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S TAT E M E N T  O F  R E S P O N S I B I L I T Y  B Y  T H E  B O A R D  O F  D I R E C T O R S

The directors are responsible for the preparation, integrity and fair presentation of the fi nancial statements of Namakwa Diamonds Limited and its 

subsidiaries (the ”Group”). The fi nancial statements presented below have been prepared in accordance with International Financial Reporting 

Standards (“IFRSs“), and include amounts based on judgements and estimates made by management. 

The directors consider that in preparing the fi nancial statements they have used the most appropriate accounting policies, consistently applied and 

supported by reasonable judgements and estimates, and that all IFRSs that they consider to be applicable have been followed. The directors are 

satisfi ed to the best of their knowledge that the information contained in: (i) the fi nancial statements prepared in accordance with IFRSs give a true 

and fair view of the assets, liabilities, fi nancial position, and profi t or loss of the Company and the undertakings included in the consolidation taken as 

a whole at year end; and (ii) the annual fi nancial report includes a fair review of the development and performance of the business and the position of 

the Company and the undertakings included in the consolidation taken as a whole, together with a description of the principal risks and uncertainties 

that they face. The directors also reviewed the other information included in this fi nancial report and are responsible for both its accuracy and its 

consistency with the fi nancial statements.

The directors have responsibility for ensuring that accounting records are kept. The accounting records should disclose with reasonable accuracy the 

fi nancial position of the Group companies to enable the directors to ensure that the fi nancial statements comply with the relevant legislation.

The going-concern basis has been adopted in preparing the fi nancial statements. The directors have no reason to believe that the Company will 

not be a going concern in the foreseeable future based on forecast and available cash resources. These fi nancial statements support the viability of 

the Group.

The fi nancial statements have been audited by the independent accounting fi rm, PricewaterhouseCoopers Inc, which was given unrestricted access 

to all fi nancial records and related data, including minutes of all meetings of shareholders, the board of directors and committees of the board. The 

directors believe that all representations made to the independent auditors during their audit were valid and appropriate.

The fi nancial statements were approved by the Board of Directors on 3 December 2010 and are signed on its behalf by:

N Kruger J Conradie

Chief Executive Offi cer Chief Financial Offi cer
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I N D E P E N D E N T  A U D I T O R ’ S  R E P O RT

To the shareholders of Namakwa Diamonds Limited

We have audited the consolidated fi nancial statements of Namakwa Diamonds Limited (the ”Company”) and its subsidiaries (the ”Group”), which 

comprise the consolidated statement of fi nancial position as of 31 August 2010 and the consolidated statements of comprehensive income, changes 

in equity and cash fl ows for the year then ended, and a summary of signifi cant accounting policies and other explanatory notes, as set out on pages  

to 68 to 107.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Company’s directors are responsible for the preparation and fair presentation of these fi nancial statements in accordance with International 

Financial Reporting Standards as issued by the International Accounting Standards Board (“IASB”). This responsibility includes: designing, 

implementing and maintaining internal control relevant to the preparation and fair presentation of fi nancial statements that are free from material 

misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are 

reasonable under the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these fi nancial statements based on our audit. We conducted our audit in accordance with International 

Standards on Auditing. Those standards require that we comply with ethical requirements, and that we plan and perform the audit to obtain 

reasonable assurance whether the fi nancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fi nancial statements. The procedures 

selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the fi nancial statements, whether due 

to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 

the fi nancial statements in order to design audit procedures that are appropriate under the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the fi nancial statements.

We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated fi nancial statements present fairly, in all material respects, the fi nancial position of the Group as of 31 August 2010 

and its fi nancial performance and cash fl ows for the year then ended in accordance with International Financial Reporting Standards as issued by 

the IASB. 

OTHER MATTERS

This report, including the opinion, has been prepared for, and only for, the Company’s members as a body and for no other purpose. We do not, in 

giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands 

it may come, save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers Inc

Director: JFM Kotzé

Johannesburg

3 December 2010
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C O N S O L I D AT E D  S TAT E M E N T  O F  C O M P R E H E N S I V E  I N C O M E
FOR THE YEAR ENDED 31 AUGUST 2010

  Audited

  Audited reclassified

  year ended year ended

  31 August 31 August

In thousands of US dollars Note 2010 2009

Revenue  81 977 27 270

Cost of sales 7 (79 794) (61 255)

Gross profit/(loss) 2 183 (33 985)

Other (expenses)/income 8 (315) (472)

Impairment of non-financial assets 15 – (27 684)

Exploration and evaluation expenses (reclassified)* 9 (14 518) (14 146)

Other operating expenses (reclassified)* 10 (16 662) (13 598)

Operating loss before finance costs and taxation (29 312) (89 885)

Finance income 12 50 438

Finance expenses 12 (1 269) (361)

Net financing costs (1 219) 77

Loss before taxation (30 531) (89 808)

Taxation 13 11 2 611

Loss for the year (30 520) (87 197)

Other comprehensive income for the year

Exchange differences on translating foreign operations 1 848 (5 155)

Income tax relating to components of other comprehensive income – –

Other comprehensive income for the year, net of tax 1 848 (5 155)

Total comprehensive income for the year (28 672) (92 352)

Loss attributable to:

–  non controlling interest shareholders (537) (4 672)

–  equity shareholders of Namakwa Diamonds Limited (29 983) (82 525)

(30 520) (87 197)

Total comprehensive income attributable to:

–  non controlling interest shareholders (537) (4 672)

–  equity shareholders of Namakwa Diamonds Limited (28 135) (87 680)

(28 672) (92 352)

Basic loss per ordinary share for the year (dollars) 23 (0.24) (0.69)

Diluted loss per ordinary share for the year (dollars) 23 (0.24) (0.69)

Paid and proposed dividends – –

* Refer to note 9 for details of reclassification.

The notes on pages 72 to 107 are an integral part of the consolidated financial statements.
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C O N S O L I D AT E D  S TAT E M E N T  O F  F I N A N C I A L  P O S I T I O N
AS AT 31 AUGUST 2010

Audited Audited

as at as at

31 August 31 August

In thousands of US dollars Note 2010 2009

ASSETS

Property, plant and equipment 15 58 109 40 684

Total non-current assets 58 109 40 684

Inventories 18 14 470 22 785

Trade and other receivables 19 8 358 11 458

Cash and cash equivalents 20 13 982 13 879

Total current assets 36 810 48 122

Total assets  94 919 88 806

EQUITY

Capital and reserves attributable to the equity holders of the Company

Issued capital 21 82 75

Share premium 21 235 960 230 040

Other reserves 21 (990) (6 182)

Accumulated loss (176 891) (147 139)

Total   58 161 76 794

Non-controlling interest 1 041 4 347

Total equity  59 202 81 141 

LIABILITIES

Interest-bearing loans and borrowings 24 16 876 1 030

Provisions 27 5 944 2 778

Deferred tax liabilities 17 283 488

Total non-current liabilities 23 103 4 296

Trade and other payables 28 11 495 2 790

Short-term portion of interest-bearing loans and borrowings 24 888 575

Tax liabilities 14 231 4

Total current liabilities 12 614 3 369

Total liabilities  35 717 7 665

Total equity and liabilities 94 919 88 806

The notes on pages 72 to 107 are an integral part of the consolidated financial statements.
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C O N S O L I D AT E D  S TAT E M E N T  O F  C H A N G E S  I N  E Q U I T Y
FOR THE YEAR ENDED 31 AUGUST 2010

       Total

       equity

     Share-  attributable

     based Accumu- to ordinary Non-

 Share Share Translation Treasury payment lated share- controlling Total

In thousands of US dollars Note capital premium reserve shares reserve loss holders interests equity

Year ended 31 August 2010

(Audited):

Balance at 1 September 2009  75 230 040 (9 116) – 2 934 (147 139) 76 794 4 347 81 141

Total comprehensive income  – – 1 848 – – (29 983) (28 135) (537) (28 672)

Other comprehensive income  – – 1 848 – – –   1 848 – 1 848

Loss for the year – – – – – (29 983) (29 983) (537) (30 520)

Transactions with owners  7 5 920 (378) (265) 3 987 231 9 502 (2 769) 6 733

Shares issued 21 7 5 777 – – – – 5 784 – 5 784

Exercise of awards – 143 – – (143) – – – –

Treasury shares purchased  – – – (492) – – (492) – (492)

Treasury shares sold – – – 227 – – 227 – 227

Value of services provided  – – – – 497 – 497 – 497

Repurchase of “A” shares 22 – – – – – – – (2 874) (2 874)

Acquisition of PPE through 

share options – – – – 3 591 – 3 591 – 3 591

Gain/(loss) arising from impact 

on minority – – (378) – 42 231 (105) 105 –

Balance at 31 August 2010  82 235 960 (7 646) (265) 6 921 (176 891) 58 161 1 041 59 202

Year ended 31 August 2009 

(Audited):         

Balance at 1 September 2008  74 227 131 (4 165) – 2 198 (64 691) 160 547 12 020 172 567

Total comprehensive income  – – (5 155) – – (82 525) (87 680) (4 672) (92 352)

Other comprehensive income  – – (5 155) – – – (5 155) – (5 155)

Loss for the period – – – – – (82 525) (82 525) (4 672) (87 197)

Transactions with owners  1 2 909 204  736 77 3 927 (3 001) 926

Shares issued 21 1 2 621 – – – – 2 622 – 2 622

Value of services provided  – – – – 1 026 – 1 026 – 1 026

Exercise of awards – 288 – – (288) – – – –

Issue of “A” shares – – – – – – – 401 401

Repurchase of “A” shares  – – – – – – – (3 123) (3 123)

Gain/(loss) arising from impact 

on minority  – – 204 – (2) 77 279 (279) –

Balance at 31 August 2009 75 230 040 (9 116) – 2 934 (147 139) 76 794 4 347 81 141

The notes on pages 72 to 107 are an integral part of the consolidated financial statements.
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C O N S O L I D AT E D  S TAT E M E N T  O F  C A S H  F L O W S 
FOR THE YEAR ENDED 31 AUGUST 2010

Audited Audited
  year ended year ended
  31 August 31 August
In thousands of US dollars Note 2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year before tax (30 531) (89 808)
Adjustments for:
Depreciation 15 7 852 6 050
Acquired exploration assets expense – 327
Net realisable write-down of inventory 7 – 32 116
Impairment of non-financial assets (restated)* 15 – 23 869
Net finance expense/(income) 12 1 219 (77)
Loss on disposal of property, plant and equipment 8 550 639
Loss on foreign exchange rate movements 10 448 612
“A” shares issued for exploration rights – 401
Impairment of accounts receivable balances 10 2 321 516
Change in provision estimate 27 (41) –
Non-cash portion of cash settled share-based payments 511 –
Non-cash items included in exploration costs 1 741 –
Equity-settled share-based payment transactions 11, 25 497 1 026

  (15 433) (24 329)

Change in inventories 6 574 (5 691)
Change in trade and other receivables 779 3 770
Change in trade and other payables 7 046 (4 230)
Change in provisions 27 – (177)

Net cash outflows from operations (1 034) (30 657)
Interest paid 12 (826) (361)
Income taxes paid 8 (96)

Net cash used in operating activities  (1 852) (31 114)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 12 50 438
Acquisition of property, plant and equipment 15 (15 610) (6 204)
Proceeds from disposal of property, plant and equipment 605 100

Net cash used in investing activities (14 955) (5 666)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issue of share capital 21 3 177 2 622
Proceeds from borrowings 15 118 –
Treasury shares – purchased 21 (492) –
Treasury shares – sold 21 227 –
Buy-back of “A” shares 22 (267) (3 123)
Repayment of borrowings (625) (579)

Net cash from/(used in) financing activities  17 138 (1 080)

Net increase/(decrease) in cash and cash equivalents 331 (37 860)
Cash and cash equivalents at the beginning of the period 13 879 52 020
Effect of exchange rate fluctuations on cash held (228) (281)

Cash and cash equivalents at 31 August 2010 20 13 982 13 879

* Refer to note 3(v) for details of restatement.

The notes on pages 72 to 107  are an integral part of the consolidated financial statements.
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N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S
FOR THE YEAR ENDED 31 AUGUST 2010

1. REPORTING ENTITY
  Namakwa Diamonds Limited (the “Company”) is a company that was incorporated in Bermuda on 20 October 2006. The address of the 

Company’s registered office is Clarendon House, 2 Church Street, Hamilton, Bermuda Hill. The consolidated financial statements of the Company 
have been prepared for the year ended 31 August 2010 and comprise the Company and its subsidiaries (together referred to as the “Group”
and individually as “Group entities”). 

