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Your Directors of present their report of the Company and its controlled entities for the year to 30 June 
2009. 

DIRECTORS 

The Directors of the Company during or since the end of the financial year are listed below. During 
the year there were 7 meetings of the full Board of Directors. The meetings attended by each Director 
were 

DIRECTOR ELIGIBLE TO 
ATTEND 

ATTENDED 

G.M. King (Resigned 4November 2009) 7 7 
D.C. O’Neill 7 7 
P.A. Crawford 7 7 
D.N. Magang (Resigned 4November 2009) 7 7 
D.J. Duncan (Resigned 3 November 2008) 6 6 
P. Van Riet-Lowe (Appointed 4November 2009) Nil Nil 
W. Osterberg (Appointed 4November 2009) Nil Nil 
L.T. Siwawa (Appointed 19November 2010) Nil Nil 

 

Company Secretary 

Paul A. Crawford held the position of Company Secretary at the end of the financial year. Mr 
Crawford is a CPA and holds the following qualifications Bachelor of Business – Accountancy, 
Master of Financial Management, Graduate Diploma in Business Law and Graduate Diploma in 
Company Secretarial Practice. Mr Crawford has been Company Secretary and Director of DiamonEx 
Limited since its incorporation in 2000. 
 
PRINCIPAL ACTIVITY 

The principal activities of the economic entity in the course of the year were: 
 Mineral exploration; and 
 Development and operation of the Lerala Diamond Mine. 

During the financial year the economic entity’s major subsidiary Diamonex Botswana Limited the 
owner of the Group’s principal asset the Lerala Diamond Mine, was placed into Judicial Management. 
Since that time the Company has been working on a Recovery Plan with its financiers. 
 
OPERATING AND FINANCIAL REVIEW 

Operating Results 

The entity’s consolidated operating loss for the financial year after applicable income tax was 
$29,856,283 (2008: $4,378,669 loss).  

Review of Operations 

The Lerala Diamond Mine commenced commissioning in April 2008.  By August 2008 it was still 
experiencing significant operational and diamond recovery problems. 

By the end of 2008, the plant had begun to perform nearer to its specification and during the months of 
October through to December 2008, 160,000 tonnes of ore were processed, recovering 43,000 carats 
of diamonds. An analysis was then done on minor engineering works which would improve Plant 
performance to at least 100,000 tonnes per month and thus achieve its name plate specification.  
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By the middle of October 2008, the Mine had recovered around 10,000 carats, which were arranged to 
be sold by WWW International Diamond Consultants (“WWWIDC”).  WWWIDC were engaged by 
DiamonEx Botswana Limited (DBL) on a two year contract to sell Lerala’s goods.  

WWWIDC valued the 10,000 carats at +/-US$50 per carat, and that valuation was supported by the 
Government of Botswana’s independent valuation.  One week later, the goods were put up for sale via 
WWWIDC’s online closed tender process.  Disappointingly the sales only achieved a US$20 per carat 
average price. 

The advice from WWWIDC after this sale was that due to the Global Financial Crisis there had been a 
dramatic decline in rough diamond prices. By the time the Company sought to sell its first diamonds 
buyer interest had disintegrated and buyers had disappeared from the market altogether.  

As a consequence of the previous delay in commencing production, the development cost overruns 
and the virtual non existence of a market for the Company’s products the Company found itself in 
financial difficulties in late October 2008. The Company requested that it be suspended from trading 
on the ASX and the BSE on 27 January 2009.  

The Government of Botswana, in a show of support for the project provided a short term funding line 
of P10 million secured against further diamond recovery of around 25,000 carats to give DBL time to 
put an off-take contract in place at an acceptable price to underwrite sales going forward, and to then 
re-capitalise the Company.  However the continuing decline in the world economy meant the diamond 
market did not improve and the prospect of an off take contract at an acceptable price became 
extremely remote. 

Appointment of Judicial Manager to DiamonEx Botswana Limited  

The Directors of DiamonEx Botswana Limited (“DBL”) applied to the Botswana High Court to place 
DBL into Provisional Judicial Management on 27 January 2009, which was subsequently confirmed 
by the High Court on 27 March 2009, for a period of 12 months from that date. 

Following appointment of the Judicial Manager the Directors of the Company immediately started 
working with the Judicial Manager and the creditors of the Company and DBL, to restructure and 
recapitalise the Group’s balance sheet with a view to putting the Lerala mine onto care and 
maintenance until such time as the rough diamond market recovered. 

