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Executive Summary 

• The current Diamond Tender sales process utilized by Alexkor/RMC PSJV is a well-established, 

competitive, effective, and preferred method for selling the Alexkor/RMC PSJV diamonds and 

is utilized extensively and successfully by other small, mid-sized, and large producers.  This 

method as currently operated should achieve the highest prices for the Alexkor/RMC PSJV 

production 

 

• The personnel involved in the management, valuations, handling, and marketing of the 

Alexkor/RMC PSJV goods from source to sales point are professional, committed, and mindful 

of their responsibilities in the handling of high-value product.  Equally the systems and checks 

and balances for documenting, transporting, safe storage, audit, and reconciliation of the 

goods are robust with diligent attention to detail 

 

• Small producers like Alexkor/RMC PSJV are ‘price takers’ relying on a market driven by a 

willing buyer-willing seller’ scenario.  Notably every diamond produced is different and unique 

and regardless of quality there is no daily international benchmark and pricing system for 

diamonds as for example with gold, silver, base metals, and other commodities traded 

internationally.  

 

• Selling of the relatively small but good quality production parcels mined and marketed by the 

Alexkor/RMC PSJV via an offtake agreement with a single buyer(s) is unlikely to provide a 

more cost effective process nor achieve higher prices and would expose the Alexkor/RMC 

PSJV to price-manipulation, and allegations of collusion and corruption.  

 

• The process of selecting the stones for beneficiation may lead to the selection of better 

quality stones for manufacturing despite the Tender House endeavouring to avoid any 

selection that can impair the average value of the parcels shown on the Tenders.  Since the 

range of goods that can be beneficiated profitably in South Africa is restricted to a small 

portion of the production range only a limited number of diamonds and carats are currently 

allocated to this process. The profit split between Alexkor/RMC PSJV and the beneficiator 

(Daniel Nathan Trading), is such that, after the costs of beneficiation, the majority of the 

value-add is in Alexkor/RMC PSJV’s favour and the split is considered to be fair. 

 

• Visibility of the top 3 bids to the Tender House prior to closing is a concern and could 

potentially lead to suspicion that the Tender House may collude with buyers to win bids for 

selected parcels. Whilst this may lead to a higher price on the parcel in the short term, this 

could influence a decision by the participants in the diamond market as to whether they will 

attend the tender process and ultimately lead to less competition in the tender process.  

 

• Analysis of historic data shows that there has been a declining trend in the average value per 

carat achieved at the tenders.  This could relate to a number of factors, including changing 

diamond market dynamics, the influence of cheaper synthetic diamonds impacting the 

smalls/Melee end of the Alexkor/RMC PSJV production, the fact that the Alexkor/RMC PSJV 
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operation represents a 90 year old resource that has been heavily and selectively exploited in 

the past, and geological factors including the decrease in average stone size from north to 

south.  The Orange River mouth area typically yielded the largest average size (approximately 

1 carat per stone) whereas as the average stone size to the south, including Muisvlak, is much 

smaller (about 0.27 carats per stone).   

 

• Alexkor/RMC PSJV’s production profile is best described as bi-modal with the majority of 

production and value coming from the top end of production (singles) and the lower end of 

production (6 grainers to -7) yielding increasingly lower prices in line with market changes 

including tightening credit conditions in the Indian cutting market and the increase in 

synthetic or laboratory produced gemstone diamond production 

 

• In the opinion of this author the Diamond Tender process whereby the Alexkor/RMC PSJV 

goods are marketed and sold by its agent, Alexander Bay Diamond Company (previously 

Scarlet Sky Investments 60), is run efficiently and safely, there is a representative mix of 

buyers and successful bid-winners at each tender that does not indicate collusion within the 

buyers, and there is no obvious evidence of corruption across the process and systems in 

place.  There are also a sufficiently large number of local and international buyers attending 

the tenders to ensure a competitive bidding process and realization of prices in-line with 

international rough diamond pricing for the goods marketed and sold 

 

• There are some adjustments and improvements that could be implemented in respect of the 

Diamond Tender marketing and sales process and these are outlined under the 

Recommendations section that follows. 

Recommendations 

1. The timing of the Alexkor/RMC PSJV Tenders should be changed such that they are either held 

back-to-back with, or slightly ahead of the other tender house sales, rather than being 

dictated by production periods ie. it should be market driven and not production driven. 

Additional working capital may be required in order to effect this change. 

 

2. Land and sea production should be marketed as separate parcels so there is no doubt and 

debate as to the relative value of land and sea production.  

 

3. The sale of 5 and 6 carat stones separately has apparently resulted in higher prices for these 

goods and this should also be considered and tested for 4 carat and 3 carat production 

 

4. The process of boiling and cleaning of the rough production should be improved in order to 

ensure the diamonds have sufficient retention time in the acid. (It is noted that the Tender 

House is in the process of upgrading the system in-house)  

 

5. A December tender is not a good time for selling as no-one wants to sit with stock; this sale 

should be held in January or late November. Obviously working capital requirements may 

dictate this but attempts should be made to address this. 
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6. Beneficiation of more goods is required but cannot be limited to 2.5 -4 carats as discussed in 

the section on beneficiation. Adding value of the 4-8grns should be actively tested in South 

Africa and/or tested with an Indian partner 

 

7. Branding opportunities should be considered for Akexkor/RMC PSJV’s exceptional marine 

production, particular for larger rough and beneficiated/polished stones.  Consideration 

should possibly be given to developing an Alexkor/RMC PSJV brand of jewellery (with SA 

jewellery designers). This could be marketed through 3 stores – OR Tambo, Cape Town 

International and the Waterfront, though this would probably require a strategic partner. 

 

8. The Fantasy computer system should NOT ALLOW ANYONE to view the bids prior to closing 

and the Tender House should photograph and document each parcel of diamonds offered on 

tender, in particular the single stones in the parcels. This info is invaluable for audited process 

to help explain why a parcel attracted a low price such as the variation in the price received 

for the 5 carat stones in the December sale 

 

9. The Tender process should be more visible to Alexkor/RMC PSJV’s mining contractors to 

overcome the current negative perception around the tender process. It would be beneficial 

to expose the contractors to this sales process, the diamond market, and why Diamond Price 

Indices can be misleading.  A quarterly feedback and problem-sharing engagement process 

involving information sharing, presentations by management and invited experts, and similar 

activities would be beneficial to all parties and pre-empt further “Gavin Craythorne” incidents 

 

10. It would be appropriate to review and refresh the large amount of paperwork and procedures 

that are currently in place to track the movements of diamonds from source to sales point.  

The current system though effective and well managed has evolved over time and been 

subjected to various ‘add-ons’ – refreshing and where appropriate simplifying the procedures 

and system will  enhance functionality, integrity, and cost effectiveness 

 

11. It would be advantageous to undertake a further broader review of all available Alexkor/RMC 

PSJV diamond production and stone size distribution, historical and current, to further assess 

the efficiencies of the existing mining and recovery processes, relate this to geological features 

and controls of the marine and land deposits, and through this process provide additional 

insight, interpretations, and recommendations which will assist management with its mid to 

long term mine planning and development, mining methods and recovery technology 

applications, and optimization of this extremely old and heavily exploited deposit.  Critically 

the long term survival and success of the Alexkor/RMC PSJV will depend on the ability to 

sustainably increase production, reduce and manage costs, and attract new exploration and 

development capital.  This author has already undertaken additional work, analysis and 

observations on the operation, mining and processing methods, and diamond data, and 

provided some additional inputs to management which will be further discussed and 

interrogated with the Team of Alexkor/RMC PSJV in the interest of long term enhancements 

and improved diamond recoveries and sales. 
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1. Introduction 

The diamond deposits of Namaqualand were discovered in 1926 and were further delineated by the 

work of Dr. Hans Merensky who identified Oyster shell as being a significant marker for the paleo 

beach terraces in 1927. 

The State Alluvial Diggings were proclaimed in 1928 and mining has taken place along this arid 

section of coastline, approximately 135 kms in extent from north to south (Figure 1), for the past 90 

years.  Since then with the State Alluvial Diggings being transformed firstly into the Alexander Bay 

Development Corporation in 1989 and then incorporated into a public company, Alexkor Limited, 

with the State as the sole shareholder in 1992. 

Since discovery 90 years ago the alluvial deposits have been heavily exploited such that current 

mining operations are largely dependent on the successful identification and scavenging of remnants 

and small pockets of gravels which presents challenges to long term planning and consistency of 

production.  Climate change is also increasingly impacting on the availability of sea days and the 

ability to operate in the shallow and mid-water marine deposits. 

During 2007 the Constitutional Court upheld the restitution claim by the Richtersveld Communities 

(which did not include Port Nolloth) and a Deed of Settlement was instituted in October 2007. This 

recognised the communities claim over the land and land mineral rights. A Pooling and Sharing Joint 

Venture (PSJV) was formed between Alexkor (51%) holding the marine mining rights, and the 

Richtersveld Mining Community (RMC) (49%) the land mining rights. 

The PSJV currently owns the diamond recovery plants at Alexander Bay and at Muisvlak near Port 

Nolloth. The PSJV does not conduct any mining or exploration activities at present with all of the 

land, beach, and marine mining activities being conducted by private contractors. The private 

contractors mine areas allocated to them under contract from the PSJV and deliver gravel to two 

diamond recovery plants for batch processing where the gravel is concentrated for final recovery by 

the Alexkor/RMC PSJV PSJV. 

The final recovery process is undertaken by the contractor typically in conjunction with officials from 

the PSJV and the diamonds are counted, weighed, documented and signed off by both Parties before 

they are sorted into size fractions by the PSJV.  

The diamonds are transferred at the end of each production cycle (typically 8 per annum) to 

Johannesburg where they undergo a cleaning process and then sorted and valued, a 10% parcel is 

offered to the State Diamond Trader and up to 5% can be selected for beneficiation. The quantity 

selected for beneficiation has varied from 0.8% to 2.7% with an average of 1.4%. 

The bulk of the Alexkor/RMC PSJV production comprising 85-89% of mine production (depending on 

how many diamonds are selected for beneficiation) of the Alexkor/RMC PSJV goods is offered to 

buyers in a diamond sales tender process that typically lasts a week.   

Revenue from the sale of the diamonds is shared between the PSJV and the private contractors.  

Diamond sales are the only source of revenue for the Alexkor/RMC PSJV. 
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Figure 1:   Summary map showing the distribution of the Alexkor/RMC PSJV mining properties on 

the north-west coastline of RSA and the average stone size distribution and variability 

for diamonds from the land resource blocks from north to south. 

 

  

2. Background  

The author of this report was requested and contracted to undertake an independent review and 

audit of the process from sourcing (mining) the diamonds through to the sale point was requested 

by the CEO of the Alexkor/RMC PSJV, Mr Mervyn Carstens. It is believed that this investigation was 

requested as a result of: 
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• negative press publicity regarding the awarding of the tender process to a Tender House 

that had a politically connected individual as the BEE partner. This individual was linked to 

the Minister of Mineral Resources and an associate in the Gupta State Capture Project. 

• Ongoing negative publicity on the prices achieved for diamonds sold on the tender by the 

Alexkor/RMC PSJV. 

• A desire by management to find improvements in the process in order to improve the 

sustainability for the benefit of Alexkor/RMC PSJV and contractors alike. 

This report focusses on the Alexkor/RMC PSJV diamond tender process, from receipt of the 

diamonds through to closing of the tender, invoicing and the analysis of sales data from January 

2011. 

Other supporting work on the diamond processing and recovery procedures applied at Alexkor/RMC 

PSJV and analysis of the diamond sales data was undertaken in the course of this independent study 

and has been made available to management. 

3. Scope and Objectives of Independent Review  

The following extract is taken from the contract outlining the scope and intention of the audit and 

review process. 

3.1 Review and interrogate the diamond recovery, handling, documentation and all related 

processes at the PSJV diamond mine in Namaqualand, prior to shipping of the goods to the 

tender house in Johannesburg, including the following: 

a. procedure whereby the PSJV contractors hand-over their diamond production to the 

PSJV personnel 

b. review all handling, weighing and documentation procedures 

c. review the on-site initial evaluation of goods 

d. review process of sealing and export of goods via courier to the Tender House at 

Killarney in Johannesburg 

 

3.2 Review and interrogate all procedures that apply to the receipt, handling, weigh-in, 

documentation, and opening of goods as received in Johannesburg, and then prepared and 

sold 

a. Review receipt of goods, and procedures to reconcile tracking and weights between 

the PSJV and the Tender house of Alexander Bay Diamond Company(previously 

trading as Scarlet Sky Investment 60 in Johannesburg (SSI) 

b. review all documents and procedures to ensure the auditing and integrity of 

procedures, including broker note procedures 

c. review cleaning, sorting, parcel-subsetting into different categories (sizes and 

qualities), and reserve price procedures  in preparation for tender process 
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d. observe tender process once viewing is underway and bids are submitted 

e. observe opening of bids and announcement of results process 

f. review all other processes and ancillary services associated with the tender, 

including the robustness of the proprietary Tender software system, back-ups, and 

document security 

g. review selection and suitability of buyers with Tender manager 

h. review CCTV and related security procedures to ensure proper handling of goods, 

and overall safety of personnel and product 

3.3 Complete a detailed Report which shall, amongst other information and opinions, include the 

following: 

a. Brief overview and general observations of the entire process 

b. Documentation of any potential short comings  in the procedures 

c. Recommendations for changes and enhancements to the process 

d. Any other aspects that the author considers pertinent to this assignment  

 

4.  Methodology  

An introductory site visit was made to the Tender House situated in Killarney on the closing day of 

tender #277 on 6 December 2018.  Parcels of the diamond tender being undertaken at that time 

were viewed and inspected and the process of providing the parcels to the attendees at the tender 

was reviewed.   The closing of this tender was viewed at the offices in Melrose Arch with the 

resultant sales report. 

A site visit to Alexander Bay was conducted from Monday 28th January to Friday 1st February 2019. 

The timing of this visit was to coincide with the closing of production for tender #278 on Thursday 

31st January and the transport of the diamonds to Johannesburg by charter flight on Friday 1st 

February. 

Monday involved travelling to Alexander Bay by Air Namibia via Windhoek, Luderitz and 

Oranjemund. Road transport was arranged by the mine to Alexander Bay. The connecting flight from 

Windhoek to Luderitz and Oranjemund was delayed several hours because of fog in Walvis Bay. It is 

understood that this route from Johannesburg can often be delayed by hours if not days because of 

flight disruptions. Alexander Bay was only reached in the evening despite a 0640 start from OR 

Tambo in Johannesburg. 

 A meeting was held with the CEO, Mervyn Carstens upon arrival.  Subsequently on Tuesday, 

Wednesday and Thursday incorporated visits to the following: 

• Coffer Dam operation 

• Beach and shallow water operations 
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• The Alexander Bay harbour 

• Gravel stockyards 

• The loading bins at the Alexander Bay plant 

• The Alexander Bay plant including the final recovery and sort-house 

• A visit to the Muisvlak plant in the southern portion of the Alexkor/RMC PSJV Mining Area 

• Bedrock sweeping operation  

• Port Nolloth harbour (controlled by De Beers) 

• The security control room 

• Finance area (Financial manager) 

• General management meetings 

• Sort-house for preparation of the diamond parcel for collection by the security company for 

transfer to Johannesburg 

Friday 1st February was the collection of the diamond parcel from the secure area in the plant and 

transfer to the airport in Alexander Bay. The diamond parcel was accompanied on the charter flight 

to Rand Airport where it was taken by security to the tender house. 

The parcel was then viewed at the tender house before being transferred to the safe deposit box in 

the Knox vaults beneath the building. 

The Tender House activities were attended from Saturday 2nd February to Thursday 14th February for 

the following: procedures and activities to be observed, interrogated, and documented: 

• Saturday 2nd February placing a portion (the acid pots could not take all of the assortment of 

the goods) of the diamonds in acid for cleaning 

• Monday 4th February removal of the diamonds from the acid, sorting these diamonds and 

placing of the remaining diamonds in the acid for cleaning and then sorting later that day. 

• Tuesday 5th February the diamonds were valued by the tender house and diamonds were 

selected for the State Diamond Trader. 

• Wednesday 6th February the State Diamond Trader came to value the selected goods. 

• Thursday 7th February the Government Diamond Valuer attended to value the diamonds 

selected for the State Diamond Trader. The diamonds for tender were parcelled for the 

tender. 

• Friday 8th February the tender commenced and the process of the tender was reviewed. 

• The tender was attended through to the close on Thursday 14th February. This included: 

o Reviewing the tracking and security on diamonds  presented in the tender 

o Viewing the methodology used by various companies attending the tender  

o Interviewing  various individuals attending the tender      

o reviewing the process of the diamond beneficiation, including the documentation 

tracking the individual stones 

o Reviewing documentation from the mine though to the after sales  

o Reviewing historical information and data  

o Discussing the tender process with members of Alexander Bay Diamond Company, 

Joe Gaddie diamonds (beneficiation factory)    
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Friday 15th February to Sunday 17th February was spent analysing data from After sales reports and 

writing up the Report.  

Figures 1 and 2 that follow below summarize the overall processes of recovering, cleaning and 

recording diamonds at the mine site, and tracking the entire cleaning, valuation and sales process at 

the Tender House in Johannesburg that were reviewed by the author of this report in the course of 

undertaken the independent study and analysis of the Alexkor/RMC PSJV tender process 

5.  Human Resources Interviewed 

A number of people were interviewed at both the mine and the tender house.  These included but 

were not limited to the following: 

• The CEO of the Alexkor/RMC PSJV – Mr Mervyn Carstens 

• Secretary to the Alexkor/RMC PSJV – Ms Raygen Philips 

• Operations Manager to the Alexkor/RMC PSJV – Mr Gerone Cloete 

• Security Manager to the Alexkor/RMC PSJV – Mr Jerry Matsetela 

• Sorthouse Co-ordinator Alexkor/RMC PSJV -  Ms Michelle Adams 

• Financial Manger to the Alexkor/RMC  PSJV – Mr Frederich Strauss 

• Financial Accountant to the Alexkor/RMC  PSJV – Mr Franklin Cloete 

• Credit Controller to the Alexkor/RMC PSJV-  Ms Rose Goosen 

• Alexander Bay Diamond Company  (previously Scarlet Sky Investments) – Mr Daniel Nathan 

• A contractor to the Alexander Bay Diamond Company  (previously Scarlet Sky Investments) – 

Mr  Dale Horne  

• Daniel Nathan Trading – Ms Mandy Ash 

• Joe Gaddie Diamonds – Mr Joe Gaddie 

• Various attendees at the tender 

• Kwame Diamonds – CEO Ms Jo Mathole 

• Nungu Diamonds – CEO Mr Kealebogo Pule 

It should be noted that various incumbents in the two plants, Alexander Bay and Muisvlak, and the 

Sorthouse were also interviewed. 