  Since incorporation, the Company has acquired a number of exploration and evaluation assets and entities involved in the exploration, development 
and sale of diamonds. Following these acquisitions, the Group is primarily involved in the exploration, mining, trading and sale of diamonds. 
The Group’s current operating mines are located in South Africa, and the principal locations of its exploration and evaluation projects are 
South Africa, Lesotho, the Democratic Republic of Congo (”DRC”), Angola and Namibia.

 The Company has a primary listing on the London Stock Exchange.

 The Group’s consolidated financial statements were authorised for issue by the Board of Directors on 3 December 2010.

2. BASIS OF PREPARATION
(a) Statement of compliance

   The consolidated financial statements have been prepared in accordance with IFRSs and International Financial Reporting Interpretations 
Committee (IFRIC) interpretations, and on the assumption that the entity is a going concern.

(b) Basis of measurement
   The consolidated financial statements have been prepared on the historical cost basis, with fair value adjustments for certain financial 

instruments.
  The methods used to measure fair values are discussed further in note 4.

(c)  Use of estimates and judgements
   The preparation of financial statements in conforming to IFRSs requires management to make judgements, estimates and assumptions that 

affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ 
from these estimates. 

   Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the year in 
which the estimates are revised and in any future years affected. 

   In particular, significant areas of estimation uncertainty and critical judgements in applying accounting policies that have the most significant 
effect on the amounts recognised in the financial statements relate to the following:

  (i)  Impairment of property, plant and equipment, and goodwill
    The recoverable amounts of cash-generating units were determined based on the higher of fair value less costs to sell or value 

in use.

   Details of the assumptions used and the results of the impairment are disclosed in note 15.

  (ii) Utilisation of tax losses

    The Group is subject to income taxes in a number of jurisdictions. At present many of the entities are making tax losses. These tax losses 

are only recognised to the extent that expected future taxable profits are available.

  (iii) Net realisable value of inventory
    At year end, management performed an extensive exercise to determine the net realisable value of inventory items in order to ensure 

compliance with the Group’s accounting policy to value inventory at the lower of cost or net realisable value. This exercise is performed 
on an annual basis.
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2. BASIS OF PREPARATION (continued)
(c)  Use of estimates and judgements (continued)

  (iv)  Measurement of share-based payments
    The granting of share options to employees requires the recognition of the fair value of the option granted to be recognised over the 

vesting period of the option. Refer to note 4 for details of the fair value evaluation.

    During the period, Namakwa Diamonds set up an Employee Benefit Trust to hold Namakwa Diamonds Limited shares. The scheme is 
accounted for as a cash settled employee benefit scheme. The assumptions and estimations used in the calculation of the liability are 
included in note 21.

(v) Provisions
    The Group’s mining and exploration activities are subject to various laws and regulations governing the protection of the environment. 

The Group recognises management’s best estimate environmental restoration obligations in the period in which they are incurred. 
Actual costs incurred in future periods could differ materially from the estimates. Additionally, future changes to the environmental laws 
and regulations, life of mine estimates and discount rates could affect the carrying amount of this provision. Refer to note 27 for details 
of the assumptions used.

(vi) Mineral resources
    The estimate of remaining mineral resources is based on the use of external experts. The estimate of these resources is used for 

the initial valuation of assets acquired under business combinations and the amortisation of the undeveloped properties and 
mineral rights.

    The estimate of the Group’s mineral resources is a critical estimate which impacts the recognition and measurement of the Group’s 
assets, liabilities and depreciation expense.

(vii) Acquisition of mining right and plant in Lesotho
    During the year the Group acquired mining rights and plant in Lesotho. For accounting purposes, the transaction was not considered 

to be a business combination and therefore was recorded at cost, as is appropriate for the accounting for the acquisition of assets. The
property still needs to be developed according to Management’s Operational plan, after significant evaluation and design work has 
been completed.

(d) Accounting for acquisitions of entities under common control
   The Group’s policy is to account for business combinations between entities under common control using the acquisition accounting 

provisions of IFRS 3 Business Combinations, which require the recognition of the assets and liabilities of the acquiree at fair value at the date 
of acquisition, and the consolidation of the businesses from that date.

(e) Reclassification of depreciation expense
   In the current year the Group has decided to include depreciation on assets used in exploration and evaluation operations under exploration 

and evaluation expenses rather than other expenses. Refer to note 9 and 10 for further detail.

3. SIGNIFICANT ACCOUNTING POLICIES
  The principal accounting policies applied by the Group in the preparation of these consolidated financial statements are set out below. These

policies have been consistently applied to all the periods presented, unless otherwise stated.

 (a) Additional accounting policies arising during the period
Treasury shares

   Where any Group company purchases the Company’s equity share capital (treasury shares), the consideration paid, including any directly 
attributable incremental costs (net of income taxes), is deducted from equity attributable to the Company’s equity holders until the shares are 
cancelled or reissued. Where such shares are subsequently reissued, any consideration received, net of any directly attributable incremental 
transaction costs and the related income tax effects, is included in equity attributable to the Company’s equity holders.
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N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S c o n t i n u e d
FOR THE YEAR ENDED 31 AUGUST 2010

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
 (b) Basis of consolidation

(i) Subsidiaries
    Subsidiaries are entities (including special-purpose entities) controlled by the Group. Control exists when the Group has the power to 

govern the financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting 
rights that are currently exercisable are taken into account. The financial statements of subsidiaries are included in the consolidated 
financial statements from the date that control commences until the date that control ceases. The accounting policies of subsidiaries 
have been changed where necessary to align them with the policies adopted by the Group.

    The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an acquisition is 
measured at the fair value of the assets given, equity instruments issued, and liabilities incurred or assumed at the date of exchange. 
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their 
fair values at the acquisition date, irrespective of the extent of any non-controlling interest. The excess of the cost of acquisition over 
the fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than 
the fair value of the net assets of the subsidiary acquired, the difference is recognised directly in profit or loss.

    Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses 
on intercompany transactions are also eliminated, but are considered an impairment indicator of the asset transferred. 

  (ii) Transactions with non-controlling shareholders – “economic entity approach”
    The Group applies a policy of treating transactions with non-controlling interests as transactions with equity owners of the Group. 

For purchases from non-controlling interests, the difference between any consideration paid and the relevant share acquired of the carrying 
value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded 
in equity.

  (iii) Jointly controlled assets
    Some joint ventures involve the joint control of one or more assets contributed to, or acquired for the purpose of, the joint venture 

and dedicated to the purposes of the joint venture. The assets are used to obtain benefits for the venturers. These joint ventures do 
not involve the establishment of a corporation, partnership or other entity, or a financial structure that is separate from the venturers 
themselves. Each venturer has control over its share of future economic benefits through its share of the jointly controlled asset. 

   In respect of its interest in jointly controlled assets, the Group recognises: 

the joint venture; and

(c)  Foreign currency
  (i)  Functional and presentation currency
    The consolidated financial statements are presented in US dollars, which is the Company’s functional currency. All financial information 

presented in US dollars has been rounded to the nearest thousand. 

  (ii)  Foreign currency transactions
    Foreign currency transactions are recorded at the rate of exchange ruling at the transaction date, unless this is not a reasonable 

approximation of the cumulative effect of the rates prevailing on the transaction dates. Monetary assets and liabilities denominated in 
foreign currencies are translated at the rate of exchange ruling at the reporting date. Gains and losses arising on translation are credited 
to or charged against income.

  (iii)  Foreign currency translation on consolidation
    On consolidation, profit or loss items are translated into US dollars at average rates of exchange. Statement of financial position items 

are translated at year end exchange rates. Exchange differences on translation of the net assets of entities with functional currencies 
other than the US dollar are recognised directly in equity in the foreign currency translation reserve.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(c)  Foreign currency (continued)

  (iv) Net investments in subsidiaries
    On consolidation, exchange differences arising from the translation of the net investment in foreign operations are taken to the 

foreign currency translation reserve. When control of a foreign operation is lost, exchange differences that were recorded in equity are 
recognised in the profit or loss as part of the gain or loss on sale.

    Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity 
and are translated at the closing rate.

(d)  Financial instruments
   Non-derivative financial instruments comprise trade and other receivables, cash and cash equivalents, loans and borrowings, preference 

shares, and trade and other payables. Financial assets are defined as cash, an equity instrument of another entity, or a contractual right to 
receive cash or another financial asset or to exchange a financial instrument under favourable conditions. Financial liabilities are contractual 
obligations to pay cash or transfer other benefits or an obligation to exchange financial instruments under unfavourable conditions.

   Financial instruments are recognised when the Group becomes a party to the contractual provisions of the instrument. A financial asset is 
derecognised when the contractual rights to the cash flows from the financial asset expire, or when the Group transfers the financial asset 
and such transfer qualifies for derecognition. A financial liability is derecognised when the obligation specified in the contract is discharged 
or cancelled or expires.

   Regular purchases and sales of financial assets are recognised on the trade date – the date on which the Group commits to purchase or 
sell the asset. Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value through profit 
or loss, any directly attributable transaction costs. Subsequent to initial recognition, non-derivative financial instruments are measured as 
described below.

  Loans and receivables
   Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.  

Subsequent to initial recognition, loans and receivables are measured at amortised cost using the effective interest method, less provision for 
impairment. The following financial assets are classified as loans and receivables: cash and cash equivalents, and trade and other receivables 
(excluding prepayments and VAT receivable).

  Cash and cash equivalents
   Cash and cash equivalents comprise cash balances and call deposits, and are stated at amortised cost. Bank overdrafts that are repayable 

on demand and form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for the 
purpose of the statement of cash flows. 

  Trade and other receivables
   Trade and other receivables are stated at amortised cost using the effective interest method less impairment losses.

  Financial liabilities at amortised cost
  Loans and borrowings
   Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial recognition, interest- 

bearing borrowings are stated at amortised cost using the effective interest method, with any difference between cost and redemption value 
being recognised in profit or loss over the period of the borrowings on an effective interest basis.

  Trade and other payables
   Trade and other payables are amounts due from customers for sales performed in the ordinary course of business. Trade and other payables 

are stated at amortised cost using the effective interest method.

  Financial assets at fair value through profit or loss
   An instrument is classified at fair value through profit or loss if it is held for trading or is designated as such upon initial recognition. Financial

instruments are designated at fair value through profit or loss if the Group manages such investments and makes purchase and sale decisions 
based on their fair value in accordance with the Group’s documented risk management or investment strategy. Upon initial recognition, 
attributable transaction costs are recognised in profit or loss when incurred. Financial instruments at fair value through profit or loss are 
measured at fair value, and changes therein are recognised in profit or loss. 
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N O T E S  T O  T H E  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S c o n t i n u e d
FOR THE YEAR ENDED 31 AUGUST 2010

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)  Financial instruments (continued)
  Financial assets at fair value through profit or loss (continued)
   Other non-derivative financial instruments are measured at amortised cost using the effective interest rate method, less any 

impairment losses.

  The Group does not hold any derivative financial instruments.

(e)  Finance income and expenses

   Finance income comprises interest income on funds invested. Interest income is recognised as it accrues, using the effective 

interest method. 

   Finance expenses comprise interest expense on borrowings, unwinding of the discount on provisions, dividends on preference shares 

classified as liabilities, and impairment losses recognised on financial assets. All borrowing costs are recognised in profit or loss using the 

effective interest method.

   Borrowing costs are expensed as incurred, except for interest directly attributable to the acquisition, construction or production of an asset, 

that necessarily takes a substantial period of time to get ready for its intended use, in which case they are capitalised as part of the cost of 

that asset. Capitalisation of borrowing costs commences when expenditures for the asset and borrowing costs are being incurred and when 

the activities to prepare the asset for its intended use are in progress. Borrowing costs are capitalised up to the date when the project is 

completed and ready for its intended use. 

   To the extent that funds are borrowed specifically for the purpose of obtaining a qualifying asset, the amount of borrowing costs eligible for 

capitalisation is determined at the actual borrowing costs incurred on that borrowing during the period, less any investment income on the 

temporary investment of those borrowings. 

