphans

Wa contirue to apecate hospitals and cinis at our
mines that banedt the commurities around them. jeanerg
mine dontied an undenaiised singls-quarters and mesing
facility to the nation to be used m a homa for children.
induding Alds orphanc. The fackity wat named sier M
Universe (999, Botswana’s Ms Mpuie Kwalagolse, wha
dedicaind her rign io the problams of HIV/AKE and to
hdriren.
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Namdeb sponsors a wide range
of projects, from education
sports to job creation

tfforts channelled through
Namdeb Social Fund

Mamcich's. comemitment o Namibia goes far beyond
cparating w0 sdiferistcring a0 eSician mining operation and
e fourishing town of Oranyemund. The comgarny has been
invoived i socil inesbrent and cortetwnity devekpment
sca the eary days thvough the Narvdeh Socl Fund.

N31.2 million donated to 53 projects

Ouring the year, ovar N§ 1.2 mifion was donated o some
53 crastive and motivasd projects in sdurstion, walfure, the

i and ity Divensity of
doraiond i 4 delberae pokcy of the Fund, In recogion of
the many devalepmenaal challanges facing Nemiba.

%% to health and welfare

Vi, 22 gl ) el oS rRCEVEd 34 o Cnt
of the N2 milkon, which ncluded & aubeantial contribion
of N§100 00C towsrds the corplebon of the indina Gandhy
Maternity elinic in rural north-wasten Namibla, seme
100 Kiernatres. from Oshalatl The Aids Cere Trust, e cnly
Koo institution offering home-besed e 10 poras with
the clamase, recesad NESO 000

20% 1o education

Ourirg 1999, 12 ochutamiorl proghcts mcsved 20 par cant
of W txal donatiore budget NSAS 000 wart: 1o the Cantre
for Univarsy Sasies in Namiba %0 prepare. 10 studenta for
Unarsity entrancs in 2000, Second-hand computers vaiued 2t
N350 000 were gonated to varous schools in southem,
Nambia 22 part. of wn informaiion tachnology ansidwmunt
Programime ofiored by Namdel % schools from tme o tne.
Tha Winchoak Toathers. Rascurce Canere recsived NI 2 600
0 upgrade ity computer network, The Linkarsly of Mamksia.
Lirry receivad NSI0 000 i0 purdhese manuss on wiilig
sucemsstl husingts plins for smell and medim-tzed
L Y

J

cantlnued

Eight new bursaries

The company continuad to provide bursarias and
ranewed annual Linding ko sldents envolled Bt tachnikons
and unharities in sauthern Africa. During 1999, eight

200

avorage ot of NS36 000 per suadant. it wtal, X0 shudants are
Gl on W Namdet Bursary Schame, whis 167 hase
bansfited irom the acheme since |979. During (999, Namdeb
ematisrnd 1 Academic Amismnce Grant Schamw, Tvough
which merfionous students wifl bo awgrded Financial
amstarcs towards cbizining a tartery educstion W hie
identied 35 students who wil e ofarsd grents worth 3 wel
of N$1 %0 000 o the academic year 2900

Supporting arts, culture, education
and the eradication of polio

In 1999 [ Bamrs e $38 millon o w inasmem
projecs s
In Russia these donationy ranged Fom $750 000 for a-
chidrans. charity {called chidran of Sakdm-Asia) b the Aapubic
of Sakha (Yahut). & wbstantisl stxneahip of the Moscow
Symghaty nd the Kremlin Chamber Orchastras. Ths dual
‘amphash on the haskh, ad.cation s wellwre of ke e
support for arts and adure wis chowd in # tha aapwies in
which we opirsic. In Swltaariand — the head ofic of DBCAG
— and tha Usited Kingdom tha main emphasis was on
echucation, ari and rulure in ndia the kaout wes on the care of
thikdrans anet in Ango, Da )
varisty of sthxcation and wekare projects including 1t long:
stancing and substrtial apport for 2 pasdicsic hapial near
Liands.

The centrepiare of Du Beert' socal investrant. pro-
enme outide Scuth Adica, howeves, was e Iunch of »
(WHO) nd it campaign © rid the works o the wourge of
poliamysitie by tha end of 2000 — & Grmpiign which the
Cirmctor General of the WHO, Dr Gro Brundhtiand, has
deacribed 4 oreh Of the brgmst and most sucrassld public
heatth intiasives. of the 20t cantury The fnal sucoes of this
pavel Polo Erncheation iniative whl depend o matainad
InocLiation Cempeigns in <ou'trie B Acgols whars war and
ot dispitery hawe: alkowecd the vina %0 flourish. Ay the
invitation of the WHO. De Beers became the first
commardsl rgany to enker inta 2 partnefthip with +
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UN Agency, dongaing $2.7 milion over twe yamrs 15 nocukae:
1,7 mHlion Angolan children against the diseasa. The

of thi decision wes arpiy. L
the first four morihe oF 1999 wian Angols exparienond o of
yoars & carsd rawrly & WU WOITE ) & GO Sreidy
raaged by corlict in ackiion ¥ ias constion. De Baers userd
& workbwide miring nd publc retations resouroes end
wxpartsn m raise the proies of the WHO campaign Gne of
e niilivan was 1 ivile: T Atnowhvid ghotographer and
St gl il Lo Sncdon, 10 Agels 0 racont e
affacts of thy epidemic. Lord Snowdon's pictures have
aibesquertly been dibied in many diisrent couriries and
the WHODs Bewrd Sl Wiihip has boes deacrat by the
WH® 23 2 model for othar privats sector companies
0 lolow. '

Waeolth and job creation initiatives
SOUTH AFRICA N
We help emerging businesses
10 get going as competitive
suppliers of goods and
services to De Beers
A winning situation

A our Soutih AJCIN Mining OOepSons Hie: st Kl
business. develapment. progrummes. These commartially
v Couth trough W gremma afficancy fesdbilty wh focus
o smal businesses whils smerging Ertesprises njoy & eady
sremm of work coupled with the expert sdvice of key
inchaduals at the cilforert oparstions.

Enterprises receive R27 million of
De Beers business

Our aperstions in South Africa purchased goods and
varvices worth R27 milih from black-cuwsd svall and
mdum emarprives during 999, Masy of them se Iy
ramcia aress whare the mines e sllusled. In johannesburg
) Conpt T, ot Moinay’ pLIChsing upots. activedy idenalfy
s, black-cwned businesses from which they @n purchae
Procixts and sriom.

continued

Kimberley Business Centre launches
12 businesses

The Ximberley Business Service Centra staried hs
activities in 1558 and was oficelly opened in Nowarmber
1997 by Nidyy Opperheimar and Northern Cape Pramier
Manne Dipica. Since incaption, it han haiped %o tsunch
12 tnmitvants employing 230 peaple. mainy in the corsirnc-
tion industry The vencdarky advice [rogranene it the dintre
has successfully placed more than A7 milion worth of

ekt et .

Peo Holdings — over 200 jobs

Feo Holdings, ¥ compeny linded by Dcbewans and
D Sewrs o crosts commarcialy vistle brsimmsel Srough
srall, medivm and o eraerprisa activties, continued W
make Mroads and creats Jobe Ped had invested ower
P29 milon at the end of 1999 with a further P12 milon
approved but cot yet drawn down. This has retutad in 14
busnenis bang esablaed emplopg 217 pecple. Pec has.
v wtrced I role 1 Nk ating M 4 Wcltalor in satiing
up g wrdarprions.

Masedi ~ a growing initiative

Mazed, tha Debswane nituidiary eqtabiished % fwm
3 000 hactares of fevikand in #he Northern Botsears ilsge
of Panvinmasargn s entared ¥ second ysw of opsrasion.
The project.which aims 10 i & & caliyal in cresting 2 viskle
agro-ndusry and cliizen smalacale farming in the arm,
ergaged 30 pertranent stafl ot year end and provided
wark for 250 tamporary staff during the pesk harvegting
SEROn. )

NS$120 000 rowards job creation

Hamades ¥ in the proces of establishing an acihe, com-
rrarCilly (rvesn, sl b inaes deerpment programme. The
corrpany albo supperts projects aimed x job crestin snd
wifhalp. aspecisly among pOOr (DMiTLniGEE. Grarts worth
N1 20 000 wire given to verious groups and indvicusls
uring 1999,
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Anglo American plc formed
and listed in London

Acquisition of strategic
stake in AVMIN “E

Diamond trading companies
become wholly-owned
subsidiaries

D, d1

Further changes in group
structure

Followng the acqusition in |98 o wteresty in oirtain
diamond trading companies from Anglo American
Corporation of $outh Africa Limitad {AAC) and Anglo
with its strategy of Evesting in its cor dmond business The
Srancng of acuisifions hes bean sourced fram shane isues,
cath genersied fom cperations aad te i of Aon-ore.
nutv-clapan et

Remaining minority interests acquired

With effact from ¢ July 1799, DBCH acquired the mmen-
ing, minority isterests in the danond Yrading compenks In
return for the ise of 13 993 964 Die Bers lnked units gnd
REO) oy s e, DBCM,in turn, disposedl of il imtenests in
the ofishore diswond trading companiad to DVCAG in
wchenge for the Eue by thet grap of 179 761 Camtenary
nits, squivalet 1 17 976 100 depositary receiphs.

The ret rexk o the above s et DXCMY holding n the
DBCAG group cressad to 11,3 par cent, and tha clamong
trading companisd bacxme wholly-owned subticiaries. of
De Beers.

Acquisition of stake in AVMIN and
subsequently the Saturn partnership

In May 1999, DBCH acrpived, as & biock trade through
hm-!ljwnmhk_‘oﬂmw

(AVMIN) at a price of RIS.00 per shany &r prosmately
R745 miflion in cash with 3 view to quantually koquiring
ool of ihe Saian Parership {Satum). complementng
the edsting owrirsh of the Veneds rine: Schum is ersitied
0 50 per cant of the pre-ax profs of tha Vansta wine
Wrivigh & topalty prymant made by DBCH every six manths.
Following this acquisition, in February 2000, DBCM
announced thet agreement had been redhed with AVIFRN,
subjact 1 caraay condRion, t acquire AVMINY §7.5 per
<ot Interest I Sstun for AL7 bllon cath as well 21 AVMINT
20 por ot iyt i Floch Dlamonds (Progrietary) Limited
{which affectivaly equates 10 an sight per eant profit
Participasion in s Frch mine) for R million cath.
DBCH simitancously announces th condtonal pacng
of s holching of 23 378 955 AVMIN ordinary sres at & price
of R4.00 per' share: for REI 22 bllon in total) to porthilo
investons noA reieed B DBCM o the oumant controling
sharshcldars of AVMBNL
The: sucoessiul dostire of th dbowe trinsacions s subject
10 the allowing massrisl sapersive Gondiions
+ tha consent by Inousral and Commercial Holdings
Group Limitad (ICH) required in tarmes of tha Satum
L
+ 1pprovl by the boad of drectors of AVMIN
* aoproval by the sharsholders of AVIMIN
* uncondional iprovil by the Competiiion Commistion
and mpproval of the tranecion and AVIIN sharsholdes
documentaon by the Joharnesburg S¥ Bxhings and
Sacuritins Regdstion Pasel
Asuming thet the AYMIN transaction bacomas. yncon-
@donal the Enancial eliects of the wenmction por inked unit
for the year andad 31 Dacamber 1999 sk 4s Glows.

Balore the Al the:

tmecion  warmsction L
For nkad unk S cants SA cants dacranse
Hoadirt cwrrings 1 291 | 2 33
Nt 3t vaiug Bon P14 Gl

Ry

i Thapro forma Knanci sacts of tha transaction an the
oot aivvings per Enbed urit and the net mset valus
par ke Lnit av® biesadt o D Buars” combined annwal
fnancial etatemnty for the yeur anded 31 December
1999,

'f'miﬂr‘im

T,

3

investments

2 Assumas tat the effective date of the traasaction
was | January 1999, that the scqulsition Ot wal
made hnd the placing procesds were received on
| jnusry 1999 and that based on average 1999 cash
bilnces, verage annualizad short-trm borrouings of
K20 hilion at imerest retes pertsining w DBCH 1799
short4erm credic faclitied wire used to fund the
wranamon.

3. Assumen thit the brarmaciion ok place on 3| December
9,

DBCM has alsa made wn offer 1o ICH to ixuve it
125 per cant inferest in Smirn ot @ equialent price to
that piyabde for AVMENS 87,5 par cert it

Nor-Diamond Investments

$81 million surplus on disposal of
non-core, non-diamond interests

D Beers snnounces in 1999 that arther rassonsisation
ofits non-cane, non-<amand partiol wi being conwdered
Ouring 1999, we dpossd of 4 rumber of our hakdngs in
these non-core, non-diamond amets, ralsing 4 saphss of
SE1 nllin, AT e e of this repart, DBCM comimued 10
held, among others, 1 stake in AngloGald Limitad and
Frstfand Limed. Detaly of DBCM' and DBCAGT fsted

continued

invesimerss 3t 3 Decomber 1958 and 1999 are set ot on
pages 98 aned 127 raspectivey

Total value of these investments up
14 per cent 1o $10 128 million

At 31 Decermbar 1999, De Brery' non-digmond
Ivmunents and loans, inchaing it e of retained sarmingt
of nmoclatiae, had & carrying valus of 94 497 milon. compred
Wity 54 336 millon W1 1998, At market value Tor lsted
investrments, and dinecien’ vebustions for uriiskad invkant;
and loans, these investments and logns were warth
$40 129 milion (P4 T34 wlllon) or 125 per cort above: e
carrying value. Total income from these ivestments
armcuntad t $146 millon (1229 mikon),

Anglo American plc (AA plc)

Di of common interests
boosts holding in Anglo

s reporied L yuss with wiect from | ey 1993,
D Boary’ hotdings in 1 numbser of listsd and unlistad
congenis W join vermures in which De Beers and Anglo

for the utimeke isus 1 DOCM 1ad DBCAS of 15 993 515
ad | §35 316 shares in A pic respocivale

et T 2

e

my=r

£
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CBCHM's shareholding in AAC was further incressed in
Fabruary 1999 by 10 B42 524 new AAC shares iollowing
an offer by AAC for the minority shartholdings in Angle
American Industsl Corporasion Lirived (Affic) of the bess
of 55 new AAC shares for avery 100 Amic shares hald
DBCM held 15 713 680 shares In AMK on the opérative
datm.

35,4 per cent holding in recently
formed AA plc

in May 1999, the combination of tha respective
businenies of AAL il MNoco Sackes Anonetm (Minoro)
o egablish AA pic was concluded. Tha combingtion wes
schieved by smuitaneous share exchangs offors to wdstng
shareholders 1 AAC and Miwrca The offer swchad cne
new AA pl share K wvery one AAC shive hald and cne
e AA pl share for every o Minoeo thares held with
G atternative: of $16 per Minormn share.

continued

Foliowing AR pie's farmation, DBCM and DBCAG
received (17 D86 985 snd 27 196 910 AA. plc shires
respectively — 3 combined holdng of 144 263 905 AA. pk
shares or 35:4 per cant of that company.

De sars cocakders #1 hokfing b AR pic 1o ba & cere
i

A pc is one of the word: lsrgest mining and matral
reacuTE Coonglinil. I & cusnber of the operations of its
sbsidiaries and wsrodiates it is & world leader in e of
Frarkt share and low cos of production.

A gk joinad the FTSE 100 Indeo In june 1999,

World-wide operations

Headquartered In London, A pic’s operytions and projects
are geographically diverse, with principal oparations in South
Alffca, cAhar coustries by sculhern Akrica (prindpally Botavers,
Nartibia and Zimbabwe), Brazil Chile, Argereina. Calomba,
North America, the Unitasd Kingdarn, Austria and Gesrramg

Summorised extracts from AA pic’s Interim report for the six months

to 30 june 1999:
PRONT AND OGS ACCOUNTY 5in mroutin ended Yoor ented
USS mibisns 30 oy 1972 31 Dacamier 1198
[
Prok for e pariod &0 1376
Prokt bakorw ecaptional R 514 117
por sharw —
~ proik for the peried . o
~ prolt bafors et ey L35 54
Dbsidards per thare - Gmis 41 04
BALAMGCE SHIRT W Juma 1997 21 Dacadabar 1998
L) migns iu flrmms
Touf ihirahakdarf fundh 15 534 346
Fowd ey LR aTy
Net curpnt smats 4430 41
Long tarm Intilties @y
Froniacrs 628 059
Fopity emincrity irsarest Gomy Q1%
15 54 14 M3
D Baery’ irvasrrart. in AA, pl
USS miliem 31 Decusbar 1999 3 Dumrkar- 1998
v forra
Carrping wike of imsntawrt. LE=) EET]
vy - rars
Currom year 84 253
Cumulsive 1085 277
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directors'.responsibility in relation to

ﬂn-un ciai statemanis

The

by e Corryurias A
ummbwdmmmﬁvmh
mdlﬁhdhcnmﬂhm.-h-‘i
hwmudhmbhﬂmh
condornity with gEverally acapited scrousting practios s
wiﬂhbhhﬁﬁwwﬁ‘h‘lnmm
Ratamerty M the resporsitlity of the directors, and it is the

R

7 March 20

»b

certificate by the company secretary

Y of the indep Wi 1o review wid
report on the fandal sabWets in conformity with goneraly
aconpid audting andards.

Tt avusl francial staterments which 1pper on pages
720 100 hw been approved by the bowd of diedion and
we sgned on s bebalf by

o

aHRauN

7 Mg 00

Iﬁnnmdhwmmﬂhﬁ
demﬁ'h"-ﬁ!lmlﬂ’.
the Cmmhmvﬂlhwfmd

:mu—lmdup&mnﬁu

rwsm

[ 7 Harcn 200

report.of the Independant suditors

Yo the wambiry of
Da Sowy Comsolidoing Nunes Linsiogd

We have audited the anounl finncial statements. and
oup snoual fencl statamrnts set ot on pages 73t (00
These Srancial stataments are the respossiblity of the
company't ditwCtors. Ovur-respanebity s to oprem o
opinion on these francal stakements based on cur st

Scope .