6. Definitions of Diamond Sizes 

Throughout the report there are references to various sizes of diamonds that are commonly used in 

the industry (see Table 1).  De Beers has been the dominant producer of diamonds for well over a 

hundred years and their definitions prevail in the industry, whether some of these are historically 

sourced from periods prior to De Beers’ dominance is irrelevant.  

De Beers refers to diamonds above 10.8 carats in weight as “Specials” and then diamonds are either 

referred to as their carat weight which refers to a range of weights e.g. a 6 carat stone is any stone 

that is in the range of 5.80 carats to 6.79 carats. De Beers also uses mesh sizes to define weights as 

with the large number of small stones that typically occur in a kimberlite. The smaller individual 

stones are not weighed separately but are sieved into their size categories, which through the De 
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Beers experience correlates with a weight range.  At Alexkor/RMC PSJV any diamond above 6.80 

carats is referred to as a single, because they are sold as single stones.  

 

Table 1:  Size categories for sorting of Alexkor/RMC PSJV goods 

Category 

 

Size 

Singles � 6.79 carats per stone 

6 carats � 5.80 carats < 6.79 carats 

5 carats � 4.80 carats < 5.79 carats 

4 carats � 3.80 carats < 4.79 carats 

3 carats � 2.80 carats < 3.79 carats 

10 grainers (grns) � 2.40 carats < 2.79 carats 

8 grainers (grns) � 1.80 carats <2.79 carats 

6 grainers (grns) � 1.40 carats < 1.79 carats 

5 grainers (grns) � 1.20 carats <1.39 carats 

4 grainers (grns) � 0.90 carats < 1.19 carats 

3 grainers (grns) � 0.66 carats <0.89 carats 

+11 sieve (+11) � 0.40 carats <0.65 carats 

+9 sieve (+9) � 0.30 carats < 0.39 carats 

+7 sieve (+7 � 0.20 carats <0.29 carats 

-7 sieve (-7)    > 0.01 carats <0.29 carats 

 

7. The Tender Process 

7.1  Introduction 

As per the scope and objectives of the assignment outlines in Section 3 above, a 

comprehensive review was undertaken of the entire Alexkor/RMC PSJV diamond tender sales 

process.  The investigation was initiated at the mine site, and the process followed step by 

step through to the eventual sale of the goods at the tender house in Johannesburg.  

Comprehensive notes were taken, all individuals involved with the presentation, handling, 

transport and sale of goods were engaged with, a comprehensive review of present and 

past documentation was undertaken, and a complete photographic record was compiled on 

the entire process (see Annexure 2) 

7.2 Mining and Recovery Process 

To ensure that the tender process was adequately reviewed, the mining, recovery and 

processing of gravel recovered from marine and land based operations was reviewed as a 

starting point.  This part of the process proved invaluable as it also ensured that the 

operators who play a key role in sustaining the activities and revenue stream of the 

Alexkor/RMC PSJV were interacted with, and that their concerns and challenges were also 

heard.  Likewise it was found that the contractors also had useful ideas and suggestions for 

the overall improvement of the treatment and sales process and where appropriate these 
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have been considered in this report and discussed with management.  Figure 2 effectively 

summarizes the initial stages of the tender process reviewed by this author, and is followed 

by subsequent stages reflected in Figure 3 below. 

Figure 2:  Simplified flow diagram of the process for the diamond recovery and sale of 

Alexkor/RMC PSJV diamonds. 
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7.3 The Diamond Cleaning Process 

The first stage of the tender process is to clean the diamonds using a mixture of aggressive acids. 

Each company uses a different mix of acids which they claim is the best.  The Tender House currently 

uses an outside contractor to do the acid treatment but is investing in state of the art micro-wave 

equipment to do the cleaning themselves. 

Whilst Alexkor/RMC PSJV diamonds are considered to be relatively clean diamonds as they have 

been transported in the rivers from Kimberlite sources in the hinterland and then subjected to the 

milling, sorting and cleaning processes in the sea there are still mineral and organic residues on the 

surfaces that need to be cleaned off in order to achieve the highest values during the tender 

process. 

The process used at the Tender House is to place the diamonds in a mixture of acids in acid resistant 

Teflon beakers which are then placed in steel canisters and sealed, and subsequently heated to 

effect aggressive cleaning for several hours if not overnight.   During the review process undertaken 

by this author the diamonds from Alexkor/RMC PSJV were received at the Tender House on a Friday 

afternoon and the first batch was subjected to cleaning on Saturday morning.   

The Head of Security is present at this operation where a specially constructed sealed bag 

transported from Alexkor/RMC PSJV under escort is recovered from the exceptional high security 

vault. The seals are inspected by the Head of Security before they are cut off and the sealed 

shipper’s bag is recovered.  

 The seal on this shipper bag is opened and the red bag retrieved from inside the shippers bag. The 

seal on this bag is inspected before being broken and the plastic bags with the diamonds which were 

sorted into various categories at the mine recovered.  

The diamonds are weighed and these weights reconciled with the weights recorded at Alexkor/RMC 

PSJV.  Once this is done and the Security officer and other observers at the Tender House are 

satisfied with the two sets of information, the diamonds are removed from their bags and placed in 

the acid pots to undergo cleaning. 

At the time of conducting this review, the cleaning contractor had seven pots in the steel container 

and there are sixteen bags of diamonds (sorted into different categories by the Credit Controller at 

Alexkor/RMC PSJV).  This required some diamonds to be placed in acid in a plastic bottle and some in 

another container.  Some diamonds could not be placed into acid on the Saturday and could only be 

placed into acid on Monday because of the shortage of ceramic or Teflon pots.  The pots were sealed 

in steel ‘bombs’ and then the bottle and two containers were placed into a box and locked in the 

high security vault. 

On Monday the diamonds were recovered from the vault and removed from the acid before being 

rinsed in water and cleaned with alcohol before being dried.  As each pot was recovered the head of 

security inspected the pot to ensure that no diamonds remained in the pot.  The diamonds were 
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then sorted by the Head of Security into the various size categories for final weighing and checking 

against the shipment sheets. 

The weights were then checked against the shipping manifesto from Alexkor/RMC PSJV and 

thereafter “the boiling weights” were entered into data sheets. There is always some small loss of 

weight during the cleaning process due to the removing of surface residues. 

Figure 3: Summary of the processing and preparation of Alexkor/RMC PSJV diamonds for 

sale by Tender Process in Johannesburg 
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7.4 Valuation of the Diamonds at the Tender House 

Once cleaned and dried the diamonds were then ready for the valuation process, and are valued by 

Daniel Nathan (DFN) and Dale Horne (DH).   DH specialises in the melee sizes and values the 

diamonds up to 8 grns, whereas DN values the diamonds greater than 8 grns.  

Valuation of the smaller diamonds is not done on an individual basis because of the large number of 

mostly small diamonds. DH tips out the parcel (land and sea is still done separately) onto a sheet and 

then he takes a cut of the diamonds from the four corners of the compass. This sample is then 

separated into various categories, weighs each category and places a value on each category. In this 

manner he arrives at a weighted average value for the sample and a weighted average for the 

category. DN inspects each stone from the 2.5 carats up and arrives at a value for each category. 

Valuation is done separately for land and sea production and then the parcels are mixed together in 

preparation for sale and to arrive at an overall valuation.  

It should be noted that the valuation is not used in the tender process but is used to provide the 

Alexkor/RMC PSJV with an indication of the value of the tender and hence revenue that is likely for 

each tender sale.  Importantly the valuation is also used as a starting point for the negotiation with 

the State Diamond Trader (SDT). 

7.5 State Diamond Trader allocation and Government Diamond Valuer 

The SDT is entitled by law to buy 10% of the run of mine production (Table 2).   Thus in the Tender # 

278 reviewed by the author, the total weight after boiling (the acid cleaning process) was 4 154.08 

carats, thereby allowing the SDT to take 415 carats representing 10% of the total parcel. By 

arrangement the SDT does not take diamonds greater than 4 carats so the allocation of 415 carats is 

spread over the diamonds from -7 to 4 carats. This means that there is an adjustment to the 

percentage taken in each category.  

This process requires the selection of a representative sample from each category.  For instance in 

the 4 carat category where there were 19 stones, 2 stones had to be selected that would not affect 

the overall tender and yet would be acceptable to the SDT. 

The parcel for the SDT was prepared on the Tuesday and presented to the SDT on the Tuesday. The 

SDT inspected the goods and started negotiating on the overall price for the parcel.  Interestingly the 

SDT was only interested in the average value per carat for the entire parcel and not in negotiating 

each different category.   

The Government Diamond Valuer (GDV) attended on the Wednesday and valued the goods that had 

been prepared for the SDT. The GDV arrived at a value greater than the SDT but less than the value 

given to the SDT by the Tender House.  
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Table 2:  State Diamond Trader allocation 

Category 

 

Parcel weight (carats) 

 

SDT (carats) 

 

Percentage 

 

4 ct 83,06 8,56 10% 

3 ct 147,19 12,64 9% 

10 grns 63,36 8,14 13% 

8 grns 241,42 26,55 11% 

6 grns 237,96 26,9 11% 

5 grns 155,21 18,15 12% 

4 grns 306,7 33,43 11% 

3 grns 337,72 36,44 11% 

11 690,93 72,3 10% 

9 653,93 68,35 10% 

7 665,81 69,51 10% 

-7 303,86 33,27 11% 

Total 3887,15 414,24 11% 

 

Negotiations between the Tender House and the SDT continued for several days, with a price of 

$317 per carat finally agreed between the parties.   The values for each category had to be adjusted 

pro-rata by the tender house in order to arrive at the $317 per carat for the total parcel. The 

valuation by the GDV was higher than the price offered and arrived at by the SDT. 

Once a price has been agreed between the Tender House and the SDT for the 10% parcel the mine is 

notified and the exchange rate is fixed by the mine. The SDT is invoiced directly from the mine and 

only when the funds are received by the mine does the mine send a release note to the Tender 

House. The goods are then collected by the SDT. 

The value arrived at by the GDV is purely an indication to the SDT that they are not overpaying for 

the diamonds and is not used to determine the negotiated price. 

7.6 Selection of diamonds for Beneficiation and the preparation of sale parcels 

As part of its contracted function, the Tender House must also select a sample of diamonds for 

beneficiation (cutting or polishing) in its factory.  This is done by the Tender House before the 

diamonds from Land and Sea are mixed.  Whilst up to 5% of the diamonds by weight can be taken 

from the overall parcel for beneficiation, due to the relatively small production parcel, the Tender 

House does in such cases not take as much as this so as to not negatively impact the tender process 

by taking too many quality stones out of the parcels.  

The Tender House prepared parcels for the tender on the Thursday with diamonds down to 5 carats 

prepared as single stones for the tender. The diamonds from 10 grns up to 4 carats were prepared in 

one parcel. One parcel each is made of the 8 grns, 6 grns, 4 grns, 3 grns, +11, +9, +7 and -7. 

A Sales Sheet is prepared showing each parcel separately. However the 4-6grns are highlighted in 

one colour and the buyer has to bid on all three together and the 3grns down are highlighted in a 

separate colour and the buyer has to bid for these together.  
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8.    Tender Viewing, Bidding, and Sales Process 

8.1 The Tender Procedure 

The Tender House schedules buyers for each of the 8 viewing rooms for either a morning or 

afternoon session from the Friday through to the following Thursday.  Theoretically there could be 

90 buyers that go through the Tender House but not all of the time slots were booked on this 

occasion.  In total there were 53 buyers booked for the Tender reviewed by the author from the 

period Friday through to the following Thursday. 

The buyers are not shown the sales sheet until they arrive at the Tender House. This is done in order 

to prevent buyers coming to the Tender House with diamonds of an identical weight and eliminates 

the possibility of diamonds being swapped by the buyers.  There is always the possibility that the 

earlier buyers can convey this information to the other buyers. 

Only licensed buyers and accredited representatives are allowed into the Tender House and their 

valid licences are held on record. New buyers have to produce their licences and their letters of 

representation in order to be present at the tender and view the diamonds. 

Buyers are shown to their respective viewing rooms and they have to sign a contract with the Tender 

House.  A sales sheet is stuck to the window between the viewing room and the stock control room. 

As buyers request each parcel this is highlighted on the sheet and when it is returned the parcel is 

weighed to ensure the correct weight of diamonds is returned.  

The highlighted area of the sheet is then crossed off. Buyers can request more than one parcel at a 

time but similar size parcels are not given to the buyers in case the diamonds are mixed. Thus -7 and 

+ 7 parcels are never given to a buyer at the same time. 

No more than 3 parcels are given to the buyers at any point in time for their viewing and submission 

of bids for the individual parcels that they inspect and may bid on.  This process is carefully 

monitored, bearing in mind that the entire process of handling and moving documented goods in 

conducted under CCTV and weights are checked in and out at all times in the process.  As a potential 

buyer receives, inspects, and returns goods, his/her sales sheet is progressively marked-off to 

indicate which parcels have been viewed and returned, and importantly that information and 

weights for each parcel viewed and returned correspond with the original weights and data. 

Buyers are not usually allowed to return to the Tender House after their viewing. This is done in 

order to prevent them returning with a stone of a similar size and swapping it out. Sometimes 

buyers are allowed back if they have not viewed all of the parcels they wish to view in their allotted 

time slot.  

With the load shedding experienced regularly in RSA, the Tender House has a back-up generator to 

provide power for the viewing rooms but there is approximately a 40 second delay between the 

power going off (as happened several times because of load shedding) and the generator kicking in. 

This is a security risk as the entire Tender House is in darkness during this period. However no-one is 

allowed, and indeed could not leave because the security doors remain locked during this period. 

This potentially poses a safety threat in the event that a fire breaks out during the tender and the 
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power is tripped simultaneously, though the systems and procedures in place in the Tender House 

and throughout the building are such that such emergencies are highly unlikely.  The building where 

the Tender House is located was previously a US Embassy building.  

8.2 Closing the Tender and Distributing Bid Results 

Buyers are sent an email reminding them that the tender closes at 2pm on the Thursday and 

following an incident in December where the one buyer did not receive this email because it had 

gone to his “junk box”, the Tender House has instituted a broadcast SMS system so that an SMS is 

also sent to the buyers to remind them of the tender close. 

The exchange rate from the US dollar to the Rand is obtained from xe.com and is generally taken 

between 12h00 and 13h00 and is then communicated to the buyers.  

Buyers have a user name and they create their own password in order to access the Fantasy system 

(an Israeli developed and maintained system) so that they are able to enter their bids against the 

various parcel numbers. 

The Fantasy Tender Management System operates off a server based in Israel. The tender close is 

done from the office of Daniel Nathan Trading in Melrose Arch. The screen shows the top three bids 

against each parcel and the total Dollar value for the tender.  The screen is manually refreshed and is 

closed off at 2pm sharp. 

The system can print out the winning bids and the top three bids.   The tender results data can also 

be exported into Excel spreadsheets for transmission to the mine and to the Tender House for 

invoicing purposes.  Invoices are manually generated from the Tender House and mailed to the 

buyers showing the parcel numbers, the carats purchased, the dollar amount, the rand amount and 

VAT.  

Diamonds are either collected by the buyers from the Tender House or are shipped using Brinks. 

However no diamonds are allowed to leave the Tender House unless the money is reflected in the 

Tender House account. The diamonds are NOT released upon receipt of a proof of payment advice. 

By law diamonds that are to be exported have to go to the State Diamond Bourse for four days 

where local buyers could buy the diamonds. All diamonds exported are subject to the government 

5% export tax on the realized sales price of the diamonds to be exported.  This means that buyers 

who intend to export the diamonds to their factories in India, Israel, New York or Belgium take this 

export tax into account when bidding for the parcels.  The impact of the 5% export tax is that buyers 

take this into account before making their bids and this reduces the amount of money received by 

the mine. 

Given that there is a relatively large number of buyers attending the tender, the competitive nature 

of the tender process and industry as a whole due to the overall scarcity of quality goods (as for 

example those mined and marketed by the Alexkor/RMC PSJV) it is unlikely that there is collusion 

between the buyers on the prices bid for the diamonds.   

It should be noted, however that there is visibility of the top three bids at the tender to Daniel 

Nathan and his assistant who close off the tender.  This could possibly lead to an element of 
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suspicion in the industry that favoured buyers may be informed as to how the bidding is for certain 

parcels.  It should also be noted that in the industry these types of rumours circulate around all of 

the tender houses.  

9. Beneficiation Process for Alexkor/RMC PSJV  Goods 

The contract between the Tender House and the Alexkor/RMC PSJV allows for up to 5% of the 

diamonds produced to be removed from the tender process for beneficiation.   This means that in 

the Tender #278 approximately 200 carats could be removed for beneficiation.  However, only 47 

carats were taken for beneficiation.  

Of the 4 154 carats for sale (after the acid cleaning) approximately 200 carats were single stones. 

Typically the beneficiated stones are taken from the 2.5-4 carat range, which at 255 carats,  formed 

a small portion of the total production. Of this portion the State Diamond Trader took 29 carats 

leaving 226 carats available for beneficiation. 

Daniel Nathan selected approximately 38 carats from this range, which represents close to 17% of 

this range. Thus whilst the selected goods represent a very small percentage of the overall parcel 

(1.4%) this represents a sizeable proportion of the 2.5 – 4 carat range.  

Taking the stone count into consideration there were 10 stones in this range removed by the SDT 

and 11 stones removed for beneficiation (Table 3).  There were a total of 89 stones in this range, 

thus approximately 24%, or one in four, of the stones in this size range were removed prior to the 

tender. 

Table 3: Stone count and percentage of 2.5 to  4 carat diamonds 

Category Mine parcel 

stone count 

 

SDT stone count Beneficiation 

stone count 

Remaining on 

tender 

2.5-4 carats 89 10 11 68 

% 100 11.2 12.4 76.4 

 

Thus, whilst it is desirable to increase the number of diamonds taken for beneficiation the small 

number of stones and the small amount of carats in the size range for beneficiation prevents the 

removal of more stones without hurting the tender. 

The selection of the stones for beneficiation is subjective and the whilst Daniel Nathan states that he 

selects the stones in order not to negatively affect the tender it was observed that stones selected 

tended to be of good quality.  

In addition to the 2.5 ct to 4 ct stones selected there were some 8 grns selected and in sale number 

276 smaller stones were selected for beneficiation. These smaller stones are part of an experiment 

to see if 4-6 grns can be cut and polished economically in South Africa. These diamonds have been 

“given” to two small cutting works. The results are expected soon as the cutting works have not 

finished cutting and polishing these diamonds. 
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It is only if the smaller goods 4-6grns and 8grns can be cut and polished profitably that the quantity 

of beneficiated product can be increased significantly. 

The agreement between Daniel Nathan Trading (DNT buys the rough diamonds for beneficiation) is 

that the price paid for the diamonds is the price paid for each category in the tender and the mine 

invoices DNT immediately after the tender closes. Thus the mine (and the contractors) receives the 

tender price for the diamonds taken for beneficiation. The risk of the value add in the beneficiation 

process is taken by DNT and Alexkor/RMC PSJV. 