   To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the amount of borrowing costs 

eligible for capitalisation is determined by applying a capitalisation rate to the expenditures on that asset. The capitalisation rate is the 

weighted average of the borrowing costs applicable to the borrowings of the Group that are outstanding during the period, other than 

borrowings made specifically for the purpose of obtaining a qualifying asset. The amount of borrowing costs capitalised during a period 

should not exceed the amount of borrowing costs incurred during that period. Other borrowing costs are recognised as expenses when 

incurred.

(f)  Revenue

   Revenue from the sale of rough and polished diamonds in the ordinary course of the Group’s activities is measured at the fair value of the 

consideration received or receivable. Revenue is shown net of VAT, returns, rebates and discounts, and after eliminating sales within the 

Group.

   Revenue is recognised when the significant risks and rewards of control have been transferred to the buyer, recovery of the consideration is 

probable, the associated costs can be estimated reliably, and the amount of revenue can be measured reliably.

   On certain contracts, where the Group acts as an agent, only commissions and fees receivable for services rendered are recognised as revenue. 

Any third-party costs incurred on behalf of the principal that are rechargeable under the contractual arrangement are not included in revenue.

(g)  Income tax

   Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss, except to the extent that it relates 

to items recognised directly in equity, in which case it is recognised in equity.

   Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the year end, 

and any adjustment to tax payable in respect of previous years.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g)  Income tax (continued)

   Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets 

and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following 

temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither 

accounting nor taxable profit, and differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is 

probable that they will not reverse in the foreseeable future. In addition, deferred tax is not recognised for taxable temporary differences 

arising on the initial recognition of goodwill. 

   Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws 

that have been enacted or substantively enacted by the year end. 

   Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to 
income taxes levied by the same tax authority on the same taxable entity, or on different tax entities where there is a legal right to do so, but 
they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

   A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which the temporary 
difference can be utilised. Deferred tax assets are reviewed at each year end and are reduced to the extent that it is no longer probable that 
the related tax benefit will be realised.

(h)  Earnings per share
   The Group presents basic and diluted earnings per share (“EPS”) data for its equity shareholders. Basic EPS is calculated by dividing the 

profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares outstanding during 
the year. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of 
ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which comprise share options granted to employees.

(i) Exploration and evaluation costs
   Exploration and evaluation activities related to the search for mineral resources, and evaluation activities undertaken with the prospect 

of gaining knowledge regarding the feasibility study of a mineral property, are recognised in the profit or loss statement as an expense 
as incurred. 

  The costs of acquiring exploration properties and mineral prospecting rights are written off on acquisition.

   Where a property’s feasibility study indicates the probability of the inflow of future economic benefits, all direct development costs thereafter 
are capitalised. These costs are classified as mineral properties within tangible fixed assets, and are stated at cost less accumulated 
amortisation and impairment losses.

(j) Property, plant and equipment
   Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses. Cost 

includes expenditure that is directly attributable to the acquisition of the asset. 

   When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate components of 
property, plant and equipment.

   Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal with the 
carrying amount of property, plant and equipment, and are recognised net within “Other (expenses)/income” in profit or loss. 

   The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that 
the future economic benefits embodied within the part will flow to the Group and its cost can be measured reliably. The carrying amount of 
the replaced part is derecognised. 

  The costs of the day-to-day servicing of property, plant and equipment are recognised in profit or loss as incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(j) Property, plant and equipment (continued)

   Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an item of property, plant 
and equipment, except for mineral properties, which are depreciated using units of production. The useful lives of mineral properties and 
leases and plant and equipment with the same useful life as the related mineral property are estimated based on the Group’s assessment of 
the expected productive life of mineral resources of each project. Depreciation commences at the point of reaching commercial production. 
Leased assets are depreciated over the shorter of the lease term and their useful lives, unless it is reasonably certain that the Group will 
obtain ownership by the end of the lease term. Land is not depreciated. 

  The estimated useful lives are as follows:

   Depreciation methods, useful lives and residual values are reviewed at each year end. Assets under construction are not depreciated until 
they come in use.

(k) Goodwill
   Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable assets, liabilities 

and contingent liabilities of the acquiree. When there is an excess of the acquirer’s interest in the net fair value of the acquiree’s identifiable 
assets and liabilities over costs, it is recognised immediately in profit or loss.

   Goodwill is measured at cost less accumulated impairment losses. In respect of equity accounted investees, the carrying amount of goodwill 
is included in the carrying amount of the investment. Goodwill is not amortised.

  Goodwill is tested annually for impairment, and is carried at cost less accumulated impairment losses.

(l)  Inventories
   Inventories are measured at the lower of cost and net realisable value. The cost of inventories, per category, is based on the weighted 

average method and includes expenditure incurred in acquiring the inventories, production or conversion costs, and other costs incurred in 
bringing them to their existing location and condition. In the case of inventories and work in progress, cost includes an appropriate share of 
production overheads based on normal operating capacity. 

   Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and selling 
expenses.

(m) Impairment
  (i)  Financial assets
    A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired. A financial 

asset is considered to be impaired if objective evidence indicates that one or more events have had a negative effect on the estimated
future cash flows of that asset. Significant financial difficulties of the debtor, probability that the debtor will enter into bankruptcy and 
default and delinquency in payments are considered indicators that the trade receivable is impaired.

    An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its carrying
amount and its recoverable amount. Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar risk characteristics.

    The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is recognised in profit 
or loss. When a trade receivable is uncollectible, it is written off against the allowance account.  

    An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss was recognised.  
For financial assets measured at amortised cost, the reversal is recognised in profit or loss.

  (ii) Non-financial assets
    The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets, are reviewed at each reporting 

date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is 
estimated. For goodwill, the recoverable amount is estimated at each year end.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Impairment (continued)

  (ii) Non-financial assets (continued)

    The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell. In 

assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 

current market assessments of the time value of money and the risks specific to the asset. For the purpose of impairment testing, assets 

are grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely independent of 

the cash inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired in a business combination, 

for the purpose of impairment testing, is allocated to cash-generating units that are expected to benefit from the synergies of 

the combination.

    An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its estimated recoverable 

amount. Impairment losses are recognised in the profit or loss statement. Impairment losses recognised in respect of cash-generating 

units are allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amount 

of the other assets in the unit (group of units) on a pro rata basis.

    An impairment loss recognised on goodwill can never be reversed. In respect of other assets, impairment losses recognised in prior 

periods are assessed at each year end for any indications that the loss has decreased or no longer exists.  

    An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment 

loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 

determined, net of depreciation or amortisation, if no impairment loss had been recognised.

(n) Provisions

  (i)  Provision for mine rehabilitation 

    In accordance with applicable regulatory requirements, the Group is required to restore exploration and mining sites at the end of the 

project lives to a condition acceptable to the relevant authorities.

    The cost of any committed rehabilitation, decommissioning or restoration programme is provided for when the obligation arises and the 

damage has occurred. 

Alluvial mining

    Rehabilitation activities are generally undertaken on a continuous basis at the Group’s alluvial mining operations. Where the Group

acquires a property where rehabilitation activities are necessary, but have not been undertaken at the date of control passing, a 

provision is raised with respect to the cost of remediating the damage caused by these past activities as part of the purchase price 

adjustment. The provision is based on the estimated present value of the cost to restore the land, and the discount on the provision is 

unwound through finance costs at each reporting date.

Kimberlite mining

    Due to the nature of kimberlite mining, the majority of the rehabilitation of the mining site is done at the end of the project life. Where 

the Group acquires such a property, a provision is raised with respect to the cost of remediating the damage. The provision is based on 

the estimated present value of the cost to restore the land, and the discount on the provision is unwound through finance costs at each 

reporting date.

  (ii) Other provisions

    A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be estimated 

reliably and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are determined by 

discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and 

the risks specific to the liability. Movements in provisions are recognised through profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(o)  Share capital

Ordinary shares
   Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share options are recognised 

as a deduction from equity, net of tax. 

  Preference share capital 
   Preference shares are classified as a liability if it is redeemable on a specific date or at the option of the shareholders, or if dividend payments 

are not discretionary. If it does not meet the above criteria, it will be classified as equity. Dividends on preference shares classified as liabilities 
are recognised as interest expenses in profit or loss according to the effective yield as accrued. 

“A” shares
   A second class of shares, “A” preference shares, are in issue in Namakwa Diamond Holdings (Pty) Ltd, a 100% controlled subsidiary of 

the Company and the holding company of the Group’s South African operations. These “A” preference shares provide economic rights to 
dividends in line with the economic rights of Namakwa Diamonds Limited ordinary shares and give the holder an effective economic interest 
in the equity of the Company. As these shares were issued by a subsidiary of the Company, they have been classified as a non-controlling 
interest in the Group accounts.

   A gain/(loss) arises on the issue of “A” preference shares to the non-controlling shareholders which represents the difference between the fair 
value of the consideration received and the share of the carrying amount of the Group’s net assets attributable to the non-controlling interest 
shareholders. This gain is transferred to the ordinary shareholders of the Group within equity, according to the economic entity method.

(p)  Employee benefits
  (i)  Short-term benefits
    Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service is provided.  

A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans if the Group has a 
present legal or constructive obligation to pay this amount as a result of past service provided by the employee and the obligation can 
be estimated reliably.

  (ii)  Share-based payment transactions – equity-settled
    Transactions in which the Group receives goods or services, including employee services, as consideration for its own equity instruments, 

are defined as equity settled share based payment transactions. The grant date fair value of equity settled options granted to employees is 
recognised as an employee expense, with a corresponding increase in equity, over the period that the employees become unconditionally 
entitled to the options. The amount recognised as an expense is adjusted to reflect the actual number of share options that vest.

    When the options are exercised and upon issue of the shares, the par value of the shares issued will be transferred from the share option 
reserve to share capital, and the balance to share premium.   

  (iii)  Share-based payment transactions – cash-settled
    Transactions in which the Group acquires goods or services by incurring liabilities (typically to be settled in cash), but where the amount 

paid is based on the value of the Company’s shares or other equity instruments, is defined as cash settled share based payment 
transactions. The fair value of the amount payable to employees in respect of share appreciation rights or similar such instruments, 
which are settled in cash, is recognised as an expense, with a corresponding increase in liabilities, over the period that the employees 
become unconditionally entitled to payment. The liability is re-measured at each reporting date and at settlement date. Any changes in 
the fair value of the liability are recognised as personnel expense in profit or loss.

  (iv)  Empowerment transactions
    The Company may in the future enter into Black Economic Empowerment transactions. In these transactions, unidentified benefits may 

be received by the Company. These benefits will be accounted for in terms of IFRS 2 – Share-based Payments, resulting in these benefits 
being treated as a share-based compensation expense. Where shares vest immediately, the benefit is presumed to have been received 
and is recognised as an expense.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(q)  Finance leases

   Leases in which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases. Upon initial 
recognition, the leased asset is measured at the lower of fair value of the assets and the present value of the minimum lease payments. 
Subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset. Minimum lease 
payments made under finance leases are apportioned between the finance expense and the reduction of the outstanding liability. The finance 
expense is allocated to each period during the lease term so as to produce a constant periodic rate of interest on the remaining balance of 
the liability. Contingent lease payments are accounted for as expenses in the period in which they are incurred.

  Finance leases are capitalised at commencement of the lease.

(r) Operating leases
   Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of the lease. Lease incentives 

received are recognised in profit or loss as an integral part of the total lease expense.

(s)  Segment reporting
   A segment is a distinguishable component of the Group about which separate financial reporting information is available that is evaluated 

by the chief operating decision maker in deciding how to allocate resources and in assessing performance. The chief operating decision 
maker is the Management Committee, which consists of the Chief Executive Officer, the Chief Financial Officer, the Chief Operations Officer, 
the Director of Trade & Beneficiation and the General Manager. Accordingly, the reporting segments are determined based on the Group’s 
management and internal reporting structure. Segment results, assets and liabilities include items directly attributable to a segment, as well 
as those that can be allocated on a reasonable basis. Intersegment pricing is based on arm’s-length prices. Segment capital expenditure is 
the total cost incurred during the year to acquire property, plant and equipment, and intangible assets other than goodwill.