W conductad our aud in, acrordancs with. atemants
dmmwmmmm
that we plan v perform-the audit 1 abtain remorabie
mmhﬁ-ﬂmnhuw
Mot An st inchades

waminkg on & test basis, svidence supporting the

amouts shd diecosures in the #incl sxtements
- -ﬁ.ﬁmm«mmw
estimphes made by eranageenant, and
mnmwwm

DE BEERS CONSOLIDATED MINES LIMITED

ouUr ppinn.

o opinion, the irancial sserarts iy prasert. v ol
muerial. respucts, e linancial poation of the compary s
rowp &t 31 Dacembar 1999 and the meaultc of their
operations and cuh Sows for the yaar then ended i
m::’v::-::ﬁuwmm'rnht
Sppsgetia Ml'vwnv-umuﬂ-d
by the Comperias Ad,

(Qoa & bia,

Dioloitsa Pys Goldby
Agaterad Moo et bacliers
[ ]
Jobmrvatury 7 Mirch 2000

W bt cur i prvide.a reable Wl

)

‘dcrwarlon‘-

statutory report of

he direcrrs hve: plassure i submitiing their repart on. the
acitis of Y Cormpary mnd of thy groug for s yeur arcied
31 Deoarber 1999, the grop
avd tha companies In which it holds invesiments ane st ot
in the Raview of Oparations and the section ertithed
Investreents begining on pages 15 and &7 raspectily

Aco bility and contred

- Controls are monitored
‘theoughout company and group

Tum_&mnmﬁurr-;umﬁhus
ey of imamal

conkral desigoed béth to-provide reasonable assurnck
wnmdmambmuhd
whith

inchae

theproper i iy clefnerd
jort o Lt

Particuars reluieg 10 the group's intermal cantrobs and
ik approach, embracing the role and Rncton of the Audt

. Committee, are st out-in te Stasament of Corporate

Wh-pw‘mw"lm-ﬂmmll
ion of the goups pofices Ind
mmm of the uhdeciifig fystems and

Operating risk is mintmised

"The ‘omyof risk raragament i on identifying amesing,
wranagrg anct monkorng 3 komwn forme of rik acrom the
o Whik operating-thk st be iy elimineced, the

o

infrustruciure, controls, systems and ethics it
throughaut but siso that such sylams e manged
‘wailhs predesermined procedures and consly st

Key controls are adequate

thndh:ﬁh\hdmnm
ton g

the residty of their st that. the lery inesimal conivck s
o, 30 that the: records ey be resmnebly refled on for-
Preparry the el report. 1 sharsholders and for risin-
ining. scountabibty for assets ind atrlies, The direcion
wlevs that scirts are sk guarded and used: a8 intended with

the diractors

Financial statements fairly present
financial position

Mdnwmwmm&h

hmu-—u:hnrwﬂ ez they Gortinue I

g the st
statemants. The Independent auditars corcu with the
opirions of tha dineciors as stabid abowe.

7Codeof:oapomupmcﬂcet
and condh

Auditors agree that the Company
adb:tur:e this code

_ in Novamber 1994, the King Commitiee publched i
gowrnance. including the Code

reparting haetions of tha boand of dincions.

The bawd coneiders that g The Yaar under reves:
the Comginy wnd its cperating subeditrics have ahaned 1
tHin tarn of the Code, snd e racarmendutions contained

wunwmmnmm
s corporme governence SrUCRres e se Gt on iges 7B

Dicectorats

e

m“dmm:nhdﬁmn
- 16mnd 17 and the reme
‘the Sacretry is ghn on pge 135,

Mr P-A Samner was appoinied to the board on
19 Novamber 1997 and Mr | P Pudney rtsgned from the
board with st fom the e dese Mr GFHBurne hes
rrigrnd kom the bioard wish affect from B March 2000

in terms of the Company’s articis of assacition,
Irir Scmm- will be ratiing o the larfurming arusl genaral

N e
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Statutory report of

More deferred shares to be made
available for the scheme

rﬁwmemdhqiuﬂmdt-!d-mnﬂh

m’mmullmmmmwﬂd

L Interve
of tha ruts of Tw Schvive, the aggreigeis rumberof shares
wihich ey it ary e time: ba the uiject of the Schome shil
Wit vendt three por cant of the 1otal rhar of defared
tharm Ih omam from time ko dme

Ammﬂﬂ-bﬁpww-hn'

&!h?lﬂ:dmﬂpﬂmmn
e 101

Debentures itsued under scheme

As & It Cacembar 1999, participarts I the Schama
hese aciapied » ot of 4 414 700 fully pakd akcematicaly
Corwin'tibie Unsecursd ciabereuras-af vl g varying brtesen
RIZ340 wnd RISI00 par debergury, detally of which are

contsiogd in Note 16 4 the frandal statements. The Ineres .

on these detienturys |5 piitie monthly In s & the
official rme of intarest par th sivarth ichedula 16 the
Incomm Tio Act”

At 3 Dcember- 1999 tha Comgany's loan to the
Du Beers Incantive Trust emoumad 10 R623 milion. This
WTIOUTE, § sho under Invesiment loans,

Major shareholders
Holdings of 5 per cent or more

the direcior:

continux
48 PER CENT CUMULATIVE
REPERENCE SHAMS
N Parcantsge
Guardun National Inswranca
Compary Liriees 113500 42
Goudatad Nominees:
(Propriviary) Uritad 80 04 [IN]
ABSA Nominass
{Proprivtan) Limad 6308 -
27k GINT COMULATIVG SEOOND
. PREFERDNGE BUANPS
Nurher  Parctngs -
Madoor Bk Nowminess.
Lirobed mm t
Firat Nstional Norninass Te
{Proprietary) Limiaed Degpy ”%
{Propristay) Limied' (L1} ] 52

According 1o, informision aetabia % e recwrs
Diarnand

diarred
Mnhuﬂmducmwvmnmu
frouranea Campany is the <oy
Hﬁhp—-mumdﬁﬂopmm

tnsurznce Company of S.A- Limited and Hollandia
Ransurance Company Limitad banaficialy howd 255 85
(B9 per cort) and 184 297 (6.4 per corm) Npictivly The
olher nomines companies Mmetioned Abow e

of e ly share-
mm w8 hokdeg bye per omt o moflh
shire capitsl of the Cormpany at 31 Decarmbar 1975 ware the:
Tl

LINKED DEFERRID SHARES
Nuwber  Fercecags
Argo Amarican plc
{and ka wbsichirien) 128 446 923 na
Stvdarsd Bark Nominses
(Transwal) (Progrietary)
Lirvieed 110708 046 77
Rt National Nominess
(Proprigtary) Livitsd M 46047 ]
Debitucans Dlamons
Comgpany {Propristary)
20000000 50

D2 REZRS CONSOLIDATED MINES LIMITED

h in the Cormpany, but hoid the ahanes an bahedl
of other barlial owners, none of whor individually own
rore than b per cunt.

Sharsholder spread
Public and non-
non-public

According to tha recoreds of the Company at
11 Decamber 1999 and Information avaifabla'to the

ahar ressorbls: ercury e folowing & an ansss
of the parowsages of Iatad sianis of the Compary thet w1
hakd berwliciaby, drectly or indirecty by the public and Fon-
e shareholders, a defired by the johannesburg Suack
Schange:

w e Al

R

statutory report of

the directcr§
continue

FROLUITIONS 5
Na special resclutions. of 2 material neture, fequng
dsciosurt in terme of the Listings Requiroments of the

UNID DIFERAED SHARES
Nurber
ofhoidws  Pcantage
Nonpublic dharaholders
Divacions of tha Corpary <al
Assaclins of deectrrs
of tha Compary 4 7
Schame
v Partion Fund 2 oz
Dabwan Dismend
{roprietary) Lnimd | 1 50
ArgoAvetican gkt
(and N sudmilinries) - 4 22
16528 599

Johrrasburg Stcck Exideange were pausad by sbeidares of
tha Company during the perod under review.

Associated companiet

Detats of associated companius of the group al
31 Decamber 1999 appear on page 100

Year 2000 compliance

To preprs for the impact 1hat the new millennlum might
have had on the opersions ‘of the Company 2 Year 2000
cosmplancy programeme v inkished Ih 1977 @ Aczasily
completndt in 1977, Detalt of tha rogrimme ane st out in
the review af the cortined nancial results on poge 7.

Articles of chath

Proposat 1o adopt a revised set
of articles .

The Company’s et articdas of asociation dets bmck.
10 Cortpar In 1BBILARNOLE
mmmnmmmmmp—w
#o ot conlonm 1 modem business practice. Thy ko
raquina further amendment 16 ceier forrecet chinges tn the:
South Adricin Companles Act, for wxampla, which naw
providet for Gorpanies 1 st their oen shares and the
Wdl‘n cartifcatas 10 cater for the

Beiange of STRATE,

Furthey acquisitions and disposals

During the year undar revew frthar changes in the

mmmmm‘:iunlnl”h

Limfad, and other mirerity sharsholdw't. Ak &
oninquance, thes deohond Tadng hma now
baome kaiciirion. AL thir 33 tme the

diamond trading companias o the DBCAG group in
mbmwwmmh
o 109 par et

113 par cut.

Dataits of #hass Transictions are givan in the soction
ortithed Invpstraents Commancing ot pugs 67, whis dutalls of
Miger agblidiary companies in whidh ¥et Cermpany e
ciract or indinact Interwst arw given on pege 7.

- ﬂ::ml-comﬁnﬁcwh
p—.dhmmmww:ﬁ

::ﬁmdiﬁ-‘uﬁmnmh—'-pmﬂs
and cormply with oven laghlation and stock exhange

Cogias of the pressnt srticles e the proposed new
rasmorandum and articis of BoCcENON fwhich hawe been
approved by tha johantwtarg Stock Batengs). mey ba
inspected st the Registersd and London officas of the
Lomeiny i welit 45 tha olices of tha Company’s South
Adricgn wanslar ssrecarn o Unied Kingsom regisirar. & sy
time curing norml butinam hours on any dey ol than
Sehurclaye, Sunciays sl pubs holdeys, from the e of e
of this anvaal report e and inchaitg 23 May 2000

A special remk &G SRproving 3. new memorandurn. and
artiches of mmocatcn appears a itam No 62 in the notice of
arvwsl ganersl mesting bagrving cn page 101.

7 March 2000
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statement of :

corporate governance

—Ig.givi?.igsi!

%%Eﬁ!?ﬂﬁ.g

activities. Tha board com v._l.rqsunuaio.&g ’

%A%?gnﬂﬁnﬁ_ nisn
the Company’s best ntenests that executive director,

MNF Ovvggi.wn%lig.? besard,

The Comimittee meets 2t least thres fimes 3 year to
gnlgﬁni-g}gﬂg

u?l!e?giﬁig?ganas. ¢
i Indeparcient sutors The head of el ucitand the 1

i
qi:l.&.anq?.einnaagiﬁ_siil )

3&3 f nanexcutive drectors., are L )

Monitors the Company's SEmElEn :

The SHE Committee monitors md reviews the

9353?3 health and environmental policies, .

u![-_ ignvﬁiliﬁig

AUDIT COMMITTEE

Oversees internal controls

The Company's intermal audi Ranciion, estabighed. by the
board, Indepandently appraises the Company’s witernal

ontyols and reparts its fncings to the Aucit Comrnittes. The r

plrs i detarriend vl bamed on the refative degrae of
inharest risk of esch funcion.

DE DEERS CONSOLIDATED MINES LIMITED

Srkiards and relevnt focel
_!..-_!n«._ls..i!...naiﬁ_:llﬂ .
The grraup s 20 corduct s busress with dus regard
for soctal, o The

Toalth 1l svdety of the group's emydopees arxd the welkbeing

a-s.nﬁgigugii!asﬂgﬂ.
na gigsmﬂl .

d_ o Compuny's ml :a-_._ Tel. -clneiﬂ- E
._-rlll?

policy the grouwp & asfi

_.E..S .a_v!w iﬁsnpuﬂ:vﬂ.ﬁ.f and
wffeciive

*iai-iiusn}an forwrd pharirg,
efciancy and whe: roeoswre ulifion.

These rmatiers ars also addressed in the Review
Oparations on pages 49 10 53

The SHE Commitse presenty comprises L A Lincol
(Ghalttran), Or | W Campbell & M Crawiond and Sir Chips
Keswick vith R\ ety 5 sacratary.
AEMUNERATION COMMITTEE
Approves executive pay

The Rerruneration Comrittes comprisas 3 mayarity of
non-sacutive directory, induding ity . R approves
remunarszion for the sttutive diecton o snwre that
rewmrh i incentives are finked to both individialand
Froup pertorminee, .

direction of te grou the s and sxperience sprropriste %

statement of

m corporate macmwnnamm

™
uH,.

. e e 25 wrajor ivternmtorial busrass They are, accordingle
‘i renureried on. terme commereurats with mrariat rites et
Y relect auh respontaitties. Bexitive directon recsfve salaies

g -gggng, -md bonafits that refloct
h thair management respona’bliities wd appspriste
b . eperienon s thet rewand indhichal parformance, Saleies
7 !g&iv\.&nlﬂr._}! and the

- !T!blgian.lu in #uincantiee pln Irisd 1o
e o Lo

ogri
" comtrbtions of senior stalT 1o the growth I ?i__.nnn

. Compeys equity.

2 Each of the exaqutive and non-maxutive directors
y urrentiy reccive direciors’ fees wt the rate of R3) 000 per G

" wtmas The Gt racaives wn ackitional-am of 30 000
per-armum and Deputy Oharman, R20 000 per anmum.
" Notemetive directors who yerve.on the Audk SHE

w_. Chips Keswick (Chairmaa), N F Oppanheirser and
1 Oghve Thormpaon.

Sharsdealing by directors

and direcion may. rot CoMMUNCINE with the [wastrrent
gulssigﬁﬂl!&
=.Eu=£_x _a!ﬁ.bwn!:ﬂ.!un termms of stock

xharge vy

Empioymentequity =

Ds Boer is commitiad to craating & warkplics i whidh
indriduls of ablity and application can debelep reeardig
od

owrmen by senior management, and-i at the core of i
improve .
Whers aquty i i
ith emplaye ive bodies.
An Iction
st botween the Compary and tha Nationsl Union of
Miowworkers. Employment equity is alio addressed
Rar s of Operations o page

in [ with recommmndations contained in the KGng
. Repart, the Company applies ‘clost periods’ before the

g!?i?@iiitg
the aeerclse of options under the Incortie Schema) in
Da Betrs Frbeee ik, The ‘dhonn perioc” aproled fokow the

¢ EA?EEQ&-E&IG soites

.r B!l«! !ii:ﬁﬁvo«i?d&»atcsk
giﬂl_ﬁgm&ifg bythe
a

E?EEE?EE
T il-ggﬂ.n_rigesﬁig-
tabied at the following mawting of diriectors
..
» Prica ithum Ind:

.. Rurther saﬁnru.s. .iEvan_!wua&?
" nﬂ.ﬁiﬂ.&ﬂa ﬂa...‘ﬂa.naiﬁ

H..,
4

i

with 2 Esgiglg!n
affactive reschution.

Code of ethics

The goup is comvritted to a poliy of &ir deaing and
imeggity in the conduat of its business. Thir commitment &
baiid o0 U balief thie busingss shoukd be oonducted
herestiy faly and lagaly To this en, the Comgany's Cace of
Business Conduct and Ethics raquinet ¢mployess throughout
the group o maintaln uﬁ?!inﬂlh_ﬂiln.



accounting goficle:

Ihmmnmmhmm

basks, and incorporate the following prindpal accounting
policies. Thase pobcies are comistent with those of the
provious yaar

Boub of conseldutian
The group francl sialerants incorporats the fnandal
Eirents of Y Company and.al i sutmideries The grap
Incoreh sthisnent: induries sevks of subsidiiies from tair
aliactive dutas of moguisision: A ot intar company
transactions and balances-hava boon oliminated. The
ﬂwﬂhwﬂldwm_sn
over the cout of the shares, lnss.amcunts weiten
off I8 included in the capital reservs. Whers there is
a0 #eems of the cost of sheres in subsidaries ovar the
myipgable vilue of net asmsty &t acquisition, this Sxen k
mmmmmmw
i

The retained earnings and reservac of cartain

smocated comparses might, on ditrioution af divdends, .

be sebject tn Sacondary Tax on Companies. No provisan
s bean maca thereior.

Fersign asvency trandations

Arveunts i lorsign cTancis ar converied at the ram
ruling at the balinee sheet dete, Hedging costs ire cued In
e coat of the reled irarmactions. The rasutts. and cpersting
et Sows-of forsign subwidlaries are convartes! ot the
Sverage retss ruing during the yeic

Exchange diffsrtncas e Inchoded in the income
Fomd asets and

Mg ety 41 n‘lﬂg-‘p nd in order 10
eragnise this tha poboy i

ammmmm-m
ight e subject 1o whhholding s avd Secondary Tac on
Compunies. Ne provision has bean e thareic

Arioeizted eemperion
The grovp's intsrast in Sssocisted corpanies, being
campenies in which an interest of bytwean 20 and 50 par
cont of the voting capital i hedd 3 2 long-term holding or in
Mhm!ﬂwﬂndmﬁdlmum
‘whith ignificant infuence s emercised over tha nancish
wnd operuiing policy decisions of tha compamy, is, with
the sunglion of interests i mining compeniss. thet adopt
the spproprision malhod -of anoounting, accountsd for 25
olows
The net income is included i the consaidated
nébme: suement slher by way of invesiment income in
Tt damand aceount in the cade of trade investmants, or
i ivestment incoma In the case of othr investmenty,
m:nm&h-druudmmu

o e protie wiia the Belbwa of .
mews enoungs. eguil % opandine on uidh et

hrhuimd-ﬂﬁb'lmwﬂ.m .

wiwing capacity Prefiy 1 appropeated

. m ot llm-feu available far distribution o
shersholders

o darpe ithi, the o
h)‘ri\ﬁlﬁi‘li\nﬂuﬂwlmm‘
amets (nciuding recewals an replcamans) reguired
‘aintien an existng rriving faclty or capaaly
hmd‘hpﬁywm-ﬁmdﬂ.&
mdmmadmdmum
Quié nd other miing jrtaracs iy thowr:

In T cave of mining compenies at et or written down

vkt lam e in the ase o othar cornparies it oot
Land and rwestrent proparties ar reflected at cost

Cuhir' e 2mets sy reflectnd st aost b duprecimon.
Chlodated o the straight-ine basir at varying raes, which wil
recuce carTying values tn estimated racidusl valuas over

Mw-mhh:ﬂdw
WS W Aociated company itiell deals with it
investmertt in this conpary by the eduity method.

The group's share of retaied sarring: of smocased

@ the dates of isition i
Indudad in the rrying vaiua of the ivestments in the
conegliceing balance shart.