DNT places the diamonds with the factory, Joe Gaddie Diamonds, situated in adjacent premises in 

the Tender House building for planning, cutting, grading and polishing.  These diamonds are tracked 

through the factory so that when a polished diamond results it is known which rough diamond was 

used. This is handwritten in a book as shown in Figure 15. 

The finished diamonds are sent to the GIA for grading before they are sold to a single buyer in Israel 

who takes the diamonds unseen but on the basis of their GIA certificate. 

The gross profit between the selling price and the price of the rough (already paid by DNT to the 

mine is split 30% to the mine and 70% to DNT). All of the Galaxy costs, factory costs, GIA costs and 

Brinks are covered by DNT.  Joe Gaddie Diamonds invoices DNT for all of these costs on a parcel by 

parcel basis. 

Analysis of the beneficiation sales from tender 260 to 276 (diamonds from 277 are only now starting 

to come out of the factory) shows that Alexkor/RMC PSJV has in total achieved an additional amount 

of about R2.0m on the tender price, representing an 8% uplift in value.  DNT has achieved a 5% 

return uplift over the same period.  Information relating to a November 2016 sale is shown for 

information purposes in Table 4 below. 

Table 4:  Summary of diamond beneficiation data taken from November 2016 (Sale 261) 

Information Summary Metrics and Dollar Information 

 

Average number of stones 22 

Average carats taken for beneficiation 74 

Average % of total carats 1.2% 

Average dollars for the rough $106 640 

Price per carat $1 471 

Average carats polished resulting 26 

Dollar sales $138 644 

Average price per carat $5 335 

Average yield 36% 

Average value add to Alexkor/RMC PSJV  

(Rands)/ tender 

$133 696 

Total value add January 2018 to September 2018 

Rands 

$935 875 

Average value-add for Alexkor/RMC PSJV  8% 

Average value-add for Daniel Nathan Trading 5% 
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An additional value of 8% is added to the Alexkor/RMC PSJV tender price but this is not shared with 

the contractors and this could lead to an area of conflict with the contractors.  DNT makes on 

average 5% of the tender price paid to Alexkor/RMC PSJV.  This is not out of line with estimates of 

the industry profitability. 

Currently two young people from Alexander Bay have been selected for training to cut and polish 

diamonds in the Joe Gaddie factory, and one has returned ill to Alexander Bay. The other is 

progressing well and learning the trade.  There is likely more scope for further people to be selected 

for training in the handling, valuation, and cutting and polishing of diamonds, though increased 

production and a greater selection of larger stones would make this activity more sustainable and 

beneficial for all parties.  The matter was discussed with management and is being attended to.  

Currently the diamond beneficiation focuses on the category of the 2.5 – 4 carat range. The potential 

to add value in this area is limited because of the small production volume and the limited number 

of stones that can be taken out of the tender without hurting the tender. This is a subjective process.  

There are a larger number of carats and stones in the categories from 8 grainers down, with 

approximately 85% of the production falling into this category by weight and approximately 45% by 

value. 

Whilst it is possible that there could be sufficient value add in the local cutting and polishing industry 

for the 8grns and even the 6 grns, smaller diamonds cannot be cut and polished profitably in the 

local industry because of relatively high labour and security costs coupled with lower productivity. 

It is believed that there are several avenues open to adding further value to the diamonds produced 

by Alexkor/RMC PSJV, including some of the options listed below: 

• The 5 carat and 6 carat stones are offered as single stones during the tender and it is claimed 

by the Tender House that this increased the prices received for these goods.  It is probably 

worth parcelling the 4 carat and 3 carat stones singly and leaving the 10 grns as a single 

parcel.  As an extension of this process cutting and polishing of the 8grns and 6 grns should 

be tested to see if these sizes could also add value?  

• The potential to Brand cut and polished goods from the Alexkor/RMC PSJV production 

should be investigated.  The Alexkor/RMC PSJV diamonds are considered to be high value 

diamonds in their size category and there is a good marketing angle to the story of the 

diamonds from the inland sources down to the west coast marine environment.  This would 

also fit well with the growing requirements of traceability of diamonds in jewellery.   

• The potential for developing a brand of jewellery with local designers that can access 

Alexkor/RMC PSJV polished goods should also be considered in the future.  In this outlets 

marketing Alexkor/RMC PSJV branded jewellery at say OR Tambo, Cape Town International 

Airport, and the Waterfront in Cape Town may have merit. 

 

10. Documentation Flow 

The first document for the process starts with either the gravel stockyard register for beach and 

marine operations with the harbour master register at Alexander Bay used to record the number of 

bags taken off the vehicles or boats and loaded onto the Alexkor/RMC PSJV truck 
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Gravel bags are transported to the processing and recovery plants where Contractors are allocated a 

loading bin at the tip and a Pre-treatment Batch info sheet is filled out giving the contractors name 

and the Bin number and whether the treatment must take place with the contractors representative 

present or not. 

Once the material is processed through the processing plant the next register is at the feed from the 

Flowsort X-ray facility to the Sorthouse.  The one Flowsort product goes directly into cans and the 

other into bags which are sealed with a gripper seal. This register is signed by the Alexkor/RMC PSJV 

representative and the contractor. 

Production from the final recovery is weighed and the diamonds counted in front of the contractor. 

The contractor completes the Contractors Production sheet showing the number of stones 

recovered, the total weight and, if desired, can enter the weights of individual stones. 

A copy of this sheet is attached to the two envelopes containing the diamonds which is then 

dropped into the drop safe.  This sheet and the envelopes are transferred to the Sorthouse Co-

ordinator who weighs the individual diamonds and sorts them into sizes.  Information from the 

sizing sheet is entered by the Sorthouse Coordinator into the following spreadsheets: 

• Daily Production sheet giving details of the area mined (Land/beach or which sea area), 

stones recovered , the carats recovered and the contractors name  

• Information is also included into the Production stats sheet 

• Information is also entered into the marine daily report spreadsheet 

• Diamond register showing daily production and the number of stones over 5 carats 

• The parcel report shows the Land and Sea and Total parcel by singles and each category with 

the number of stones and the weight pre-boil (Shown in Figure 27 to 29) 

The parcel report is sent to the Credit Controller who physically counts and weighs each parcel 

before it is put into the bags for despatch to Johannesburg.  Daily production sheets are sent to the 

Credit Controller who uses these to send a carat report at the end of the month to the contractor 

who checks the carat report and signs it and sends this back to Credit.   The daily production sheet is 

also used to prepare the invoicing/ brokers note spreadsheet.  

The Credit Controller prepares the After Sales Report and sends it to the Tender House where the 

Reserve Price is input into the Land and Sea and total sheets and this is then sent back to the Credit 

Controller.   

Once the sale is concluded and the prices have been realised the variance between the valuation 

price and the realised price is used to adjust the prices for the Land and Sea sheets. i.e if the realised 

value for the 2.5 to 4 carats is 10% higher than the valuation for that group then the Land and Sea 

valuations are adjusted pro rata upward on their valuations.  

The resulting values per carat for Land and Sea and is then used as input data into the invoice 

spreadsheet that has been prepared by the Credit Controller during the production cycle. Each 

contractor has a brokers note/invoice on the sheet that incorporates the carats in each category on 

it.  Once the sales value for each category has been determined this information is transferred to the 

SW Invoices spreadsheet.   
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Brokers’ notes/invoices are then printed from this sheet. The top of the invoice starts with the 

number of carats, the price per carat in dollars resulting in a total dollar value. This is converted into 

Rands. Thereafter the 2% government royalty is deducted,  and is adjusted for the contractors share 

of the sales. A further 1% is deducted for Corporate Social Investment and VAT is added for the total 

that the contractor invoices Alexkor/RMC PSJV. This is all calculated and printed by the mine. 

The spreadsheet is checked by the line manager and signed off before the sheet is sent to credit for 

processing for payment.   All advances to the contractor for diesel are deducted before payment of 

the net-value following the sale of the goods in Johannesburg.  The process is labour intensive in 

that a great deal of information is taken from one spreadsheet to another manually and there is 

certainly scope for human error. 

It was not evident at the time of the review from the spreadsheets that the total carats on the 

invoices is reconciled against the total carats sold through the tender, the SDT and to beneficiation.  

This point was referred to management and has been addressed as such. 

At the tender house following weighing, cleaning, sorting, and valuation of the goods, the diamonds 

are sorted and packaged into sales parcels for the tender and then offered on the tender.  The 

associated paperwork, reconciliation, and attention to detail was diligent followed during these 

procedures. 

Once the tender has been closed and a value arrived at per parcel this is then apportioned to the 

Land and Sea based on the ratio of the valuations.    Thus the relative sales prices for Land and Sea 

are a function of the valuation given by the Tender House.  This may not be the true value that they 

would have fetched on the tender, and is therefore potentially an area of conflict between the land 

and sea contractors and the mine. 

Similarly given that the tender parcels are not identical to the sorted parcels received from the mine 

(2.5 carats to 4 carats is a mixed parcel; as is the 4-6 grainer parcel and the 3 grainer to -7 parcel), 

the values given to these categories are a derived value. This could lead to conflict with the 

contractors.  

11. Comments on Tender Security and Monitoring 

The chain of custody from despatch of the diamonds from the mine to final sale appears to be 

secure but this is based on the observations on one complete trip accompanying sealed goods from 

the mine to sales point.   

At the Tender House the possibility does exist that clever and practised buyers could swap out a 

stone in the viewing rooms but this is mitigated by the following: 

1. The sales list is not disclosed to buyers before they attend the sale but this does not preclude 

a buyer from notifying a subsequent buyer of the sales list.  

 

2. Buyers are typically not given more than three parcels at a time and are not given parcels that 

are similar in size, and are not allowed to receive the same parcel twice. 

 

3. One way glass enables the tender staff to view the buyers as they inspect the diamonds. 
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4. Continuous and robust CCTV monitoring of the premises, including there being two security 

cameras in the viewing rooms provide 100% vision of the viewing room and the buyers. The 

screens are watched by the tender staff though from time to time they may be exchanging  

parcels with the buyers so their attention is not always on the screens.  However the data is 

recorded for later viewing if there is any discrepancy on the weights and if there is any 

suspicion of diamond swapping.  

 

5. When parcels are returned to the tender staff they are weighed and the weight checked 

against the documentation on the parcel. 

Based on the authors several visits and periods spent at the Tender House, his observation of the 

security systems, and the diligence of the staff, it is considered highly unlikely that a stone could be 

swapped out of a parcel by one of the buyers. 

12. Market Challenges, Competitors, and Changes 

It should be noted that the Alexkor/RMC PSJV is a price taker in that the sale of diamonds, which are 

effectively a ‘luxury product’ made up of an aggregation of diverse individual stones with no two 

diamonds for which there is no price-book or international benchmark pricing system as there is for 

say gold, silver, base metals and other commodities, are conducted by a tender system and the 

highest bidder wins each parcel of diamonds on offer.  

Diamonds marketed and sold through other tender houses (for example Petra Diamonds, Trans Hex, 

Flawless Diamonds Tender House, CS Diamonds (Kimberley), Kruger Diamonds, and at least three 

others in South Africa), Okavango Diamonds (Botswana), Dubai, Israel, and Antwerp (Belgium), and 

on offers from De Beers, Alrosa, Rio Tinto, Dominion Diamonds, and other producers are 

competition for the diamonds on offer from Alexkor/RMC PSJV at the Tender House. 

Diamond prices are a factor of supply and demand in the industry and this can vary throughout the 

year depending on the timing of tenders, requirements from factories in the global diamond 

business for stock to fill their factories, and overall international economic conditions.  Notably cut 

and polished diamonds, particularly in the product range provided by production from the 

Alexkor/RMC PSJV, are a luxury product and sales thereof are driven largely by the availability of 

disposal income and ‘feel good’ factors of middle and upper class consumers.  

It is estimated that between 90-95% of all diamonds mined in the world are cut and polished in 

Indian factories.  Thus a tightening of credit by the Indian banks to the factories can have a negative 

effect on the demand for rough diamonds; fluctuation of the exchange rate between the Indian 

rupee and the US dollar can similarly have an impact on the demand for rough diamonds.  

Similarly the demand for polished diamonds is driven by sales in the global diamond jewellery 

market and this is impacted by growth in each region (approximately 48% of diamond jewellery is 

sold in the United States, with China at 16%,the Gulf States 7%, India at 6%, Japan at 5% and the rest 

of the world at 19%. This has changed significantly since the early 1990’s when the rule of thumb 

was the US a third, Japan a third and the Rest of the World a third was applied to the retail market of 

diamond jewellery.  
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Market share is not static and there is anticipation of the rapid growth in India and China as 

consumer markets. There is also a difference in the quality of diamonds preferred in the various 

markets. The US tends to go for “the bigger it is the better it is”, whilst other markets may be more 

discerning on the quality of the diamonds (the other 3 C’s).   Strong economic growth in the United 

States is probably the biggest driver for diamond sales.  

A further aspect of market conditions and changes thereto is that there is increased 

commoditisation of diamonds. The retail public have access to Rappaport price lists as do buyers of 

rough diamonds, and an industry that was once largely opaque with prices driven by illusion, is now 

increasingly transparent with the internet also driving exchange of information, instant access to  

data and comparison of diamond information, and most significantly internet marketing and sales .  

The use of Sarin machines to assess the yield of polished from the rough diamond and the use of 

Rappaport price lists are typically used by the buyers at the tenders. It is the different views of the 

buyers in what they see in the diamond that results in the pricing spread between the bids 

submitted. Who sets the price of diamonds? It would appear that Rappaport has a great deal of 

influence on the market in polished. It would also appear that the pricing of rough is more of a factor 

of supply and demand. 

The growth in the market in synthetics, even if the volumes are still relatively low, is probably having 

an impact at the margin on pricing of the smaller categories. The De Beers’ Lightbox project will add 

500 000 carats per annum of synthetic diamonds in jewellery in the next four years. The Chinese are 

building facilities that will produce over 1 million carats per annum of synthetic diamonds in the next 

few years.  

This is definitely a threat to the pricing of the 3 grns t -7 segment of Alexkor/RMC PSJV production. 

Given that nearly 80% of production is less than 6 grainers, and this contributes 42% by value, the 

impact of synthetics on this segment should be of concern to Alexkor/RMC PSJV. Branding of the 

diamonds would be a way to combat the negative effect of synthetics. 

Lastly, the Alexkor/RMC PSJV cannot influence the global demand for jewellery nor can the company 

influence the supply from competitors but the company can influence the timing of the tenders and 

ensure that it benefits from holding sales at times during which the international market is 

effectively in ‘buying mode’ and when the maximum number of international buyers are active in 

purchasing goods in South Africa to provide stock for their factories.  

As an example of the effects of market variability, December tender sales typical realise lower prices 

(see Figures 4 and 5) for most of the categories and it is widely accepted in the diamond market that 

December is not a good time to hold a tender because the manufacturers do not want to hold stock 

over the December/January Festive season.    

Most manufacturers want to see how the jewellery sales go over the Christmas period.  It is 

accepted that biggest and the best time for diamond jewellery sales and purchases in the United 

States (the biggest market) takes place between Thanksgiving (fourth Thursday in November) and 

Christmas.  A rule of thumb was that the US was 50% of the diamond jewellery market and 50% of 

the US sales took place over this period. 
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Figure 4:  Average Dollar per carat from September 2018 to February 2019   

 

 

Figure 5:  Average Dollar per carat from September 2015 to March 2016 

 

 

A review of Alexkor/RMC PSJV sales did however show that since March 2014 there were only two 

years where a tender was held in December.  Also notable is that the prices achieved in the first 

tender of the year were always higher than December. It should be noted that these average prices 

did not include singles. 

It is recommended that the timing of the tenders should be done so that the tenders are held either 

concurrently with the other tender houses (so that the buyers are all in town) or preferably should 

be slightly ahead of the other tender houses.   
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13. Conclusions 

The following are the key conclusions reached by the author of this report following the extensive 

and robust investigation of the Alexkor/RMC PSJV diamond marketing and sales process from mine 

source to sales point in Johannesburg. 

• The current diamond tender sales process utilized by the Alexkor/RMC PSJV is a well-

established, competitive, effective, and preferred method for selling their diamond 

production.  The method as currently operated should achieve the highest prices for these 

goods 

 

• The personnel involved in the management, valuations, handling, and marketing of the 

Alexkor/RMC PSJV goods from source to sales point are professional, committed, and mindful 

of their responsibilities in the handling of high-value product.  Equally the systems and checks 

and balances for documenting, transporting, safe storage, audit, and reconciliation of the 

goods are robust with diligent attention to detail 

 

• Small producers like Alexkor/RMC PSJV are ‘price takers’ relying on a market driven by a 

willing buyer-willing seller’ scenario.  Notably every diamond produced is different and unique 

and regardless of quality there is no daily international benchmark and pricing system for 

diamonds as is the case with gold, silver, base metals, and other commodities traded 

internationally.  

 

• Selling of the relatively small but good quality production parcels mined and marketed by the 

Alexkor/RMC PSJV via an offtake agreement with a single buyer(s) is unlikely to offer a more 

cost effective process nor achieve higher prices and would expose the Alexkor/RMC PSJV to 

price-manipulation, and allegations of collusion and corruption.  

 

• The process of selecting the stones for beneficiation may lead to the selection of better 

quality stones for manufacturing despite the Tender House endeavouring to avoid any 

selection that can impair the average value of the parcels shown on the Tenders.  Since the 

range of goods that can be beneficiated profitably in South Africa is restricted to a relatively 

small portion of the production range only a small number of diamonds and carats are 

currently allocated to this process. The profit split between Alexkor/RMC PSJV and the 

beneficiator (Daniel Nathan Trading) is such that, after the costs of beneficiation, the majority 

of the value-add is in Alexkor/RMC PSJV’s favour and the split is considered to be fair 

 

• Visibility of the top 3 bids to the Tender House prior to closing is a concern and could 

potentially lead to suspicion that the Tender House may collude with buyers to win bids for 

selected parcels. Whilst this may lead to a higher price on the parcel in the short term, this 

could influence a decision by the participants in the diamond market as to whether they will 

attend the tender process and ultimately lead to less competition in the tender process.  

 

• Analysis of historic data shows that there has been a declining trend in the average value per 

carat achieved at the tenders.  This could relate to a number of factors, including changing 
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diamond market dynamics and the influence of cheaper synthetic diamonds impacting the 

smalls/Melee end of the Alexkor/RMC PSJV production, the fact that the Alexkor/RMC PSJV 

operation represents a 90 year old resource that has been heavily and selectively exploited in 

the past, and geological factors including the decrease in average stone size from north to 

south -  the Orange River mouth area typically yielded the largest average size (approximately 

1 carat per stone) whereas as the average stone size to the south, including Muisvlak, is much 

smaller (about 0.27 carats per stone).   