(t) New standards and interpretations not yet adopted
   A number of new standards, amendments to standards and interpretations are not yet effective for the year ended 31 August 2010 and have 

not been applied in preparing the consolidated financial statements:
IAS 24 (Revised): Related Party Disclosures (effective for financial periods beginning on/after 1 January 2011). The revision simplifies the 
disclosure requirements for government-related entities and clarifies the definition of related party.
IAS 32 (Amendment): Financial Instruments: Presentation – Classification of Rights Issues (effective for financial periods beginning 
on/after 1 February 2010).  The amendment addresses the accounting for rights issues (rights, options or warrants) that are denominated 
in a currency other than the functional currency of the issuer. Previously such rights issues were accounted for as derivative liabilities. 
The amendment requires that, provided certain conditions are met, such rights issues are classified as equity regardless of the currency 
in which the exercise price is denominated.
IFRS 1 (Amendment): First-time Adoption of International Financial Reporting Standards – Additional Exemptions for First-time Adopters
(effective for financial periods begging on/after 1 January 2010). The amendments address the retrospective application of IFRSs to 
particular situations, including: the use of deemed cost for oil and gas assets; determination of whether an arrangement contains a 
lease; and decommissioning liabilities included in the cost of property, plant and equipment, and are aimed at ensuring that entities 
applying IFRSs will not face undue cost or effort in the transition process.
IFRS 1 (Amendment): First-time Adoption of International Financial Reporting Standards – Limited Exemptions from Comparative 
IFRS 7 Disclosures for First-time Adopters (effective for financial periods begging on/after 1 July 2010). The additional amendment 
relieves first-time adopters of IFRSs from presenting comparative information for new three level classification disclosures required by 
the March 2009 amendments to IFRS 7 ‘Financial Instruments: Disclosures’. It thereby ensures that first-time adopters benefit from the 
same transition provisions that amendments to IFRS 7 provides to current IFRS preparers. 
IFRS 2 (Amendment): Share-based Payments – Group Cash-settled Share-based Payment Transactions (effective for financial periods 
beginning on/after 1 January 2010). The amendment clarifies that an entity that receives goods or services in a share-based payment 
arrangement must account for those goods or services no matter which entity in the group settles the transaction, and no matter 
whether the transaction is settled in shares or cash. The amendment provides guidance on how to account for group share-based 
payment schemes in entities’ separate financial statements. The amendment incorporates guidance previously included in IFRIC 8 Scope
of IFRS 2 and IFRIC 11 IFRS 2 – Group and Treasury Share Transactions. As a result, the IASB has withdrawn IFRIC 8 and IFRIC 11.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(t) New standards and interpretations not yet adopted (continued)

IFRS 9: Financial Instruments (effective for financial periods beginning on/after 1 January 2013). IFRS 9 addresses the classification and 
measurement of financial assets. It uses a single approach to determine whether a financial asset is measured at amortised cost or at 
fair value. The approach in IFRS 9 is based on how an entity manages its financial instruments (its business model) and the contractual 
cash flow characteristics of the financial assets. The standard requires a single impairment method to be used, replacing the numerous 
impairment methods in IAS 39 that arose from the different classification categories. The standard also removes the requirement to 
separate embedded derivatives from financial asset hosts. 
IFRIC 14 (Amendment): The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction – Prepayment of 
Minimum Funding Requirements (effective for financial periods beginning on/after 1 January 2011). This amendment applies in the 
limited circumstances when an entity is subject to minimum funding requirements and makes an early payment of contributions to cover 
those requirements. The amendment permits such an entity to treat the benefit of such an early payment as an asset.
IFRIC 19: Extinguishing Financial Liabilities with Equity Instruments (effective for financial periods beginning on or after 1 July 2010). 
This interpretation provides guidance on how to account for the extinguishment of a financial liability by the issue of equity instruments. 
It clarifies the accounting when an entity renegotiates the terms of its debt with the result that the liability is extinguished through the 
debtor issuing its own equity instruments to the creditor. A gain or loss is recognised in the profit and loss account based on the fair 
value of the equity instruments compared to the carrying amount of the debt. 
Improvements to IFRSs 2009 and 2010 – Improvements to IFRS is a collection of amendments to IFRSs. These amendments are the result 
of conclusions the Board reached on proposals made in its annual improvements project. 

  Management does not expect the above amendments to have a significant impact on the Group.

(u) Standards, interpretations and amendments to published standards effective for the year
   During the financial year, the following new and revised accounting standards, amendments to standards and new interpretations were 

adopted by the Group:
IAS 1 (revised), Presentation of Financial Statements IAS 1 (revised) requires information in financial statements to be aggregated on 
the basis of shared characteristics and to introduce a statement of comprehensive income. This will enable readers to analyse changes 
in a company’s equity resulting from transactions with owners in their capacity as owners separately from “non-owner” changes. The
revisions include changes in the titles of some of the financial statements to reflect their function more clearly (for example, the balance 
sheet is renamed a statement of financial position).
IFRS 3 (revised), Business Combinations (1 July 2009). The new standard continues to apply the acquisition method to business 
combinations, with some significant changes. For example, all payments to purchase a business are to be recorded at fair value at the 
acquisition date, with some contingent payments subsequently re-measured at fair value through income. Goodwill may be calculated 
based on the parent’s share of net assets, or it may include goodwill related to the non-controlling interest. All transaction costs will 
be expensed.
IAS 23 – Borrowing Costs – Revised (effective for years beginning on/after 1 January 2009). The main change from the previous version 
of IAS 23 is the removal of the option of immediately recognising as an expense borrowing costs that relate to assets that take a 
substantial period of time to get ready for use or sale.
IAS 27 – Consolidated and Separate Financial Statements – Revised (1 July 2009). IAS 27 (revised) requires the effects of all transactions 
with non-controlling interests to be recorded in equity if there is no change in control. They will no longer result in goodwill or gains and 
losses. The standard also specifies the accounting when control is lost. Any remaining interest in the entity is re-measured to fair value, 
and a gain or loss is recognised in profit or loss. The Group has already been applying the Economic Entity Model.

   These standards, interpretations and amendments did not have a material effect on the Group.

(v) New standards and interpretations adopted early in the period
   The following amendment was not effective for the period but was early-adopted:

Amendment to IAS 7 – Statement of Cash Flows: Classification of Expenditure on Unrecognised Assets. As a result of this amendment, all 
exploration expenditure is now classified as part of operating activities. Prior periods have been restated. As a result of this restatement, 
exploration of US$3 815 000 was transferred from investing activities to operating activities for August 2009.

4. DETERMINATION OF FAIR VALUES
  A number of the Group’s accounting policies and disclosures require the determination of fair value, for both financial and non-financial assets 

and liabilities. Fair values have been determined for measurement and/or disclosure purposes based on the following methods. When applicable, 
further information about the assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.
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4. DETERMINATION OF FAIR VALUES (continued)
(i)  Property, plant and equipment

   The fair value of property, plant and equipment recognised as a result of a business combination is based on market values. The market 
value of property is the estimated amount for which a property could be exchanged on the date of valuation between a willing buyer and a 
willing seller in an arm’s-length transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and without 
compulsion. The market value of items of plant and equipment is based on the quoted market prices for similar items.

(ii)  Inventories
   The fair value of inventories acquired in a business combination is determined based on its estimated selling price in the ordinary course of 

business less the estimated costs of completion and sale, and a reasonable profit margin based on the effort required to complete and sell 
the inventories.

(iii) Trade and other receivables
   The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the market rate of interest 

at the year end.

(iv) Non-derivative financial instruments
   Fair value, which is determined for initial recognition and disclosure, is calculated based on the present value of future principal and interest 

cash flows, discounted at the market rate of interest at the year end. 

(v) Share-based payment transactions
   The fair value of employee share options is measured using a combination of a binomial lattice model and the Black-Scholes model. 

Measurement inputs include:

information);

  The specific inputs used for each grant are disclosed in Note 25.

5. FINANCIAL RISK MANAGEMENT
 The Group’s activities expose it to a variety of financial risks, including credit risk, market risk and liquidity risk. 

Credit risk
Management has a credit policy in place as detailed below and the exposure to credit risk is monitored on an ongoing basis. 

Credit risk arises from the risk that the financial asset counterpart may default or not meet its obligations timeously.

 The Group’s principal financial assets are cash and cash equivalents, and trade and other receivables.

(i) Cash and cash equivalents 
   Cash and cash equivalents are managed to maximise returns while minimising risk. In order to maximise credit protection, cash and cash 

equivalents are placed with a variety of high-quality financial institutions. Funds are principally held with Goldman Sachs, Investec, Standard
Bank, Nedbank, First International Bank of Israel, African Alliance and Union Bank.

  The credit ratings of these institutions can be summarised as follows:

In thousands of US dollars 2010 2009

 AAA 79 304
 AA 398 670
 A+ 495 4 333
 A- 2 423 1 627

BBB+ 343 5 182
BBB 9 610 762

 Unrated 368 786

 Total 13 716 13 664
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5. FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
(i) Cash and cash equivalents (continued)

   A treasury report is produced monthly and presented to senior management. Senior management uses this information to identify and 
minimise credit risk whilst maximising return on funds.

   Group policy is to manage and control funds at parent company level and minimise funds held within operating and exploration subsidiaries. 
This reduces credit risk by ensuring funds are held in higher-rated funds, and reduces exposure to exchange rate movements.

(ii) Trade and other receivables
   Trade debtors and other receivables primarily relate to amounts due for diamonds sold to customers and strategic transactions entered into 

by the Trading & Beneficiation segment. The Group has policies in place to ensure that all sales and strategic transactions are contracted with 
customers with an appropriate credit history. Credit evaluations are performed on all customers requiring credit over agreed limits, and limits 
are set in accordance with internal evaluations and limits set by the Board. The utilisation of credit limits is regularly monitored. Trade debtors 
comprise a number of customers, dispersed across different geographical areas.

  The Group does not require collateral in respect of financial assets.  

   Concentration risk is addressed by the regular monitoring of credit limits and obtaining collaterals when deemed necessary. At year end 
the five largest trade debtors made up 41% (2009: 48%) of the outstanding trade receivable value. Of these five, one exceeded 10% 
(2009: 22%) of the trade receivable value. The Company has an established relationship with these trade debtors, and past dealings do not 
indicate any necessary impairment. The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the 
statement of financial position.

 Market risk
 Interest rate risk
  Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate owing to changes in market 

interest rates.

  The Group’s cash flow interest rate risk arises from its long and short-term borrowings, subject to adjusted prime interest rates. Borrowings 
issued at variable rates expose the Group to cash flow interest rate risk. The low level of borrowings in the Group limits the exposure to this risk. 
The Group had not entered into derivatives to manage the interest rate risk, but monitors exposure to interest rate risk.

 During 2010 and 2009, the Group’s borrowings at variable rate were denominated in South African Rand.

 At the reporting date, the interest rate profile of the Group’s interest-bearing financial instruments was as follows:

Average rate Carrying amount
In thousands of US dollars Note 2010 2009 2010 2009

Zero rate instruments     
 Financial assets 19 – – 8 358 11 458
 Financial liabilities 28 – – (8 553) (2 790)

(195) 8 668

Fixed rate instruments
 Financial liabilities: Secured 24 14% – (14 606) –
 Financial liabilities: Unsecured 24 10% – (2 178) –

Variable rate instruments
 Financial assets 20 1.44% 3.18% 13 982 13 879
 Financial liabilities: Secured 24 10.28% 13.53% (83) (87)
 Financial liabilities: Unsecured 28 28.39% – (2 942) –
 Financial liabilities: Leases 24 14.79% 14.76% (897) (1 518)

     10 060 12 274

 For individual interest rates applicable to each class of instrument, see note 24.
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5. FINANCIAL RISK MANAGEMENT (continued)

 Market risk (continued)
 Fair value sensitivity analysis for fixed-rate instruments
  The Group does not measure any fixed-rate financial assets or liabilities at fair value or hold any interest rate derivatives. Therefore a change in 

interest rates at the reporting date would not affect income or equity. However, the underlying fair value of the instruments may change with a 
change in interest rates.

Cash flow sensitivity analysis for variable rate instruments
  A change of 100 basis points in interest rates would have increased (decreased) income and equity by the amounts shown below. This analysis 

assumes that all other variables, in particular foreign currency rates, remain constant.  

   Income  Equity
  100 bp 100 bp 100 bp 100 bp

Effect in thousands of US dollars increase decrease increase decrease

31 August 2010 (10) 10 – –

31 August 2009 (12) 12 – –

 Foreign exchange risk
  Foreign exchange risk is the risk that fair value or future cash flows of a financial instrument will fluctuate in South African Rand owing to changes 

in foreign exchange rates.