To the extant that divderds s received from
semclated companies cut of equity Sccoumied MM,
adpastrvents gre: made in T et yee © the o'
shers of rutined semings of these mmparies and 10 e
arying value of the related inestments.

D2 BZIA CONOXIDATED MINES LIMITED

IPuntyrmnts cther than invesrts  aqulty scoounisd
ammocisted-corrpanies are staerd & OOS WS TGS WD
‘off Prowision i mscle whiri,In the opinion of the directors a
parmanent drikwtion in S value of the Investment has

Newand snacy

Dhernend siocks are vahued st the lower of cost and oet
rwiliiable valum. Cost in-the case: of mining corpanics s the
wverage cost of procuction, using the “lrst n st aut”
mathod i inthe Gaow of osber campanies it i the weighted
g oot

‘accounting policies

ootasials

o terlals M, valaed ummﬂm
m..#-nmqumm

u-rvd""“-
-i’nq-:i-

i R Incored..

wmum—-ww—:

reiping oy for 1 prposse In the yar narred In

ummum&mi
* ﬁmbmmamw:

m

.

banifies
Retirement beaefts are-provided tor sl elighie
opmst through attter defined barDt or defload
“Andks, Contributiong e desnminad by thi

w--ﬂ—imnn-hnln

Passrusiroasant banafits

m,ouppmuum-w:wmm'mwﬁ-
kel 50 banallts. The Jroup recogniens thes

. mmz‘dﬁq&lﬂﬁwﬂm
dummmhm-\md
e Incartv: Schams will not et i & Stion of samings
or Ilaed defarved thare.

BE BEERS CONSOLIDATED MINES LIMITED

L



income statemant: balance sheets

| DRCENIER | 999
COMPANY COMPANY GROUP
R oulflen R millions R miions
Iree o Mot It ) Notas 199 19%
967 Capical employsd:
s an 1267 Share capitlwod pramm | b27 813
1 ™ 14 Nondaviumsble ressrvas I 12 100 16712
1 1912 Disirfoutable riserves L 5505 5024
17 i M 1338
Ouwnide shorahobdars’ intararty
in ndeidiary camp onie: » n
6 lamg- snd mediurs-tarm Uabiiies |6
EF g %5 M n4g
130 709 Nk Mcome sfter iustien B R Ragronsted b
. % Dednt e An. 7 Pedu (PR 190
Share of net incoume piajable % & @ 1956 et s ‘Ham 1o
sibuldiary company XM © 2304 Dimond woda A9 el 2 EL
Net ¥came sttriadable to oulsids B 5% Storm and muterih 1 i’
sharcholders n autailaries am (441) Nt current susen (Rablities) sy 1543
meﬁunl- Curr-lnsn‘
16! Ownsarsingy Detaors ) 706 5
™ Cush 598 5%
Share of retained earnings of Anounts due by subsidary companies
‘amocishad cormpanies
—_ Current |
1365 T] Towl nat sarmings urreet e
m T
1340 Dwends
10%  Credaors
47 Bkbarrowines 1
1152 ’ Amounts dus o subsidary compinits
o
3M5 MeH B4

-] D MiAs CONEQLIDATED MINEY LIMITID L S —————

T

W—

K I

il

¥,



ot Rads e

COMPANY ’ N ; -
- R oalions s
1998 - 1999 " Dlotea' ) 199
Y %0 cmwb,opemm 201 1010 e
© 2 176 intarest raceived o T4 e
98 1729  Dividends recebed iose T 109
2588 2142 20609,
.25)  Dedux - “: Y
e 2334 . Cash geriarstad by opereting sictivides
7. (73 * Property '
36 . b Plant and equipment’ -
10 930 * tvestrents '
- Casvitiised in (darived from) "
122 - 758 Ipvesting aciivicies 506 R
6 Sae capital raied . s
(1057 (1 081)  -Dividends (paid) 203 0 . (L16) . (1076).-
{1 0579) (L075): mwwmm (l~|l;$ . Qqo7¢)”
0 501 lnawulntd . 7 344
" Cash (bank borrowings) at R .
(10) (10 begining of year 04 . 408 148
Cash (bark borrowings) of subsidiary '
. companies acquired during the year 14 @
(10) 491 Cash (bonk basrowings) et énd of yeor 580 430

% DEBEERS CONSOLIDATED MINES LIMITED: "

notes to the

cial swa*emen is

" 31 DECEMBER 1999
COMPANY GROUP
Rmittens R oeiiona
1999 1998 - 1999 1998
. M:mmpﬁummmmimnilwm .
oL 5036 . 3989 Man- 15957
2 !
169 b2
- 54 54
';Wmummhmm — adsidary comparées 799 480
— misodaet] compant 109 1w 109 . 120
L : ~ather s 38 )
“Clarancy exthange gains (osses) 55 m 55 69
. Sy cost recoweries between relacd parties 608
:--mummpm - natural damonds %414 9527
) — indhsstrial dwvision 51
3 ~ other 62
Deprecaton 163 ©9
and research 540 638
Py
‘Ul fvectrnanty 913
5 " -
1041
k] 16
7 i 155
Co 4 13
1 006 5 '
a’ 556 857
1 081 57, 7 tot
104 8 7]
“s5: 136
0 453 200
4 2%
100 88 "3 1e
100 88 nr 192




) notes to the
flnanclal stateiments

R milliors

31 DECEMBER (999

R milo
iy 1998

Tamwtion

South African normal toation

Mining keasn consideration-

Secondhry Tc an CTpanies

Crthar indract ey

Farvign toes

Totsi tacuion

Thn Cormpary has: made nas provieicn by 1999 e Secordary
Yox on Complnes it hux.an s of gvdeds S
over dihdands ddclered of i

The teation e racenclivicn i ssblovet
LI B

ndirmct tasms.

Forwign tax rases diflerancial
Other

South Ariaan ronmel xation rat

e
L}

b 1| ]
” %
- o
n U
" 5

B

3

gl= EE LY -9

. Hesdiine sarnings
Total rat saming.
Adjpusted for;
Net {marrhn} o0 maieation of ond seen
(Surplar) .
Taxation and outads sharehridert ntrasts
et (surphs) on resiialion of Invesimenss
(urphs)

Prahdons mguinst investmants and toans
Exreprional and non-trading ikarma of amocibed compinies

s & |fepEzect.

3 ¥ |élessBurE.

{i44) 9

27 55

Amoriand campanis
Share of semings

Current tading
Encaptional and nor-wradding

O .
Share of retained ermingy

0m 1413

27 1442

147

Dl REERS CONJOLIDATED MINES LINITED

PP .

_ notes to the
financial statements

- Amliions

3t DECEMBER 1999

b

P

On 40 per oot proferencd shares.

‘Na (80 of Bl par share, to shershotders ghtered

on 25 May 1999, pald 3 August 1999

. No 131 of RS per shirs. s thavshokjers mggieres

o |7 Ducaeriber 1999, payebia on 25 Jerwery 2000

‘Om  par cork sacond prafsrence shanes

a8 of 4 carts palr sharm, 10 harshioicrs regaered

o 25 May 1999, paidd ) Augst 1999 )
N, 47 of 4 cants par share, to sharshakders regietored

ml'lDeombu‘-!”’.pMem)sMww

On Ikl deferrad share:

No 59 (aerim) of 96 cants par inked defarred shure

{1998 5¢ s per- inked defarrad share], to sharshakden.
gstered on. [0 Septamber 1999, paid 20 Ocxober 1999
No 160 giral) of 125 cants per Irked defarred sare ~
{1998: 184 crmis. par frtesd defurred share), 10 sharshaiders
regitared o 24 #arch 2000, pryable an 24 May 3000

ot

o LY

al al

.

TR

18, Diracscy’ renmengtios

LT

Eaansive dreoiors
Fars

Selary beneis and other smokments
Performance.releed prArar

Lans: Puici by sebidery cormyarses
Paidd by tha compury

w exxrciend

Foas

che

z8e

algd

e{! 3

1 i. Aaditors’ remunsmtion
A o
- Other services

=t |2 €

11 Ramuneration sther thin to amplioyees
made t5 parsang othar fun enplovees

¥

E BPERe mAs S o s s

i,

F
s

Lot

ot FEETIm

i



 notes to the _ notes to the
financial statements financial statemants

3 CEEER 1 31 DECEMBER 1957
R aslllions & aaliona I_—
e 1998 ooy 1994 i i
ll-.-m T4 Non-distributable revarvas.
I8 A Solarke it bagiriey of the your N i texz 15100
T darieofRSOwih - 4 4 4 PR . g fae . B o 164
186499 parcnotcumuintiv cond . - | - s in gy
proference tures of RI 50 aach 3 ) i - Wit @
~ 410000000 = chaferred shures of § oo wach . Fl ", a ' mm - It]
7 1] ] amoined oxepies - ne
- Umﬂl-ﬁ‘mdu-hum X
0 mummm TochwgEmm L
. i::dm-ﬁ I . . . . mnmmmuwn m ) s ("]
& par carit cumative second Tranderred f1o) from the iicoma statermant ) n 0. s i
", prelisance shared cf RLD mmch ] 3 3 3 B e ) 154 0 [
m-rm h\,-uumu-dsq-m o » » “yy, .
L z » ” P m T wr L
MWM ] e 5 e w» n 14: 1-l:
tﬂ_’hﬂl—nqﬁ-ﬂm 13T [ 13 a7 ] - [~}
123 n )
mhmhmw-wwmw s 750 125 hy
™ e - R ) ] CEECRGT H
’ frons ol e rusl 5. Diswrihatably sessrves . . .
: mm&mdmwmm-&qm - s b o e 2w 25K CSEH. N I!}
tirtvs and e2 ¥ L (4] ] gr’
125 wmmmmwmmnmnm ‘m"hmd“—“hw o o % -
9 000000 of the rissue deforred shars are Lndertha i-inﬂv!ﬂ-hﬁra_nw-_s X
cortrol of the directors 10 dlot wd ivus such sharks 1 the . Bm?'ﬁrmﬁdm“uwhyw-q“
De. Boars Incentive Trust andior s nomanees in-scoowdmon e attriba Al vhiun of it Jevets £ axuition [ ] on )
mnmm%dmma—«.m” zcain i sorss reservt hiiged 0-<heing Cpandu s é
Mines Limited frcantive Schere. . Transderred fram fio) the income satervmnt . 2 n LY
m;ummmnnmm . i e of the yeur 1 1 181 Ll SE¢
ﬂmmnmmn-uwnu . Coenprining: »
of the Repart of the Direciors. . -Ganeral rasasrve -] 50 Ey 3 (..}
Dvtas of dederrind shares commiited s diecaors of o rene - - 4|= «:;'
the Company are zet out on page 74 of the Report . Femtainast sarrings s (5 ]
o the Directars, i (Y T3 sod

L] DR BEERS CONSOLIDATED MINES LIMITED

B A o — o —



206

fincncial statement:

notes to the

notes to the:

finenclal stotements

31 DECEMBER { W9 31 DECEMAER 1999
COMPANY GROUS COMPANY rom
A rilions A milions R miliors ailions .
1999 1998 1998 1998 1999 199 1999 199
16 Long- and medim-terrs Bohlities 17. Fiwd masets (cominuad)
[ 3] wumuﬁum Nl ook vahe:
4414 700 variable reta autorticaly crnvartble Land and tulkings ] 7 124
dabair s bearing FACt i e ofbcial .
@t inthe Sevarh Schadus 1 the Income i Ac: Othwr propertms
Th'consiterstion for thase debertures s Sctaced. ot
Dy » lan o the De Bewers nconive Tast. .
“The conchiors. of conersion e contaned n the Hieing camparsss
e Beers Conaokdiied Mies Limiad incantive Schasne Otber covrpunies .
R Ty be 2 i ol Pl equipment, permanent. works. and tkdings
Dbl o debmrmures e 10 drechors ave sbt o Miriry oncl alind ot expenire
on page T olthe Reportof ha Diactors m (] ] Other .
162 o v k. il lod 1% [
163 The - s ‘ “Erad irvesvnars 1T ol gr vahmtion
> TROPTOM WG Y0 4 BRprae: oF Y 744 milon e - ) e 1 47 047
(1955 Pt 698 miion). Aemiind cmgriri
' A% cont s arounts written off
A register of b d udings G by ta Company rit et A
(cther thar thoss asquinad or used for eining and ancilry.
purposus) i bept il the Companys head ofice. Total carrying vakats
[ Char
o valhaate
Land sed buskdings Subsidiiry compisve
InveStmEt prOpartes Tonal met baakt vader of i atwety
Opan marivet value on the shiing ukt basis of vesment
Cairts and $ther sliting itercets n » . 2
C‘ - Direciory wimions of uniseed Yrads investmern othar
S whuidiary campanies ym. (1] wm NE .}
Prant, equipment, perrnancrit worke and buikdings 278 117 1839 586 oot ok vk
Mining i abed DN wppnditure ot cod i .
uum Balarcs 2t bagrming of the year L] "»
" L and bukdegt
Total cost o vikution [ » [ ITT3 Qs and other ririg intersts
Aocumdamsd depraciaion Phart, squipment, perinianent works nd tubdings
Land and buldngs Adpstrs therir: arisrig Fom drarges o asrency
Otver propertis: n n wxhangs rm
Plars, equiguienl, perTrirsnt. works i buidings 1% (k3] 11 12 Land and bukdings
Mining and alied cxpital epanciuie: e
from e ssamt and Ivestmanm Feverie
Othar
- Total accurmulated depraciafion [E]

90 DE BREAS CONSOLIDATED MINES LIMITED

-




. .notes to the

..., -pote ne _hotes to. the. .
financie! statements

fingnclal stotemeriis

31 DECEMBER (999 _ - - 31 DECEMBER 1999 -
Roitloms Rmilione’ R milloas
il 1% 199y 1998 . L L.
17. Phid cmwts fosmthumedy -
e - S - 1956 " Hm 1944
Addmore " c = " n . 126 10 T3 nom

- Chtt i s nkiog Jreryes - Lo hd 2 !
. Flane; scpipmant; perminsnt werks ind bulkdings
udaries nctjivad n . )

Land and bulkings : pr

- Frove, o, pa
Dot -

Digideo - ” 4 2 130 2m 230

Larnd B “ 1487

s et i lnbracki . 29 2% [ Iw

Plar, squipment, % 't v %

Beprocition’ - ] %

Lund o bddngs. 3 - ) . -70m. 16m

Plare, eqpipriam, parrsanent works ! bk - . Frare of e mccems pavetie o & abikdery company .7 1) 3
Bodgce or and of the pacr i ] s ] L . Ny cazs R - 1 ) ]

Land wnd buildings Divicends and interest N T oamn B

Clifns g Othar g ibarews © - (Incrétet) detrease i diamend giods N wn, .

Pt aqudprmars, g - rcretan) decrene & v arid dari " w E'

Ty Cocraie fnoreast) in working apital M 1B
U nrareres r L -, hiid
Asocipied compdries . 202, weuramey

At cost bess amcunss writtan off x5 b BT L o Aoyl 0 to hd L]

At share of rediped eumig L S 2. T Proceeds - L) L]

Total carrying valies 88 3 W ™y s ) ey P
Ofter o 2 155 m- < 3 Wpﬂ ’d
Toul fated iavtments - wW o nm 7MW " Prabence shamholders 2 2 2
Ualiszex! inveptrrramts Liskinc dukerrc sharmolder rem 1] o 185 4

- B subidaiten 12 cutide sharvholders ¥ L i.]-|

A Cost (s mmoutrs it o - : e IT- T8 I3 AT T . gg

ot et T Y ok kg i :
muw - b | ™ o Gt ik borrowings) w pravicusly Teportnd L] L] L] T i

Adjudmeres thereto arfing from changes ir
Subsiclury companies » - .
'rmiuLMnh - " < SHIR i e b
i . - i 4
Loae Tak [ 5 110 v 8. il = “




208

_ notes to.the
cial statements

=
E

ime—v——
31 DECEMBER 199

COMPANY - [
Amilfons B anliiny,
[ ™ " ”n

21, ad
Inrepect of
204 Guarmins bn reypact of boun and
perionmancs gurnimes ghn ¥ benks
‘and ather third parties:on behalf of:

— msocieed companies 14 % " %
~other 151 155 [T 167

T

ZIgbkpmbfhmummnd
Saries A 4 Sheies B prefarence shase amind
by Minorco Canada Limited for the prymert of -
dividends and xr the redernption of st shares.
This cibigation has baen &ountan guararsend.

213 Undreen loan faciies - ~ mawocinked comprt

4 wwmwum
mmpbu!m‘-q-dhn
contracd for 1087 1152
mwuumm;ﬁ'
mh-rqp-unnr.ﬂh
ioan taciies.

11 RAetiramet banefits
mmdm-wwhmmmﬂmmmnmdnmmm
mm;mwnmﬁmmduswmmmmwum
{nds which iy goverTie! by Yo rpective begaistion of tha Y
The most SR of thest funds ire defned benedt funds thet are actuarisly vehued every Tres yaars on an moued
hﬂtmﬁummwwﬂmnmm’mmmmwu.wnuum‘n-

in a sounid fnanclal poahtioh. i arrhing
hldu\m—hm*hndpummm mmﬁmmﬂmdhmﬂ

e undertbar during 2006 and 2001.
deumwumdu-ﬁinuﬂmwlm-w—
RS | 5% mitiors This aenarkly o RS 11} millon.

Trm iy penebon cioatfor ol typas of s far the yeer arvcusmd 10 RLZH il {1598 R0 millon)

D BEERS CONSOLIDATED MONES LIMITED

netes to the
financial statements

3 DECEMDER | 999
COMPNY GROUP
R miiflons R
i 19 L aid [
llh-ddm-"....
aEveRcy aupasry
L1 Famcel heminss .
L st prirnardy of ( - el
D e —— .