 

• Alexkor/RMC PSJV’s production profile is best described as bi-modal with the majority of 

production and value coming from the top end of production (singles) and the lower end of 

production (6 grainers to -7) (Table 6) yielding increasingly lower prices in line with market 

changes including tightening credit conditions in the Indian cutting market and the increase in 

synthetic or laboratory produced gemstone diamond production 

 

Figure 6:  Bi-modal nature of the value of Alexkor/RMC PSJV diamond values 

 
 

 

• In the opinion of this author the Diamond Tender process whereby the Alexkor/RMC PSJV 

goods are marketed and sold by its agent, Alexander Bay Diamond Company (previously 

Scarlet Sky Investments 60), is run efficiently and safely, there is a representative mix of 

buyers and successful bid-winners at each tender that does not indicate any collusion within 

the buyers, and there is no obvious evidence of corruption across the process and systems in 

place.  There are also a sufficiently large number of local and international buyers attending 

the tenders to ensure a competitive bidding process and realization of prices in-line with 

international rough diamond pricing for the goods marketed and sold 

 

• There are some adjustments and improvements that could be implemented and these are 

outlined under the Recommendations section that follows. 
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14. Recommendations 

 
1. The timing of the Alexkor/RMC PSJV Tenders should be changed such that they are either held 

back-to-back with, or slightly ahead of the other tender house sales, rather than being 

dictated by production periods ie. it should be market driven and not production driven. 

Additional working capital may be required in order to effect this change. 

 

2. Land and sea production should be marketed as separate parcels so there is no doubt and 

debate as to the relative value of land and sea production.  

 

3. The sale of 5 and 6 carat stones separately has apparently resulted in higher prices for these 

goods and this should also be considered and tested for 4 carat and 3 carat production 

 

4. The process of boiling and cleaning of the rough production should be improved in order to 

ensure the diamonds have sufficient retention time in the acid. (It is noted that the Tender 

House is in the process of upgrading the system in-house)  

 

5. A December tender is not a good time for selling as no-one wants to sit with stock; this sale 

should be held in January or late November. Obviously working capital requirements may 

dictate this but attempts should be made to address this. 

 

6. Beneficiation of more goods is required but cannot be limited to 2.5 -4 carats as discussed in 

the section on beneficiation. Adding value of the 4-8grns should be actively tested in South 

Africa and/or tested with an Indian partner 

 

7. Branding opportunities should be considered for Alexkor/RMC PSJV’s exceptional marine 

production, particular for larger rough and beneficiated/polished stones. In addition 

consideration should be given to developing an Alexkor/RMC PSJV   brand of jewellery (with 

SA jewellery designers). This could be marketed through 3 stores – OR Tambo, Cape Town 

International and the Waterfront though this would probably require a strategic partner. 

 

8. The Fantasy computer system should NOT ALLOW ANYONE to view the bids prior to closing.   

The Tender House should also photograph and document each parcel of diamonds offered on 

tender, in particular the single stones in the parcels. This info is invaluable for audited process 

to help explain why a parcel attracted a low price such as the variation in the price received 

for the 5 carat stones in the December sale 

 

9. The Tender process should be more visible to Alexkor/RMC PSJV’s mining contractors to 

overcome the current negative perception around the tender process. It would be beneficial 

to expose the contractors to this sales process, the diamond market, and why Diamond Price 

Indices can be misleading.   This process can be achieved via a regular quarterly feedback and 

problem-sharing engagement process involving information sharing, presentations by 
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management and invited experts, and similar activities would be beneficial to all parties and 

pre-empt further “Gavin Craythorne” incidents 

10. It would be appropriate to review and refresh the large amount of paperwork and procedures 

that are currently in place to track the movements of diamonds from source to sales point.  

The current system though effective and well managed has evolved overtime and subjected to 

various ‘add-ons’ – refreshing and where appropriate simplifying the procedures and system 

will  enhance functionality, integrity, and cost effectiveness 

 

11. It would be advantageous to undertake a further broader review of all available Alexkor/RMC 

PSJV diamond production and stone size distribution, historical and current, to further assess 

the efficiencies of the existing mining and recovery processes, relate this to geological features 

and controls of the marine and land deposits, and through this process provide additional 

insight, interpretations, and recommendations which will assist management with its mid to 

long term mine planning and development, mining methods and recovery technology 

applications, and optimization of this extremely old and heavily exploited deposit.  Critically 

the long term survival and success of the Alexkor/RMC PSJV will depend on the ability to 

sustainably increase production, reduce and manage costs, and attract new exploration and 

development capital.  This author has already undertaken additional work, analysis and 

observations on the operation, mining and processing methods, and diamond data, and 

provided some additional inputs to management which will be further discussed and 

interrogated with the Team of Alexkor/RMC PSJV in the interest of long term enhancements 

and improved diamond recoveries and sales. 
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Annexures 

Annexure 1:  Author’s credentials 

James Allan - B.Sc. Engineering (Mining), University of the Witwatersrand; M.B.A. Wits Business 

School. 

• The author is an independent consultant in the diamond industry. 

• The author has been an analyst in the industry for nearly thirty-nine years 

• James Allan was a top ranked diamond analyst on the Johannesburg Stock exchange when 

there were still rankings for the diamond sector. 

• He advised minority shareholders on the valuation of De Beers when the Oppenheimer Family 

and Anglo American Corporation proposed buying out the minorities. This resulted in the 

shareholders achieving an additional $2 per share. 

• Whilst at the Stock Exchange the author analysed all of the listed companies including De 

Beers, Transhex, Ocean Diamond Mining, Gem Diamonds and Rockwell Diamonds. 

• He was involved in raising capital for Gem Diamonds, Rockwell Diamonds, Diamond Core 

Resources and for the Koidu Kimberlite Pipe in Sierra Leone. 

• In addition James was also instrumental in advising Tokyo Sexwale during the acquisition of 

Gem diamonds and the reversal of this asset into Trans Hex. 

• James also prepared a confidential report on the performance of Anglo American, BHP Billiton 

and Rio Tinto (the big 3 at the time) for a large and influential shareholder of Anglo American. 

• He has considerable experience in Corporate Finance in the Minerals industry as well as direct 

Mining and allied industries’ experience. 

• A full Curriculum Vitae is available on request. 
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Annexure 2:  Photographic records of each process inspected, verified, and audited in the 

investigation of the Alexkor/RMC PSJV tender sales process 

 

 

Figure 1:  Checking the seals at the Tender House

 

Figure 2:  Sealed shipper’s bag 

 

Figure 3:  Seal on the red bag used for shipping goods from the mine to the tender house 
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Figure 4:  Ceramic pots containing diamonds for acid cleaning 

 

 

 

Figure 5:  Ceramic pots placed into a ceramic vessel for pouring of the acid 
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Figure 6:  Pouring the acid into Teflon pots to conduct acid cleaning under carefully controlled 

conditions 

 

 

 

Figure 7:  Diamond in acid pots ready for storage in the vault 
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Figure 8:  Head of security drying a parcel of diamonds for weighing 

 

 

 

 

Figure 9:  Cleaned and dried diamonds from one acid pot 
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Figure 10:  Weighing of each parcel of diamonds 

 

 

Figure 11:  Dale Horne sorting and valuing the melee 
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Figure 12:  Diamonds sorted into parcels ready to be sold by tender process 

 

 

Figure 13: The 2.5 carat to 4 carat parcel showing the parcel number and the weight and size 

category 
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Figure 14: Sales sheet showing process whereby goods are passed to and returned by potential 

buyers 

  

 

Figure 15: Chart whereby diamonds selected for beneficiation are meticulously tracked though the 

cutting and polishing factory 
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Figure 16:  Register for recording gravel mined by different operators in Gravel stockyard 

 

 

Figure 17: Harbour sheets recoding movement of vessels and gravel bags stored in Gravel stockyard 

as above 
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Figure 18: Pre-treatment Gravel Batch information 
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Figure 19:  Flowsort X-ray recovery processing sheet 

 

 

 

Figure 20:  Can and gripper seal register 
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Figure 21:  Contractors Daily Production sheet 

 

 

Figure 22:  Mineral sizing sheet for each Contractor 
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AGREEMENT TO MARKET, VALUE AND SELl. DIAMONDS 

Between 

ALEXKOR RMC JV 

And 

SCARLET SKY I NVESTMENTS 60 ·PTY LTD 

-. . 

. I 

... -·-· 
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1. PARTIES 

1.1 The Joint Board of the Alexkor RMC Joint Venture acting for and on behalf of the 

Richtersveld Mining Company Proprietary Umited, a company incorporated in the 

Republic of South Africa with registration number 2006/034807/07 of Orange Road, 
Alexander Bay, Republic of South Africa ("RMC"} and Alexkor SOC Limited, registration 

number 1992/006368/30, a state owned company incorporated in accordance with the 

company laws of the Republic of South Africa, of SA Jellicoe Avenue, Rosebank, 
Johannesburg, Republic of South Africa {"Aiexkor") ["PSJV'"]. 

1.2 "Scarlet Sky Investments 60 (pty) Limited, a company incorporated in the Republic of 
South Africa with registration number 2009/002967/07 of Unit 2, Ground Roar, 
Melrose Boulevard, Mefrose Arch ("SSI}. 

2. INTRODUCTION 

2.1 RMC is the holder of certain land mining rights and Alexkor is the holder of certain 
marine mining rights, which include diamond-mining rights in respect of Alexander Bay. 

2.2 Alexkor and RMC established the PSJV in terms of a Deed of Settlement concluded 
between the Government of the Republic of South Africa and the Richtersveld 

community. Alexkor and RMC have placed their respective marine mining rights and 
land mining rights under the full control of the PSJV Management and Board. 

2.3 The PSJV Management issued a tender for the post extraction treatment, processing 

and beneficiation of diamonds extracted in the Richtersveld, under tender number 
\ RFP03/14 (''the Services"). 

2.4 Pursuant to the award of the tender, the Joint Board acting for and on behalf of 
AJexkor and the RMC wishes to grant SSI the right to market, value, beneficiate and 

sell its diamonds and SSI accepts such right, as more fully set out in this Agreement 

(''Agreement''). 
2.5 Accordingly, the Joint Board, acting for Alexkor and RMC respectively, enters into this 

Agreement for the valuation, beneficiation and sale of its diamonds. Board approvals 
confirming the appoinbnent of SSI are attached to this Agreement. 

3. INTERPRETATION 

3.1 In this Agreement, the following expressions shall, unless the context otherwise 
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requires, have the following meanings: 

3.1.1 "appeal valuator" means a licensed independent diamond valuer appointed by the 

Parties by written agreement from time to time for the purposes contemplated in 

clause 7, chosen from the list of valuators attached hereto as Annexure "A"; 

3.1.2 "Companies Act:' means the Companies Act 71 of 2008; 

3.1.3 "Companies Regulations" means the Regulations made in terms of the Companies 
Act; 

3.1.4 "Commission"' shall mean 1.5% of the price at which the remaining diamonds are 
sold. For the avoidance of doubt, the calculation of commission shall exclude the 

obligatory 10% production to the State Diamond Trader as well as the 5% order; 

3.1.5 "contract period" means a period of three {3} years from date of signature of this 

Agreement; 

3.1.6 "DEEC" means the Diamond Export Exchange Centre; 

3.1.7 "ricences" means permits, authorisations, approvals, consents, certificates, 
registrations and compliance required by the relevant Party under any applicable 

laws; 

3.1.8 "'gross realised profit" means the difference between the price at which the 5% 

order is eventually sold for on the one hand and the valuation as set out in the 
originalS% order on the other. for the avoidance of doubt, no costs of any kind will 

be deducted from the gross realised profit; 

3.1.9 "tender" means a sale process conducted by ssr in which persons licensed to 

participate in diamond auction processes who meet SSI's qualification criteria from 
time to time, are invited .to bid for diamonds available in that tender; 

3.1.10 "parties" means the "Party" or "Parties" to this Agreement; 

3.1.11 "production cycle" means the period determined by the PSJV from time to time but 

shall not be less than 8 times over a 12 month period; 

3.1.12 "reserve price" means where appropriate, the confidential minimum price agreed 
between the PSJV and SSI for the entire diamond production per cycle which will be 
informed by the vafuation; 

3.1.13 "safe custody address" means Knox Titanium Vault Company (Proprietary) limited 
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situated at No 1 River Street, Houghton, Johannesburg, being the address to which 

the PSN shall deliver all diamonds produced during a production cycle; 

3.1.14 "signature date" means the date on which this Agreement is signed by the last-

signing party; 

3.1.15 "South Africa" means the Republic of South Africa; 

3.1.16 "valuator" means a licensed independent diamond valuer appointed by the Parties 
by written agreement from time to time and chosen from the attached list of 
Valuators attached as Annexure "An. 

3.1.17 "valuation" means the price set by the valuator and/or appeal valuator for the 
diamonds in any given production cycle. 

3.2 Any reference to a statutory provision or enactment shall include references to any 
amendment, modification or re-enactment of such statutory provision or such 
enactment (whether before or after the Signature Date), to any previous enactment 

which has been replaced or amended and to any regulation or order made under such 

statutory provision or enactment. 
3.3 References to the Introduction, clauses and Schedules (if any) are, unless otherwise 

specified, references respectively to the Introduction, clauses and Schedules (if any) to 
and of this Agreement. 

3.4 Words importing a gender shall be treated as importing any gender. Words importing 
tndividuals shall be treated as importing corporations and vice versa. Words importing 

the singular shall be treated as importing the plural and vice versa. Words importing 

the whole shall be treated as including a reference to any part thereof. Expressions 

denoting a natural person shall be treated as induding a juristic person and vice versa. 
3.5 Clause headings and numbering are inserted for ease of reference only and shall not 

affect the construction of this Agreement 

3.6 Where any term is defined within the context of any particular clause in this 

Agreement, the term so defined shall, unless it appears clearly from the clause in 

question that such term has limited application to the relevant clause, bear the 
meaning ascribed for all purposes in terms of the Agreement, notwithstanding that 
such term has not been defined in the clause. 

3. 7 The rule of construction that provisions are to be construed against the Party drafting 
an agreement or part of an agreement or on whose behalf an agreement or part of an 
agreement was drafted shall not apply to this Agreement. 
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3.8 All rules of interpretation providing for the limitation of general words and terms due to 

their association with words and terms of a specific nature shall not apply to this 

Agreement 

3.9 A number of days shall be Business Days. 

3.10 Should the day for the performance of any obligation in terms of this Agreement fall on 

a day which is not a Business Day, then such obligation shall be performed on the next 

day which is a Business Day. 

3.11 References to a "calendar year" shall be to a period commencing on 1 January and 

ending on 31 December. References to a "calendar month" shall be to a month of the 

calendar year, being the months from January to December. References to a "quarter" 

shall be to quarters of a calendar year. 

3.12 References to a "month" shall be to a month of the calendar year, unless a reference is 

made to a number of months from a spedfied date, in which event a "month" shall be 

the period commencing on the day following the specified date and ending on the day 

of the following month corresponding to such specified date (inclusive of both the 

commencing day and the ending day), and the spedfied number of months shall be 

determined accordingly. 

3.13 The expiration or termination of this Agreement shall not affect such of its provisions 

as expressly provide that they will continue to apply after such expiration or 

tennination, or which of necessity must continue to apply after such expiration or 

termination. 

3.14 Any communication which is required to be "in writing" shall indude a communication 

which is wrjtten or produced by any substitute for wrjting or which is partly written and 

partly so produced, and shall include printing, typewriting, lithography, facsimile or 

electronic mail or any form of electronic communication or other process or partly one 

and partly another. 

3.15 The use of the word "including" followed by a specific example/s shall not be construed 

as limiting the meaning of the general wording preceding it. The eiusdem generis rule 

(and any similar rules} shall not be applied in the interpretation of any general wording 

or any specific example/s used in this Agreement. 

3.16 References in a Schedule to paragraphs are to the paragraphs of the Schedule in 

question. 
3.17 Unless expressly otherwise provided, all amounts set out in this Agreement are 

exclusive of value added tax and shall be in South African Rands. 
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4. COMMENCEMENT AND DURATION 

4.1 This Agreement shall commence on the SignatUre Date and shall continue in force for 

a period of three {3) years unless terminated earlier pursuant to the provisions of this 

Agreement. 

4.2 For as long as SSI perfonns as required in this Agreement, the PSJV shall be entitled to 

extend the Contract Period by giving written notice of such extension to SSI no less 

than 3 months prior to the expiry of the Contract Period. For the avoidance of doubt, 

this clause shall be at the sole discretion of the PSJV. 

4.3 The Parties will meet on an annual basis to review the contract terms and will, in 

good faith, consider any requests or proposals for amendment of the Agreement. 

5. SUPPLY 

5.1 It is recorded that the PSJV shall deliver to SSI 100% of all diamonds produced by the 

land mining, beach mining and shallow mining contractors as dearly stipulated in RFP 

03/2014 (''the Supply"). 

5.2 For the avoidance of doubt, this shall include the obligatory ten percent (10%) 

prQduction that is required to be offered to the State Diamond Trader as required by 

the Diamond Act 56 of 1986. · 

.._ 6. PRODUCTION FORECASTS 

6.1 The Parties acknowledge and accept that production cydes are dependant on weather 

conditions as regards the beach and shallow water mining and that the production 

forecasts cannot therefore agreed upfront every quarter. 

6.2 As a result, within seven (7) · days of the beginning of each financial year, the PSJV 

shall submit to SSI a copy of its budget as well as relevant weather patterns for the 

finandal year; which will tlien inform agreed but flexible production cydes for the 

financial year and thereafter produce a production forecast. 

6.3 As soon as reasonably possible after the Signature Date the PSJV shall deliver the 
current financial year's production forecast to SSL 

6.4 The PSJV undertakes to notify SSI promptly of any variance exceeding lOo/o of the 
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envisaged production quantities set out in a production forecast. 

7. DEUVERY AND VALUATION OF DIAMONDS 

7.1 The PSJV shall deliver the Supply to the safe custody address within two (2) working 

days of the close of the production cyde and shall inform SSI in writing when it does 

so. 

7.2 The Parties shall procure that the valuator values the diamonds so delivered at the safe 
custody address within a period of five (5) days following delivery in terms of clause 

7.1. Such valuation shall be the valuator's expert determination of the market value of 

the diamonds concerned, determined on a bulk-sale ·basis to licensed buyers, and 

taking appropriate account of current diamond trading trends and demand. The Parties 

shall procure that the valuator provides each Party with a signed valuation certificate. 

7.3 If either Party disputes the valuation of the valuator in respect of any diamonds, such 

Party shall be entitled, within two (2) days thereafter, to refer the valuation of such 

diamonds to the appeal valuator, acting as an expert and not as an arbitrator, for final 

and binding determination. 

7.4 Both Parties are entitled to make representations to the valuator or the appeal 

valuator, as the case may be, regarding the value of the diamonds · which are to be 

valued or which have been valued by him. 

7.5 Once valued, a reserve price will be agreed between the Parties (if necessary) within a 

period of two (2) days. 