  The Group is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in a currency other than the respective 
functional currencies of Group entities. The currencies giving rise to foreign currency risk are primarily the South African Rand (ZAR), Pounds 
Sterling (GBP), US Dollars (USD) and Congolese Franc (CDF). The Group does not use derivatives to manage this risk.

  In respect of other monetary assets and liabilities held in currencies other than US Dollars, the Group ensures that the net exposure is kept to an 
acceptable level by only holding enough foreign currencies necessary to meet expected obligations.

 The Group’s exposure to foreign currency risk was as follows based on notional amounts: 
USD exposure 

  to ZAR
In thousands of US dollars 2010 2009

 Trade receivables 1 634 4 457
 Unsecured loans (2 178) –
 Secured loans (83) (87)
 Finance leases (897) (1 518)
 Trade payables (1 194) (1 254)

 Gross balance sheet exposure (2 718) 1 598
 Estimated forecast purchases (20 304) (34 396)

 Net exposure (23 022) (32 798)

  A 5% strengthening in the US Dollar against the South African Rand at 31 August would have increased income by the amounts shown below. 

This analysis assumes that all other variables, in particular interest rates, remain constant.

  2010 2009

 South African Rand 1 151 1 640

  A 5% weakening in the US Dollar against this currency at 31 August would have had the equal but opposite effect to the amounts shown above, 

on the basis that all other variables remain constant.
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5. FINANCIAL RISK MANAGEMENT (continued)

Foreign exchange risk (continued)

 The following significant exchange rates applied during the year:

Reporting date

  Average rate spot rate

 US Dollar 2010 2009 2010 2009

 South African Rand   7.5237 9.09931 7.3373    7.8036

Other price risk

  The Group’s normal policy is to sell diamonds at their prevailing market price. Accordingly, the Group is highly exposed to fluctuations in the price 

of diamonds.

  The Group uses its Trading & Beneficiation department to ensure that all products mined are sold at optimum prices. In order to achieve this, 

diamonds are grouped and marketed in parcels to achieve optimum prices. Value is also added by the polishing of diamonds.

 The Group did not hold any financial instruments that exposed the Group to commodity or other price risk at year end.

Liquidity risk

Liquidity risk is the risk that there will be insufficient funds available to settle obligations when they are due.

  Prudent liquidity management implies maintaining sufficient cash and the availability of funding through an adequate amount of committed 

credit facilities. The Group aims to maintain flexibility in funding endeavouring to conclude and to by keep committed credit lines available. 

Surplus cash held by operating entities over and above balance required for working capital management is transferred to Group treasury. This

cash is invested and managed to ensure optimum returns for the Group.

  The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact of netting 

agreements:

  Carrying Contractual 6 months 6 – 12  More than

In thousands of US dollars amount  cash flow  or less months 1 – 2 years 2 – 5 years  5 years

31 August 2010

Financial liabilities

 Secured loans 14 689 (17 571) (853) (987) (15 664) (67) –

 Finance lease liabilities 897 (954) (411) (371) (155) (17) –

 Unsecured loans 2 178 (2 774) (108) (255) (658) (1 753) –

 Trade and other payables 11 495 (11 495) (11 495) – – – –

29 259 (32 794) (12 867) (1 613) (16 477) (1 837) –

31 August 2009

Financial liabilities

 Secured loans 87 (133) (9) (9) (39) (76) –

 Finance lease liabilities 1 518 (1 733) (404) (300) (907) (122) –

 Trade and other payables 2 790 (2 790) (2 790) – – – –

  4 395 (4 656) (3 203) (309) (946) (198) –

 There were no breaches or defaults with respect to any non-current liabilities in either the current or the prior year.
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5. FINANCIAL RISK MANAGEMENT (continued)

 Fair values

 Fair values versus carrying amounts

 The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of financial position, are as follows:

  Carrying amount Fair value

In thousands of US dollars 2010 2009 2010 2009

 Trade and other receivables 8 358 11 458 8 358 11 458

Cash and cash equivalents 13 982 13 879 13 982 13 879

 Secured loans (14 689) (87) (14 689) (87)

 Finance lease liabilities (897) (1 518) (897) (1 518)

 Unsecured loans (2 178) – (2 178) –

 Trade and other payables (11 495) (2 790) (11 495) (2 790)

(6 919) 20 942 (6 919) 20 942

Capital risk management

  The Group defines total capital as “equity” in the consolidated statement of financial position plus debt. The Group’s objectives when managing 

capital are to safeguard the Group’s ability to continue as a going concern in order to provide returns for shareholders and benefits for other 

stakeholders, and to maintain an optimal capital structure to reduce the cost of capital.

  In order to maintain or adjust this capital structure, the Group may issue new shares, adjust the amount of dividends paid to shareholders, return 

capital to shareholders or sell assets to reduce debt.

  The Group monitors capital on the basis of a gearing ratio. This ratio is calculated as net debt divided by total equity. Net debt is calculated as 

total borrowings (including current and non-current borrowings as shown in the statement of financial position) less cash and cash equivalents.  

Total equity is calculated as shown in the statement of financial position plus net debt.

 There were no changes to the Group’s approach to capital management during the year.

 The Group is not subject to externally imposed capital requirements.

6. SEGMENT REPORTING

Operating segments

 The Group comprises the following operating segments:

  Evaluation:   production, at which point it will form part of the Mining segment. Management has concluded that the newly acquired 

Lesotho kimberlite evaluation project should be reported separately in this segment, as it is closely monitored as a 

potential growth region and is expected to materially contribute to Group revenue in the future.

segment.

Beneficiation: from the sale of these beneficiated and mined diamonds.

  In presenting information on the basis of operating segments, segment revenue is based on the results from each operation. Segment assets are 

based on the operation in which they are used.
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6. SEGMENT REPORTING (continued)

Operating segments (continued)

31 August 2010

Exploration and Evaluation Trading & 

In thousands of US dollars Mining Lesotho Other Beneficiation Other Total

 Total revenue from external customers – – – 85 313 – 85 313

– Rough diamonds – – – 62 782 – 62 782

–  Polished diamonds – – – 22 531 – 22 531

Intersegment revenue 15 585 – 3 336 – – 18 921

15 585 – 3 336 85 313 – 104 234

Cost of sales – – – 78 661 – 78 661

Production Costs* 17 638 – – – – 17 638

 Development/care and 

maintenance costs* 1 192 – – – – 1 192

 Finance income 12 – – 32 897 941

–  Intersegment – – – – 891 891

– External 12 – – 32 6 50

 Finance expense (121) (891) (9) (821) (319) (2 161)

–  Intersegment – (891) – – – (891)

– External (121) – (9) (821) (319) (1 270)

 Depreciation and amortisation (3 315) (108) (4 190) (107) (132) (7 852)

Impairment of non-financial assets – – – – – –

 Segment (loss)/profit before tax (9 265) (4 428) (13 050) (1 377) (2 411) (30 531)

 Taxation 227 – – (216) – 11

 Segment (loss)/profit after tax (9 038) (4 428) (13 050) (1 593) (2 411) (30 520)

 Reportable segment assets 26 967 18 915 19 940 16 405 12 692 94 919

Capital expenditure 1 899 16 613 5 372 85 187 24 156

 Reportable segment liabilities 5 514 7 759 237 5 505 16 702 35 717

 The following results are reportable in terms of geographical segments:

In thousands of US dollars South Africa Other Africa Other Total

 Total revenue from external customers 26 266 – 55 711 81 977

 Revenue related to Top 5 Customers 7 866 – 38 030 45 896

 Amount outstanding Top 5 Customers – – 413 413

 Reportable net assets 23 020 30 829 5 353 59 202

*For a reconciliation of items included in segment report to costs of sales as per note 7, refer to the reconciliation below.



Namakwa Diamonds Limited Annual Report 2010 89

6. SEGMENT REPORTING (continued)

Operating segments (continued)

31 August 2009

Exploration and Evaluation Trading &

In thousands of US dollars Mining Lesotho Other Beneficiation Other Total

 Total revenue from external customers 63 – 270 26 937 – 27 270

– Rough diamonds 63 – 270 20 428 – 20 761

–  Polished diamonds – – – 6 509 – 6 509

Intersegment revenue 8 504 – 491 – – 8 995

Cost of Sales 25 030  25 030

Production costs* 9 442 – – – – 9 442

 Development/care and maintenance costs* 3 152 – – – – 3 152

 Finance income 24 – – 75 339 438

 Finance expense (246) – (11) (4) (100) (361)

 Depreciation and amortisation (2 727) – (3 129) (89) (105) (6 050)

Impairment of non-financial assets (27 357) – (14) (313) – (27 684)

 Segment (loss)/profit before tax (37 116) – (13 742) (34 733) (4 217) (89 808)

 Taxation 2 567 – – 44 – 2 611

 Segment (loss)/profit after tax (34 549) – (13 742) (34 689) (4 217) (87 197)

 Reportable segment assets 26 724 – 17 616 32 319 12 147 88 806

Capital expenditure 2 389 – 3 655 104 56 6 204

 Reportable segment liabilities 5 353 – 406 1 283 623 7 665

*Restated to reflect the additional segment acquired during 2010.

 The following results are reportable in terms of geographical segments:

In thousands of US dollars South Africa Other Africa Other Total

 Total revenue from external customers 15 807 269 11 194 27 270

 Revenue related to Top 5 Customers 5 501 – 1 314 6 815

 Amount outstanding Top 5 Customers 1 745 – 373 2 118

 Reportable net assets 32 143 17 173 31 825 81 141

*Reconciliation of items included in segment report to costs of sales as per note 7.

In thousands of US dollars 2010 2009

 Total cost of sales as per note 7 79 794 61 255

Included in segment report 79 794 61 255

Production costs 17 638 9 442

 Evaluation/care and maintenance costs 1 192 3 152

 Depreciation included in cost of sales 3 131 2 160

Carrying value of inventory value sold 57 796 46 440

–  Carrying value of inventory sold 64 900 19 677

–  Included in Mining segment production costs (7 104) (5 353)

– Net realisable value write-down – 32 116

 Other 37 61
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7. COST OF SALES
In thousands of US dollars 2010 2009

Carrying value of inventory sold (note 18) 64 900 19 677
Inventory write-down to net realisable value (note 18) – 32 116

 Depreciation relating to operations 3 131 2 160
 Electricity and water 544 251
 Equipment rental 29 99
 Fuel and lubricants 3 734 2 479

Motor vehicle expenses 119 85
 Other 453 57

Personnel expenses 3 047 2 601
Repairs and maintenance 2 973 1 133

 Security 864 597

79 794 61 255

8. OTHER (EXPENSES)/INCOME
Loss on disposal/scrapping of fixed assets (550) (639)

 Rental income – 24
 Other income 235 143

(315) (472)

9. EXPLORATION AND EVALUATION EXPENSES
In thousands of US dollars 2010 2009

 Reclassified

  The Group is involved in various exploration and evaluation ventures in South Africa, Namibia, Angola, 
Lesotho and the DRC. In addition certain exploration ventures were acquired. These ventures did not 
represent business combinations and were expensed as exploration costs in line with the Group’s 
accounting policy.

 Exploration and evaluation expenses comprise of the following:
  Costs directly relating to exploration and evaluation operations excluding depreciation and 

acquired exploration properties 10 219 10 289
 Depreciation 4 299 3 129
 Acquired exploration properties expensed – 728

 Total 14 518 14 146

  In the current year the Group has decided to include depreciation on assets used in Exploration and 
Evaluation operations under this line item rather than other expenses. The previous year numbers were 
reclassified and the effect of this is that depreciation of US$3 129 000 previously shown under Other 
Expenses is now included in Exploration and Evaluation Expenses. All other exploration expenditure was 
aggregated in this note.