The o n Y 0 mingute Schange ritm ik
The groupt open Erward carency podion wee
o 1"
Camtract . Myt Falr  Conxt  Molet .
Sullaar Rulons Amilees Amlex - Aoles  Ami
S -Usdoem o L] ¢ I m "
—Other curnimtn n v 7 2
U L) 4 1128 ] x
Purthased — {5 tollars - » m 5
: L]
- Cther cmwcie ¥ ? 8 M ‘e
Loud ] [ =] ) 9
A-uhwm’_ desi Nt hacigac:
o Le
[ 1y
Mhl"vmﬁou(l”lsnlm] ™ u
- S Francs 4 mllion s
" [
“The i vai ot Formign Gurany conrects cwbicts the prokt fom) thes wouk Eave wiemn £ ¥t corack
[
bean srminged ot the o sheet dase, bad

DE REERS CONTI INATER Lirard £ o1 oomme




200

LA

hotes to the

Nﬁﬁaamm stetemenis

.a!-ai n..ll._u&s.. itla-lirudil I._Eﬁ.ﬁz.n-aii
}dl-l_l!i I-.nﬁ-.'._ltlnll.l ..“ -;!9.-«”-. —

ri‘l!ﬁr
Eﬁl&i!‘m{?‘ﬁggﬁ&i = followe:
.. —Dimond et Nofa? -
t.. i.-lﬁlﬂli g
.w.ll.il_..ll Zo.-_q
nea_.n.a..l_! z.lu,
-II%EE }Aiﬁigﬂi
EI!&.. N ; *
Eii&l?}ni ug i..tﬁ_...l
244, Ackaeen 3y and s nd pirteg L :
EE!E!E:EI.!E?&E. 1998 ReS1 a_-oa
D.in-..ﬂu..!!..ﬂnb EEIIW!S:ISA 1998: R96 irillon)
smnllI.Ti :
En?._lil .ln.....!!!lh&l!ia
mﬂ !ilSIEugE§P5aa§i.EE! zrw

u_..u . . .
E.k.:lo«lll_lun.-!l Elaigéﬁ_!.&l&ﬂ
.1. rh.l. -’Sg . s shary gi.. s -.L..u ?
!iﬂ%ﬂag? o :i.\ -

. g it thir paries Thes Diaentnd
Efgia&itiii&}ii u..!iii‘,

e Sﬁmwmwﬁ in Bm jor
ueww“ﬂ.ﬁ.w nﬁﬂvaa [F;

) &Rﬁiﬂu%

{xIHE

‘M
|

!
+ i“ 4

THP N Eiiéﬂggﬂ' ] ;'35

BEE= ‘wE
¥ wl.i

& 4s
! Al
238 9 .Bsp =3
3

< Earings ] 1-Th
n

DE BEFRS COMRMILIBATED MINES LIMTTED w



L. listof-
ai investments:

Listed tavestmants Units heid
of the greup
Tl .
-Mpnl-.]-—e--dm . SoM
2o Americn pic® . (L L T
Ao & i a5 " N2
Angio demwrian Gokl investment Compary Uimied. © 09 -
Aot Limiaid -
Anglowal Mg Limid DIAN o
Consolcted Afican Minem Ui~ = Ordinery (1.3 .1 - SN
1 1 1'5he 45 -
1HSTR.
-~ R
‘Rl i
Lo Lk "»
AogolGold Lirted MM IMBO
Gold Fiekds Livioad . T I R,
Rancordsin Bt Ukted . * w7 AL
Vhlantarn vt Goid, Mg gy Linitng s 400 -
Capper, cunl sad plothinm ¥ .. . 8
Argla Amican Plerurts Gorporstion Lstied M
Pubaoia Miring Compery Umited - L. 25108
Indarvtsbul sad commmarcied i a8
Aok Ingram Limind s ‘s
AED Lirited L
Ao Asaricn nvistrel Corporaios, Lched * T
ey 1mie M
Engaes Shorm Limbeed" EUL -
Highvekd Sesel ancianacim Carporstion Limied W00
Johrries nduririel Conparation AW 3IMe
Metrs Cath and Carry Limead 3 TU ST T
Sagh Adrcan. Ereweriesplc Hanm L
The Premier Growp Limbed mar neswd
Tha Soush Aican ieewerias Limied s |
Beciing ‘ )
FrsRand timiad WA P
Starrdawd Sk Jrmdoimrt Canpoiaticn L F213%68
Fropurey - By [
Anglo Amaican Properastimiled  —  Ordiery 331300
o =+ LSUri N5
Harear Fae sow Limibiat J2UMNE 240
“Tow mariet vaive 50925
Lorr—

DE RFERS CONSOLIDATED MINES LIMITED

o - list of -
material invesiments

3] DECEMBER 199%
“Unilsted invessmunts Units bold Dirscury’ vabistion

of sk grocp " R

]
4
L]
250
1
78 700N
L] ] 184000
x0we
ey
1608
mwm
- 0
]
410,
L LA
s
“n T
A Y4
kL]
Sy s
—
1304 7l
msw
000
im. 144
» [
M A a3
L LT ]
sem 3000
3 298




i..ﬂlnkﬂltlf 1000 000 0¥ )

1990 007 Jo oy e
PERS IO | s240e7 ()

POR GO S cuaop - -
Ao adoy 600008 §)

" e paon 625 9 ogy
1P 20 ¢ fo saons e 200000076 ()

{

Pumaous Ei?iﬁ%ﬂi!ﬁé. .
fpuow gy E.EEEU_AE&EE
Eu!&ggxasuigi? for
0 P4 PO 10 iy
SO 2 uoga @ i gggl
ﬁanﬂue&naasemvngnﬂiﬂag
Ay an oo sy oy «aﬂf
0 0 Bwawannboy hupsy sip jo sunay " 4L

owniomR Al R aup oo
g 43w ‘seed 0y paainop § ‘pue’ aprc; .8

%jaéagg LY
v P PATAD 39 3 P BT A6 2 s plurgy -
A

P9 00'1 .o seong s -
o ez A sz 9057 )
10 0K N ok camd
| wwmmoador T ppg
A PP 575 90G 47 £ Ay
¥ 0 Ay 243 o e pessoegre sen oy,
gigﬁg :
esi._.a.!s.lnadiiﬂ._vlg... a
- ke jo seomry g
T Uy ppeds

T onAtevas Areiipin. s 1o peanbas 5 Bugsoyy
A 1 dxoud A pryustaaday o BN SEquis
Eﬁunﬁ&tgﬁl#.siﬁﬁ

243 ‘aBuroncs p0ng Bingesuueyof aus 4q pougap’

se “aaond na!%s..ya;__”_ﬁo.u!aupiﬂ
-parss) s dudhiony #4010 e sad o LRy aowrny

AR pfep i fo aren Jomp

P P03 STuf wd pup parbel T D . -

Ekfxsgnﬁsgf&i-ﬁks
usguaﬁauﬁﬁ.xahagu
VAT O3 SpOUt DUDMD ty ho
is».&.&&i.?ia&ﬁ:i&i
PEspo uaasent ur saunyy 941 Jo"wopd Awsep -+
,E.S%ERQ.X!EE_E' -
gé?xﬁa?tgsﬁel!

SRS Jo 4112 tyn 30 4 ap A 1y ey [}

: . . PUO I s g
}S&!&#%Eiﬂ?i

Jpry, g s 4
ustnaﬁ.__uéﬁé-ﬁ.rauieini .
.5!.:!!!»5&%{:33!2

Pk LT T
,...nui.ﬁ&a.kg%?uga.!k
208 20w 3963 wapopius 5 1 Bunada
.Iatnkgﬁnas?ﬁia.uoa}..ﬁ.
H,.!&Ewat!tiisu&hntﬂi

g!fﬁggiaag @

; 0 TR 00 VL0 st g 5 Sty
E!ﬂﬁngggkgg.

himaﬁaac!aaucﬂﬁssg.usi
- oS .1y ,

PR W M o ST patlap Doy

! lagfgﬁgxgag
) Pus Engsscoef 3 jn isumabe, B g pun

Eco] Dy oduey ap o nomvard-ag @ Dt oy,
OIS Lruguo Bamopoy o uosreyped;
I I3 i See 0 28 Pssap g o mpeen o3+,
. .!hﬁwte.ﬂanazsgg
g onis.n.e!iya!!%iaﬁﬁﬂu,
U SO APrTs amt g J0ge 0 1441 By Shodue
Pz izz Eﬁﬁk!&..,.ggg

u&ﬂ!g-@jlnﬁeﬂug -
gafissﬂﬁggaﬂ!em

i éﬂ-..nul:_w.ﬂiugtﬂn@i :

Gvgﬁgg;gﬁvﬂ T
' - 661 Saumoeqy g

vﬂﬁ!u&éaanhuﬁtiuhigeuu.n

3a§a§_..u.2§asuﬁi!n.i~§# )

, 3 0007 A4 £7
XL U A maay semapog of 1.___..9.5!_,

1 ) : Wroa:y
e R T T 30 Noosw mused iR e
Pus’papuny suo sy 3 USNE Lqassy 5y anoy

AS(raquiDy ur dep €2 o ygryy

Bupeaw pseung nuyp

40 asno0u

TAUMN SININ GEIVAFIOSNGD 3T 3

UL g g o

L L o el i

WZRE o * dop Pamar (tmgrioa oo waunman usy

ek T £ 1.7 il -] “ .

Mo rere .gos - P iy :

I Teie oot \ L PmEavd-omer .i..H.a.

BTI-IE T a.u.:, o we s .u«.f.llu-t--a

BETICIE JTFIE SM. i!..—l_!l.ulal.snl._tu ;

BeelE  TE LT B Il:!i:..ﬂ..w

“moeel o P e Ui Aoy Lt

L S 1 Tie o P Ay gy oy

MR EeE B 0 ey

som . Tew wl 2 oy ooy
. 2 L R 7]

dbe iy

e T

4851 WG IS .

gnesd ogy Jo

“S3UDGWI0D PAIDDOSSD

o0l




w?

notice of

annudi general meeting.

by the creason of S0 000 GO0 deferred shves of 5 canks,
axch,which shores shl ok o s bt the aietng

defirved thores, and thet mbyect 1 e peodsiors of e

Campariis Act, 1971 ord te Listngs Requirerses of

the Johaersaiay Sick Esconge. ¢ doecare be and

oy perterr
of e 50-000 000 eutestand i ueskenr? daflard
shored of i zents adch h e opied of the Campry .

a6 SuCk thra’ ar DK 30 Bich (4FROR Or DAL, .

company or cayipanies, and LPEN SUGH teme snd
vl on ey 1y daswmibne
.mr—mnlﬂdﬁwmih
ncresss the deliered shre-capital of e Company by
50 600 000 duferred sharms of 5 cs smch w0 tat In
the: opinion. of the directors, the Company hes
sificient uniemued) defored ifars 2 et iry fubie
€2 New ernarmndin sml Arsicin of Amaclation
V2 comaiclpr anck i desrmed W, 0 pagl, with or wilhout
imccliication, this Folloving pecisl resciision
ThOU e 4T of MecBRg 55, 54 umd 62 of the
" Compomids Act, [ 973 the Compary adopt the
Mambsorcum ond oriices S osackaioh whisd o the
ety o signed by te Chdirmon for purtioees of
darictin, & pice of Wt Camping's ealing orikiie.
" of cmsocksion” .

The remsins and et of ths specal resclsien & 1
raphace tw Qrvant artices of stxodetion (vhich deim
back &1 (86H) iwithy & completaly nw mamorantiam
and artiches of eeodution which conlioeT 1. feadim
m—mmw‘%wm
0 the st
MMNWM“M

Copies. of e prasrt wiiches vl the proposed v
mmmummn

LL,  asherty shaf o iy
-hayorst 15 wertye froim the dosa of this awid
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NM&,‘MSW&W
® o mdwum of (0 par om of #a Cozpoyy
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may i 5 per cant gban the waighind anmge of

© mnwummmu

@ ot tx wirkig cphed of e Compary w be
odugom for the ne yeor's spastions.”

Tha reascn wrd ffact of this pecl reschuson & o

wnable tw dreciors, up 0 wnd ICudng the duie of

hr-nmd"imbw“ﬁ

archass ol

mmm-‘nwm

Notics of tha proposal 4 pass this specsl reschuyion
ahoukd nat be construad a8 an intertion by the

Compsiy K iy tivie.Ih he tedr e 3 gve disd. -

o wi ctgaition of ks own thares & is e inierdion of
B treciors ik tay bk um S authorty dhould
praveiirg Grosniteices Mhﬁw

n

e

.Holglars of inkeg deferred share warrams 10 besrer who

inipactectuy the Regiarad ancl London oficas afthy -+ desine 10 Etand in person o by praxy o i vota & any
&muuunmunw - guoarsl mesting of the Company tmust comply with the

mm«u.pu-dmmqnmm
43 Campany 30 Aquivs 0 Ouit Shisp  ©

hmmrmhnp—wmﬁ-

goneral authority LAt the waod anowel ml
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directors’ responsibility in relation to

financiai statements

The directors are raponsibia for preparing financia
saterrants that fiirdy precant the sate of flsis of the
Compary and the group as 2 the end of the inancisl yearand
the resdts for Yat pariod These financinl sstnents, which
e been preparsd in aptordanch with the Swist Code of
Chigatiors, st bued upon appropriste sccounting policies
it heve bean cansistenty appbed and are upporied by

mmnmmhhwm‘
and reporting on thess feancial satarvants,
The inancial satursents n(hmnpq-d-

U5 Cx Cormpary Svim
Frmncs.

The avual fnancel statemants which et on pages
107 10 (77 have. truets approved by #hw board of diractors

ressansbie and prudant Judgements and astimatm The groap W are sighed on its behelf by
oy Pl A -
NF OPPERHEMER. GMRMAE
Doy Oy
7 Farch 2000 ¥ March 2000
report of the groud cuditors
To the gencrsd mesting of \
D Mewt Coitonary AG

Ax pudars of e group, we hast alsiied th omob-
dend wewsl rancal sawments of the group cimprising
D Baws. Cartanary AG and iis Sibsidinas for the pear
anded 31 Drcember 1999, presentsd by the board of
drwcinns 1 actordence with the Swis Cods of Obillgtions,
5 3ot out on pages (071 137,

In our apinion, these consoidsted dnancel Rarents
% 1 Trus d ke view of the frunciat pasition of the grous
comprising De: Baars CamManary AG and 1 subsidiaries, the
romuits of opersions nd the coh fows in accordence with
the acoouriing polcies Wt ot on pages | 10 a6 111, and

omply with the Swim Code of Obigations.
These tonsclidstad financial statements are the Wa recommend that the corsolidets Snancial stk
rexoniblity of the bowrd of drectory, Our neporsbilty @ enks Librnitoed 2 you be spproved.
1o axpress an opilan on these consolidated Gnancial
mhﬂmwmmmﬂmm
e logal requ earmri e
i inhapenciere. Delotnm Fim Goidy G
Our it wes conducied in accondance with dudting  Auion i e
standards promul.ncd by |h| profession and with s
mdmmmm-‘mu
peenad and @ obain e AK
oot e Srancial L]

from matarial mistalermars, W heve wamined, on & st
basks, avidencs. supporting the ameurty and diaciosunrs
Inchuted In the comsoldeind fnanciel sigtements We hive

sl stnziad the sccouniing principles wed, siglicart  DVWalaca

«stimates made and the overall funcal O

statsmant premntafon We believe thet our sudit provides 2.

mascrabie basi for our cpision, zg 7 Mach X0

DE PEERS CENTEMARY AG

report of the

'nmmmhmwmmn

mctivities of the Comparny and of the group for the yeur
wended 21 Decamber 1799 The business ancl operaticrs. o

directors

AJDET COMMITTEE
The bowd has appoinad an Audit Comemiss cormprivg.
|Mdmmmﬂ"hd’-‘m

e grovp and the companios in which # hobds &
we aat Out in the Review of Operations and the: secton

antitied Investments beglaning on pages 15 and &7
remactively
+ Accountability and control

To enable the dineclors 10 imeet their responsiiities.
management sets sandands and implements sysems of
immmal control dwigned: & provide ressonable asuanoe
cogarding the achirvarrare of objectives and aimed af reduning
O risk of wiTOr OF ke in & cost-clecthe: minner, Thess
commis, which ane maniored throughoint the Company and
the progur

chrly defired bameveonk, alfeciive acoauiing procidurs:
el e Seragmtion of dutes.

Your directors wre of the opinion, bised on the
Information end oplnations gven by maragemant and on
commant by the wairral sdiions o e resulty of thelr
e, thd T Wty iAWl Srancil cortrolt ane adequats, 10
that the fngnclal reconts may ba rumnbtyrul-d an
i preparing the nandal

y the boare The commtae:
mests at ki ™Wics & yoar to moniter the adequacy of the
#nencidl information meparted M sharsholders, to monior

T bowd and o el and ntermal awdiens, i partiodc &
ity e halfyaar and huyeer nesults, the Frizrim Ragort,
combined. Provieonsl Awnusl Firancal Ststemerts and the
mwwnh-ﬁvﬂm-nh‘dm

{Owirman). G P L Kedl and Sir Chigt Kimwickc

COMMITTEE
The board has also esublished a Remunaration
iy,

b tn bty indhichel sl growp performance.

The cacsive drecors are sppolniad & the boird
fring 10 the menegarment and direction of tha group the ddks
and zupaﬂlncl appropriate to its needs a5 a major

Mxtuntability T sttt ind mmmw
Ot dveth e skitguarad pid uikd B4 intended with

Notting the attention
of the directon) © Ingleats thit sy meterad breslcjown i
‘tha fnctioning of these cantrol, proadures 173 Tysewne ha
oo during Tha year under redev

Board and committee structure

Cirectory are shectad by shveholders for 3 madmum
period of jour yeurs. The artides of associntion of the
- Compary commin proveions o the board's powers
e thuir ctggutien. in v of e artices of asnciedon the
o] ha sisd dumrrined ceiiions on T onganisxion of
T Connparty which $ats oL, inter aiin tha duties and powars
of U baard of dirciors snd rirmgerirt.

Tha' baard i wibrastaly accousable for the gow's

—mh-—dhmwvmmu'd

. o rdinates and

mﬁ_dmbdﬁnhmﬁ\m
Campany and the group.

The board has established a rumber of commitiess,
rarnely’

busimess. They s, accordingly raruneriiid on
W commeneurses with markst rates hat reflect wch
resporabiities.

Each of the sxecutive and non-sxecutive diraciont
curmantly raceve drector faes st tha rese of $25 000 par
anrarn The Chasinman: recsives an addtioral sum of 525 000
par aryurn and $h Caputy Chairran $16 846 par amum.