7.6 SSI shall ensure that the Supply is prepared for the obligatory ten percent (10%) 

representative sample for the State Diamond Trader and oversee the process of such 

sale. 

7.7 Should the State Diamond Trader for whatever reason not wish to purchase the 

statutory ten percent (10%),. same will fall into the Supply aild be treated accordingly. 

7.8 Should the Parties not receive an offer equal at least to the rese(Ve price on any order, 

the Parties reserve the right to cancel that tender process. SSI shall ensure that this 

dause forms part of its tender documentation as presented to the individual tenderers. 

7.9 The PSJV reserves the right to have a representative present at the tender sales and 

at all other material times. 

8. BENEFICIATION 

,; 
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8.1 Within two (2) days after receipt of the valuation certificate, SSI shall deliver to the 

PSN a written order (the "5% order") for a minimum of 5% (by value) of the Supply 
(excluding the ten percent obligatory representative sample and to the extent that the 

State Diamond Trade exercises its options to purchase)[ {the "5% Order''). 

8.2 SSI will, in its sole discretion, select which diamonds from the Supply constitute the 
5% benefidation diamonds. 

8.3 However, this 5% will be subject to periodic review by the Parties and may be 
increased by written agreement between the parties if the parties agree this will be to 
their advantage. 

··- 8.4 Each 5% order shall be in the form set out in Annexure Band shall inter alia contain 
the price applicable to the order, which shall be 105% of the value set out in the 

relevant valuation certificate/s. 
8.5 The PSJV shall submit an Invoice to SSI (together with relevant certificates of origin) 

within two (2) days of receipt of the 5% order and SSI shall make payment of the So/o 

within five (5) days of receipt of the invoice. 

8.6 Within two (2) days of the sale of the 5% order, SSI shall provide the PSJV with a 

beneficiation order in the form set out in Annexure C and shall inter alia contain the 

price at which the Supply was sold and shall simultaneously therewith make payment 
to the PSJV of thirty percent (30%) of the gross realised profit within two (2) days of 

receipt of an invoice from the PSJV. 

'--- 9. THE NON· BENEFICIATED DIAMONDS 

9.1 Following receipt of the valuation certificates as contemplated in dause 7r SSI shall sell 
those of the diamonds that do not form part of the 5% order ("remaining diamonds'') 

through the tender process. 
9.2 The period of the tender process will be agreed between the Parties within two (2) 

days of receipt of the valuation certificates but shall not exceed seven (7) days. 
9.3 Following the sale of the remaining diamonds, SSI shall provide the PSJV with written 

notices (''remaining diamond sale order'') in the form set out in Annexure D informing 
the PSJV of the price at which the remaining diamonds were sold. 

9.4 The PSN shall submit an invoice to SSI (together with relevant certificates of origin) 
within two (2) days of receipt of the remaining diamond sale order and SSI shall make 
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payment of the remaining diamond sales order within five {5) days of receipt of the 

invoice. 

9.5 The PSJV reserves the right to have a representative present at the tender sales and at 

all other marerial times. 

9.6 SSI will hold back diamonds from the sale that do not meet the PSJV's suggested 

reserve price as contemplated in clause 7 above. The PSJV may dedde, at its 

discretion, to beneftdate these diamonds. 

9.7 In the event that the PSJV elects to sell the diamonds referred to in clause 9.6 above, 

and the lower reserve price meets the approval of the PSJV, then SSI will sell same at 

such power price. 

9.8 In the event that the PSJV elects to sell the diamonds referred to in clause 9.6 and the 

lower reserve price does not meet the approval of the PSJV, then such diamonds will 

be offered for sale in the subsequent tender. If the diamonds do not meet the reserve 

price in this second tender process, same will be sold at the following tender at the 

best price offered, or as otherwise agreed between the Parties. 

9.9 Diamonds which SSI believe to be worth· more than the best price offered at a tender 

process, may, subject to the PSJV's prior approval, be removed by.SSI from the tender 

process and purchased by SSI at a price equal to the highest price bid for such 

diamonds ("removed diamonds"). 

9.10 SSI wlll beneficiate and sell the removed diamonds for its own account subject to the 

PSJV receiving 30% of SSI's gross profit realised on the removed diamonds in the 

similar manner and form to clause 8.6 above. 

9.11 SSI will ensure that the tender document permits the removal of diamonds from the 

tender process. 

10. COMMISSION 

SSI shall be entitled to a commission of 1.5% of the sale of the remaining diamonds. 551 

shall deliver to the PSJV an invoice in respect of the commission within five (5) days after the 

sale of the remaining diamonds. The PSJV shaH make payment of such invoice within five (5) 

days of receipt. 

11. INSURANCE 

I 
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11.1 SSI shall maintain, at its cost, full insurance over the Supply at the PSJV's allocated 

vatue (untit such time as the Supply is independently valued by the valuator at which 

point the value of the full insurance so held may change) while they are on SSI's 

premises (which shall include the secure premises). 

11.2 The full insurance cover will terminate when the Supply is 7ither return-shipped to the 

PSJV or delivered to the buyer or collected and signed for by the PSJV and/or the 

buyers from SSI's premises (which shall include the secure premises). 

11.3 For the avoidance of doubt, risk in the Supply shall pass from the PSJV to SSI on the 

date on which the PSJV delivers such diamonds to SSI at its elected premises. 

,_ 11.4 The PSN shall retain ownership over the Supply until such time as SSI pays the 

purchase price for the Supply at which point ownership shall transfer. 

12. COMMUNITY AND SOCIAL COMMITMENTS 

12.1 During each of the three (3) years of the tenure of this Agreement, the PSJV shall 

nominate members of the Richtersveld community who have the appropriate aptitude, 

attitude and potential to be trained in the cutting and polishing of rough diamonds to 

participate in a skills development programme to be funded by SSI. 

12.2 551 shall select four ( 4) of the community members so nominated ln each such year 

(and thus 12 in aggregate over the three year period) to conduct a 6 month 

"Entrepreneurial Valuation and Polishing" training programme at the Harry 
Oppenheimer Diamond Training School, subject to such members passing such 

psychometric, aptitude and other tests as SSI reasonably deems to be appropriate by 

SSI. 
12.3 Those trainees who successfully complete the training programme referred to in shall 

thereafter receive training in the cutting, polishing and valuation of rough diamo'nds at 

the Joe Gaddie Diamond Cutting Works and/or other suitable facilities. The duration of 

such training shall be -

12.3.1 

12.3.2 

one week per month, for a period of 10 months; and thereafter 

a quarterly training course for the following two (2) years. 

12.4 The costs of the training contemplated in this dause will be borne and paid for by SSI. 

12.5 Following the training referred to above, the parties shall hold good faith discussions 
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regarding the economic viability of est:Jblishing a diamond beneficiation factory in the 

Richtersveld area, inter alia utilising the community members who have benefited from 

the abovementioned training. 

13. PERFORMANCE STANDARDS 

13.1 551 will be required to manage and conduct the Services set out in this Agreement 

which shall indude but not be limited to: the drafting, interpreting and enforcing of all 

documents necessary to conduct the tender processes; maintaining an inventory audit 
trail of the Supply from the time that it receives the Supply; carry out the required 
valuations at the secure premises; provide a secure location for the viewing of the 

Supply, manage and supervise the tender processes and invoicing for and collection of 

all monies to be paid over to the PSJV. 

13.2 The PSJV shall submit to SSI fts banking details for purposes of payments to be rnade 

to it in terms of the Agreement. 

14. EXPENSES AND DISBURSEMENTS 

14.1 SSI shall be solely responsible for its normal operational costs and the expenses and 

disbursements incurred by SSI in the course of provision of the services set out in this 

Agreement 
14.2 Notwithstanding this, the PSJV shall reimburse SSI for expenses and disbursements if 

so agreed by a duly authorised representative of the PSJV in writing prior to SSI 

incurring such expenses and disbursements, subject to presentation by SSI of proof 
satisfactory to the PSJV of the expenses and disbursements so incurred by it. 

15. REGULATORY CHANGE 

If there are any changes to the laws and/or regulations C'Change in Law'') affecting the 
matters dealt with in this Agreement, the Parties shall exercise their reasonable endeavours 
to agree in writing such amendments to this Agreement as are necessary to give effect to 
the Change in Law, as soon as possible after such Change in Law is promulgated (but in any 
event by no later than such date as may be required in law). 
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16. BLACK ECONOMIC EMPOWERMENT OWNERSHIP 

16.1 If SSI is not a natural person, SSI shall ensure that its ownership structure and 
shareholders agreement (or ?ssociation agreement or trust deed, as applicable) shall 
comply with the applicable black economic empowerment requirements in terms of the 
BEE Act and the Mining Charter, in addition to such standards as the PSJV may 
prescribe from time to time. 

16.2 SSI shall denver to the PSJV such information, documentation,. statements and other 
material as may be requested by the PSJV from time to time for purposes of ensuring 
that SSI is in compliance with this clause as soon as possible after such request, failing 
which the PSJV shall be entitled to terminate this Agreement forthwith on written 
notice. 

17. BREACH 

Save as otherwise provided in this Agreement, should a party (the "defaulting party") 
commit a breach of any material provision of this Agreement and should such breach be:-

17.1 incapable of remedy; or 

17.2 be capable of being remedied and should such party fail to remedy such breach within 
seven (7) days after receiving written notice from another party (the "aggrieved 
party) requiring the defaulting party to do so, 

then the aggrieved party shall be entitled, without prejudice to its other rights in law, 
to cancel this agreement or to daim immediate spedfic performance of all of the 
defaulting party's obligations whether or not due for performance, in either event 
without prejudice to the aggrieved partY's right to claim damages. 

18. TERMINATION 

18.1 Unless otherwise expressly agreed between the Parties in writing, this Agreement shall 
terminate: 

18.1.1 automatically on the expi.ry of the Contract Period; 
18.1.2 in accordance with the breach provisions of this Agreement; or 
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18.1.3 as otherwise provided in this Agreement, 

whichever occurs first. 

18.2 Notwithstanding any other provision of this Agreement, the PSJV shall be entitled to 

terminate this Agreement forthwith on written notice if: 

18.2.1 SSI (i) acts in a manner that prejudices, (ii) attempts to prejudice the reputation of 

the PSJV, Alexkor or RMC; 

18.2.2 SSI contravenes or attempts to contravene any of the PSJV's instructions, policies, 

procedures, requirement or generally accepted practices; 

18.2.3 SSI publishes or makes any press or media release in connection with this 

Agreement or about the PSJV, without the PSJV's express written consent. 

18.3 The termination of this Agreement for any reason whatsoever shall not prejudice any 

accrued rights nor the rights of any Party in relation to any antecedent breach by any 

other Party. 

19. REPRESENTAnONS, WARRANTIES AND UNDERTAKINGS 

19.1 Each Party represents, warrants and undertakes that, as at the Signature Date, and for 

the term of this Agreement: 

19.1.1 it is and shall continue to be a duly established legal entity in its counby of 

incorporation and all necessary approvals, permits, authorisations and licences 

from the authorities reql!ired by it under the raws and regulations of its country of 

incorporation to enter into and perform this Agreement have been obtained and all 

actions have been taken by it to comply with all legal and other requirements 

necessary to ensure that by entering into this Agreement and performing its 

obligations under this Agreement, it will not infringe any laws or regulations 

applicable to it or the terms of any such approval, permit, authorisation or licence; 

19.1.2 all actions, conditions and things required to be taken, fulfilled and done (induding 

the obtaining of any necessary consents), in order to: 

19.1.2.1 enable it lawfully to enter into, exercise its rights and perform and comply with 

its obligations under this Agreement; 
19.1.2.2 

19.1.2.3 

ensure that those obligations are valid, legally binding and enforceable, have 
been taken, fulfilled and done; 
it has the necessary power and authority to e11ter into this Agreement and to 
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exercise its rights and observe and perform its obligations hereunder and the 

execution of this Agreement by it has been duly authorised . so that upon 

execution, this Agreement will constitute valid and binding obligations of it in 

accordance with its terms; and 

its entry into, exerdse of its rights and/or performance of or compliance with its 
obligations under this Agreement do not and will not contravene or constitute a 
default under its constitutional documents or under any other agreement, 

contract, instrument, f.aw or other form of commitment or obligation. 

19.2 SSI represents, warrants and undertakes that: 

19.2.1 it and its staff have and shall continue to have the necessary experience1 

qualifications, knowledge, skills, expertise and resources to provide the Services; 

19.2.2 the Services shall be executed in a professional manner and in accordance with 

the highest standards; 

19.2.3 the provision of the Services will not: 

19.2.3.1 infringe the rights or intellectual property of any third party; and/or 

19.2.3.2 involve the use of information in breach of obligations owed to or rights held by 

any third party. 

19.3 To the extent that SSI is not in possession of the required licences at the date of first 

tender, SSI agrees to sell the Supply at licenced premises and if possible, at the DEEC. 

' 20. INDEMNITY AND UABIUTY 

20.1 SSI shall indemnify the PSJV forthwith on demand against all claims, actions and suits 

by third parties in connection with any breaCh by SSI of this Agreement or in 

connection with failure by SSI to complete the services (or any part thereof) during the 

Contract Period. 
20.2 SSI shall, at its own cost and expense, defend any action instituted by such third 

parties against the PSJV, provided that the PSJV shall be entitled to elect to defend any 

such action, in which event SSI shall indemnify the PSJV against all costs inrurred by 

the PSJV in so doing. 

21. ANTI-CORRUPTION UNDERTAKINGS 
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SSI warrants, in respect of this Agreement and the matters that are the subject of this 

Agreement, that neither it nor any of its assodates or representatives has made or offered 

and shall not make or offer any payment, gift, promise or other advantage, whether directly 

or through intermediaries, to or for the use of any PSJV, Alexkor or RMC offida/ where such 

payment, gift, promise or advantage would be for purposes of influencing any act or decision 

of such PSJV, Alexkor or RMC official, indudng such PSJV, Alexkor or RMC offidal to do, or 

omit to do, any act in violation of his or her lawful duties, securing any improper advantage 

or inducing such PSJV, Alexkor or RMC official to use his or her influence to affect any act or 

dedsion of any department, agency or instrumentality of any government or public 

enterprise. 

22. FORCE MAJEURE 

22.1 If either Party is prevented or restricted directly or indirectly from carrying out all or 

any of its obligations under this Agreement, other than a payment obligation, by Force 

Majeure, the Party so affected shall, to the extent so prevented, be relieved of its 

obligations hereunder (other than payment obligations) during the period of such 

events and shall ·not be liable for any delay or failure in the performance of any 
obligations hereunder or loss or damage either general, special or consequential which 

any other Party may suffer due to or resulting from such delay or failure, provided 

always that written notice of the occurrence constituting Force Majeure shall have been 

given within 72 hours by the affected Party to the other Party. 

'':-' 22.2 The Parties shall meet as soon as reasonably possible after the giving of the notice 
! 

referred to above to discuss the Force Majeure and shall exerdse their respective 

reasonable endeavours to agree on steps to address the Force Majeure and mitigate its 

effects. 

22.3 The Party alleging the existence of Force Majeure shall bear the burden of proving its 
existence. 

22.4 A Party who fails to perform· in whole or in part its obligations under this Agreement 

because of Force Majeure, shafl exerdse its best endeavours to mitigate the effect of 

such failure and to alleviate such Force Majeure, shall continue to perform Its 

obligations as far as possible, and on cessation of such Force Majeure shall inform the 

other Party thereof in writing. 
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22.5 For as long as a Party fails to perform any of its obligations· under this Agreement due 

to Force Majeure, the rights of such Party shall be suspended. 

22.6 If a Party fails to perform any of Its obligations under this Agreement due to Force 

Majeure for more than 20 consecutive Business Days after such Force Majeure occurs, 

the other Party shall be entitled at any time to terminate this Agreement forthwith on 

written notice. 

22.7 For the avoidance of doubt and notwithstanding any other provision of this Agreement, 

Force Majeure shall not operate so as to excuse provision by SSI of services that do 

not meet the requirements set out in this Agreement. 

23. CESSION AND ASSIGNMENT 

23.1 Save as expressly set out in this Agreement, neither Party shall cede, assign or transfer 

or purport to cede, assign or transfer to any person any of its rights or obligations in 

terms of this Agreement without the prior written consent of the other. 

23.2 SSI may not subcontract any of its obligations under this Agreement without the prior 

written approval of the PSJV, which approval may be given subject to conditions or 

may be withheld by the PSJV in its sole discretion without being under an obligation to 

provide reasons. 

24. WAIVER, FORBEARANCE AND VARIATION 

24.1 The rights of any Party shall not be prejudiced or restricted by any indulgence or 

forbearance extended by such Party to another Party and no waiver by any Party in 

respect of any breach shall operate as a waiver in respect of any subsequent breach. 

24.2 No addition to, or variation, novation or consensual cancellation of, this Agreement 

shall be binding on the Parties unless such addition, variation, novation or consensual 

cancellation shall have been expressly agreed in writing by all the Parties and no 

waiver by any Party of any of its rights under this clause shall be of force and effect 

unless reduced to writing and expressly agreed to in writing by all the Parties. 

25. SEVERABILITY 
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If any provision of this Agreement is found by a court or other competent authority, or 

agreed by the Parties, to be void or unenforceable such provision shall be deemed to be 
deleted from this Agreement and the remaining provisions of this Agreement shall continue 
in full force and effect. Notwithstanding the aforegoing, the Parties shall thereupon 
negotiate in good faith in order to agree the. terms of a mutually satisfactory provision to be 
substituted for the provision so found to be void or unenforceable. 

26. INTELLECTUAL PROPERTY 

26.1 The Parties agree that any and all Intellectual Property rights including but not limited 
to any logo; emblem, trademarks or any other form of corporate identity owned by a 
Party prior to this Agreement and any Intellectual Property rights developed by a Party 
·during the course of this Agreement, shall remain exdusively owned by the Party who 
originally owned such Intellectual Property, or who developed such Intellectual 
Property. 

26.2 Each of the Parties shall not, under any circumstances whatsoever, reproduce, copy or 
use the other Party's Intellectual Property, or permit the use of the other Party's 
Intellectual Property by any third party, save with the other Party's prior written 

consent. 
26.3 SSI shall not in any way contest the validity of, or prejudice, any of the PSJV's 

Intellectual Property rights. 
26.4 The provisions of this clause shall survive termination of this Agreement for 

whatsoever reason. 

27. CONFIDENTIALITY 

27.1 Each Party undertakes to the other Party that it will treat as confidential the 
terms of this Agreement together with aU information whether of a commerdal, 
financial, personal or technical nature or otherwise relating in any manner to the 
business or affairs of the other Party as may be communicated to it hereunder or 
otherwise In connection with this Agreement and wm not disclose such 
information to any person, finn or company (other than to its auditors and other 
professional advisers) or to the media, and will not use such information other 
than for the purposes of this agreement, subject always to any prior specific 
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authorisation in writing by the Party concerned to such disclosure or use. 