10. OTHER OPERATING EXPENSES
 Administration and office expenses 958 872
 Auditors’ remuneration

– Audit fee 303 416
– Fees for other services 32 14
Impairment of accounts receivable balances (note 19) 2 321 516
Consulting fees 1 724 578

 Depreciation (note 15) 422 761
Legal fees 888 588
Loss on foreign exchange rate movements 448 612
Personnel expenses (note 11) 7 388 6 879

 Rehabilitation costs (note 27) (41) (177)
 Short-term insurance 304 333
 Travel 1 543 1 156
 Other 372 1 050

16 662 13 598
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10. OTHER OPERATING EXPENSES (continued)
In the current year the Group has decided to include depreciation on assets used in Exploration and Evaluation operations under Exploration 
and Evaluation expenses rather than this line item. The previous year numbers were reclassified and the effect of this is that depreciation of 
US$3 129 000 previously shown under Other expenses is now included in Exploration and Evaluation Expenses

 11. PERSONNEL EXPENSES

In thousands of US dollars 2010 2009

Wages and salaries 9 389 7 923
 Retrenchment costs – 433
 Staff welfare 60 98
 Equity-settled transactions 497 1 026

Cash-settled transactions 489 –

10 435 9 480

 The above is classified as follows:
Cost of sales – relating to operations (note 7) 3 047 2 601

 Other operating expenses (note 10) 7 388 6 879

10 435 9 480

 Number of employees as at 31 August 687 277

12. FINANCE INCOME AND EXPENSES
Interest income 50 438

Interest expense – other (1 269) (361)

(1 269) (361)

 Net financing income (1 219) 77

13. INCOME TAX EXPENSE
Recognised in the income statement
Current tax expense

 Foreign tax – current tax 219 –

219 –

Deferred tax expense  
 Origination and reversal of temporary differences (3 831) (3 954)

Change in previously unrecognised differences (8 361) (2 629)
Benefit of previously unrecognised tax losses recognised 11 962 3 972

(230) (2 611)

 Total income tax credit in income statement (11) (2 611)

Reconciliation of effective tax rate

Loss before tax (30 531) (89 808)

 Tax calculated at domestic tax rates applicable in the respective countries (7 906) (24 294)

 Adjusted for:
 Non-allowable items 2 316 11 427

Current year losses for which no deferred tax assets were raised 6 323 15 518

Previous year losses utilised (722) (40)

11 2 611
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14. CURRENT TAX ASSETS AND LIABILITIES

  The current tax liability of US$230 606 (2009: US$4 000) represents the amount of income taxes payable in respect of current and prior periods 

that exceed payments already made. The current tax receivable of US$0 (2009: US$43 000) represents the amount of income taxes paid that 

exceeds tax payable. (These amounts are included in trade and other receivables – note 19).

15. PROPERTY, PLANT AND EQUIPMENT

 Plant and  Mineral Capital work

In thousands of US dollars Land equipment properties  in progress Total

Cost

 Year ended 31 August 2010

Balance at 1 September 2009 1 112 43 993 26 148 4 229 75 482

 Additions 208 10 463 13 485 – 24 156

 Reclassifications – 2 804 – (2 804) –

 Disposals/scrappings – (2 209) – – (2 209)

 Effect of translation of foreign currencies 68 2 162 2 514 197 4 941

Balance at 31 August 2010 1 388 57 213 42 147 1 622 102 370

 Period ended 31 August 2009

Balance at 1 September 2008 1 119 39 731 26 244 5 806 72 900

 Additions – 6 131 73 – 6 204

 Reclassifications – 1 568 – (1 568) –

 Disposals/scrapings – (3 047) – – (3 047)

 Effect of translation of foreign currencies (7) (390) (169) (9) (575)

Balance at 31 August 2009 1 112 43 993 26 148 4 229 75 482

Depreciation and impairment losses

 Year ended 31 August 2010

Balance at 1 September 2009 – 8 650 26 148 – 34 798

 Depreciation charge for the year 42 7 810 – – 7 852

 Disposals/scrappings – (1 054) – – (1 054)

 Effect of translation of foreign currencies 1 843 1 821 – 2 665

Balance at 31 August 2010 43 16 249 27 969 – 44 261

 Period ended 31 August 2009

Balance at 1 September 2008 – 4 988 960 – 5 948

 Depreciation charge for the year – 5 655 395 – 6 050

 Disposals/scrappings and impairments – (1 921) 20 055 – 18 134

 Effect of translation of foreign currencies – (72) 4 738 – 4 666

Balance at 31 August 2009 – 8 650 26 148 – 34 798

Net book value

 At 31 August 2010 1 345 40 964 14 178 1 622 58 109

 At 31 August 2009 1 112 35 343 – 4 229 40 684
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15. PROPERTY, PLANT AND EQUIPMENT (continued)
  During the year, the Group acquired mining rights and plant in Lesotho. The Group’s Lesotho subsidiary, Storm Mountain Diamonds (Pty) Ltd, took 

a transfer of a mining lease to the Kao Kimberlite pipe and entered into a mining agreement with the Government of Lesotho. Separately, the 
Group acquired plant and other assets out of the liquidation of Kao Diamond Mine (Pty) Ltd. As part of the purchase agreement, the Group has 
to take over certain of the Lesotho debts of the company and its environmental restoration obligation, and certain other liabilities. 

 The purchase price and allocation to assets can be summarised as follows:
In thousands of US dollars 2010 2009

 Total purchase price 16 078 –

 Allocated to:
– Plant and equipment 2 593 –
– Mineral properties 13 485 –

16 078

  As part of the mining agreement, the Government of Lesotho has been allocated a 25% stake in the equity of Storm Mountain Diamonds
(Pty) Ltd at par value on a “free carry” basis. 

  In terms of IFRS 2, the granting of this equity stake classifies the transaction as a share-based payment, as the entity is obtaining the right to 
mine the kimberlite pipe in exchange for equity in the entity. The mining lease provides for the transfer of a 25% equity interest in the entity 
and makes no provisions for cash settlement. As such, the share-based payment was treated and recognised as an equity settled share-based 
payment. Additionally, the mining lease provides for no specific vesting conditions, and as such the equity interest vests immediately.

  The value of the 25% interest was calculated based on an independent external party valuation performed at the date of the acquisition, using 
a discounted cash flow model with a discount rate of 15%, inflation rate of 5,5% and a period of 5 years.

 Impairment tests for cash-generating units containing goodwill
  For the purpose of impairment testing, goodwill is allocated to the Group’s operating segments, which represent the lowest level within the Group

at which the goodwill is monitored for internal management purposes.

  Impairment testing of all assets has been performed in accordance with the Group Accounting Policy, and no impairment provision was deemed 
necessary for the current financial year.

  In the previous financial year, the diamond market was severely impacted by the global financial crisis. This indicator of impairment was considered 
with the Group’s annual impairment exercise. Recovered amounts were based on fair value less costs to sell after considering various factors, 
including diamond prices, expert estimates of resources, and the nature, condition and market value of tangible assets.

Based on the above property, plant, equipment and goodwill were impaired as follows in the previous financial year:

August 2009 (Audited)
In thousands of US dollars Mining Evaluation Beneficiation Total

 Goodwill       3 441 –     313     3 754
 Undeveloped properties and mineral rights 23 529 14 – 23 543

– Capitalised in previous years (note 15) 20 041 14 – 20 055
– Expensed directly in income statement (below) 3 488 – – 3 488

Properties, plant and equipment 387 – – 387

 Total 27 357 14 313 27 684
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15. PROPERTY, PLANT AND EQUIPMENT (continued)
 Impairment tests for cash-generating units containing goodwill (continued)
  Included in the mineral rights impairment as above is an impairment relating to the investment in Idada Trading 167 (Pty) Ltd. On 5 September

2008 the Group acquired the alluvial diamond mining entity of Idada Trading 167 (Pty) Ltd for the consideration of US$3 487 556. The purchase 
consideration was based on the result of a due diligence on the underlying value in the resources of the assets. The entire purchase price was 
written off.

  At 31 August 2010, land with a carrying amount of US$155 371 (2009: US$146 086) was subject to a registered debenture to secure loans 

(see note 24).

  The Group leases production equipment under a number of instalment sale agreements. The leased equipment secures lease obligations 

(classified as finance leases, see note 24). At 31 August 2010, the net carrying amount of leased plant and machinery was US$1 378 136 

(2009: US$1 518 434).

 Depreciation expenses have been charged as follows:

In thousands of US dollars 2010 2009

Cost of sales  3 131 2 160

 Exploration and evaluation expenses 4 299 3 129

 Other expenses 422 761

     7 852 6 050

16. GOODWILL

Reconciliation of goodwill:

Opening balance – 4 572

Impairment  – (3 754)

 Foreign currency translation reserve – (818)

– –

17. DEFERRED TAX ASSETS AND LIABILITIES

 Recognised deferred tax assets and liabilities 

 Deferred tax assets and liabilities are attributable to the following:

In thousands of US dollars Asset Liability Net

 Year ended 31 August 2010

Property, plant and equipment – (359) (359)

Provisions – – –

 Tax value of loss carry-forwards recognised 76 – 76

 Net tax assets/(liabilities) 76 (359) (283)

 Year ended 31 August 2009

Property, plant and equipment – (737) (737)

Provisions 106 – 106

 Tax value of loss carry-forwards recognised 143 – 143

 Net tax assets/(liabilities) 249 (737) (488)
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17. DEFERRED TAX ASSETS AND LIABILITIES (continued)
 Unrecognised deferred tax assets
 Deferred tax assets have not been recognised in respect of the following items:

In thousands of US dollars 2010 2009

 Deductible temporary differences 3 076 3 115
 Tax losses 10 001 7 856

13 077 10 971

  The deductible temporary differences do not expire under current tax legislation in the countries of origin, with the exception of Israel. Israel has 
specific tax laws in place that are applicable to companies involved in the trade and beneficiation of diamonds. Deferred tax assets have not 
been recognised in respect of these items because it is unlikely that future taxable profit will be available against which the Group can utilise 
the benefits.

 Movement in temporary differences during the year
 Effect of

  translation
Balance Recognised of foreign Balance

In thousands of US dollars 1 Sep 09 in income currencies 31 Aug 10

 Year ended 31 August 2010
Property, plant and equipment 737 (405) 27 359
Provisions (106) 106 – –

 Tax value of loss carry-forwards utilised (143) 69 (2) (76)

488 (230) 25 283

   Effect of
  translation
  Balance Recognised of foreign Balance

In thousands of US dollars 1 Sep 08 in income currencies 31 Aug 09

 Year ended 31 August 2009
Property, plant and equipment 4 165 (2 976) (452) 737
Inventory 8 (8) – –
Provisions (209) 102 1 (106)

 Tax value of loss carry-forwards utilised (417) 271 3 (143)

  3 547 (2 611) (448) 488

18. INVENTORIES
In thousands of US dollars 2010 2009

 Rough diamonds 4 844 10 685
Polished diamonds 8 731 11 702
Jewellery 45 45
Consumables 850 353

14 470 22 785

  Included in rough diamonds are inventories to the value of US$1 306 954 (2009: US$7 352 826) carried at net realisable value. Included in 
polished diamonds are inventories to the value of US$2 614 265 (2009: US$7 575 939) carried at net realisable value.

  In Lesotho all diamond inventory is carried at Net Realisable Value of US$1 072 287. Costs related to producing these diamonds are seen as 
exploration expenses and does not affect Cost of Sales.

  Each year, in accordance with IFRSs, the Group performs a detailed exercise to determine the net realisable value of its inventory. During 2009, 
as a result of a decline in the market prices of diamonds the total value of prior year inventories was reduced by US$32 115 810. No write down 
was required in 2010.
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19. TRADE AND OTHER RECEIVABLES
In thousands of US dollars 2010 2009

 Financial instruments
 Trade receivables 3 188 4 457
 Other receivables 2 290 5 145

5 478 9 602

Non-financial instruments
VAT receivable 1 269 879

 Tax receivable – 43
Prepayments 1 611 934

2 880 1 856

8 358 11 458

Trade receivables
  As of 31 August 2010, trade receivables with a gross value of US$42 617 (2009: US$1 178 861) were fully impaired (2009: US$57 395) and 

provided for. No debtors were subject to renegotiation during the current year (2009: US$1 008 601).

 The ageing of trade debtors at year end is as follows:

2010 2009
Gross Impairment Net Gross Impairment Net

 Not past due 2 077 – 2 077 2 462 – 2 462
Past due by 1 to 30 days 105 – 105 416 – 416
Past due by 31 to 60 days 100 – 100 12 – 12
Past due by more than 60 days 1 333 (427) 906 2 141 (574) 1 567

Total 3 615 (427) 3 188 5 031 (574) 4 457

Trade and receivables are provided for based on estimated irrecoverable amounts, determined by reference of past default experience. 
Before accepting any new customers an assessment of the potential customer‘s quality is done which defines credit limits. The credit quality of 
trade and other receivables that are neither past due not impaired can be assessed by reference to historical information about counter party 
default rates:

Credit quality of counterparties:

In thousands of US dollars 2010 2009

 New customers 1 399 1 698
 Existing customers with no defaults in the past 620 764
 Existing customers with some defaults in the past 58 –

 Total 2 077 2 462

Other receivables
 As of 31 August 2010, other receivables with a gross value of US$2 277 687 (2009: US$0) were impaired and provided for.