Nor-eaclive drecion who serve on the Audit sd
Aarunarstion Comitess mich raciive o9 2 The s of
£10 000 per annum. The chammen of the rapective
Comumitizes racarve a0 additional 510 000 par anmum,

The Remunarzton Committes campriaas Sir Chips
Kasuick (Crairman), N F Gppenheimer and § Ogiva

Dis

The narmas of the dimcanes 2t tha dubs of this repart am
v on pigss 1§ and 17,

M L G Nehindo and Mr 5 5 G Tumai ware elacind 1o
11 iy 1991
P | P Pudrey resghed from e board an (9 November
199%: M- GFH Burmw: has resigned with affect from B March
8

In e o the Corpiryt wticles of ssodision, appras-
ratnly ont quartar of the dismctorn become due for re-
ection wch e in scmiiance wilth raguations i by the

SRNCT- T o)
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accounting policies

'ummummumm

basis in United States: doltary, and incorporate: the lowing
princpal accounting policies. These policies are consistant
with thove: of the grevious year:

Ansls of conssiidetion

The group financtsl statemerits incarporata the fnancial
statemnersts of De Seart Crrtanary AG and al ite subsidlaries
and refect the sarmingg. labiities and assets ttributable 1o
et holdery of the depasitary receipts imued by Centerary
Depostfiry AG 3 50 Contanary urits The group income
statement inchades. results of subsiiaries from thair aflecta
dhalms of acquishtion. All signilicant. inter company transactions
and balaces hve betn eliminated, The axcess of the
atwibutable velue of wheidiaiies’ net wsens ot acquisition
over the cost of tha shares, less amounts written off, is
incuded in the capitsl rezerve. Whars there is an somws of
the cost of L ieg over the vl of
Pet assets ) RCquisition, this axcess i deducted from
distrinabie resarves The consolidated financal staomerts
includ¢ the retained sarnings Jand reserves of certaln
subidibries which, on distriaion as dnidordk, might ba
subject 1o withholdng tmes. No provition has beer made:
therefon:

Apockiied companias
The group's interest in assoclated companies, baing
companies in which s imerest of batween 20 wnd 50 per
rent of the voting capital ks held 21 a langerm hokling, or in
which fess than 20 per cont of vothg capial & held tad in
which tigvicant infuance s exercised over the kuncit) and
operating poilcy decisions of the company, is. with the
aecegtion of terests in mrining companies thit adogt the
priation method of for u
Sollows:
The nat income is included in the consolidated
incoma stanemer st ither by way of investment income in
the diamond account i the e of trade nvestmonts or

The groug’s share of retined srvings of Jasocimied
companies lrom detes of acusiion & inuded in the:
carrying vakie of the investiants i the comclidatsd
balance iheoet.

To the extent that dividends ane receieed from
assodated companies out of equity actcuntad eamings,
adjstments are e in the cuTe yoir t the groups
share of retained eamings of those companies and 1 the:
camying vaiue of the restad ivestments.

Where there i in oram of the cut of shares i1
ancited eampanias cvr the Mirbtsbis whe of et
aszers al acquisition. this wecess s deducted from:
distributable reserves.

The retaingd ewrnings and reservis of certain
asodmed companies might. on distribution & dridends,
be subject o withholding U No provigion bas been
rradie therefor,

Fareign currancy ramslations

Amounts in oneign curmencies ane convertad at the rates
Tifing 2t the belare sheet dete. Hecging cocks e inchuded in
e coit of the netitd tranphtion. The fesults and operating
cash Rows of fareign subsidiaries are converted xt the
verage rates ruiing during the year:

Exchange differences are included in tha income
satement.

Fixed cmxvts and depreciation
Land and investmen, properties ane refected at cost and
are ot depracatad. kvestingt prOPACtie ary valugd by
crinternal valuers g2 iate ireervals,
Orther Sl aspets are refieciod o cost bess deprecistion.
aloykind on the Araght-ine basts ¥ var g rates, which wil
reduce camyng values to estimted residual values over
expactad uvefl lives.

iwestments
ther than in equity accoueed

n thy and
15 the group’s share of retsined samings and of ear-
ordnary Hene. of amociated companies for the yeu; basad
On dabet publahed resuits, with an amount equivelen ©
Such retained shmiogs and Ccrmordinaly femi bang
tranalermed W 4 aonvcisributable rocre, An et
is made for the sffoct of cross-holdings where an
amotiated company itsell deals with its ivement in this
cumpany by the aquity mathod

DE BEERS CENTENARY AC.

asoriated cormpanids are stabid & Gost e Mmounts written
Ot Provision i mace whare, in 1 apinion of the drectors.a
parmanem diminution in the value of the imastmont has
ocaamed.

Diamand stecks
Dismond stods ae valued ut tha kower of weighted
average cost and net reaisable value,

accounting policies

Stores aod meteriel
Stores and materas we valued at cost, using varsing
method appropriate to the varcus types of busivess.

Prospecting and research
Prospecting and research expenditiare is written off in the
yewr in which it & Incumed.

Retirsnant benefits

Retirement benwfits are provided for all eiigible
- amployses Uwough elther dafined benefit or defined

ntritnation Runde, T am by the
funding requivernentt as evskustad by the achries and e
- Sy expensed during the ye. The present vaue of the
abacts of phn imendemets I respect of raiirod employoes is
"repognisad i the pariod in which the smenxdmerts are made,

Emrnings par deposivery recelpt

Eamings por dapasitary recspt we calodeted using the
weighted averaga number of depostary raceipts in bsue
during the year, Deposhary recalpts in issue Inchider
50 Centorary unts ot their equrent of § 000 depasitary
receipty

A m————



consolidated ~consolidated
income statement ' balance shaet

. 3t DECEMEER (999"

FORTHE YEAR 1999

VST poithors = UST milllem
Noter iy Jrens i [ 1 1’
Diarmond acooutt. 2 57 59 * Cophtal smployeds-
irvestnent income: % #t Share capital and premium n o ]
iterest incame » s © Nontribuabie ressrves i* ™ at
Other ncome e F Digtritutable reserves (L] sy M
P P 4, 5053
Dedocz 5 i k;
Interws? paysbie Outaide srisareolders' lavenerts in subbilary companke o ]
Other expanditure 5 Long- and mediure-Term Ratiities o 13 (711 1 M6
61 ]
Net incoma before taxetion = s
wm Roprnnsted by:
] 120 m ‘ Foad mo v - -
Mo - w2 o4 [R— N 1os T
D“:“ - . [ m 4231
el pom® L M © g e dnd mariak » 5
Cum carning: 48 164 Mot current essntx 54 m
xed‘r-u'md ings of amaciand i 3 Ciavemt sinets
earings companies ] 4 o5} H - @
Total nat sarings 459 144 Cu ™ ot
Ll Curreat Robilitins
c " o an Toation » »
n u Dridends 0% »
Creditors 11 ]
Dividande on depeaicary recaipts ] 5% 140 Sark borrowings " »
459 L1}
3413 (£.4
Weightad average mamber of depasisory saceipes in e {milions) 42 430
Eerdingst pur déositary recelgt
Own 95¢ 38
Yol net 104c x
Headine 7 100c 47

OF RS e —
1 DEREERS CINTEMARY AG
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consolidated
cask fiow stoiement

FOATHE TEAR 1990
USS milfions:
Natas " 199
Oparsting astivitior
Cash gerarsmd by (utiisad ) operations 19.1 m (268)
Irbarest received k13 20
Dividerids receed L] 302
1. 5%
Deduer 162 194
Intarest paid
Twation pad
Cash gamaguted by (vilsad in} opating activkier 1719 (138
ismvevting sctiities
Property 4 2
Plartt and madhinery & 13
Ivestments 192 2 04
Cank utilond in invasiing sciiitied [ 4
Financing wctivitive
(Cucreass) increass in long- and mediun-terrn kibilties 2] 41
Diviclends (paid) 193 (176 a»)
Canb {irtiived in) dorived from financing dctvities (D) 40
Incroane (docease) b cash s 1w
Cash #t bagiing of yoir 194 - 8
Cash ot o of yoar m ]

DP BEBRS CENTENARY AG

notes to the consolidated

financial statements

31 DECEAAIER | 999

1. Tomever

Turnoves: comprising grom rnvarias FOm B KGR, ETOUT &)

1686

2 Diamond wowumnt
The damand sccount incuder:
=]
Salh 10 retabed partios
Dwichancls from unlsted wade invastments

Currency exchangs geins.
Expandiane
Purchms from reluind parties

Oepracioncn:
Prospacting arsf research

[ ies bty

= rawrsi damonds.

- cthar

= ratural demands.
= Inchutrigl chvigion

im

3 Iwvasmast Mosme
Listex! irventrmanty
Uniisind) irvesomants:
Tl invpsimant Income
Compriing:
Dhacdisth - mocistd campanies
— other

4 Osher fucams
Surpha on malsation of fed amet:
Surphus on reslion of ivesmerts

K Ouher avpamdioure
Frovislong st ivmirnants and kuns
Genarsl chargms.
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notes to the consolidated
financiai stalamenis

notes to the consolidated
financiz! statements

31 DECEMEER 1997
US$ milorm
i 1994
& Taration
Tar o0 capital w3 rescrves | '
Tems.on proses n s
Withholding trs. on dadencis recessbi “» 58
Total taacation e n
7 Heodiits asrnings
Towl net saming L)
Adjusted for
Gurphs) on reietion of tud amats [}
(Surpiys) on realeetion of isvestmerts ® (&)
N provsion: agsinet investments. andl ioans ']
Providons s writs bads:
Exceptional and rer-wading erme of neociaed companiss 1Y “
“t am
& Asnecheed companies
Sure daming
Current trakiy Q 51
Excapsonal s nonrtradng " “H
b 9
Dividends mcaived . 15 1
Share of retiitd sarings an
¥, Dividands
On depostary recaipts
Obvicierd No. |9 ol 11,5 cunts per depositary recakcd (1996 11,5 cants par
apositary raca] 10 ARONEry SRochR WP regiead an |0 Sapramber
1999 pakt on 30 Ocscber 1999 baing an inerim diidend daclred by
Cantmnary +oidings on ks perticipation cardicans: E
Dividand Mo 20 of 235 cants per depositary receipt® (| 998209 it per
depoyitary recwgl) W dapasitary mosipe holders regise—ad an 31 March 2000,
paysbia on 3 ey 2000 L3 %0
* This dividers] coivpriaes the ecudvalers of
Dividands Canterary " O its. partivingtion ceralomes
— prafarence dvidand of $12 [F1] 2a
- firal dividend of $8 (199 $6) w L]
28 180
Dividiend of FFr 4~ (1996 $Fr4-) per sure recormynerced w sharsholdery.
of D Baars Centmnary AG 25 19
03

21 DECEMBER 1999
LIS milikons
199 1994
18 Dircoars’ mewometion
Srate dreton
Fass. (2] L5
Ner-oecwhe drecen,
Femt 3 03
11, Aviior” resmcnretion
Audk foas. [A] 14
Cther serviem ol al
12 othar than &
Py i and secwtarel o parsry
other than omployess
11 Share capival and provhon
13} Ausharisad mad e
4 507 476 (199 4 337 7\5) shares of arcmned e of SFr 200~ each
(SR 501 mifor) {1996 57 666 millon) w 84
Sharw prasmlum ” "
ot imtied share capital and premiun wt [
132 Eath imiid Do fieary Contenary AG shars is twinrsec with 1 pariipstion cerliliaie icsusd by De Beers Cantonarys

wholly owned subsidiary Cantznery Holdng (1 company incorpormd a »iés ananyme n accordance wih the

mw of Luoerribourg) 10 form a Centersiry unk in accordance with the provions of thelr artides of imodation ind

artictm of incarporation, respectival

och depositary recalpt, of which 395 647 &35 arw riad 10 an aguivelerst fusrbar of Oa Beers Conadiidetad Mines

Lirriiesg ciples Toct st reCromie' S e righit @) SArcst aeerciashle: aguinat the Dypositery in mapact of an undiiced
e priviegu o ralating 10 2 Canteriry

it it k] Dy s DApORETY In Ty, of e depost sgreamant desd 29 May 1790 batwasn Dy Bears Camarary

A, s wholly o subulciey Cenenary Dposiany AG snd Da Baars Consolidanod Mines Limisd.

Dvponitnty rcaipts
Caposkary recelpts in s ahM} e 412 4 500
5 Cantirmry urity aquivlent to dopostary rcept 00 S0m

450 M 08 4TI 300

Tiw repart. of the dinectors containg a ls2, weéracied kom twe renords of tre Depositery, of depositn'y receipt Rokders
‘whom holding ersities: tham 10 ee por cont or mors of the votng rights.

DL BEERS CENTENALY AG
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notes to the consolidated
financial statemenis

T CECEMBER 1999

USy mullionr

i

1998

notes to the consolidated
financiai statemeats

4. Neadisiributabla resarves
Baterws ot begrning of tha year
Adustvents hergtn arking from dhenges In curronsy wedengs et
Urvealises! o rphss ariding (rom changes in aurvency eedvngs ratas
Trarsferred from (o) the lncomd sttamet
Batance m ends of th pear
Comprisng
Capital reserve
Capttal recermpuon reserve fnd
Curencyrestrae
Lagal regenag
Share af retained eamings of amocisbed companies.

s |¥s2gk

FIECR IR

&27

an
31

31 DECEMBER 1999

USE millony
199 1998

15 Distribussbie resarves
Baiirz at beghrang of the yalr
anummhn'ﬂuw‘nmm-—
Acketments in respect of changes. in the o’ shershoklings in woddaries
Bt of the ot of Sherit i Subaiiery and asoczed companiss over he
ImbLtstie ik of et siedty B acition
Transfesred from the income: stdervent
Bannce at end of the year
Comprecing
Retaned. eumings

14 Loag- and medivm-turm Sohiliiios and bhank barrowing:
161 Long and meckem-term Ishite comprise

Alown of 25 milion Bagle Francs bearing intirseet a the London inter Bank

Offred Rate pha 2 per cont per anrum and repaysbie by 2007
Unseured lown wiack of 150 ilian Pounds Staring

{1998 130 millicn Pouncs Staring) bearing interast at §,.25% repsysbie in 2009

Unaecured Toan sock of 100 million Peunds Sarfig

(1998 100 millon Pounc Searfing) bearing interest 2t 9.75X repayable in 2020
Acan of 350 nliexy Dowsers Puia boaring intarwe &t tha Botswens. Prime Rute

e (75% por arvum ared repHrable s 2007

D2 BZERS CENTENARY AG

1+

"

14, Long- end medus-term lghilitier snd back barrosings (contkand)

Loars Mncunting b
! bearing interest af radms related to the London intar Berk Offered Rate
Trem S 40 v e Pepmpabie wt arying dates p to 2000

162 Totsl bermomings mcaried to
143 Tha hir velue of thase fsbilies is $637 mrilon (1998 $4 40 miir))
shar dachcting the k- vakiae of crrency sweps. (See ot 22
164 o lraition s impowed on the Borrowing powers of the dreciors

135 54

418 i 348
11 F..]

1.

Fimed qmate

Cont

Land and buidings
Ivastmant properties
Othr propanis

Pl wnd acuiprment
ot cout.
e e
Land and bulkings
Othar propértiel

Pt snd aquipment
Total acoureted depresiation
Nut book vak

Land and buldrgs

Cther properties

Pt st mgrprmert

Nat bovk valor axhucliog irde ivamments
Trde irnusmmanty ot o

Othar companies

Tanl mar boosk velic: of fed awmcey

§
¥
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notes to the consolidated
financiel statemeanis

37 DECEMBER 1999

17. Flaed oxeets (i)
Certilrs ooy wmsety are insured agairgt frs damage.
The vakua far which they e inpured i m 698
Open marfost valoe of invefUmit properties It ] m
o She epeting o besis sbjact v proparty

Tuctuzbions)

Orecigy vahations of Lk Tk fveAments 218 2005

Rocancliiacien of net beok valm exciuding trode deescnants

Balance 2 begftning of the yar m =
Ll ard buiklings
Plark ared aquipmant

Adustrens terelo lﬁlmmh‘mm'fh " "
Land wnd buifdings:
Piart and oquipment

Adt

Addtons N
Lund and buikings
Fant and equipment

Dnducz

Disporas
Land and buidings

Depreciation aj
Land and buildngs
Plart and equiment

Bakiwe at end of the yoer Y e

Land and buikings
Plant and equipment

DE BEERS CENTENARY AG

notes to the censolidated
financial statements

31 DECEMBER 1999
ST miliens
" 159
1L lvvastrments
Livtad imvputmans:
Amccigied compuries
AL COR hest armounts written off i &0
Acc fhare of reined samings m .
ol eted kvestments I
Unlsted ivasimarte: -
Asscxiined cornpenies
A& oot ey smeunts writien off
Adkc: share. of retsined sumingt
Totsl qarying value 5
Other » 18
Totd unfsted imesdmares [ 1
bl 2
Totad invemiroerns 1065 @i
Markat ik f e westrants. T e
Directon vakuions of unisted investmants snd kouns n 100
A ik of srmkeial investments s yven on page 127,
19. Coth fltwr shmtemant
19,0 Caxh gunarosed by fistiond by cpamtins
Net incoma bafors toatian m us
Non cash ity [ [
Dhviceraht and interesr sy [
Decrame finoease) in damond Rodks ™ e
croese) decrease b sores el matl o .
Drcrezse fncraase) in working capitsl a5 @n
\m (%)
192 invammants
Acplenors o T
Proceeds y "
[ 104
193 Dividarnd puid
Depouitory recript holders »m w7
By wizidates t0 autsidy tarehoiders ” 2
i 3

194 Cosh i baghming of yeer
Cash 25 pravicudy vepor ted " s

rising fram chunges in © ]

T TR —— AN e < <
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notes to the consolidated
financial! staterments

3 DECEMBER 1999
USE miligon
i oo
20, Comanitsnonts and continguet Sabhiities
There sre comribrarits and contingant fmbilities 1 rpact of
201 Lown s paricrrance gusreTess G i bania and-
ohar thind parties on behalf of - aswoceted cormpanies: ™M nh
~ othar " "
202 Undrawn loan faciities of ) 4
D3 Capil o by [U—
=~ inhafing @oerdiure coniracind . ]
Thia frem g tnrraly
gveratad funds or svallaliie oan Gciiie
21. Retiremmant banefits
The majortty of amgioy played by the by we tha respective iegalation of
iredarc and the Lirsked Kingdiorn The mait signikcant of trees Linds v valunrl wurry
jacied] et method The e et clartabn in 957wt 1999,

certiled tha funch 15 be in 8 sound fnancl pesiion. In amiving i ther' conchilions e acnries mak il saDut
m-&hqm“ummh*mmmwmmmn-m
acharial vehations of th funds will b undertaan during 2000

The mum of the actuarially deterrminad f vk of #he smate of o of tha definerd beneft funds ot their last veluslions was.
$1C7 milion, This seccded. the: actugrinlly Sesermind hebliies of $103 rmilion.