The provisions of 29.1 shall not apply to any information which-

is in the public domain other than by default of the recipient party; 

is obtained by the recipient party from bona fide third party having the 
right to disseminate such information; 

is or had already been independently generated by the recipient party; 

is required to be disclosed by law or the valid order of a court of competent 
jurisdiction or the request of any governmental or other reguJatory 

authority or agency, in which event the disclosing party shall so notify the 

other parties as promptly as practicable (and if possible prior to making any 

disdosure) and shall use its reasonable endeavours to seek confidential 
treatment of such information. 

27.3 The obligations contained in this clause shall endure beyond the termination of 
this Agreement without fimit in time except and until any confidential information 

enters the public domain otherwise than through default of the redpient party. 

28. DISPUTES 

28.1 Each. Party expressly waives any rights it may have to refer a dispute arising out of this 

Agreement to any person or entity through any procedure or method contemplated in 

section 166 and section 167 of the Companies Act. 
28.2 Save as otherwise provided in this Agreement, any dispute arising from or in 

connection with this Agreement or its termination shall in the first instance be referred 

to the respective chief executive officers of the Parties, failing whom, their respective 

equivalents or nominees (''CEOs''). 
28.3 Should the CEOs be unable to resolve the dispute within seven (7) days after the 

referral of the dispute to them, the Parties shall endeavour to settle the dispute by 
mediation, the independent mediator being appointed by Conflict Dynamics (pty) Ltd 
within five (5) days of failure by the CEOs to resolve the dispute. 

28.4 Each Party undertakes to cooperate in good faith with mediator in the conduct of 
the mediation of the dispute. 
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28.5 If a settlement agreement is not reached in the mediation of the dispute -

28.5.1 the submission of the dispute to mediation shall not prejudice either of the Parties' 
rights; and 

28.5.2 the dispute (or such part thereof which is not settled pursuant to the mediation) 

shan, if so requested by either Party be finally resolved by an arbitrator agreed to 

between the Parties and failing such agreement within three (3) days of a request 
therefor by a Party, appointed by the Chairperson for the time being of the 
Johannesburg Bar Council (or such other person as may be agreed to by the 
Parties). 

28.6 The arbitration shall be conducted in accordance with the AFSA Rules for Expedited 
Arbitrations or such other rules as may be determined by the arbitrator or agreed to by 

the Parties In writing. Each Party shall have a right of appeal against the dedsion of 

the arbitrator to a panel of three arbitrators. (''appeal arbitrators"), which appeal shall 

be conducted in tenns of Arti_cle 22 (or its successor from time to time) of the Rules of 

AFSA relating to commercial arbitrations or such other rules as the Parties to the 

appeal may agree upon in writing, and failing such agreement as the appeal arbitrators 

may determine. The arbitration and any appeal shall be held in Sandton. 

28.7 The Parties agree that the written demand by a Party to the dispute in terms of this 

dause that the dispute be submitted to arbitration is to be deemed to be a legal 
process for the purpose of interrupting extinctive prescription in terms of the 

Prescription Act, No. 68 of 1969. 

28.8 This clause is severable from the rest of this Agreement and shall, notwithstanding the 
termination, cancellation, invalidity or alleged invalidity of this Agreement or any part 
of it for any reason, remain In full force and effect. 

29. .ENTIRE AGREEMENT 

This Agreement supersedes any previous agreements between any of the Parties in relation 

to the matters dealt with in this Agreement and no Party shall have any claim against any 
other Party in relation to any such agreements. No Party shaff be bound by any express or 
tacit term, representation, warranty, promise or the like not recorded in this Agreement. 
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30. SUCCESSORS-IN-TITLE 

30.1 For the purposes of this clause, successor-tn-title shall include, but not be limited to, 

the executor, heir, liquidator, judicial manager, curator or trustee of any Party. 

30.2 Without prejudice to any other provision of this Agreement, any successor-in-title of 

any Party shall be bound by this Agreement. 

31. GOVERNING LAW AND JURISDICTION 

31.1 The validity of this Agreement, its interpretation, implementation, enforcement, the 

respective rights and obligations of the Parties and all other matters arising in any way 

out of it, or its expiration or earlier termination for any reason shall be governed by 

and construed in all respects in accordance with the laws of the Republic of South 

Africa. 

31.2 The Parties irrevocably consent to the non-exclusive jurisdiction of the High Court of 

South Africa, (South Gauteng High Court) in respect of all proceedings in connection 

with this Agreement. The submission to the jurisdiction of the court referred to herein 

shaU not be construed so as to limit the rights of either Party to take proceedings 

against the other Party in any other court of competent jurisdiction for the purposes of 

obtaining urgent or interdictory relief. 

32. DOMICILIUM AND NOTICES 

32.1 The Parties choose domidlium citandi et executandi for aU purposes of the giving of 

any notice, the payment of any sum, the serving of any process and for any other 

purpose arising from this agreement, as follows -

32.1.1 The PSJV - cfo Alexkor 

8A Jelllcoe Avenue 

Rosebank 

Johannesburg 

Attention Mervyn Carstens 

GC37

XX1-MINING-REF-BUNDLE-1142MINING-02-282



32.1.2 ssr 

rf'\..lVI"'\1 c I"'J,.LJ \....Vt .. r.J.vc:n 111'U... 

Email Mervyn carstens - mervync@alexkor.co.za 

c/o Integrated capital Management Proprietary 

Unit 2, Ground Floor 

3 Melrose Boulevard 

Melrose Arch 

Johannesburg 

Attention 

Emaif 

Daniel Nathan and Stanley Shane 

Daniel Nathan- Daniel@danielnathan.co.za 

Stanley Shane - stan@integratedcapital.co.za 

32.2 Each Party shall be entitled from time to time, by written notice to the other Party, to 
vary its domicilium to any other physical address within South Africa. 

32.3 Any notice given and any payment made by a Party to the other party which is 
delivered by hand during the normal business hours of the addressee at the 
addressee's domlcilium shall be rebuttably presumed to have been received by the 
addressee at the time of delivery. 

32.4 Any notice given by a Party to the other party by fax shall be rebuttably presumed to 
have been received by the addressee on the date of successful transmission thereof. 

32.5 Notwithstanding anything to the contrary in this clause, a written or electronic notice 
or other communication actually received by a Party shall be adequate notice to it 
notwithstanding that the notice was not delivered to its given domicilium or in the 
manner contemplated by the foregoing provisions of this clause. 

33. COSTS 

Each Party shall be responsible for its own costs, disbursements and expenses incurred in 
the negotiation, preparation and execution of this Agreement. 

34. COUNTERPARTS 
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This Agreement may be executed in more than one counterpart (and, for the avoidance of 

doubt, a counterpart may be a facsimile copy), each of which shall be deemed to constitute 

an original and which taken together shall constitute one and the same agreement. 

o warrants that he is duly authorised hereto 

Signed at JOHANNESBURG on 4th MARCH 2015. 

SCARLET KY INVESTMENTS 60 PROPRIETARY UMITED 

MR D NATHAN 

who warrants that he is duly authorised hereto 
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The Parties agree to finalise the 4 annexures to this Agreement during the process of the 

first sale and in any event by no later than 30 April 2015. 

ANNEXURES 

A. List of Valuators 
B. 5% Order Form 

C: Benefidation Order 
D: Remaining Diamond Sale Order 
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M2009/002967/07

Company Information

IN BUSINESS

PRIVATE COMPANY

FINANCIAL INTERMEDIATION, EXCEPT INSURANCE AND PENSION FUNDING 
(81)

16/02/2009

16/02/2009

9786253154

FEBRUARY

16/02/2009

-

-

-

-

16/02/2009

INVESTMENT IN MOVABLE AND IMMOVABLE PROPERTY AS PRINCIPAL

1 RIVER STREET, HOUGHTON, JOHANNESBURG, GAUTENG, 2198

1 RIVER STREET, HOUGHTON, JOHANNESBURG, GAUTENG, 2198

GAUTENG

UNKNOWN

-

1000Authorized capital

Authorized shares

Country

Region

Postal address

Physical address

Principal business description

Type date

Status changed date

Translated name

Short name

Old registration number

Financial effective date

Financial year end

Tax number

Business start date

Registration date

Standard industrial classification

Type

Status

SCARLET SKY INVESTMENTS 60          
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-

100

Director / Member Summary

ID/REG NUMBER STATUS

7402285156080 ACTIVE

6912135221083 RESIGNED

5908285147087 RESIGNED

7108075115083 RESIGNED

- RESIGNED

8105060026084 RESIGNED

Active Directors / Members

ID/Passport number

Type

Status

Date of birth

Appointment date

Member size

Member contribution

Profession

Country of residence

Residential address

Postal address POSNET SUITE 147, PRIVATE BAG X1, MELROSE ARCH, GAUTENG, 2076

14 GREGORY AVENUE, MELROSE NORTH, JOHANNESBURG, GAUTENG, 2196

SOUTH AFRICA

-

R 0,00

0%

20/11/2014

28/02/1974

ACTIVE

DIRECTOR

7402285156080

NATHAN, DANIEL MARK

DIRECTORAMMANN, HAZEL MOIRA

SECRETARY 
(COMPANIES AND 
CCS)

LEGAL FRONTIERS (CORPORATE 
SERVICES) CC, -

DIRECTORMOODLEY, KUBENTHERAN

DIRECTORGOUWS, CHRISTIAN

DIRECTORGOVENDER, KASAVAN

DIRECTORNATHAN, DANIEL MARK

TYPENAME

Issued capital

Issued shares
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GOVENDER, KASAVAN

6912135221083

DIRECTOR

RESIGNED

12/12/1969

04/11/2015

04/11/2016

0%

R 0,00

-

SOUTH AFRICA

STAND NO 318, KYALAMI HILLS, EXT 10, GAUTENG, 1684

PO BOX 705, KELVIN, KELVIN, GAUTENG, 2054

ID/Passport number

Type

Status

Date of birth

Appointment date

Resignation date

Member size

Member contribution

Profession

Country of residence

Residential address

Postal address P O BOX 35465, MENLO PARK, 0102

329 ANCHELLA STREET, FAERIE GLEN, 0043

SOUTH AFRICA

ATTORNEY

R 0,00

0%

02/11/2011

16/02/2009

28/08/1959

RESIGNED

DIRECTOR

5908285147087

GOUWS, CHRISTIAN

Postal address

Residential address

Country of residence

Profession

Member contribution

Member size

Resignation date

Appointment date

Date of birth

Status

Type

ID/Passport number

Inactive Directors / Members
GC38

XX1-MINING-REF-BUNDLE-1149MINING-02-289



www.sacompany.co.za
support@sacompany.co.za

Reference: gavinjohn@outlook.com 

Generated: 2017/10/20 08:55:12 AM

Page 5 of 9

ID/Passport number

Type

Status

Date of birth

Appointment date

Resignation date

Member size

Member contribution

Profession

Country of residence

Residential address

Postal address

LEGAL FRONTIERS (CORPORATE SERVICES) CC, -

-

SECRETARY (COMPANIES AND CCS)

RESIGNED

30/12/1899

16/02/2009

19/01/2017

0%

R 0,00

-

SOUTH AFRICA

21-7TH AVENUE, PARKTOWN NORTH, 2193

PO BOX 464, PARKLANDS, 2121Postal address

Residential address

Country of residence

Profession

Member contribution

Member size

Resignation date

Appointment date

Date of birth

Status

Type

ID/Passport number

UNIT 2 GROUND FLOOR, 3 MELROSE BOULEVARD, MELROSE ARCH, GAUTENG, 
2196

22 ROBERT CRESCENT, MORNINGSIDE, SANDTON, GAUTENG, 2196

SOUTH AFRICA

-

R 0,00

0%

05/11/2015

20/11/2014

07/08/1971

RESIGNED

DIRECTOR

7108075115083

MOODLEY, KUBENTHERAN
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ID/Passport number

Type

Status

Date of birth

Appointment date

Resignation date

Member size

Member contribution

Profession

Country of residence

Residential address

Postal address P O BOX 464, PARKLANDS, JOHANNESBURG, GAUTENG, 2121

LSG INTEGRATED 

RESIGN

AUDITOR

THE SOUTH AFRICAN INSTITUTE OF CHARTERED ACCOUNTANTS

955361

-

16/02/2009

-

-

318 RIVONIA BOULEVARD, RIVONIA, 2128

P O BOX 457, RIVONIA, 2128Postal address

Business address

Registration entry date

Expiry date

End date

Start date

Profession number

Profession

Type

Status

Auditors

21-27TH AVENUE, PARKTOWN NORTH, JOHANNESBURG, GAUTENG, 2193

SOUTH AFRICA

-

R 0,00

0%

20/11/2014

02/11/2011

06/05/1981

RESIGNED

DIRECTOR

8105060026084

AMMANN, HAZEL MOIRA
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Status

Type

Profession

Profession number

Start date

End date

Expiry date

Registration entry date

Business address

Postal address

TYPE PARRI VALUE CAPITAL PREMIUM

1000 1

ISSUED ORDINARY 0 0

Company Change History

CHANGE TYPE

23/06/2017 COMPANY / CLOSE CORPORATION AR FILING - WEB SERVICES : REF 
NO. : 575398761

REGISTERED ADDRESS 
CHANGE

25/01/2017 CHANGE RECORDCOMPANY NAME = LEGAL FRONTIERS 
(CORPORATE SERVICES) CCFIRST NAMES = STATUS = RESIGNED

AUDITOR/ACC OFFICER 
CHANGE

28/11/2016 DIRECTOR DANIEL MARK NATHAN DETAILS WAS CHANGED
DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

NOTICE OF CHANGE OF AUDITOR:  AND  TICHAUER & BLOCH CA (SA)  
RESIGNED19/01/2017

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

1 RIVER STREET HOUGHTON JOHANNESBURG GAUTENG219827/01/2017

CO/CC ANNUAL 
RETURN

CHANGE DESCRIPTIONEFFECTIVE DATE

1100

00AUTHORIZED ORDINARY

AMOUNT PER SHARE (R)NUMBER OF SHARES

Capital Information

PO BOX 464, PARKLANDS, 2121

21-7TH AVENUE, PARKTOWN NORTH, 2193

26/02/2009

-

19/01/2017

16/02/2009

936677E

CHARTERED ACCOUNTS

AUDITOR

RESIGN

TICHAUER & BLOCH CA (SA) 
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DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

04/02/2016 DIRECTOR KASAVAN GOVENDER WAS ADDED

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

04/02/2016 DIRECTOR KUBENTHERAN MOODLEY DETAILS WAS CHANGED

CO/CC ANNUAL 
RETURN

04/12/2014 DIRECTOR DANIEL MARK NATHAN WAS ADDED

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

04/12/2014 DIRECTOR HAZEL MOIRA AMMANN DETAILS WAS CHANGED

CO/CC ANNUAL 
RETURN

03/11/2011 CHANGE RECORDSURNAME = GOUWSFIRST NAMES = 
CHRISTIANSTATUS = RESIGNED

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

19/03/2009 21-7TH AVENUEPARKTOWN NORTH2193

POSTAL ADDRESS 
CHANGE

26/02/2009

SURNAME=LEGAL FRONTIERS (CORPORATE SERVICES) CCFULL 
FORENAMES=REGISTRATION 
NO=200005102423NATIONALITY=SOUTH AFRICARSA 
RESIDENT=0DATE OF APPOINTMENT=16 FEBRUARY 
2009PROFESSION=DESIGNATION=SECRETARY (COMPANIES AND 
CC'S)RESIDENTIAL ADDRESS21-7TH AVENUEPARKTOWN 
NORTH2193BUSINESS ADDRESS21-7TH AVENUEPARKTOWN 
NORTH2193POSTAL ADDRESSPO BOX 464PARKLANDS2121NATURE 
OF CHANGE=APPOINTMENTSTATUS :ACTIVE

AUDITOR/ACC OFFICER 
CHANGE

16/02/2009 -AUDITOR/ACC OFFICER 
CHANGE

PO BOX 464PARKLANDS2121STATUS : ADDRESS CHANGE16/02/2009

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

PO BOX 464PARKLANDS212119/03/2009

REGISTERED ADDRESS 
CHANGE

ADD RECORDSURNAME = AMMANN FIRST NAMES = HAZEL MOIRA 
STATUS = ACTIVE03/11/2011

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

COMPANY / CLOSE CORPORATION AR FILING - WEB SERVICES : REF 
NO. : 5278412013/08/2014

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

DIRECTOR KUBENTHERAN MOODLEY WAS ADDED04/12/2014

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

COMPANY / CLOSE CORPORATION AR FILING - WEB SERVICES : REF 
NO. : 52860065312/08/2015

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

DIRECTOR DANIEL MARK NATHAN DETAILS WAS CHANGED04/02/2016

DIRECTOR/MEMBER/SE
CRETARY/TRUST/BOTH 
DIRECTOR AND 
OFFICER

DIRECTOR KASAVAN GOVENDER DETAILS WAS CHANGED28/11/2016
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This report contains information gathered from our suppliers and we do not make any representations about the accuracy of the data displayed nor do we accept 
responsibility for inaccurate data. SA Company will not be liable for any damage caused by reliance on this report. The use of this report is subject to SA Company's 
Terms and Conditions.
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AGREEMENT TO MARKET, VALUE, SELL AND 

BENEFICIATION OF DIAMONDS 

Between 

ALEXKOR RMC JV 

And 

SCARLET SKY INVESTMENTS 60 PTY LTD 
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PRIVATE AND CONFIDENTIAL 

1. PARTIES 

1.1 The Joint Board of the Alexkor RMC Joint Venture acting for and on behalf of the 

Richtersveld Mining Company Proprietary Limited, a company incorporated in the 

Republic of South Africa with registration number 2006/034807/07 of Orange Road, 
Alexander Bay., Republic of South Africa (''RMC") and Alexkor SOC Umited, registration 
number 1992/006368/30, a state owned company incorporated in accordance with the 

company laws of the Republic of South Africa, of SA Jellicoe Avenue, Rosebank, 
Johannesburg, Republic of South Africa ("Aiexkor") ["PSJV"]. 

1.2 "Scarlet Sky Investments 60 (Pty) Umited, a company incorporated in the Republic of 
South Africa with registration number 2009/002967/07 of Unit 2, Ground Floor, 

Melrose Boulevard, Melrose Arch C'SSI'T 

2. INTRODUCTION 

2.1 RMC is the holder of certain land mining rights and Alexkor is the holder of certain 
marine mining rights, which include diamond-mining rights in respect of Alexander Bay. 

2.2 Alexkor and RMC established the PSN in terms of a Deed of Settlement concluded 
between the Government of the Republic of South Africa and the Richtersveld 
community. Alexkor and RMC have placed their respective marine mining rights and 
land mining rights under the full control of the PSJV Management and Board. 

2.3 The PSJV Management issued a tender for the post extraction treatment, processing 
and beneficiation of diamonds extracted in the Richtersveld, under tender number 
RFP02/16 (''the Services") with thesame terms and conditions as the previous tender 

RFP03/2014. 
2.4 Pursuant to the award of the tender, the Joint Board acting for and on behalf of 

Alexkor and the RMC wishes to grant SSI the right to market, value, beneficiate and 
sell its diamonds and SSI accepts such right, as more fully set out in this Off-take 
Agreement (''Agreement''). 