A recovery plan (the “Recovery Plan”) for DBL was presented by the Company to the Botswana High 
Court on 27 January 2009.  On 27 March 2009 when the Judicial Management was confirmed by the 
High Court, the Company proceeded to execute the Recovery Plan. The Recovery Plan provided for: 

 Lerala Mine being placed on care and maintenance; 
 Raising of capital to fund the plan; 
 Securing an acceptable off take contract for the unprocessed stockpile; 
 Profitably processing the stockpile ore over 6 months; 
 Polishing diamonds to improve value with a view to selling polished product at a better price; 
 Securing a second off take contract for the ongoing production after the stock pile ore was 

processed. 

The Recovery Plan was put on hold when in April 2009, the European Investment Bank (“EIB”), 
DBL’s main banker and secured lender, withdrew its support for the plan and proceeded to apply to 
the Botswana High Court to have DBL put into liquidation. 

In August 2009, the Botswana High Court dismissed the EIB’s application and the Judicial Manager 
was then able to proceed to execute his part of the Recovery Plan. 

EIB brought a further application in August 2009 in the Botswana High Court against the Company to 
enforce two charges that the EIB held over the shares in DBL, and the loan account from the Company 
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to DBL. The Company opposed the application on the grounds that the charges only secured debts 
owing by the Company to EIB, of which there are none. 

In October 2009 the Botswana High Court found in favour of the Company and dismissed EIB’s 
application, and in late January 2010, the decision of the Botswana High Court was upheld by the 
Botswana Court of Appeal. The net result of this case is that the Company’s two main assets, the 
shares it owns in DBL and the loan advances it has made to DBL, were encumbrance free. However, 
the need to defend the legal proceedings and the uncertainty created by the litigation meant that the 
implementation of the Recovery Plan was substantially delayed. 

The Recovery Plan 

The Recovery Plan has to date been promoted, managed and funded by Fleming Asset Management 
Botswana (Pty) Limited (“Fleming”), a Botswana investment fund management company whose 
clients hold a large proportion of the Convertible Notes previously issued by the Company, and more 
recently by one of Fleming’s client’s. 

In March 2009, Fleming agreed to underwrite, with the financial backing of its client, BWP 35 million 
(approximately A$6 million), to support the Recovery Plan. In October 2009, another Botswana 
investment management company, Stanbic Investment Management Services (Pty) Limited (“SIMS”) 
also with client exposure to the Convertible Notes, agreed to support and share in the risk with 
Fleming in this underwriting. 

A special purpose vehicle, Flamenco (Pty) Limited, has been used to advance the funds on behalf of 
Fleming and SIMS.  

Implementation of the Recovery Plan 

The Recovery Plan has three aspects to it: 
 Return of the Lerala Diamond Mine to production; 
 Balance sheet clean up of the Company – that is the settlement certain liabilities of the 

Company mainly by the issue of shares in the Company to those creditors, and either retain the 
Convertible Notes on new terms or repay; and 

 Balance sheet clean up of DBL – that is the settlement of current liabilities of DBL and the 
retention of long term liabilities on new terms. 

In September 2010, DBL concluded debt restructuring agreements with all its employees and 
unsecured creditors, leaving two secured creditors in the company, one of whom has agreed new 
terms, and the other who is currently in negotiations. On 27 September 2010 the Judicial Management 
of DBL terminated. 

The Company has entered into a conditional agreement to sell DBL to Mantle Diamonds Limited. 
Consideration consists of US$3.25 million in cash, and the issue of 45,330,913 shares in Mantle at an 
issue price of GBP0.10 per share. Proceeds of the sale will be used to fund initial working capital, 
repay the Convertible Notes and funding provided by Fleming and Flamenco during the re-structuring 
period. 

In addition, DiamonEx creditors totalling about $3.2 million have agreed to convert their debt into 
DiamonEx equity at two cents per share, subject to shareholder approval. 

This will extinguish most debt in DiamonEx, and the Company will look to recapitalise as soon as 
possible, with a view to acquiring new resource projects for the Company. 

The implementation of aspects of the recovery plan and the restructure of the Company are subject to 
shareholder approval. The Company is currently preparing documentation in relation to these 
transactions and plans to hold a general meeting of the shareholders in early 2011. 
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GOING CONCERN 

At 30 June 2009 the economic entity has a deficiency of net assets of $4,790,004. The financial 
statements have been prepared on the basis that the economic entity is a going concern.  

As outlined above, the economic entity has encountered significant financial difficulties. At balance 
date the main asset of the economic entity, the Lerala Diamond Mine was under judicial management 
and various finance facilities were in breach. 

The economic entity has been working with the Judicial Manager, the financiers, other creditors and 
stakeholders on a recovery plan and re-structuring. At balance date the economic entity and the parent 
entity have incurred significant losses and have negative net equity. The economic entity and the 
parent entity have the ongoing financial support of the financiers and other creditors whilst the 
recovery plan and re-structuring are underway. These plans are well advanced, including removal of 
the Judicial Manager and a conditional agreement for the sale of the mine. 