The groups pension cosr for all types of funda for the year smountnd to $7 milkan (1998 34 millon).

Tha grouis non-deriveive fnancel ncruments cansis, prinirly Of cash doposts with bank, nvestmants, lowrs,
dabtors, creditors ard long- abiltin D ¥ \mad by the grou anly for
hedging purposes 1 ritigue risk.

22 Credi Rak
The groun's posnniial concantration of cwdt ik conaists mainly of < daposits wilh b Feesgnants, loans and
dabiora The group’s short-term caf s i1 pisced wilh aor hanks 3 n approprie lewel of provilon an
irveptrreres, inarss and dablons is ntainod Cradit rsk e peroccally hedgad by sbisinng colsteral

03 ivereat rete nisk
Tha group Utiics inbywit iy Bvep conkrecTs ta hadge its xposure o inerest rate risk. The effect of the pweps at

balance st dete wa
[ 998
Homml Bliacthvn o Efipction
rum fomd ey e L o bt
X = - %
Ursecured lopn Stocks.
Pounds Steving 150 miion s W [H %)
Founds Seeriing 100 milion "5 754 275 [¥3]
Priveta placemnertls
Swies franes 50 millon i m

notes to the consolidated
finencial statements

 DECEMBER 1900

nh-ddh-—-ﬂ"mmh‘-o

Ti4 Farsign currancy sk

mmmmmmawmuimwnmh
ey ek The gop Y A y corrach 1o mikigne eatangs rae ik

mﬁunlmnq.mmnnmmmmummmmw;mn
$410 el d loars of 214 millon Pul, egus ter 205 millon. Aand 2t the: rete ruling o thiy halenos shest date.
s Bownd 2 524 millon.
The feir value® of thess swaps s 27 milion
The goup's opan forward GaTency polion wex

§
]

Comroet  Mhached for  Cowmz Mot for
il vk ol vk e e
hd usy Ry s s us
Sad - Wdicee Yon 1 ) ) n » 1
~ Swist Francs 41 - [0 14 [ W
- Gres n In
= Cober ' 2 I '
Ld n “ 4% 2
Purchesed  ~ panasatan . + i 15
~ Swhs Francy [ n : - -
= Ausralan doller . ry
~ Canadan doler Fl V] m
= Cther “ M P %
in [ ] [3 » [
USS illons
[ 1998
Usbiities in foreign Currenchs ok hedgad
Botswara Pyda +36 millon (1998 20 rriiony ,, s
Pewnds Surding 167 milicon (199 177 prlon) b ™
Swias Franca 53 milion »
[ ]

Botswars Fuis 2 14 millon sgainet the $4 Rind.

“The far vk of derivetive instrurrents relects the prof (o) thet would heve arsan I th comracts had basn
teminated at the bulance shwat dats.

("1} . DE BEERS CENTENALY AG
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notes to the consolidated
fingncial stctemenis

31 DECEMBER 1999

3. Relmtnd party wonsections }
mmaummuw”mmmmwm-dﬁm
partios. Thése ‘rawedtiora ary under Sarrm thit e 1o isss vouratle tan thos arfanged wah thid parties. Nesesl
diamonds. are only 3ok to The Dismond Trading Comparyy (Pty) Lid,  conygary i the DBCM group. Tress siss s 2t 2

o aniicipsted Lol
211 Amewciaind campinin
Dertalls of aaeccienc coMpinies ar's found On paga 127, inormnaion that i considard mterial it prodded a Solois:

- Diamond scount Nowm2
~ rwstman incame: Now 3
- rvairaens. Nowe 180
< Camtingur ks o0

237 Amgas dt by o 10 releed parsias
Drbaory vachuces amours. ot by relted pirths of 364 rion (199% $108 rellior)
Cradion induciet KMounts due 1o eslutad parties of $55 milion (998 16 srillan)
3 Subsidiories

Dwweals of i ’ daconred on pages 125 and 126,

214 M boanf _
i pawen fund arranganont s cicopad in Note 21,

05 Searahwilery
Dutabs of major stharehokders ara iscosed cn page 108
316 Disaers
Diractony remunaration & dhciosed in note 100 Dutads of dirkcior s sharshakiings e oo pigs M0

DE REERS CENTENAKY AG

iinterests in major
subcidiary companies

21 DECEMBER 10
Company ioord wiilinary Porvawinge: Bask valuy
thar cupliel Dol direcely of "
b b @mponys
L) il d Ld 1998 i 199e
Secasperited in Losmasiary L1 U m skm
e and gt
Comtarary Holdrgn SA. < '] o D ' m
nturposming n Swicnariond Frm Frm
Dl vty
OCS Carporion 26 - » - e » B
Prancn ot it
Cormerary Dapothury A% = - 06 10y - -
incespereted in the his of Mas - [*-13
Diemiient marndiacimdeg wnd poumesing
Dlairwto Produces Lisdied Owdrary - - L o
Ao - - [ o
Mt i herenbpent
On'Sows Comerary Hrarc pic - - w oo
D v hxkusiel Glasncsek imines Oty - - " w »
[rr— - - o 0
Incorpavend in Bulgiom wm o
Flaswce mnd Suvghrant
ol Hokding WY ™ ™ o ]
Incorparasd jn Servmady ' 1] m
At
Adbwrras Linlind - - Y 0
At L - - 100 ™
Obcrwnd ey
OCS Corporsion Limed - " 00 w
Corriasld Umbnd e = L. ]
Incerprarased in Botromna rm Pn
Diassnd wedlng °
un..n-.—mu-p - - [rey ey
ncorpesutnd in vhe Ariish Y gin iiveis Use s
Papncy el wwmnem
Dutiom Holngs Lt - - "™ w0
#aen Holdngs Limiect > - wo et
gy -
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interests in major

y ist of
subsidlary companias

raateriai investments

3t DECEMBEP 197~ : 31 DECEMEER 1999
=
&
souwed ortnary Parcecuge Bouk vaive L Uotes beld Markat velue
sharn caplenl e el diractly of commpuny’ ; USS$ miliions
athiwivd Subed ar indirectly irace ingernm 3
iy i i 1998 i i £ 1999 ir9a e 998
n 1€m . )
Advaicicraton s it tarsicty e
O Bews hstrial Dimands (o) Ashares (oo o) 7 196 920 i
Bawes 10 50683 405 :
Dimens coemactzring aud presuning X MW7 n
. Grudrary 0 O 3
50 -8
it in We s ' 1267)
- on e i [LT) )
- [ 10 ;
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approval of

annual financial statemanis

The anrual fnancud statements which appoar on pies 29 15 112 have been approved by the board of directon and we sgred

on s behal by

iy i

C\ﬁ

NF DFFENHEHER. GHRAUR
Oireexr
7 Parch 2000 7 March 2000
report of the statutory audizors
Do b Commnry A r et s s 0 o 9w o

A ST o'y Wdiors, we e Bartined the accountng
records and the Iranil itttz of De Beers Carcarary
AL for the yesr endad 31 Dacerrber 1999 presanted by the
boand of dinectors In acoordance with the Swiss Code of
Ohligations. a1 1 out o pages 129 %0 112

Thesa financal ratements are the reponatlity of the
bourd of desctors. Qur rasporuibifly is to- espres g opinion
on theme financhl staerments bused on our st We conm
thit we comply with tha legal requirements concerneg

5 ndependercs.

Cur st wan conducted in sccordance with auitng
standards promulpsted by tha profeision and with

Faderation of Accourtants. which require that 3o Judt
bt plerraed and parfrmed  cbtain resonebie saros

SMaTant presntation We. Deleve that our ludk provdes 2
raaponbht basi for our opinian.
fn our opinion, the accounting records and Snancial

anch the cormpany's Aricies of Association.
W recormend thet the founcial sitaments smitted
0 you be approved.

sbout whether ¥ finencel frme from mkeril
miastitertant. VYe At CxATinEd O a test busis evidence
supporting the Mauntt Snd Ciickonsres in the financial

DE BEERS CENTENARY AG

Ouwloizs W Gobloy GaobH

Ao iy charge

A K Housmnn O VWalaom
o - (ot Apicz)
Lacad Aucdaor Lod Aucdecr
gy 7 Farch 2000

gas o
=

[ETIORT- 79

__" 5.

company income statement

e

FORTHE YEAR 1979
SPr aalillons:
Nels " 19
vt nCome 1 n M
Deducc
Adminitration espencitue ) 4
Net incomve bafire timdtion k- 2
Dacksct:
Toatian 2 2 2
Net sarninga 7 8
Reotalmed aat
Non-distributabie reserve. 3 | 14
Ditributable regarve 9 3 e
Dividusdy paid 3 [ 3
7 m
- . - ’h
company baiance sheet
#1 DECEMBER 1924
Sr millons
Neten [ 1998
Capital ernployed
Shere capial and premist 7 1081 1 46
Norrdistrbutable reserve [ ) X
Diairbtable restrve. 9 3% w
11% 1353
l-“*- 1] 198 10l
et onrrent smpts »w w
Carreat ety “....:.4
Amounts due by ubsidiary companies ”‘
Currare Sabiitton A
“Toation 2 2
Crecitors ] !
Amounts cue 1 subsidiary compisiiss i
[ a o
e 1353
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notes to the company

financlal statements

31 DECEMBES 199
SFr miiions
i 1998
! lwvesteemt incame
Ovichancs from, pubaiiacy companise n Fad
eyt fom subsdany Campenies ] ]
Ead
1 Tanwties
"B or caplts aned remprves 2
L Dividonda paid
Ohidend of Fr 4.~ por dure {{ #98 S &~ per sham)
approvand by the: sharshwicers on |1 May 1555
4 Direclies’ rermiparstion
tensi Sreciors.
Foes (5] o4
Non-asosive discnry,
Foag 5 04
& Aoditors’reowneratien |
Audn ot ) ol al
- M wior than te smpley
mace b parxrs olher ten erplyee 1
V. Share copiial and promive
T Anthesived et S
4m11a(|m4mmammwmd§r.m~m ol 56
Shera premium 50 150
Total Wt shere capial wnd premium. 1081 1016
71 Fach mmied Dy fery Contirmry AG shire i taianad with & paricipation cw sicite imued by De Beers Cantanarys
wholy by Hokdngs (a ; ua TS 0 e Wb
lmes of LiossTbourg) 1 form 2 Centarary unk in scoordance with the provisions of their articies of assoration and
articles: of incorporsticn, repectively.

Each dupositery mospt. of which 399 617 695 are ric! to s cquivalent rumber of De Beers Conmlidaed Hines
Umited deferrad tares, ! arduble agunt the Depostary in nespect of an undivided
sharn b andd 1o the rights, pri  arini ‘ralating w0 & Con y urit Geposited
with ang hald by the Dapoaisary in terms of the depasit Mgrasmens dated 29 Hay 1990 betwaan De Baers Cantanary
Atz wholly owned aibsidry Costterary Depostary AG sl De Beevs Coraoldond Minas Unded.

DE BEPRS CENTENARY AG

¢
J.

notes to the company
finanelal statements

21 DT e

7. Share copitel and praschem (civnd

Dapasiary receipts in e 4650 M1 sbe 412 Teb 500
50 Contanary with acubvrt 10 diposkary fesip. 5000 5000
450 147 600 a7 i

73 Tharcpon of the drectors contins a

of the Dapostary, of daposilery rmcaist holders whose holdng
ailiet thirn 40 v pivtant or mony of the voug rights.

& Nen=disirbutabie repurva
Legal rasunve:
fisiarce i begitving of ¥t poir » &
Tranfesred from e income salemen: 1 "
Bulance it end o e it Ll »

Y 2
Retpined sgmings
Habncs 2l beginning of e yasr 7
Transfarred from (i) the income sesernen ’
Batance ot end of the yer 318

18, lmrestmmants:
Unfistod wholly owned subsidiary comparies st cost
. and [chiuey
Thers wra abigetions in respect of ciites seended
o mibuitiery COMparkS emounting B bied
12 Tiss drencial stabwrnts Fmve bt (OEQE @ cordence
‘with tha provisions of the Swiss Code of Ctigations.
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proposal for the appropriation

of reiained earnings

SPr twnmiads

Aratable ratained carsiny N6
Proposad

Trarafer 1o |egal reserve )20

Divigard [Py

Saturce carried korward 19480

316 190

The proposed dividend of SFr 4 par share wil, ¥ approved, be paid to Cantenary Depositary AG for dtribasion Cantarury
Mwwnnmmnwwusmlm ®

Thlwddl)l'-:ln 7 200

DI BEERS CENTENARY AG

report of the auditors on the

incredse in share capitai

Report of (e Stutwtary Asdicort on the Ropart of Capicel nersase
parsussg to Article 652 CO
of the Board of Iicecton of De Berry Centenary AG
Anted § Decraniar 1993

Ax sexcziory aodicors of yoor ocmpery, wmmhwdwwu
L} 1999, in with the provisious of Acticle 6521 of the Swiss Code of
Obilgat Py

hlﬂnh!ﬂhhﬁﬂ.hmﬁlﬂy of the Bord of Dircctixs, Owr
oxu sudit. We confiom; that we most
tho lagal i ification and i

mrnditm.mﬂmdhwmmﬁm-mm.xmwbyhmh
o Switseriaud, which require that an, gudft be planosd and performed o obtaia sodsoaable
ssucancy shoot whother the Report oo the Incroass in Share Cagitel in freo from malerisl
misstiteineat. We believs that omr sodit provides 5 resscosbio basis for our oplaice.

Basad 00 our sxaminstion, wo conclide that the inforna oo coined tn the Repare of Capdiat
Sacress: dyted 3 Decombor 1999 i comphets and corract, congitios with the lsgad requisemcats
and i in accordance with the resolittion. of the genaral meeting of shareholdees dasd 11 Miry
1999, °

In pusticulac, the value of the taw:s being coptivaed, being & cisim against Sibic Limimd, 3
cumpeny ineorporsaed in the Brifiah Virgin Jalinds i the acomy of USS 25 €74 097 Is o loast
equal 1o l”?ﬁlmhmmmmdmmwﬂnuﬂuhundnw

for Deloitis Pim Goldbry GrobH

4

D Wallss {Tead auntors) A K Heoesraza
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notice of

annuai genera! meeting

AGM on 9 May in Luzern

INotice Is harchy gven that the taerth Livuial paneral meethg
of tharshoiders of e Beers Cantanary AG wil be held
the Grnd Hotal National, {zam, Switseriand on Tuexdex
9 My 200022 1215

Agenda and metions
| To mceive the reporty of the Auditors ind Group
Moy for the francial year ordved 31 Degember 1999

2 To rootive and adopt the Report of the Dwrwctors,
the iU Anancsd sistamensy of the Compary nd of the
£owp asat pnd for the year ended 3] Dacember 1599.
The iciicwiag mation wil bt proposed as Reschution

. )
Na.i:

Tt the Rapon of the Dirtctors for the yeor ended
3 Decamber 1999, ety with the anydl financial
sotements of the Company and of the group ax at and fbr
the peor ended 31 Decombar 1999 mspectival, be
approved and cikpted”

To dpprmue the sppropriion of retained eerTing 1
resommended n the Raport of the Directors and to
Gectue 4 cividerd of S5 4+ par share (sl 10 4 cortires
per Gemenary diposiary receiit)

The following motion wil be proposed sy Newchon
MNe2:

"

"That the appropriation of retained eamings os
recammondsd iy the Repert of the Directons be ovspead
and opproved, induding the dedarstion of o dvidend of
SFr 4.~ par shore {equal b0 4 gentimas per Cantenory
depository receipt) payoble an 24 Moy 2000 to
thanthaldert fegictertd i the Combany’s register of
shsholders an Friday, 31 March 2000

4 o ruify and condim the actions of al perions who held

ofica as members of the Bomrd of Dicectors.

The foliwing merkors will e propovsd 2 Resohrson

Nal

“Thot the dctiors of o persons wha hekd office 0f members

of te Boord of Directors of the Company durng the year

ervdod 31 Decombar 1999 b rotfed and confrad™

To siect an miditional Sirecior and (0 fwsdect those

direcrors of the Company retiring in accordance with

the wrticios of asociation g the regulstions on tha

argarisation issued by the boand.

w

DE BEERS CENTENARY AG

The followng motion. will be propoyed 25 Rascition
Nat

"That Mr £ A Semnor be slecivd ond Mr 3 Ainsley;
Or W Campbell and iy | Gglhie Thompeor b releazd oy
membens. of #he Soard of Diecrs of the Compoany for ©
penid of four yeors, undl the conclision of the vl
fermnl reeting % be hald in 2004

To re-slect Duloitts: Pim Goidoy GibH 21 the Auditors
2 Group Aucdions of the Compans.

[

The folowing motion. wil be proposed ar Resohaton
Nao5:

“That Deloitze, Fim Gotdy GrobH b pa-sfocted as the
Audiors and Group Auditors of zhe Lo pary for o period of
one yeag, untd the condhusian of the o genera! mesting
® be hald i 2004.°

~

To #pprove an amendmeant 10 the artides of asociation
of the Company bry the ntroductian of 3 new Artice. 1o
be numbered 30, in TerE-of which an offeror vl netbe
Bound by the obigaton 1 malka & publ offer under-the
Swim Federsl Act on Stock Exchanget and Securitios
Tradkg,

The folewing motion wik ke gropesed a3 Ressltion
Nag

“Thet the articks of emssociotion <f the Company be amended’
by the oddtion of tha folowing new orode:

30.Ta the extent that the Fedurg! Act on Stock
Exchonges ond Securities Trading appiias to the
Compary; o ‘acparer of shores of the Compary & noc
bl to midke o public bid in ocronce wii Arides
32 o 52 of the Federl At an Sack Excporges ad
Securives Troding (Openg-ous) ™

The fallowing doasments wil b salable for sharehalders
il the Hesd Ofica of the Company {Langenandiirasse 27,
CH-5000 Luzern 14, Switzartand) from 17 April 2000
Qnwards: the Report of the Directory, naarparating the
Proposal of the directors relating to the appropriztion of
retainwed carvngs and decharation of a dhidand, the mmal
frandyl sttements of the Company and of the group and
the Aurdtors’ wd Group Audiony’ repocts.

s ol D A

m1

®

ATk

£

notice of

GnnucGi genarad

Ragistered sharchoidart. shak be entitied: to stind, speak
and vote at the mmeting either in perton of by proxx A
prooy nead not be 1 sharsholder: Sharehokirns wilvng 10
atiend the metting by proxy may Coniplete the form of
prany which acoMGnies this Nobior, Shanshoisers may be
required 1 produce therr tham osrtibcites =t the mesting
and 5 astablish thelr identity to the satlsfaction of the
dmctors.