 The ageing of other receivables at year end is as follows:

2010 2009
     Gross Impairment Net Gross Impairment Net

 Not past due  128 – 128 – – –
Past due by more than 60 days 4 440 (2 278) 2 162 5 145 – 5 145

 Total   4 568 (2 278) 2 290 5 145 – 5 145
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19. TRADE AND OTHER RECEIVABLES (continued)
  Included in other receivables are amounts to the value of US$1 305 856 relating to strategic transactions concluded in the beneficiation sector. 

The nature of these transactions is different from those of normal trade receivables and is therefore disclosed separately. These transactions were 
concluded to enable the Company to gain from unique opportunities in the market that could only be utilised by contracting with these parties. 
All transactions have been concluded with current performing customers of the Company, and therefore management is satisfied that no need 
for impairment of these receivables is necessary. These amounts are outstanding for approximately one year.

  Also included in Other Receivables are various amounts with a total of US$985 000 relating to other transactions incurred in normal business 
activities. Management are satisfied that no impairment is deemed necessary.

 No securities have been obtained to cover these debts.

In thousands of US dollars 2010 2009

Credit quality of counterparties

 New customers 128 –

 Existing customers with no defaults in the past – –

 Existing customers with some defaults in the past – –

 Total 128 –

 Provision for bad debts

Balance at the beginning of the year 574 –

Provisions utilised during the current year (190) –

Provisions raised during the current year 43 574

 Total provision for bad debts (Trade receivables) 427 574

Provisions raised during the current year (Other receivables)  2 278 –

 Total provision for bad debts 2 705 574

20. CASH AND CASH EQUIVALENTS

Bank balances 13 716 13 664

Cash equivalents 266 215

Cash and cash equivalents in the statement of cash flows 13 982 13 879

21. CAPITAL AND RESERVES 

 Share capital and share premium

Movements in the Group’s share capital are reflected below:

Ordinary shares

   31 August 31 August    

In thousands of shares 2010 2009

 On issue at beginning of the year 119 522 116 866

Issued for cash 5 982 –

 Share-based payments 222 444

Issued for the repurchase of “A” shares 4 436 2 212

 On issue at the end of the year – fully paid 130 162 119 522

 At 31 August 2010, the authorised share capital comprised 251 200 000 (31 August 2009: 251 200 000) shares of which 

240 000 000 constituted ordinary shares and 11 200 000 constituted deferred shares. All classes of shares have a par value of 

US$0,000625 (31 August 2009 US$0,000625) per share. All issued shares are fully paid. The Group has also granted share options 

(see note 25).
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21. CAPITAL AND RESERVES (continued)
In thousands of US dollars 2010 2009

Ordinary share capital and share premium 
 Nominal value 82 75
 Share premium 235 960 230 040

236 042 230 115

Ordinary share capital and share premium
 On issue at 1 September 230 115 227 205

Issued for cash 3 177 –
Issued for the repurchase of “A” shares 2 607 2 622

 Exercise of awards 143 288

 On issue at 31 August 236 042 230 115

  The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled to one vote per share at meetings 
of the Company.

21.1 Translation reserve
    The translation reserve comprises all foreign currency differences arising from the translation of the financial statements of foreign 

operations.

21.2 Dividends
   No ordinary dividends were declared or paid during the year.

21.3  Share-based payment reserve
   The reserve for own shares comprises of the cost of the Company’s shares issued as part of the share-based payment. See note 25.

Other Reserves
   Reserves
     31 August 31 August    
    In thousands of US dollars 2010 2009

    Foreign currency translation reserve (7 646) (9 116)
    Share-based payment reserve 6 921 2 934
    Treasury shares (265) –

     (990) (6 182)

    Treasury shares
     Pursuant to a zero-rated interest-bearing loan from the Company, Namakwa Diamonds Trustees Limited acquired 870 000 ordindary 

shares in the Company, on behalf of the Namakwa Diamonds Employee Benefit Trust, via on-market purchases at an average price 
of £0.35 per ordinary share on 9 October 2009. The total amount paid to acquire these shares was US$489 296. This amount has 
been deducted from reserves within shareholders’ equity, as the shares are held for accounting purposes as treasury shares through 
the Namakwa Diamonds Employee Benefit Trust. On 1 December 2009, 865 714 ordinary shares were allocated to employees by the 
Namakwa Diamonds Employee Benefit Trust at a base price of £0.34. Employees elected to sell 400 097 of these shares in permitted 
trading windows during February and August 2010, at an average price of £0.34 per share.       

    Capital balance of treasury shares

     31 August 31 August    
    In thousands of US dollars 2010 2009

    Treasury shares purchased 492 –

    Treasury shares sold (227) –

    Balance at the end of the period 265 –
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22. NON-CONTROLLING INTERESTS

A subsidiary of the Company has also issued “A” preference shares with economic rights to dividends inline with the ordinary shareholders.

 The holders of these shares are therefore treated as non-controlling shareholders in the Group.

     31 August 31 August

In thousands of shares 2010 2009

Number of “A” preference shares

 On issue at the beginning of the period 6 766 8 750

 Share buy-back (4 436) (2 083)

Issued for property, plant and equipment – 99

 On issue at the end of the period – fully paid 2 330 6 766

Capital balance of “A” preference shares

 Nominal value 2 4

 Share premium 11 2 883

13 2 887

 Reconciliation of “A” preference shares balance

 On issue at the beginning of the period 2 887 5 609

Issued for property, plant and equipment – 401

 Share buy-back (2 874) (3 123)

 On issue at the end of the period – fully paid 13 2 887

 Summary of “A” shares

Rights
  Each “A” preference share will be issued on the basis that the only rights attaching to the shares shall be in respect of dividends and on a winding 

up of the company, and voting on matters concerning its class.

Dividends
  The “A” preference shareholders shall be entitled to an “A” ordinary dividend out of the profits of Namakwa Diamond Holdings (Pty) Ltd equal 

to the dividend declared and payable by Namakwa Diamonds Limited, converted to South African Rand at the spot foreign exchange rate on the 

date on which the relevant Namakwa ordinary dividend is payable, provided that Namakwa Diamond Holdings (Pty) Ltd has the resources to pay 

such dividend.

Repurchase
  Each “A” preference shareholder shall be entitled to require the Company to repurchase some or all of the “A” ordinary shares at any time. The

repurchase price is determined by calculating the aggregate of the par value of the “A” preference shares plus any unpaid dividend plus the 

weighted average traded price of Namakwa Diamonds Limited ordinary shares for the 30-day period prior to repurchase.   

  The Company has the ability to settle the repurchase through the issue of Namakwa Diamonds Limited shares. These shares are issued on a one-

for-one basis with each ‘A’ share.
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23. EARNINGS PER SHARE
 Basic earnings per share
  The calculation of basic loss per share for the year was based on the loss attributable to ordinary shareholders of US$29 983 332 and a weighted 

average number of ordinary shares outstanding of 122 686 544, based on the dates on which shares were issued during the year.

31 August 31 August
In thousands of US dollars 2010 2009

Loss attributable to ordinary shareholders
Loss attributable to ordinary shareholders 29 983 82 525
Loss attributable to non-controlling shareholders 537 4 672

 Weighted average number of ordinary shares
In thousands of shares

Weighted average number of ordinary shares at 31 August 122 687 118 789
Weighted average number of “A” shares at 31 August 7 638 8 689

Loss per share
Basic loss per share (0.24) (0.69)

 Diluted loss per share (0.24) (0.69)

Diluted loss per share
  The calculation of diluted loss per share at 31 August 2010 was based on loss attributable to ordinary shareholders of US$29 983 332, 

a weighted average number of ordinary shares outstanding after adjustment for the effects of all dilutive potential ordinary shares of 
122 686 544. There were no adjustments to the amounts used for basic earnings per share, as the Company is in a net loss position and the 
following dilutive transaction became anti-dilutive:  

 The share options outstanding (see note 25).

24. INTEREST-BEARING LOANS AND BORROWINGS
  This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more information about the 

Group’s exposure to interest rate and foreign currency risk, see note 5.

     31 August 31 August    
In thousands of US dollars 2010 2009

Non-current liabilities
 Secured loan 14 677 79
 Unsecured loan 2 011 –
 Finance lease liabilities 188 951

16 876 1 030

Current liabilities
 Secured loan 12 8

Unsecured loan 167 –
Current portion of finance lease liabilities 709 567

888 575

Disclosed in the balance sheet as:
Non-current
Interest-bearing loans and borrowings 16 876 1 030

Current

Current portion of interest-bearing loans and borrowings 888 575
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24. INTEREST-BEARING LOANS AND BORROWINGS (continued)

Terms and debt repayment schedule 
      Denominated Nominal Year of Fair Carrying

In thousands of US dollars currency interest rate   maturity value amount

For the year ended 31 August 2010
Floating rate borrowings:

 Secured loan* ZAR Prime** 2016 83 83

 Finance lease liabilities ZAR 13% – 16.75% 2010 – 2013 897 897

Fixed rate borrowings:

 Secured loan*** USD 8.5% – 17% 2011 14 606 14 606
 Unsecured loan 10% 2015 2 178 2 178
 Total interest-bearing liabilities 17 764 17 764

*  The bank loan is secured by fixed property with a book value 
of US$155 371.

**  In South Africa, the prime interest rate represents the index 
on which banks lend to their customers and is derived from 
the interbank rate.

***  Namakwa Diamonds Limited has pledged the entire issued 
ordinary share capital of Namakwa Diamond Holdings (Pty) Ltd, 
holding company of the Group’s South African operations, and 
any income, offer, right or benefit in respect of any such 
investments as well as all dividends, interest and other money 
payable to Namakwa Diamonds Limited in respect of such share 
capital to Jarvirne Limited. Namakwa Diamonds Limited has 
assigned to Jarvirne Limited all its present and future rights and 
interests in an intercompany loan agreement with Storm
Mountain Diamonds (Pty) Ltd (the Assigned Agreement), 
including all money due or owing to Namakwa Diamonds
Limited or in connection with the Assigned Agreement and 
all rights and remedies for enforcing the Assigned Agreement.

 For the year ended 31 August 2009
Floating rate borrowings:

 Secured bank loan ZAR Prime 2016 87 87

 Finance lease liabilities ZAR 9% – 17% 2009 – 2013 1 518 1 518

 Finance lease liabilities
 Finance lease liabilities are payable as follows:
  Minimum lease 

In thousands of US dollars payments Capital Interest

 For the year ended 31 August 2010
Less than 1 year 785 709 76
Between 1 and 5 years 198 188 10

983 897 86

 For the year ended 31 August 2009
Less than 1 year 704 567 137
Between 1 and 5 years 1 029 951 78

  1 733 1 518 215
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25. SHARE-BASED PAYMENTS

 Share grants

  During the 2007 financial year, key management personnel were incentivised by the grant of shares in the Company. The terms and conditions 

of the share grants are as follows:

   Fair value at

Grant date/ Number of instruments grant date

employees entitled Before split After split US dollar Share class Vesting conditions Status

 Shares issued to 

key management

20 October 2006 89 888 1 438 208 10.38 Ordinary shares Vest over 4 years in 3 equal See

  tranches starting on the reconciliation

  2nd anniversary of below

  employment date

  The fair value of these shares was based on the market value at the grant date. If the market value of the shares at the grant date could not be 

established, the shares were valued by reference to the cost of the first shares issued to other shareholders after the grant date.

 Reconciliation of 20 October 2006 grant

 Number of share grants 2010 2009

 Total outstanding at beginning of year 500 573 944 221

Exercised during period (221 825) (443 648)

 Forfeited (278 748) –

 Total outstanding at end of the year – 500 573

 Share options

  In 2007, the Group established a share option plan that entitles senior employees to be granted options over shares in the Company. In 

accordance with this plan, options were granted to certain members of key management on 30 November 2007 with an exercise price equal to 

the subscription price of US$27,88 (converted to US$0,000625 each), paid by investors for each preference share in the capital of the Company 

subscribed under the subscription and shareholders’ agreement entered into on 8 May 2007.