2.5 Accordingly, the Joint Board, acting for Alexkor and RMC respectively, enters into this 
Agreement for the valuation, beneficiation and sale of its diamonds. The joint Board 
hereby confirm that they have the necessary authority to appointment ssr and the l,r 

confirms that it is the entity that is legally obliged to market and sell all 
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3. INTERPRETATION 

3.1 In this Agreement, the following expressions shall, unless the context otherwise 

requires, have the following meanings: 

3.1.1 "appeal valuator'' means a licensed independent diamond valuer appointed by the 

Parties by written agreement from time to time for the purposes contemplated in 

clause 7, chosen from the list of valuators attached hereto as Annexure "A". 

3.1.2 "Beneficiation Order" means the diamonds which SSI elects to purchase from any 

supply which will comprise not less than five percent (5%), the maximum 

percentage of diamonds to be beneficiated will be agreed between the Parties 

(excluding the obligatory SDT portion, if applicable) of each supply from time to 

time; 

3.1.3 "Beneficiation Price" means the price payable by SSI to PSJV for the Beneficiation 

Order, which shall be the greater of either the Reserve Price or the Tender Result; 

3.1.4 "Companies Act" means the Companies.Act 71 of 2008; 

3.1.5 "Companies Regulations" means the Regulations made in terms of the Companies 
Act; 

3.1.6 

3.1.7 

"contract period" means a period of three five (5) years from date of signature of 

this Agreement; 

"DEEC" means the Diamond Export Exchange Centre; 

3.1.8 "licences" means permits, authorisations, approvals, consents, certificates, 

registrations and compliance required by the relevant Party under any applicable 

laws; 

3.1.9 "gross profit" means the difference between the price at which the Beneficiation 

Order is eventually sold for on the one hand and the Reserve Price on the other, 

less Commission, Beneficiation Costs (all costs associated with this process), 
Insurance and ancillary costs; 

"parties" means the "Party" o"r "Parties" to this Agreement; his: 
'production cycle" means the period determined by the PSJV from time to time but I J 3.1.10 

3.1.11 
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shall not be less than 8 times over a twelve (12) month period; 

3.1.12 "Remaining Diamonds" means the diamonds which remain after the Beneficiation 
Order and the STD Portion are removed from each Supply; 

3.1.13 "Reserve Price" means where appropriate, the confidential minimum price which is 
deemed to be agreed between PSJV and SSI for each Supply, as determined in 
terms of Clause 7 hereunder; 

3.1.14 "safe custody address" means Knox Titanium Vault Company (Proprietary) Limited 
situated at No 1 River Street, Houghton, Johannesburg, being the address to which 
the PSJV shall deliver all diamonds produced during a production cycle; 

3.1.15 "SDT Portion" means the obligatory ten percent (10%) portion of the (entire) 
Supply that is ·required to be offered to the State Diamond Trader as required by the 

Diamond Act 56 of 1986; 

3.1.16 "signature date" means the date on which this Agreement is signed by the last-
signing party; 

3.1.17 "South Africa" means the Republic of South Africa; 

3.1.18 ''Supplyh means one or more batches of diamonds produced by PSJV from marine 
· mining concessions (previously) granted to SSI under RFP03/2014, and continue to 
be included in RFP02/2016, throughout the Production Cycle; 

3.1.19 "Tender'' means a sale process to be overseen by SSI in which persons licensed to 
participate in diamond auction processes which meet SSI's qualification criteria from 
time to time, are invited to bid for diamonds available in that tender (which shall be 
the Remaining Diamonds) and for which SSI shall be entitled to charged a fee of 
1.5% , which shall escalate by agreement between the Parties on the anniversary of 
this Agreement each year, or such other increased rate agreed between the Parties 
from time to time; 

3.1.20 "Tender Result'' shall mean the price achieved for the Remaining Diamonds as set 
out in the Tender Results Notification attached hereto as Annexure D. 

3.1.21 "valuator'' means a licensed independent diamond valuer appointed by the Parties 
by written agreement from time to time and chosen from the attached list of 
Valuators attached as Annexure "A". ! 

3.1.22 "valuation" means the price set by the valUator and/or appeal valuator for the 

GC39

XX1-MINING-REF-BUNDLE-1158MINING-02-298



PRNATE AND CONFIDENTIAL 

diamonds in any given production cycle. 

3.2 Any reference to a statutory provision or enactment shall include references to any 
amendment, modification or re-enactment of such statutory provision or such 

enactment (whether before or after the Signature Date), to any previous enactment 
which has been replaced or amended and to any regulation or order made under such 
statutory provision or enactment. 

3.3 References to the Introduction, clauses and Schedules (if any) are, unless otherwise 
specified, references respectively to the Introduction, clauses and Schedules (if any) to 
and of this Agreement. 

3.4 Words importing a gender shall be treated as importing any gender. Words importing 
individuals shall be treated as importing corporations and vice versa. Words importing 
the singular shall be treated as importing the plural and vice versa. Words importing 
the whole shall be treated as including a reference to any part thereof. Expressions 
denoting a natural person shall be treated as including a juristic person and vice versa. 

3.5 Clause headings and numbering are inserted for ease of reference only and shall not 
affect the construction of this Agreement. 

3.6 Where any term is defined within the context of any particular clause in this 
Agreement, the term so defined shall, unless it appears dearly from the clause in 
question that such term has limited application to the relevant clause, bear the 
meaning ascribed for all purposes in terms of the Agreement, notwithstanding that 
such term has not been defined in the clause. 

3.7 The rule of construction that provisions are to be construed against the Party drafting 
-.... an agreement or part of an agreement or on whose behalf an agreement or part of an 

agreement was drafted shall not apply to this Agreement. 
3.8 All rules of interpretation providing for the limitation of general words and terms due to 

their association with words and terms of a specific nature shall not apply to this 
Agreement. 

3.9 A number of days shall be Business Days. 
3.10 Should the day for the performance of any obligation in terms of this Agreement fall on 

a day which is not a Business Day/ then such obligation shall be performed on the next 
day which is a Business Day. 

3.11 References to a "calendar year" shall be to a period commencing on 1 January and 
ending on 31 December. References to a "calendar month" shall be to a month of the 
calendar yearr being the months from January to December. References to a "quarter" I 
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shall be to quarters of a calendar year. 

3.12 References to a "month" shall be to a month of the calendar year, unless a reference is 

made to a number of months from a specified date, in which event a "month" shall be 

the period commencing on the day following the specified date and ending on the day 

of the following month corresponding to such specified date (inclusive of both the 

commencing day and the ending day), and the specified number of months shall be 
determined accordingly. 

3.13 The expiration or termination of this Agreement shall not affect such of its provisions 

as expressly provide that they will continue to apply after such expiration or 
termination, or which of necessity must continue to apply after such expiration or 
termination. 

3.14 Any communication which is required to be "in writing" shall include a communication 

which is written or produced by any substitute for writing or which is partly written and 
partly so produced, and shall include printing, typewriting, lithography, facsimile or 
electronic mail or any form of electronic communication or other process or partly one 
and partly another. 

3.15 The use of the word "Including" followed by a specific example/s shall not be construed 
as limiting the meaning of the general wording preceding it. The eiusdem generis rule 
(and any similar rules) shall not be applied in the interpretation of any general wording 
or any specific example/s used in this Agreement. 

3.16 References in a Schedule to paragraphs are to the paragraphs of the Schedule . in 
question. 

3.17 Unless expressly otherwise provided, all amounts set out in this Agreement are 

exclusive of value added tax and shall be in South African Rands. 

I . 

4. COMMENCEMENT AND DURATION 

4.1 This Agreement shall commence on the Signature Date and shall continue in force for 
a period of five (5) years unless termiAated earlier pursuant to the provisions of this 

Agreement. 
4.2 For as long as SSI performs as required in this Agreement, the PSJV shall be entitled to 

extend the Contract Period by giving written notice of such extension to SSI no les 
than three (3) months prior to the expiry of the Contract Period. For the avoidance o 
doubt, this clause shall be at the sole discretion of the PSJV. 
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4.3 The Parties will meet on an annual basis to review the contract terms and will, in good 

faith, consider any requests or proposals for amendment of the Agreement. 

5. SUPPLY 

5.1 It is recorded that the PSJV shall deliver to SSI hundred percent (100%) of all 
diamonds produced within the land mining andmarine miningconcessions referred to in 
3.1.15 above ("the Supply"). 

5.2 

6. 

6.1 

For the avoidance of doubt1 this shall include the obligatory ten percent (10%) 

production that is required to be offered to the State Diamond Trader as required by 
the Diamond Act 56 of 1986. 

PRODUCTION FORECASTS 

The Parties acknowledge and accept that production cycles are dependant on weather 

conditions as regards the beach and shallow water mining and that the production 

forecasts cannot therefore be agreed upfront every quarter. 
6.2 As a result, within seven (7) days of the beginning of each financial year; the PSJV 

shall submit to SSI a copy of its budget as well as relevant weather patterns for the 
financial year; which will then inform agreed but flexible production cycles for the 
finandal year and thereafter produce a production forecast. 

6.3 As soon as reasonably possible after the Signature Date the PSJV shall deliver the 
current financial year's production forecast to SSI. 

6.4 The PSJV undertakes to notify SSI promptly of any variance exceeding ten (10%) of 

the envisaged production quantities set out in a production forecast. 

7. DELIVERY AND VALUATION OF DIAMONDS 

7.1 The PSJV shall deliver the Supply to the safe custody address within two (2) working 
days of the close of the production cycle and shall inform SSI in writing when it does 
so. 

7.2 SSI shall table a written price proposal of the Supply within a period of five (5) days 
following delivery in terms of clause 7.1. 

7.3 Unless PSJV disputes the .price proposal within two (2) days of receipt thereof, then 
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such price proposal shall constitute the Reserve Price of the Supply as agreed between 
the Parties. 

7.4 If PSJV elects to dispute the price proposal within two (2) days of receipt thereof1 then 

PSJV shall be entitled, to refer the valuation of such Supply to a valuator, acting as an 
expert and not as an arbitrator1 for final and binding determination. 

7.5 Such valuation shall be the valuator's expert determination of the market value of the 
diamonds concerned, determined on a bulk-sale basis to licensed buyers, and taking 
appropriate account of current diamond trading trends and demand. The Parties shall 
procure that the valuator provides each Party with a signed valuation certificate. 

7.6 If either Party disputes the valuation of the valuator in respect of any diamonds, such 
Party shall be entitled, within two (2) days thereafter, to refer the valuation of such 
diamonds to the appeal valuator, acting as an expert and not as an arbitrator, for final 
and binding determination. 

7.7 Both Parties are . entitled to make representations to the valuator or the appeal 
valuator, as the case may be, regarding the value of the diamonds which are to be 
valued or which have been valued by him. 

7.8 If either Party disputes the valuation of the appeal valuator in respect of any 
diamonds, such Party shall be entitled to refer such dispute for final and binding 
resolution in terms of clause 31. 

7.9 Once the Reserve Price is determined, SSI shall ensure that the SDT Portion is 

prepared for the State Diamond Trader and SSI will also oversee the process of such 
' sale and report to PSJV accordingly. 

J 7.10 Should the State Diamond Trader for whatever r:eason not wish to purchase the SOT 
Portions, then the same will fall to be dealt with the remainder of the Supply. 

7.11 Should the Parties not receive an offer equal at least to the Reserve Price on any 
Supply, the Parties reserve the right to cancel that tender process. SSI shall ensure 
that this clause forms part of its tender documentation as presented to the individual 
tenderers. 

7.12 The PSJV reserves the right to have a representative present at the tender sales and at 
all other material times. 

8. BENEFICIATION 

8.1 Within two (2) days after determination of the Reserve Price, SSI shall deliver to PS 

GC39

XX1-MINING-REF-BUNDLE-1162MINING-02-302



-............. 

PRIVATE AND CONADEN11AL 

its Beneficiation Order. 

8.2 SSI will, in consultation with the PSJV, select which diamonds from the Supply 
constitute the Beneficiation Order. 

8.3 Each Beneficiation Order shall be in the form set out in Annexure B and such 

diamonds shall be separated from the remainder of the Supply (and the SOT Portion) 
·pending the outcome of the Tender. 

8.4 Within two (2) days following the outcome of the Tender, SSI shall furnish PSJV with a 
written notice in the form set out in Annexure C together with its Beneficiation Price 
Notice in the form set out in Annexure D. 

8.5 Should PSJV elect to dispute the Beneficiation Price Notice within five (5) days of 
receipt thereof, then the Parties shall endeavour to resolve the dispute in good faith 
within five (5) days thereafter, failing which either Party may refer the dispute to the 

Valuator acting as an expert and not as an arbitrator, for final and binding 
determination. 

8.6 Once the price of the Beneficiation Order becomes binding, then PSJV shall submit an 
invoice to SSI (together with relevant certificates of origin) within two (2) days thereof 
and SSI shall make payment of the invoice within five (5) days of receipt of the 
invoice, less the amount of its commission and VAT thereon, as set out in clause 10 
below which shall be deemed to have been paid by the PSJV. 

8.7 Following the beneficiation process in respect of the Beneficiation Order, SSI shall 
fumish PSJV with a written notice in the form set out in Annexure F setting out the 
prices realised for the Beneficiation Order (The "Polished Diamonds") (and which shall 
include the calculation for the 30% net profit share of PSJV). 

8.8 Should PSJV elect to dispute the price set out in the notice referred to in clause 8.7 
within five (5) days of receipt thereof, then the Parties shall endeavour to resolve the 
dispute in good faith within five (5) days thereafter, failing which either Party may 
refer the dispute to the Valuator acting as an expert and not as an arbitrator, for final 
and binding determination. 

8.9 Once the price of the Polished Diamonds becomes binding, then PSJV shall submit an 
invoice to SSI (together with relevant certificates of origin) within two (2) days thereof 
and SSI shall make payment of the invoice within five (5) days of receipt of the 
invoice, less the amount of its commission and VAT thereon, as set out in clause 10 
below which shall be deemed to have been paid by the PSJV. 
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9. SINGLE STONES 

9.1 The Parties shall be entitled to agree on an ad hoc basis, and subject to the prior 

approval of the relevant mining Contractor/s to remove certain single stones from the 

Supply as recommended by SSI, and which single stones will then be dealt with in 

accordance with the provisions of Beneficiation set out in clause 8 above. 

10. THE NON- BENEFICIATED DIAMONDS 

10.1 Following the determination of Reserve Price as contemplated in clause 7, SSI shall 

sell the balance of the Supply (''the remaining diamonds") through the Tender process. 

10.2 In the event that the Reserve Price is met in the Tender process, then SSI will sell 

same at such Reserve Price. 

10.3 SSI will hold back diamonds from the sale, that do not meet the Reserve Price. Should 

this occur, the PSJV shall elect to either : 

10.3.1 

10.3.2 

beneficiate these diamonds as per the procedure set out in clause 8; or 

such diamonds will be offered for sale in the subsequent tender as set out 

in this dause 9. If the diamonds do not meet the Reserve Price in the 
second Tender process, same will be sold at the following Tender at the 

best price offered, or as otherwise agreed between the Parties. 

10.4 Diamonds which SSI believe to be worth more than the best price offered at a Tender, 

may, subject to the PSJV's prior approval, be removed by SSI from the tender process 
and be purchased by SSI at a price equal to the highest price bid for such diamonds 

(''removed diamonds"). SSI must then beneficiate and sell the removed diamonds for 

its own account, and the PSJV shall then be entitled to 30% of SSI's gross profit 

realised on the removed diamonds. 
10.5 SSI will ensure that the tender document permits the removal of diamonds from the 

tender process as contemplated in 10.2 to 10.5 above in accordance with the 

provisions of clause 8. 
10.6 The period of the tender process will be agreed between the Parties within two (2) 

days of receipt of the valuation certificates but shall not exceed seven (7) days. 

10.7 The period of the tender processes will be agreed between the Parties within two ( 
days of receipt of valuation certificates but shall not exceed seven (7) days. 
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10.8 Following the sale of the remaining diamonds, SSI shall provide the PSJV with written 

notice in the form of Annexure D infonning the PSJV of the price at which the 
remaining diamonds were sold. 

10.9 The PSJV shall submit an invoice to SSI (together with the relevant certificates of 

origin) within two (2) days of receipt of the remaining diamond sale order and SSI shall 
make payment of the remaining diamond sales order within five (5) days of receipt of 
the invoice, less the amount of its commission and VAT thereon, as set out in clause 10 

below which shall be deemed to have been paid by the PSJV. 
10.10The PSJV reserves the right to have a representative present at the tender sales and at 

all other material times. 

11. COMMISSION 

SSI shall be entitled to a commission equal to 1.5% of the price at which the diamonds, 
comprising the Supply, are sold. SSI shall deliver to the PSJV invoices in respect of the 
commission, plus VAT thereon, within five (5) days after the sale of the diamonds concerned. 
The PSJV shall make payment of such invoices within five (5) days of receipt. 
The Parties undertake to review the commission amount in light of ongoing increases in 
operating or other costs assodated with the Tender process and this Agreement. 

12. INSURANCE 

12.1 On or before the date on which the PSJV delivers the Supply to the safe custody 
address, as contemplated in 7.1, the PSJV shall inform SSI in writing of the PSJV's 
allocated value for the Supply concerned. 

12.2 SSI shall maintain, at its cost, full insurance over the Supply at the PSJV's allocated 
value (until such time as the Supply is valued in terms of clause 7) and thereafter for 
the value determined by the valuator, or appeal valuator, as the case may be, while 
they are on SSI's premises (which shall include the secure premises). 

12.3 The full insurance cover will terminate when the Supply is either return-shipped to the 
PSJV or delivered to the buyer of the diamonds or collected and signed for by the PSJ\.-1 
and/or the buyers from SSI's premises (which shall include the secure premises). 

12.4 
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date on which the PSJV delivers such diamonds to SSI at its elected premises. 

12.5 The PSJV shall retain ownership over the Supply until such time as SSI pays the 

purchase price for the Supply at which point ownership shall transfer. 

ENTIRELY NEW CLAUSE ON RISK AND TITLE 

13. COMMUNilY AND SOCIAL COMMITMENTS 

13.1 During each of the five (5) years of the tenure of this Agreement, the PSJV shall 
nominate members of the Richtersveld community who have the appropriate aptitude, 
attitude and potential to be trained in the cutting and polishing of rough diamonds to 
participate in a skills development programme to be funded by SSL 

13.2 SSI shall select four ( 4) of the community members so nominated in each such year 
(and thus 20 in aggregate over the five year period) to conduct a 6 month 
"Entrepreneurial Valuation and Polishing" training programme at an agreed Training 
School, subject to such members passing such psychometric, aptitude and other tests 
as SSI reasonably deems to be appropriate by SSI. 