Prosis for depeited shares s contamplatad in artide 689
ol tha Swiss Code of Otiigaions are hereby roquested: to
notify th Compary by no leter than 1115 on Fridry 5 May
2000 of the wmcunt of shares they repnesent. Proodes for
deposited shangt ane desinad to be those institutions which
are subject 1 the Swiss Sederal At on Barks and Seing
Banks of 8 Novembr 1334 a5’ well as profekionyl asset
gt

meetin

cantinud

Tha hokiers of Centenary deposhary recepts izsusd by
s > 1 AG il b armitiedt i

the terms and conditions of such Centenary depesiny
recripts, to attersd wd spask (B not 1o vole) t e 2y
general meeting or o appChif 1 prosy ¥ Mtand and spesk.
thereat in thelr sidael

D BEERS CBNTENARY 4G
The Boar of Carecory

17 Apr 2000
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contact

cddressas

continued

Repressatatives of Da Bewrs in various countries omn be corenctad at the follewding esdrames 1

ANGOLA

_ t::unﬁ-.n—n

AUSTRALIA

CHINA
Aaor ik, vk 3

Huvinrsan Cimre, Ma. 14 in Guo

i M Avaron, o 10005

HONG KONG

16 ¥ilion Scrmes, Soudh Yarry s Pimqe, Kiewick Carre
m Vo 1141 X Halpuned Lo, Canered
BELGIUM INDIA
Andims fnging - 3 Fioer Advancudt Susivase Corern
H Schupmnac 21, 201§ Arewary 8 Makar CunbarsW
Nartomm folem, gal 400 01
BOTSWANA -
A M Hous. Kwms Craces EMEL Phaichn Py
Galvarooa Naswr il {1000
CANADA IBAAEL
Sua 1508, aca iasing = Aome, 20174
¥ gt Huplirge Sres, | Jnlitenhey Sires:
v 0
-
1 Wilkern Margen Drive
Torona Ovtaric FIH 116

NAMIMA
o0 Piner; Namoeh Canera.
10 Skou Sares, Windbroak 9050

RUSSIA
1 2rel Plaar.7 Chayan Soremt.
Pemmwer 120067

Ls vergion framcaiss de or reppart pevt dtre cbtanus er sdrenes sevantay

Bunque Arumelieg Laenbert SA
Averuie Martie 34
B 00 Bruomiien

CGénitrals s Bungea
RIS (RA) A
Moniaget i Pt 3
51000 Sraamilus

Agstwarp Dbdrmrsitark NV
Poiliaanatree 54
8-2010 Arrvery

Eine detrtsche Fasneng diessre Publiiotion et erhiiislick vas:

Canarary Deposiary AG
Lasgumederune 7
CH-4000 Lemars 14

Cradii Sulass. First Boson
Vntlibagtryany 231
CHAEM Zonch

UBS AG
Infomanagamant |LOCCE

Posteoh
CHSON Zawch

UBSAG

Duumachs Bunk AG

48713 Franidort e Muin
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RECOVERY

R T M B Gogcmcis
. foasiisiity saindy for the of o neis. théstinent picvit to ré o
b uneconomic resourcat will be compiated during 1999.
Metric vons Carats Carats per 100
treated recovered metric tons _ ‘
1998 1997 1998 1997 1998 1997
Finsch 3 969 000 3739 000 2165060 2225779 545 595
Kimberiey 4170 000 3792000 682 924 612 160 164 16
Koffiefontein 2302 000 2 058 000 ‘158 392 136179 69 6.6
Namaquatand 6 069 000 5 701 000 768 480 796219 12,5¢ 13,8
Premier 3 058 000 3 203 000 1391670 1 452 055 455 453
Menetia 3326000 3 414 000 4495489 4336190 1352 1270
TOTAL 22894000 21 907 000 915 9558 562
* The grode caladation exdudes 7 758 canots (1997:8 571 conats) produced by surf zone controxtors.
REVYIEW OF OPERATIONS 25

Lt



REVIEW OF OPERATIONS

of the flood, the road to the Buffels Marine
Complex BMC) was washed away and no access
was available for four days. At the Buffels Inland
Complex (BIC), ore could not be transported
from the mining area to the treatment plant for
five weeks.

Overtburden stripped increased by 1 193 000
tons to 23 935 000 tons, of which 47 per cent was
stzipped by the dragline opersting on a two-shift
basis, 42 per cent by shovel and articulated dump
truck, and 11 per cent by the 631 scraper fleet.

At the BMC, where 4 196 000 tons were
treated, including tailings re-treatment and
contractor miining, the AK3 plant continued
operating on a single-shift basis, with Tweepad
plant on three shifts.

At'the Koingnaas Complex (KNC), the
Koingnaas and Michells Bay plants operated on a
two-shift and singleshift basis respectively, treating
a total of 1 210 000 tons.

At the BIC, 295 000 tons of ore was treated at
the Langhoogte plant on a double-shift basis.

Continued efforts to improve efficiency resulted
in tons per man year improving by five per cent
over the record achieved in 1996. Further
initiatives are planned to increase efficiency,
including in-field screening at the BMC in order
to remove waste fines prior to ore hauling and
treatment, and in-field scalping at the KNC, in
order to remove oversize waste from the ore.

PREMIER MINE
H G Gastrow — General Manager
Underground production at Premier was sourced
from the BAS mechanised black cave, the BB1
East undercut and, to a lesser extent, the old
L2 block. Mining in the L1 block ceased in early
1997 owing to resource depletion.

110 000 tons were re-treated from the old
tailings dump compared with 336 000 tons
in 1996.

Salvage operations in the old L blocks and

. infrastructure development in the BB1 East block

cave continued throughout the year.

The pre-feasibility study to assess the viability of
a further block cave was sufficientdy encouraging
to warrant a similar assessment of the viability
of modernising the treatment plant and of com-
mencing sampling of the resource below the
current production horizons.

With a view to upgrading skills and competence
levels, considerable effort was devoted to adult
educn;inn, performance management and career
pathing initiatives.

Qutsourcing of all non-core activities continues
to benefit the mine. Most residential propertics in
the village of Cullinan have been transferted into
private ownership, and negotiations for the transfer
of municipal services have commenced with the
local authority. Cullinan continues to be a popular
destination for local and overseas tourists and a
number of small and medium sized enterprises have
been established in response.

VENETIA MINE

H R Rood — General Manager

At Venctia mine, the recovered grade de-
creased marginally as a result of additional
treatment of lower grade K&, K7 and K10
kimberlites intersected in the waste cuts of
the K1 pit.

Of the kimbetlite mined, 2 853 000 tons were
sourced from the K1 pit, 310 000 tons from the
K2 pit and 251 000 tons from the other kimber-
lices. Waste stripping amounted to 9 001 000 tons
from both the Ki-and K2 pits compared with
7 927 000 tons for 1996.

The environmental review completed during
the year has identified further environmental
objectives which will be addressed in 1998. It is
intended to gain 1SO 14001 accreditation towards
the end of 1999.

1997 1996 1997 199
Finsch 37390600 3 550000 2225779 2078785
Kimbexdey 3792000 3278000 612 160 561 024
Koffiefonteir: 2058000 1913000 136 179 137 643
Namaqualand 5701000 5337000 796 219 706 548
Premier 3203000 3266000 1452055 1618248
Venetia 3414000 3341000 4336190 4283929
Total 21907 000 20 685 000 95585829 386 177

* The grade calenlation excludes 8 571.carats (1996: 10 921 camis) produeed by surf zone contractors.



REVIEW OF OPERATIONS

At Dutoitspan mine a relatively high grade core of ore
of some 300 000 tons, located within the low grade
Dorstfontein ore body, has been identified for mining by
means of the vertical crater retreat method. It is
envisaged that the successful employment of this mass
mining method may pilot the way to a future method of
exploiting large volumes of low grade underground ore
reserves located within the Kimberley mines.

Attention is being given to finding economic means
of re-opening the Kamfersdam mine and to the retreat-
ment of dump material, as a way of extending the life of
the Kimberley operations, whose underground mines on
present plans are due to close shortly after the turn of
the century. The underground mine plans also continue
to be under regular review.

KOFFIEFONTEIN MINE

Production was lifted by 138 000 tons over the 1995
figure in order to compensate for the lower-than-
expected recovered grade during the first nine months of
1996.

Tonnage was sourced from the 290, 320 and 370 metre
levels using blast hole open stoping and sub-level caving

. mining methods. Development tunnelling amounted to
4 056 metres and included infrastructure for the front
cave mining method.

The front cave on the 480 and. 490 metre levels
reached the vertical slot position during the year in
preparation for the start of undercurting during 1997,

Also in the Free State, plans are in hand to commence
bulk sampling of the Jagersfontein dumps early in 1998,
with a view t the establishment on these dumps of a
commercial retreatment operation. Sampling will start
shortly on the dormant Voorspoed mine with a view to
reassessing ‘the economics of bringing it back into
production.

NAMAQUALAND MINES

Overburden stripped increased slighdly to 22 742 000
tons, of which 45 per cent was carried out by the drag-
line operating on a two-shift per day basis, 44 per cent
by shovel and articulated truck and the balance by the
traditional scraper method.

The increased throughput in 1996 amounting to
1 960 000 tons was attributable to the re-opening at the
Buffels marine complex of the Tweepad plant which
resumed production at the start of 1996 with three shifts
per day. The AK 3 plant reduced operations from a two-
shift basis to a single-shift operation in order to make its
lifespan equal to that of Tweepad. 3 837 000 tons of ore
were treated at the complex to achieve a total produc-
tion (including tmilings re-treatment, contractor mining
and prospecting) of 280 634 carats, of which Tweepad
contributed 127 098 carats. The production grade of the
complex was 7,2 carats per 100 tons.

The lower overall grade is also the direct result of the
volume of production that came from the weatment of
low-grade ote at the Tweepad plant.

At the Koingnaas complex, the Koingnaas and
Michells Bay plants operated on a two-shift and single-
shift basis respectively, treating a rotal of 1 196 000 tons .
of ore. Including contractor operations and prospecting,
output reached 392 307 carats at an average grade of
32,1 carats per 100 tons,

At the Buffels inland complex, 305 000 tons of ore
were treated at the Langhoogte plant on a double-
shift basis. This produced 33 606 carats at a grade of
11,0 caracs per 100 tons.

The main new development in 1996 was the re-
commissioning of the Tweepad plant. During both the
pre-production commissioning period as well as through-
out the year numerous modifications were made to the
plant, aimed at improving productivity and security.

ProDUCTION
METRIC TONS CARATS CARATS PER 100
TREATED RECOVERED METRIC TONS

1996 1995 1996 1995 1996 1995
Finsch 3550000 3496000 2078785 1722597 58,6 49,3
Kimberley 3278000 3315000 561024 593 630 17,1 17.9
Koffiefontein 1913000 1775000 137 643 123213 7.2 69
Namaqualand 5337000 3377000 706 548 623 985 13,0* 18,1*
Premier 3266000 3666 000 1618248 1633297 49,5 44,6
Venstis 3341000 3192000 4283929 4353419 128,2 136,4
Toral 20685 000 18 821 000 386 LR 79050 141
* The grode caloularion exchudes 10921 cavazs (1995: 11 839 carats) produced by surf sone conractors.
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REVIEW OF OPERATIONS

Sifery performance in terms of the NOSA grading
ymproved by four per cent and the mine retained its
NOSA Five Star grading after an unannounced audit in
November 1995. The disabling-injury incidence rate of
0,91 at the end of 1994 improved by 36 per cent to 0,58
at the end of 1995.

KIMBERLEY MINES

As in previous years, production from the Dutoitspan
mine came from the 870 metre block cave while
Bultfontein mine's output was derived from both the
845 metre block cave and the 720 ta 750 metre rim
loading scction. At Wesselton mine, production
continued from the 995 metre block cave, drift
construction of which was completed during the second
quarter of 1995. '

Tailings dump treatment continued throughout the
year, with these sources providing 46 per cent of the
total planc headfeed.

The miring of debris dumps by a mining contractor
continued during the year, with the treatment of
577 000 tons at an average grade of 8,5 carats per
100 tons yielding 48 935 carats.

The disabling-injury incidence rate for 1995 was 0,70 .

compared with 0,42 in 1994.

KOFFIEFONTEIN MINE

Throughput at Koffiefontein mine increased by
133 000 tons in response to a decrease in grade as a result
of sidewa.l failure and a commensurate increase in waste
dilution. Plant feed included 9 000 tons of surface
material. Diamond production totalled 123 213 carats at
an average grade of 6,9 carats per 100 rons.

Production tonnage was derived from the 270, 290 °

and 370 metre levels. Lateral developrent amounted to
2 655 metres, mainly on the 290, 320, 370, 480 and
490 metre levels.

Regrettably, three disabling injuries were recorded a5 a
result of which the disabling-injury incidence rate
deteriorated during the year from 0,24 in 1994 t0 0,32 in
1995. However at the end of June, one million disabling
injury free man hours were achieved.

NAMAQUALAND MINES

An increase of 6 300 000 tons to 22 484 000 tons of
overburden stripped during 1995, in preparation for
the re-opening of the Tweepad plant, was achieved
mainly by changing the dragline to a two-shift per day
operation.

At the Buffels marine complex, the AK3 plant
operated on a two-shift basis, with the bulk sample
plant operating on a single shift. From 1 926 000 tons
of ore treated, carat production, including tailings
re-treatment, contractor mining and prospecting, was
201 996 carats at an average production grade of
10,5 carats per 100 tons. Scraper stripping operated on
a single shift and the dragline on two shifts per day.

Tweepad plant was refucbished during the year in
preparation for production to resume on three shifts
per day in 1996. The AK3 plant will change to a one-
shift operation in order to equalise the lifespan of these
two plants. The overall result is that diamond
production for 1996 is forecast to increase by some
12 per cent.

At the Buffels inland complex, 300 000 tons of ore
were treated at the Langhoogte plant on a two-shift
basis, which yielded 49 081 carats at an average grade
of 16,4 carats per 100 tons. A

At the Koingnaas complex, the Koingnaas and
Michells Bay plants operated on a two-shift and single-
shift basis respectively, treating a total of 1 151 000 tons
of ore. Carat production including contractor mining
and prospecting was 372 908 carats at an average grade
of 32,4 carats per 100 tons.

|

X
CARATS CARATS PER 100

RECOVERED METRIC TONS
1995 1994 1995 1994
1722597t 2253 448 49,3t 712
593 630 595128 17,9 18,0
123 213 127 725 6,9 7.8
623 985 662 302 17,9+ 19,1%

1633297 1666 7132 44,6 45,5
4353419 4912388 1364 118,5

S9050:0417,,10 227 723

PRODUCTION
METRIC TONS
TREATED

1995 1994
Finsch 3496000 3163000
Kimberley 3314000 3311000
Koffiefontein 1775000 1642000
Namaqualand 3377000 3392000
Premier 3 666 000 3 665 000
Venetia 3192 00C 4153 000
Total 18 820000 19326000
t See text
* The grade calculnsion excludes 1] 839 carats (1994: 12 704 carats) produced by surf zone contractors.
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MEDIA STATEMENT BY THE MINISTER OF MINERAL
AND ENERGY AFFAIRS, MR R F (PIK) BOTHA
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For Immediste Release

o
Pretoria L v ' \J,
" R 7
Wednesday, 18 October 1998 &’

CABINET APPOINTS A COMMISSION OF ENQUIRY INTO THE
SQUTH AFRICAN DIAMOND INDUSTRY

Tha Cabinet todey approved the eppointment of a Commiseion of Enquiry
futo the Sonth African Dismond Industry.

The terms of refixsace of the Commission will be "o investigate and report
on all aspecis of the South African Diamond Industry, in partieular:

o Govemment regulation of and involvement/interveation in tho industry,
including the provisions of the Diamonds Act of 1986 and the Minerals
Act of 1991; the roie of the South Afkican Digmond Board; the ‘
effectiveness or otherwise of illegal dismond buying (IDB) provisions; and
relsted matters,

o the supply of rough and \npolished diamonds to the local processing
industry;

o the industry’s contribution to state revenue and the balance of payments as
well as to job and wealth creation;

¢ intemngtionsl models selevant to the local industry;

-

&/
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s theinfluence of foreign compnics and internstional diamend combines or
the supply of diamands to the South African Dismond Industry snd the
sxport of diamonds from South Africs; and

e sny other matter considered relevant by the Commissicn."

mCommunmmnbeMedbytjMpumdbytwom Their
namas will be made poblic as soon xs thay have besn nominated.

The last Commission of Baquiry into the South African Diamond Ipdastry
waa completed more than 20 years ago. Since that tiowe there have beon
many impartsnt changes and developmeénts in the diamond industry. A new
investigation is now requined in view of cancerns of parties both within the
industry and those outaide it. There is also & need to serutinise end evaluate

existing palicy, legal provisions and regulatory messures,

These concerns include: Government regulation of and invalvement in the
industry; the lack of rough diamond suppliss for the local cutting industry;
ceértain provigions of the Digmonds Act 1986 and Minersls Act 1991; the role
and oompoaition of the South African Dismond Boerd; the ineffectivencss
cxisting IDB laws; the rols of the Scuth Africen Police Sarvice's Gold and
nwmmmmmmmmdmmmm _
practioss i the industry; taxation issues; the minimal role in the

industy of the previcusly disadvantaged: and ia general the manner in which
the industry is being doveloped and administered.

Enquiries: Roland Darroll

Phone: (o) (012)322 8695
‘() (012)43 3394
(celiuler) 082 5527904
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DATE STATION TIME PROGRAMME DURATION
15/09 SAFM 07:15 AM Live 6 minutes
36 seconds

John Pearlman: That’s Patrick Lawrence who is the Editor Focus of the Helen Sizman Foundation
joining us on the line from New York, it’s 07:15. Government as we’ve reported earlier this week is
taking a closer look at what De Beers did in the mid 1990’s in the lead-up to the 1994 elections,
according to reports running first in the Mail & Guardian the company shipped 19 million carats
amounting to about 3.5 tons of uncut diamonds out of South Africa to London and managed to avoid
paying tax on the gems, because of a deal ... (coughing) ... excuse me, struck with the South African
Diamond Board, now the standing committee on public accounts in parliament has said they want this
investigated but to get a De Beers response we’re joined now by Gary Ralfe, who is Managing
Director for the De Beers Group of Companies, Mr Ralfe welcome and thanks very much for your
time, you’ve seen the reports, I’m certain you know what the issue is all about, what is your response
to that, what is De Beers saying?