 The terms and conditions of the options granted are listed below and all options are to be settled by physical delivery of shares:

  Original   

  number of   Contractual

Grant date/ instruments  Vesting life of

employees entitled  granted Share class conditions options

#1 Key Management Vested on

30 November 2007 603 994 Ordinary shares 30 November 2007 5 years

#2 Key Management  A portion vests in 3 equal

30 November 2007 1 685 837 Ordinary shares tranches over 12/24/36 months 5 years

  and the remainder over 

  24/36/48 months

#3 Management and Staff Vest in 3 equal tranches

30 November 2007 to 28 July 2008 1 421 479 Ordinary shares over 24/36/48 months 5 years

 Total share options 3 711 310
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25. SHARE-BASED PAYMENTS (continued)

 The number and weighted average exercise prices of the share options are as follows:

  Weighted

  average

Weighted average Number exercise Number

exercise price of options price of options

In thousands of options 2010 2010 2009 2009

 Outstanding balance at the beginning of the year 1.82 2 628 2.30 3 711

 Forfeited – (1 083)

 Outstanding balance at the end of the year 1.82 2 628 1.82 2 628

 Exercisable at the end of the year 1 492  732

  The fair value of services received in return for share options granted is based on the fair value of share options granted, measured using a 

binomial lattice model, with the following inputs:

Fair value of share options and assumptions #1 Key Management

 Fair value per option granted (weighted average) $1.77

 Share price (weighted average) $2.09

 Exercise price (weighted average) $2.09

 Expected volatility 37.22%

 Expected option life (weighted average) 4.66 years

 Expected dividends 0%

 Risk-free interest rate (based on national government bonds) – USD 3.59%

Fair value of share options and assumptions #2 Key Management

 Fair value per option granted (weighted average) $1.99

 Share price (weighted average) $1.82

 Exercise price (weighted average) $1.82

 Expected volatility 37.22%

 Expected option life (weighted average) 3 years

 Expected dividends 0%

 Risk-free interest rate (based on national government bonds) – USD 3.59%

Fair value of share options and assumptions #3 Management and Staff

 Fair value per option granted (weighted average) $0.81

 Share price (weighted average) $2.76

 Exercise price (weighted average) $2.76

 Expected volatility 37.22%

 Expected option life (weighted average) 3 years

 Expected dividends 0%

 Risk-free interest rate (based on national government bonds) – USD 3.59%
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25. SHARE-BASED PAYMENTS (continued)

  The volatility of the Company was not easily measurable as the Company had been listed for less than one year at the grant date. The volatility 

of Trans Hex Group Limited was therefore used as a surrogate in the share option valuation of Namakwa Diamonds Limited according to 

management’s best estimates.

  Non-market vesting conditions are not taken into account in the grant date fair value measurement of the services received. There are no market 

conditions associated with the share option grants.

 Refer to note 15 for details on the share-based options granted to the Lesotho Government.

 Personnel expenses

In thousands of US dollars 2010 2009

 Expense relating to share options 647 663

 Expense relating to direct share grants (150) 363

 Total expense recognised as employee costs 497 1 026

26. OPERATING LEASES

 Non-cancellable operating lease rentals are payable as follows:

Less than 1 year 174 145

Between 1 and 5 years 478 288

More than 5 years – 69

652 502

 The Group leases office space under operating leases. The leases run for variable periods and rent increases are negotiated annually.

  During the year ended 31 August 2010, US$164 575 was recognised as an expense in profit or loss included in other operating expenses.

27. PROVISIONS

  Environmental restoration

2010 2009

In thousands of US dollars Total SA Lesotho Total SA Lesotho

Balance at 1 September 2 778 2 778 – 3 003 3 003 –

Change in estimate for the year (41) (41) – (177) (177) –

Initial provision raised on acquisition of asset 3 032 – 3 032 – – –

 Effect of translation of foreign currencies 175 175 – (48) (48) –

Balance at 31 August 5 944 2 912 3 032 2 778 2 778 –

 Non-current 5 944 2 912 3 032 2 778 2 778 –

Current – – – – – –

5 944 2 912 3 032 2 778 2 778 –

 Provision for rehabilitation of South African mining sites (alluvial)

  The provision represents the Group’s obligation to rehabilitate mining sites acquired during previous periods. In accordance with South African

law, land contamination by the Group’s mines operated by its subsidiaries in South Africa must be restored to its original condition at the end 

of the mine’s useful life.  All current mining operation sites are restored on an ongoing basis, and no liability is recognised at the reporting date. 

However, a liability exists for past unrestored sites acquired during previous years. The long-term nature of the liability results in considerable 

uncertainty in estimating the costs that will be incurred and the timing of restoration. In particular, the Group has assumed that the sites will be 

restored using technology and materials that are currently available. 
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27. PROVISIONS (continued)

  The provision has been calculated using a South African Rand based discount rate of 11% and a variable inflation rate ranging from 7% to 

11,4%, depending on the expected inflation rate for specific items. In addition, the following assumptions were embedded in the calculation:

2010 2009

 Rehabilitation cost per ton (in South African Rand) 5.64 5.91

Volumes to be filled (in cubic metres) 4 465 551 4 572 810

 Provision for rehabilitation of Lesotho mining site (kimberlite)

  The long-term nature of the liability results in considerable uncertainty in estimating the costs that will be incurred and the timing of restoration.  

In particular, the Group has assumed that the sites will be restored using technology and materials that are currently available. 

  The provision has been calculated using a discount rate of 7% and a variable inflation rate depending on the expected inflation rate for 

specific items. 

28. TRADE AND OTHER PAYABLES

In thousands of US dollars 2010 2009

 Trade payables 6 659 1 558

 Other payables 4 836 1 232

– Share-based payment liability* 314 –

– Unsecured loan 2 942 –

– Other 1 580 1 232

11 495 2 790

*Reconciliation of share based payment liability:
 Opening balance – –
 Grant of shares 489 –

Paid in Cash (204) –
 Revaluation 29 –

Closing Balance 314 –

29. CAPITAL COMMITMENTS

  During the year ended 31 August 2010, the Group entered into a contract to purchase property, plant and equipment for US$0 (2009: 

US$1 650 000). 

30. RELATED PARTIES

 Identity of related parties

 The Group has a related party relationship with its subsidiaries, joint ventures, directors and executive officers.

Transactions with key management personnel

 Directors of the Company and their immediate relatives control 14,98% (2009: 16,51%) of the voting shares of the Company. 

  During the year, remuneration paid to key management personnel and directors for services rendered amounted to US$2 968 316 

(2009: US$2 779 703). In addition to these payments, share-based payments were granted as described in note 25.
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30. RELATED PARTIES (continued)

Group entities

 Significant subsidiaries
 As at the year end, the following were subsidiaries:

  Activities of Country of Ownership

  principal subsidiaries incorporation interest

 Namakwa Diamonds Trustees Ltd Trust company Bermuda 100

 Namakwa Diamonds Botswana (Pty) Ltd Trading & Beneficiation Botswana 100

Kasai Resources Mining Ltd Holding company BVI 100

Compagnie De Development Rural SPRL Mining/Exploration DRC 100

 Dorod SPRL Mining/Exploration DRC  100(1)

Kobongo Development Co SPRL Mining/Exploration DRC 100

Longathsimo Diamond Mining Co SPRL Mining/Exploration DRC 80

Lubembe Diamond Mining Co SPRL Mining/Exploration DRC 100

Lungudi Diamond Mining Co SPRL Mining/Exploration DRC 100

Mbelenge Diamond Mining Co SPRL Mining/Exploration DRC 100

Namakwa Diamonds Alluvials DRC SA Mining/Exploration DRC 100

 Namakwa Diamonds Mining Company DRC SPRL Exploration DRC 100(1)

 Namakwa Diamonds Israel Limited Trading & Beneficiation Israel 100

 Storm Mountain Diamonds (Pty) Ltd Mining/Exploration Lesotho  100(5)

Namakwa Batla Diamonds Holdings Holding company Mauritius 100

 Namakwa Properties Namibia (Pty) Ltd Exploration Namibia 100

Tidal Diamonds (Pty) Ltd Exploration Namibia 100

 Adima SA Holding Company Panama 100(1)

 Amira Enterprises SA Holding Company Panama 100

 Debon Logistics Limited SA Holding Company Panama 100

Namakwa Diamonds Botswana SA Holding Company Panama 100

 Namakwa Diamonds Namibia SA Holding Company Panama 100

Namakwa Diamonds RDC SA Holding Company Panama 100

Namakwa Diamonds West Africa SA Holding Company Panama 100

 Albetros Inland Diamond Exploration (Pty) Ltd Mining/Exploration RSA 95

 Amber Cascades (Pty) Ltd Mining/Exploration RSA 100

Batavia Trading 46 (Pty) Ltd Mining/Exploration RSA 100

Big Sky Trading 461 (Pty) Ltd Mining/Exploration RSA 100

Central High Trading 58 (Pty) Ltd Mining/Exploration RSA 100

Central Node (Pty) Ltd Mining/Exploration RSA 100

Counter Point Trading 403 (Pty) Ltd Mining/Exploration RSA 100

 Dumela Diamonds (Pty) Ltd Mining/Exploration RSA 100

Elite Diamond Cutting Works (Pty) Ltd Trading & Beneficiation RSA 100

 Hlosi Mining (Pty) Ltd Mining/Exploration RSA 74(3)

Idada Trading 167 (Pty) Ltd Mining/Exploration RSA 100

Meondo Trading 72 (Pty) Ltd Mining/Exploration RSA 100

Mirimar Trading 57 (Pty) Ltd Mining/Exploration RSA 100

Monroe Mining (Pty) Ltd Mining/Exploration RSA 100
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30.  RELATED PARTIES (continued)

Group entities (continued)

 Significant subsidiaries (continued)
  Activities of Country of Ownership

  principal subsidiaries incorporation interest

Morning Dew Properties (Pty) Ltd Mining/Exploration RSA 100

Namakwa Diamond Holdings (Pty) Ltd Holding Company RSA 100

 Namakwa Diamonds Management Services Mining/Exploration RSA 100

 Namakwa Diamonds Mining North West (Pty) Ltd Mining/Exploration RSA 100

 Namakwa Diamonds Mining South Africa (Pty) Ltd Mining/Exploration RSA 100

 Namakwa Diamonds Trading (Pty) Ltd Trading & Beneficiation RSA 100(2)

 Northern Node (Pty) Ltd Mining/Exploration RSA 100

 Oersonskraal Mining Company (Pty) Ltd Mining/Exploration RSA 48.1(4)

Praxos (Pty) Ltd Mining/Exploration RSA 100

Pypklip Diamante (Pty) Ltd Mining/Exploration RSA 100

 River Queen Trading (Pty) Ltd Mining/Exploration RSA 100

Scarlett Queen Properties (Pty) Ltd Mining/Exploration RSA 100

 South East Node (Pty) Ltd Mining/Exploration RSA 100

 South Node (Pty) Ltd Mining/Exploration RSA 100

 South West Node (Pty) Ltd Mining/Exploration RSA 100

 Spring Green Trading 115 (Pty) Ltd Mining/Exploration RSA 100

 Namakwa Diamonds Swaziland (Pty) Ltd Dormant Swaziland 100
(1) In the subsidiaries incorporated in the DRC, 1% of the shareholding is held by an employee on behalf of the Group to comply with the regulatory environment of the country. These

1% shareholdings are effectively held by the Group and are included in the consolidation of the Group.  

(2) 26% of the shareholding in each of these companies has been allocated to the Company’s BEE partners for the South African Group, subject to certain conditions precedent, which 

have yet to be satisfied.

(3)  Namakwa Diamonds controls 100% of the economic value in this company.

(4)  Hlosi Mining (Pty) Ltd has a 65% shareholding in this company.

(5) Post the year-end, 25% of this shareholding will be transferred to the Government of Lesotho on a “free carry” basis (refer note 15, page 92), pursuant to the terms of the Mining 

Agreement with the government for the Kao project area.  Also, pursuant to the agreement with government, 12.5% of the project will be transferred in due course to Basotho 

shareholders for value and a further 12.4% may be made available to partners within the project, subject to certain corporate events.

31. SUBSEQUENT EVENTS

  No matter which is material to the financial affairs of the company has occurred between 31 August 2010 and the date of approval of the 

financial statements.
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