13.3 Those trainees who successfully complete the training programme referred to in shall 
thereafter receive training in the cutting, polishing and valuation of rough diamonds at 
the facility referred to in clause 15 and/or other suitable facilities. The duration of such 
training shall be 

13.3.1 one week per month, for a period of 10 months; and thereafter 
13.3.2 a quarterly training course for the following two (2) years. 

13.4 The costs of the training contemplated in this clause will be borne and paid for by SSI. 

13.5 Following the training referred to above, the parties shall hold good faith discussions 
regarding the economic viability of establishing a diamond beneficiation factory in the 
Richtersveld area, · inter alia utilising the community members who have benefited from 
the abovementioned training. 

14. PERFORMANCE STANDARDS 

14.1 SSI will be required to manage and conduct the Services set out in this Agreem t 
which shall include but not be limited to: the drafting, interpreting and enforcing o a 

\. 
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documents necessary to conduct the tender processes; maintaining an inventory audit 

trail of the Supply from the time that it receives the Supply; carry out the required 
valuations at the secure premises; provide a secure location for the viewing of the 

Supply, manage and supervise the tender processes and invoicing for and collection of 

all monies to be paid over to the PSJV. 
14.2 The PSJV shall submit to SSI its banking details for purposes of payments to be made 

to it in terms of the Agreement. 

15. EXPENSES AND DISBURSEMENTS 

15.1 SSI has established a dedicated processing facility for the Supply at a cost in the region 
of RlO 000 000 (ten million rand). 

15.2 PSN shall contribute towards the capital cost associated with the establishment of a 
cutting and polishing factory, which will be in partnership with SSI. The PSJV will have 

the right to ownership to the said factory in relation to it's capital investment. Other 
than expressly set out in this agreement and the schedules, SSI shall be solely 

responsible for its normal operational costs and the expenses and disbursements 
incurred by SSI In the course of provision of the services set out in this Agreement. 

15.3 Notwithstanding this, the PSJV shall reimburse SSI for expenses and disbursements if 
so agreed by a duly authorised representative of the PSJV in writing prior to SSI 
incurring such expenses and disbursements, subject to subsequent presentation. by 
SSI of proof satisfactory to the PSJV of the expenses and disbursements so incurred by 
it. 

16. REGULATORY CHANGE 

If there are any changes to the laws and/or regulations (''Change in Law") affecting the 
matters dealt with in this Agreement, the Parties shall exercise their reasonable endeavours 
to agree in writing such amendments to this Agreement as are necessary to give effect to 
the Change in Law, as soon as possible after such Change in Law is promulgated (but in any 
event by no later than such date as may be required in law), provided that the Parties shall 
use their best endeavours to agree a solution that results, to the greatest extent possible, · 
the same commercial outcome for the Parties as is contemplated by this Agreement. 
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17. BLACK ECONOMIC EMPOWERMENT OWNERSHIP 

17.1 If SSI is not a natural person, SSI shall ensure that its ownership structure and 

shareholders agreement (or association agreement or trust deed, as applicable) shall 
comply with the applicable black economic empowerment requirements in terms of the 
BEE Act and the Mining Charter, in addition to such standards as the PSJV may 
prescribe from time to time. 

17.2 SSI shall deliver to the PSJV such information, documentation, statements and other 
material as may be requested by the PSJV from time to time for purposes of ensuring 
that SSI is in compliance with this clause as soon as possible after such request, failing 
which the PSJV shall be entitled to terminate this Agreement forthwith on written 
notice. 

17.3 The PSJV confirms that as at signature date, the PSJV has satisfied itself that SSI 
complies with the abovementioned BEE requirements. 

18. BREACH 

Save as otherwise provided in this Agreement, should a party (the "defaulting party'') 
commit a breach of any material provision of this Agreement and should such breach be:-

18.1 incapable of remedy; or 

18.2 be capable of being remedied and should such party fail to remedy such breach within 
seven (7) days after receiving written notice from another party (the "aggrieved 
party'') requiring the defaulting party to do so, 

then the aggrieved party shall be entitled, without prejudice to its other rights in law, 
to cancel this agreement or to claim immediate specific performance of all of the 
defaulting party's obligations whether or not due for performance, in either event 

without prejudice to the aggrieved party's right to claim damages. 

19. TERMINATION 

19.1 Unless otherwise expressly agreed between the Parties in writing, this Agreement sh II 
terminate: 
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19.1.1 automatically on the expiry of the Contract Period; 

19.1.2 in accordance with the breach provisions of this Agreement; or 

19.1.3 as otherwise provided in this Agreement, 

whichever occurs first. 

19.2 Notwithstanding any other provision of this Agreement, the PSJV shall be entitled to 
terminate this Agreement forthwith on written notice if: · 

19.2.1 SSI (i) knowingly acts in a manner that prejudices, (ii) knowingly attempts to 

prejudice the reputation of the PSJV, Alexkor or RMC; 

19.2.2 SSI contravenes or attempts to contravene any of the PSJV's instructions, policies, 

procedures, requirement or generally accepted practices; 

19.2.3 SSI publishes or makes any press or media release in connection with this 

Agreement or about the PSJV, without the PSJV's express written consent. 

19.3 The termination of this Agreement for any reason whatsoever shall not prejudice any 
accrued rights nor the rights of any Party in relation to any antecedent breach by any 
other Party. 

20. REPRESENTATIONS, WARRANTIES AND UNDERTAKINGS 

20.1 Each Party represents, warrants and undertakes that, as at the Signature Date, and for 
the term of this Agreement: 

20.1.1 SSI it is and shall continue to be a duly established legal entity and the PSJV a 
joint venture between Alexkor SOC and the Richtersveld Mining Company in its 

country of incorporation and all necessary approvals, permits, authorisations and 

licences from the authorities required by it under the laws and regulations of its 
country of incorporation to enter into and perform this Agreement have been 
obtained and all actions have been taken by it to comply with all legal and other 
requirements necessary to ensure that by entering into this Agreement and 
performing its obligations under this Agreement, it will not infringe any laws or 
regulations applicable to it or the terms of any such approval, permit, authorisation 
or licence; 

20.1.2 all actions, conditions and things required to be taken, fulfilled and done (includin 
the obtaining of any necessary consents), in order to: 

20.1.2.1 enable it lawfully to enter into, exerdse its rights and perform and comply 
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its obligations under this Agreement; 

ensure that those obligations are valid, legally binding and enforceable, have 
been taken, fulfilled and done; 
it has the necessary power and authority to enter into this Agreement and to 

exercise its rights and observe and perform its obligations hereunder and the 
execution of this Agreement by it has been duly authorised so that upon 
execution, this Agreement will constitute valid and binding obligations of it in 
accordance with its terms; and 
its entry into, exercise of its rights and/or performance of or compliance with its 
obligations under this Agreement do not and will not contravene or constitute a 
default under its constitutional documents or under any other agreement, 
contract, instrument, law or other form of commitment or obligation. 

20.2 SSI represents, warrants and undertakes that: 
20.2.1 it and its staff have and shall continue to have the necessary experience, 

qualifications, knowledge, skills, expertise and resources to provide the Services; 
20.2.2 the Services shall be executed in a professional manner and in accordance with 

the highest standards; 
20.2.3 the provision of the Services will not: 

20.2.3.1 infringe the rights or intellectual property of any third party; and/or 

20.2.3.2 involve the use of information in breach of obligations owed to or rights held by 
any third party. 

20.3 To the extent ·that SSI is not in possession of the required licences at the date of 
first tender, SSI agrees to sell the Supply at licenced premises and if possible, at . 
the DEEC. 

21. INDEMNITY AND UABILITY 

21.1 SSI shall indemnify the PSJV forthwith on demand against all daims, actions and suits 
by third parties in connection with any proven breach by SSI of this Agreement or in 
connection with proven failure by SSI to complete the services (or any part thereof) _ 
during the Contract Period. . ff/. 

21.2 SSI shall, at its own cost and expense, be entitled to defend any action institute b i 
such third parties against the PSJV, provided that the PSJV shall be entitled to ele / 

I- . 
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defend any such action/ in which event SSI shall indemnify the PSJV against all costs 

reasonably incurred by the PSJV in so doing. 

22. ANTI-CORRUPTION UNDERTAKINGS 

SSI warrants, in respect of this Agreement and the matters that are the subject of this 

Agreement, that neither it nor any of its associates or representatives has made or offered 
and shall not make or offer any payment, gift, promise or other advantage, whether directly 
or through intermediaries, to or for the use of any PSJV, Alexkor or RMC official where such 
payme.nt, gift, promise or advantage would be for purposes of influencing any act or decision 

of such PSJV, Alexkor or RMC official, inducing such PSJV, Alexkor or RMC official to do, or 
omit to do, any act in violation of his or her lawful duties, securing any improper advantage 

or inducing such PSJV, Alexkor or RMC official to use his or her influence to affect any act or 
decision- of any department, agency or instrumentality of any government or public 

enterprise. 

23. FORCE MAJEURE 

23.1 If either Party is prevented or restricted directly or indirectly from carrying out all or 
any of its obligations under this Agreement, other than a payment obligation, by Force 

Majeure, the Party so affected shall, to the extent so prevented, be relieved of its 
obligations hereunder (other than payment obligations) during the period of such 
events and shall not be liable for any delay or failure in the performance of any 
obligations hereunder or loss or damage either general, special or consequential which 
any other Party may suffer due to or resulting from such delay or failure, provided 
always that written notice of the occurrence constituting Force Majeure shall have been 
given within 72 hours by the affected Party to the other Party. 

23.2 The Parties shall meet as soon as reasonably possible after the giving of the notice 
referred to above to discuss the Force Majeure and shall exercise their respective 
reasonable endeavours to agree on steps to address the Force Majeure and mitigate its 

effects. 
23.3 The Party alleging the existence of Force Majeure shall bear the burden of provi 

existence. 
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23.4 A Party who fails to perform in whole or in part. its obligations under this Agreement 

because of Force Majeure, shall exercise its best endeavours to mitigate the effect of 

such failure and to alleviate such Force Majeure, shall continue to perform its 

obligations as far as possible, and on cessation of such Force Majeure shall inform the 

other Party thereof in writing. 

23.5 For as long as a Party fails to perform any of its obligations under this Agreement due 
to Force Majeure, the rights of such Party shall be suspended. 

23.6 If a Party fails to perform any of its obligations under this Agreement due to Force 
Majeure for more than 20 consecutive Business Days after such Force Majeure occurs/ 
the other Party shall be entitled at any time to terminate this Agreement forthwith on 
written notice. 

23.7 For the avoidance of doubt·and notwithstanding any other provision of this Agreement, 

Force Majeure shall not operate so as to excuse provision by SSI of services that do 
not meet the requirements set out in this Agreement. 

24. CESSION AND ASSIGNMENT 

24.1 Save as expressly set out in this Agreement, neither Party shall cede, assign or transfer 
or purport to cede, assign or transfer to any person any of its rights or obligations in 
terms of this Agreement without the prior written consent of the other. 

24.2 SSI may not subcontract any of its obligations under this Agreement without the prior 
written approval of the PSJV, which approval may be given subject to conditions or 
may be withheld by the PSJV in its sole discretion without being under an obligation to 

provide reasons. 

25. WAIVER, FORBEARANCE AND VARIATION 

25.1 The rights of any Party shall not be prejudiced or restricted by any indulgence or 
forbearance extended by such Party to another Party and no waiver by any Party in 
respect of any breach shall operate as a waiver in respect of any subsequent breach. 

25.2 No addition to, or variation, novation or consensual cancellation of, this Agreement 
shall be binding on the Parties unless such addition, variation, novation or consensua 
cancellation shall have been expressly agreed in writing by all the Parties and n 
waiver by any Party of any of its rights under this clause shall be of force and effe9 . 
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unless reduced to writing an,d expressly agreed to in writing by all the Parties. 

26. SEVERABILITY 

If any provision of this Agreement is found by a court or other competent authority, or 

agreed by the Parties, to be void or unenforceable such provision shall be deemed to be 
·deleted from this Agreement and the remaining provisions of this Agreement shall continue 

in full force and effect. Notwithstanding the aforegoing, the Parties shall thereupon 
negotiate in good faith in order to agree the terms of a mutually satisfactory provision to be 

substituted for the provision so found to be void or unenforceable. 

27. INTELLECTUAL PROPERTY 

27.1 The Parties agree that any and all Intellectual Property rights including but not limited 
to any logo, emblem, trademarks or any other form of corporate identity owned by a 
Party prior to this Agreement and any Intellectual Property rights developed by a Party 

during the course of this Agreement, shall remain exclusively owned by the Party who 
originally owned · such Intellectual Property, or who developed such Intellectual 
Property. 

27.2 Each of the Parties shall not, under any circumstances whatsoever, reproduce, copy or 
use the other Party's Intellectual Property, or .permit the use of the other Party's 
Intellectual Property by any third party, save with the other Party's prior written 
consent. 

27.3 SSI shall not in any way contest the validity of, or prejudice, any of the PSJV's 
Intellectual Property rights. 

27.4 The provisions of this clause shall survive termination of this Agreement for 

whatsoever reason. 

28. CONFIDENTIALITY 

28.1 Each Party undertakes to the other Party that it will treat as confidential 
terms of this Agreement together with all information whether of a commercipl, 
financial, personal or technical nature or otherwise relating in any manner to fu 
business or affairs of the other Party as may be communicated to it hereundr r 
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otherwise in connection with this Agreement and will not disClose such 

information to any person, firm or company (other than to its auditors and other 
professional advisers) or to the media, and will not use such information other 
than for the purposes of this agreement, subject always to any prior specific 
authorisation in writing by the Party concerned to such disclosure or use. 

The provisions of 29.1 shall not apply to any information which-

is in the public domain other than by default of the recipient party; 

is obtained by the recipient party from a bona fide third party having the 
right to disseminate such information; 

is or had already been independently generated by the recipient party; 

is required to be disclosed by law or the valid order of a court of competent 
jurisdiction or the request of any governmental or other -regulatory 
authority or agency, in which event the disclosing party shall so notify the 
other parties as promptly as practicable (and if possible prior to making any 
disclosure) and shall use its reasonable endeavours to seek confidential 
treatment of such information. 

28.3 The obligations contained in this clause shall endure beyond the termination of 
this Agreement without limit in time -except and until any confidential information 
enters the public domain otherwise than through default of the recipient party. 

29. DISPUTES 

29.1 Each Party expressly waives any rights it may have to refer a dispute arising out of this 
Agreement to any person or entity through any procedure or method contemplated in 
section 166 and section 167 of the Companies Act. 

29.2 Save as otherwise provided in this Agreement, any dispute arising from or in 
connection with this Agreement or its termination shall in the first instance be referred 
to the respective chief executive officers of the Parties, failing whom, their respectiv 
equivalents or nominees ("CEOs"). 

29.3 Should the CEOs be unable to resolve the dispute within seven (7) days after th 
referral of the dispute to them, the Parties shall endeavour to settle the dispute b 
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mediation, the independent mediator being appointed by Conflict Dynamics (pty) ltd 
within five (5) days of failure by the CEOs to resolve the dispute. 

29.4 Each Party undertakes to cooperate in good faith with the mediator in the conduct of 

the mediation of the dispute. 
29.5 If a settlement agreement is not reached in the mediation of the dispute -

29.5.1 the submission of the dispute to mediation shall not prejudice either of the Parties' 
rights; and 

29.5.2 the dispute (or such part thereof which is not settled pursuant to the mediation) 
shall, if so requested by either Party be finally resolved by an arbitrator agreed to 
between the Parties and failing such agreement within three (3) days of a request 
therefor by a Party, appointed by the Chairperson for the time being of the 
Johannesburg Bar Council (or such other person as may be agreed to by the 
Parties). 

29.6 The arbitration shall be conducted in accordance with the AFSA Rules for Expedited 
Arbitrations or such other rules as may be determined by the arbitrator or agreed to by 
the Parties in writing. Each Party shall have a right of appeal against the decision of 
the arbitrator to a panel of three arbitrators (''appeal arbitrators''), which appeal shall 
be conducted in terms of Article 22 (or its successor from time to time) of the Rules of 
AFSA relating to commercial arbitrations or such other rules as the Parties to the 
appeal may agree upon in writing, and failing such agreement as .the appeal arbitrators 
may determine. The arbitration and any appeal shall be held in Sandton. 

) 29.7 The Parties agree that the written demand by a Party to the dispute in terms of this 
clause that the dispute be submitted to arbitration is to be deemed to be a legal 
process for the purpose of interrupting extinctive prescription in terms of the 
Prescription Act, No. 68 of 1969. 

29.8 This clause is severable from the rest of this Agreement and shall, notwithstanding the 
termination, cancellation, invalidity or alleged invalidity of this Agreement or any part 
of it for any reason, remain in full force and effect. 

30. ENTIRE AGREEMENT 
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This Agreement supersedes any previous agreements between any of the Parties in relation 
to the matters dealt with in this Agreement and no Party shall have any claim against any 
other Party in relation to any such agreements. No Party shall be bound by any express or 

tacit term, representation, warranty, promise or the like not recorded in this Agreement. 

31. SUCCESSORS-IN-TITLE 

31.1 For the purposes of this clause, successor-in-title shall include, but not be limited to, 
the executor, heir, liquidator, judicial manager, curator or trustee of any Party. 

31.2 Without prejudice to any other provision of this Agreement, any successor-in-title of 
any Party shall be bound by this Agreement. 

32. GOVERNING LAW AND JURISDICTION 

32.1 The validity. of this Agreement, its interpretation, implementation, enforcement, the 
respective rights and obligations of the Parties and all other matters arising in any way 
out of it, or its expiration· or earlier termination for any reason shall be governed by 
and construed in all respects in accordance with the laws of the Republic of South 
Africa. 

32.2 The Parties irrevocably consent to the non-exclusive jurisdiction of the High Court of 
South Africa, (South Gauteng High Court) in respect of all proceedings in connection 
with this Agreement The submission to the jurisdiction of the court referred to herein 
shall not be construed so as to limit the rights of either Party to take proceedings 
against the other Party in any other court of competent jurisdiction for the purposes of 
obtaining urgent or interdictory relief. 

33. DOMICIUUM AND NOTICES 

33.1 The Parties choose domidlium citandi et executandi for all purposes of the giving of 
any notice, the payment of any sum, the serving of any process and for any other 
purpose arising from this agreement, as follows -

33.1.1 The PSJV -office of the CEO 

Administration Building 
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35. COUNTERPARTS 

This Agreement may be executed in more than one counterpart (and, for the avoidance of 

doubt, a counterpart may be a facsimile copy), each of which shall be deemed to constitute 

an original and which taken together shall constitute one and the same agreement. 

Signed at _,_(-=""=_t _' ___ on 

!foo I 

who warrants that he is duly authorised hereto 

SCARLET SKY 60 PROPRIETARY UMITED 
MR D NATHAN 

who warrants that he is duly authorised hereto 

2016. 
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