Gary Ralfe: Mr Pearlman, first of all good morning to you and to your listeners and thank you very
much for the right to reply to the interview you carried yesterday on AM Live, I want to refute upfront
and categorically, the slurs that have been made on De Beers reputation, firstly the insinuation that we
exported diamonds or retained exemption from export duty in an improper way, and secondiy the
allegation that we made an exceptional export of 19 million carats of diamonds, quote — ‘Ahead of

1994 elections’, unquote, our records which have been maintained meticulously for 20 years as you
can well imagine, demonstrate that both of these allegations are false, De Beers is a proudly South
African company and an ardent champion of the new democratic South Africa, and what I can do if

you would like, I think your listeners would be interested to hear the historical background of this?
John Pearlman: Can we just get into some of the facts though, I mean you were saying that the
amount shipped in the period in question, the matter on the table was not an unusual amount, is it that

they’ve got the figure wrong or they’re quoting that figure as unusuatly large when in fact it’s not?

Gary Ralfe: They have got the figure wrong ...
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John Pearlman: Okay, what is the correct figure?

Gary Ralfe: It is not as large as that, the amount that was exported was 11 million carats and that was

in line with our production in South Africa.

John Pearlman: So in other words, 11 million carats in the year in question would not have been an

unusual amount, what ..., what would have been the range in that time period for a typical export?

Gary Ralfe: Right I can give you them right here in ..., in the year *93 there were 10 miilion carats
exported and 94 as I say - 11 million carats exported, in *95 — 9 million carats export, following year

9 million carats again ...
John Peariman: Okay so ...
Gary Ralfe: ... that’s it in the range (unclear...interruption)

John Pearlman: ... so we’re in the range there from the figures you’re giving us, now one of the
other things that in the Mail & Guardian story, they talk about duties paid to the diamond board,
ranging between 19 million and 56 million rand per year in the proceeding decade, presumably
revering to the 1980’s, they say — plummeted to R15 000.00 in 1991, for those of us who don’t know
the dynamics of these payments and how they work, that sounds like an extraordinary shift, can you

offer us some clarity on that?

Gary Ralfe: I would love to, let me say that the diamond act of 1986 is the pivotal interface, before
that there was a swinging 15% export duty on all diamonds leaving South Africa and the purpose of
that was not so much fiscal as to discourage export in order that supplies were made to the mass in
South African diamond cutting industry, what the 1986 act sought to do was of course to continue to
ensure that the local cutting industry was adequately supplied with rough diamonds and it set up a
regulator called the South African Diamond Board, the members of which are appointed by the
minister but the act refining the previous fiscal mechanism also made it possible for diamonds that
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were suppurthless [sic)[ph] to the needs of the cutting industry in South Africa to be exported free of
export duty and thereby bringing the export of diamonds into line with other mineral products which
historicelly had never been subject to any export duty and if I can go on, De Beers has always been
the major supplier of rough diamonds to the South African cutting industry, and of course is
committed to doing so, to remaining so, but the reality and the commitment are recognised by the
consistent authorisation, month in and month out, since 1987, that’s nearly 20 years now that the

South African Diamond Board has given to De Beers export and to it’s exemptions from export duty.

John Pearlman: Now where are you gonna go with this next because it’s, it’s been talked about in
parliament, it’s been talked about in the media, have you and government been in discussion and if

you have, for how long has that been going on?

Gary Ralfe: Mr Pearlman, we have had no question or challenge from government in the recent past,
but in 1999 the auditor general instituted an audit of the whole procedure and although we were not
privy to the certificate of the auditor, it must have been positive because from 199 to this day our

authorisations for export and our exemptions have continued to be made without exception.

John Pearlman: Just ..., a final question Mr Ralfe, I'm again revering to the article that I suppose
brought this out into the public domain, they talk about an agreement by which those diamonds were
exported and they go on to say — Diamond Board Chief Executive — Louis Selekane {ph] has said they
cannot find the copy of the agreement which ..., I think you’ll probably agree contributes to a climate

of suspicion around this particular thing, is there, is there such an agreement and if so do you have a

copy?

Gary Ralfe: Indeed we’ve got copies, these are regular agreements, they’re sometimes done as often
as once a year, regular agreements setting out the terms of which diamonds are classified what we cali

— category 3 and which of the diamonds which should be sold here or equivalent diamonds sent to
South Africa from London.

John Pearlman: Thank you very much, that’s Managing Director for the De Beers Group of
Companies — Gary Ralfe joining us on AM Live, well more clarity on that story, more food for
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thought, we’ll keep watching it as it unfolds here on SAFM — South Africa’s News and Information
leader.

A ing South Afric
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14/09 oh SAFM 07:11 AM Live 3 3 minutes
40 seconds

John Pearlman: 07:11, to Parliament now, the standing committee on public accounts, once a legal
probe into reports that came out in the Mail & Guardian last week, that South Africa’s leading
diamond market, in fact the world’s leading diamond market at De Beers had avoided paying a 15%
export duty on the basis of a deal purportedly struck with the South African Diamond Board, this goes
all the way back to 1994, and refers to 19 million carats of diamonds, about 3.5 tons of unpolished
stones shipped out of the country ahead of the April elections, well to find out more about this because
SCOPA briefed parliament yesterday, we’re now joined on the line by the ANC Spokesperson on
Public Accounts at SCOPA — Vincent Smith, Mr Smith welcome and thanks very much for your time,
what does SCOPA want to happen?

Vincent Smith: John, good morning, we’ve asked the Auditor General to get together with the
Diamond Board, Treasury, SARS and the Department of Minerals and Energy to get to the bottom of
whether this money is due to the states and why was it not paid, and on the basis of their findings we

will then take a resolution or we’ll take further action as is necessary.
John Pearlman: Now had you heard about this before it was published in the newspaper?

Vincent Smith: Yes we had, the auditor general had produced it in his reports and we also had
interaction with the auditor general earlier this year in Saldanah where he also raised this issuc so we,
we had known about it before the media report and in fact our resolution was adopted before it came

out in the Mail and Guardian.

John Pearlman: Now I don’t understand the legislation in all of this but I'm just working off the
reports that are here, apparently there are agreements struck in terms of the 1986 Diamond Act that
certain stones can be moved out duty free but it’s the validity of those deals that’s at issue, the export
of rough diamonds is subject to a 15% duty, can you explain any of this, is there a difference between

rough diamonds and polished diamonds, how does this all work?
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Vincent Smith: John I'm not the expert in that regard, but from this point of view ... (unclear...[sic])
permission to export without paying can only be granted by the diamond board, the diamond board
doesn’t have any evidence that, that permission was given, now we also know that the diamond board
has changed quite a bit since then, so our only interest is, was there permission given, if there was
permission given, please give it to us so that we could look at it, if there was no permission given,

why then was the tax not paid.

John Pearlman: Now, to what extent have you had discussions with De Beers, obviously they’'re
aware of this issue, it’s come up as you say, well before the newspapers got hold of it, what have they

said, have they said anything to SCOPA or to anyone else?

Vincent Smith: No we have not any election with De Beers, we’ve spoken to government agency,
then government department and that is why we’re asking the auditor general to, in the first instance,
talk to treasury and other government agencies and I would assume that they then would interact with

De Beers and give us a report back, but we have not had any direct interaction with De Beers at this

point.

John Pearlman: Now we’ve got the diamonds amendment bill that was tabled in parliament earlier
this months, is that aimed at closing these kinds of loopholes, I know it’s got a broad range of things
that it covers but is it particularly targeted at these kinds of things?

Vincent Smith: I’m not, I’'m not sure that it’s particularly targeted just for this type of thing but I
would imagine that these type of loopholes will have in-covered in that bill yes.

John Pearlman: Thank you very much, ANC Spokesperson in the standing Committee on Public
Accounts down in the National Assembly — Vincent Smith, joining us on AM Live, it’s 07:15.

Monitoring South Africa:
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DE BEERS/ALEXKOR

Not so fast, fol

De Beers' deal with government runs into

trouble with Richtersveld community

— 1& - ot -
Nicky Oppenhéinter and Buyelwa Sonjica Thelr agreement is said to

break g_overnm'_ent promises

Far from the magnanimous gesture it
was made to appear, the receist deal -
between De Beers and the department of
minerals & energy (DME) to merge
mines and create a state diamond trader
(SDT) is an attempt by the diamond
glant to settle an apartheid-era debt.

The merger of De Beers’ Namaqualand
mine and state diamond mine Alexkor
also had the unintended consequence of
opening up wounds — it has spurred the
Richtersveld land caimants into threat-
sning legal action.

After neatly a decade of fighting with
jovernment, the Richtersveld community
‘ast year won their land claim over
Alexkor in the constitutional court. The

78

FINANCIAL MAIL MARCH 9,

land claims court is now deciding on the
quantum of restitution that nieeds to be
paid to the community.

But government’s deal with De Beers,
Nicky Oppenheimer and
minerals & energy min- L
ister Buyelwa Sonjica in i
early February, contra-
venes commitments made
by the state previously,
says Henk Smith, the Le-
gal Resources Centre at-
torney representing the community, in a
letter to the DME and De Beers.

In the letter he lists the undertakings
as a promise by government in May

2007

|
z

2003 that it would not sell or encumber
the Alexkor assets and a memorandum of
understanding in October last year to
find ways to come to 2 workable model
for restitution.

In the letter Smith asks to be given a
copy of the agreement between De Beers
and the DME. He is also preparing to
apply to the courts for an interdict sus-
pending the implementation of the deal,
which appears not to have been pre-
sented to the community ahead of the De
Beers press briefing in Rebruary.

Smith adds that the state’s response to
the request for a copy was to say the deal
had nothing to do with the Richtersveld
community and a copy would not be
given to them.

De Beers spokesman Tom Tweedy says
the company felt that procedurally it
should first negotiate the deal with the
DME, before involving Alexkor’s share-
holding ministry, the department of pub-
lic enterprises (DPE), and the Richters-
veld community.

The structure of the deal itself —
which is not.yet public — is set to grant
the community a 49% shareholding in
the dew mine as well as half of the 20%
stake in the Namaqualand mine, which
will be warehoused in a special-purpose
vehicle on behalf of the DME to create a
future empowerment platform.

De Beers believes that putting Alexkor
and Namaqualand together will allow the
joint operation to trade more profitably
a5 they can exploit economies of scale.

As one De Beers insider put it, “the
community will have more money than it
Inows what to do with”.

That might be so, but Smith believes
pre-empting talks with the community
also undermined their own ambitions to
seek out a mining partner of their own
choosing. Smith says he learnt of the deal
when one of the diamond companies the
community hed been in negotiations

with on 8 R500m recap-
italisation of Alexkor
called from London to
ask: “What the hell is go-
ing on?”
Sources say public en-
terprises minister Alec Er-
win previously stated that
the community should not deal with De
Beers. De Beers was the community’s
first choice, but governmeant feit that the
company was & reluctant adopter of the




and they [Koseff and Kantor] made it
clear they expected us to turn around
quick]y In the heat of the battle, you had

ings growr.h of just under 40% (for the
six months to September 2006), with

more expected when it announces its
year-end results later this month. Its
portfolio of businesses is now more bal-
anced, with private banking, which had
undergone its own crisis in 1998 but
subscquently recovered strongly, being
the largest contributor.

This allows the bank to operate far

re effectively in a poor economic en-
" Jnment than when it was geared to-
wards investment banking and trading.
“The levels of annuity income from asset
management and private banking are far
higher,” Leith says. “We're far more de-
fensive now than we were in the past”

Investec has also focused on building
its businesses organically, compared with
its acquisitive appetite a number of years
ago. Though, as Koseff says: “That
doesn’t mean we aren'’t always locking
for opportunities. We'll make acquisi-
tions when we can, like we did in Aus-
tralia with the purchase of [investment
bank] NM Rothschild. But our key
growth driver i8 organic.”

All three regions and all five business
areas are poised for expansion. Though
there seems to be no lid on growth in SA,

he UK and Australia the oppor-
- )tws for growth are perhaps even
Le:ter, given that the group still has a
relatively small market share there.

The Australian business took off after
it bought small mergers & acquisitions
specialist Wentworth in 2001 Iis pur-
chase last year of Rothschild gave In-
vestec further impetus as well as a pres-
ence in Perth to add to offices in Sydney,
Brisbane and Melbourne. CE of the Aus-
tralian operation Brian Schwartz says
Investec’s initial focus in Australia was
investment banking. Now property lend-
ing is a “substantial business”. ‘Australian
operations’ operating profits grew by
60% for the half-year to
2006, while staff numbers have increased
from 168 a year ago to 240, and 44 more
are being recruited.

Schwartz says he will continue to look
for *bolt-on” acquisitions, but will also
grow organically. Hé wants to double
Australia’s 5% contribution to group
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EARNINGS CONTRIBUTIONS

By region
(% of 2005/06 operating profit)

-SauﬂumAMu
-UKMW

pmﬁhmthene:xtfewyeam
Investec’sUKbnmneesshumda%%
increase in operating profit in the six
months to September 2006 and con-
tributed almost 40% of total profits.
Fried says the plan is to expand ag-
gressively. “But we have been vigilant
abouthowwegwwandcamfulabout
costs”
Otherbuxmessunm;axpa.lsoexpe-
riencing strong growth. The head of pri-
vate banking in SA, Paul Hanley, says
there has been an explosion of wealth
and the number of clients has more than

By business unit
(96 of 2005/06 operating profit)

29

.Pamtedmncﬂvﬂbs

W Treasury and speciaisad finarce W Asset management

-lmmmbam 17 Property acthy.
BOURCE: INVEST..

dm!bledmthepasttwoyeam.‘mthe

'UK.formmple.wesﬁllhaveonlyal%

market shire” he says.

Mm English soccer &8 an anal-
ogy for Investec’s position in the global
blnkmgleagu& “We're still in the bottom
league and have to reach the premier
division,” he sayz. *We don’t have the .

“csipital bage or.the number of people that

8'Goldman Sachg or a’'Merrill Lynch has.
But Invéstec has built a reputation and .
has g credible brand. It's about quality as
oppoaedtomzeandaboutbemgdm- B
o mm-y

The Koseff and anfor’ s

Invmlnlsﬁﬂwhanitwasasix-
year-old leasing company. They re- .
hnnchednmddmlopeditmm
is now a “specialist” bank, anid have.
obviously formed an almiost symbiotic
relationship, speaking on the phone at .
least 10 times 2 day if they are not in
ﬂwmmek)eaﬂon.mmliveshm-
don and Koweff in SA.
Asweﬂasbuﬂdmghwmcinma
banpk straddling three contipents, Kos~
eff and Kantor are ¢redited with In-
vestec’s revival after its 2003 slump. .
As CE and MD, Koseff says their job
now is $o “give counsel’, and they are
both actively involved in the risk man-
agement of the group. “We've passed
ths foander-business stage and we
have strong management who run their

-own bussinesses” he says.

The two complement epch other in
their kills and personalities, which is-

.probably the reason the team has'been
* 80 suocessful. Koseff says he is strong

on ‘the technical and financial side,
while Kantor is strong on marketing
and people issues, “I tend to avoid
issues whereas Bernard puts them on
the table, Kme&sm‘Bntsomeﬁmes
wesmpro]es.”
Mwyshhmmagementstylem
notto bully peeple bat to ixvite their
input. *I Like people to question and
chellenge. Sometimes I'm rude and
abrasive, but people know that 1look
after them. Some people are scared of
me, but I have a big bark.and no bite. I
am encouraged by energétie and en-
thugiastic people. Tim more empathetic
thanco!danddiﬁml. Ihdhrhp-by
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P O
country’s transformation agenda. produce diamonds for the state would be
! So the community looked for other an obvious strategic advantage for the
; partners and was speaking to Cyril SDT, as it would ensure security of supply.
Ramaphosa’s em- DME deputy direc-
i powerment vehicle i tor-general Abe Mngo-
:%;fm.iukaResourws, The mezu}usaysat;x:ragree-
, listed Trans R ment came years
Her, whichhasop-  RICHTErsveld of talks between De
erations in the area, : H ! Beers and t
and Clfford ph- -~ COMMUNItY Will } 0 mony it was
ick's Gem Diam . ing i
e pemends:have more e s
b e e MIONEY than it seemens peoveen
Wsthe PMthatthe KNOWS what to Beers.
. uedl] developed nat- Mngomezulu says

the lease agreements

_ hny’s interac- were complex and
tions with the DME ~ DE BEERS SOURCE| open to interpretation.
on the restructuring At some point De
of its SA aperations. Beers interpreted the

Namaqualand has only three years of contract as implying that it no longer
life left, according to its current plan, but  had to pay and so it stopped. He adds

is & mature operation which has not

that no-one has been able to calculate
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But to try to resolve the issue it was
suggested that the state take an interest
in Namaqualand, while De Beers would
also help set up and manage the SDT for
three years. Mngomezulu says the three-
yéar contract could be extended.

This could well mean that the SDT will
take over the infrastructure of Diamdel
SA, the De Beers operation that sells to
cutters who are not sightholders
(screened De Beers customers).

Attempts to get De Beers to confirm
details of the deal were unsuccessful.

According to Mngomezulu the plan is
to have all future Alexkor production
sold to the SDT. He says negotiations
with the DPE will begin once further
details have been agreed to.

Behind the scenes, De Beers share-
holders have been meeting the
Richtersveld community to try to avert
legal action. At the time of going to press
Smith said the community was getting
conflicting reports from De Beers and no
decision had been made on interdicting

—— e

|
|
i
!
|

made money for years. exactly how much money De Beers owes
Ngeobo says cregting a new mine to the state. the transaction. Nicky Smith
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Glenrand M-I-B Is proyd to: announoe that we have been appohbd #s insurance brokers to the world’s
largest rapid rall systém project current!y under construction. Scwhat was it that secured this prestigious
appointment? Was it our Empowerment crederntials? Qur hchmcal expertisa? Perhaps it was simply our
exceptional service délivery? We believe it was all three. For all ygur shart-term insurance and employee
benefits requirements, contact Glenrand M-I-B on (011) 329 1111 or one of our local branches.

GLENRAND MI-B

?i’;f

service beyond expectation
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