The ability of the economic entity and the parent entity to continue as a going concern is dependent on 
the ongoing financial support of the financiers and other creditors, and achievement of the recovery 
plan and re-structuring. On the basis of this support and the status of the recovery plan and re-
structuring, the directors have prepared the financial statements on a going concern basis. The 
financial statements do not include any adjustments to the amounts and classification of assets and 
liabilities that would be necessary if the economic entity and parent entity could not continue as a 
going concern. 

The ability of the economic entity and the parent entity to continue as a going concern beyond the 
period of finalisation of the recovery plan/re-structuring will depend on attaining new forms of finance 
(either equity or debt). Directors are confident that new funding initiatives will be successful, however 
no commitment has yet been made to source additional funding. On the expectation of obtaining 
further funding directors have prepared the financial statements on a going concern basis. 
 

INFORMATION ON DIRECTORS 

The names and qualifications of current Directors are summarised as follows: 

Peter Van Reit Lowe Non Executive Chairman appointed 4/11/2009 
Qualifications B Com (Hons) (Econ), B Compt (Hons) (Acc.Sci),ACMA, IMC, FCPA 

(Botswana) 
Experience Appointed to the Board on 4/11/2009. Over 30 years experience in 

accounting and financial services. Founded the Fleming Group in 1992 
which has approximately US$1 billion under management 

Interest in Shares Currently holds 127,700 ordinary shares  
Directorships in Other 
Listed Companies 

Chobe Holdings Limited (Botswana) 

Wayne Osterberg Director (Non Executive) 
Qualifications BA LLB MBA 
Experience Appointed to the Board on 4/11/2009. Practised law in Zimbabwe before 

entering stockbroking as an analyst in 1997. Thirteen years experience in 
the capital markets of Southern Africa and Australia.. Currently Chief 
Operating Officer of Fleming Asset Management Botswana 

Interest in Shares Currently holds 60,000 ordinary shares  
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Gregory M King Previous Executive Chairman (Resigned 4/11/2009) 
Qualifications Bachelor of Applied Science – Applied Geology 
Experience Appointed Chairman in 2004. Board member since 2000, 29 years 

experience in exploration project management
Interest in Shares Founding shareholder and held 10,620,000 ordinary shares at date of 

resignation. 

Dennis C O’Neill Managing Director (Executive) 
Qualifications Bachelor of Science - Geology 
Experience Board member since 2000, 30 years experience in exploration project 

and corporate management 
Interest in Shares Founding shareholder and currently holds 4,900,000 ordinary shares and 

1,000,000 options 
Directorships in Other 
Listed Companies 

Orocobre Limited 

Paul A Crawford Director (Non Executive) 
Qualifications Bachelor of Business – Accountancy; CPA; Master of Financial 

Management; Graduate Diploma in Business Law; Graduate Diploma in 
Company Secretarial Practice. 

Experience Board member since 2000; 28 years experience in accounting and 
commercial management, Principal of corporate consultancy firm. 

Interest in Shares Founding shareholder and currently holds 4,123,350 ordinary shares. 
Directorships in Other 
Listed Companies 

ActivEx Limited; Orocobre Limited 

David N Magang Director (Non Executive) Resigned 4/11/2009 
Qualifications LLB (Honours); Barrister and Attorney 
Experience Board member since April 2004, resident of Botswana, member of the 

Botswana Parliament for 23 years including 4 years as Minister for 
Minerals, Energy and Water Affairs 

Interest in Shares Held 516,000 ordinary shares at date of resignation.. 

Donald J Duncan Director (Non Executive) Resigned 3/11/2008 
Qualifications Bachelor of Science (Honours) 
Experience Appointed to Board in June 2005. A geologist with over 28 years 

experience worldwide in diamond exploration and development. 
Interest in Shares Held 500,000 ordinary shares at date of resignation. 

Leonard T. Siwawa Director (Non Executive) 
Qualifications Bachelor of Science in Actuarial Science & Master of Science in 

Actuarial Management.
Experience Appointed to the Board on 19/11/2010. Mr Siwawa has considerable 

experience in investment fund management, covering both debt and 
equity instruments. 

Interest in Shares Nil  
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REMUNERATION REPORT  

This report details the nature and amount of remuneration of each Director and other key executive 
personnel. 

The current financial position of the Company has resulted in the suspension of a number of 
remuneration arrangements. The Company’s remuneration policy seeks to align Director and 
executive objectives with those of shareholders and business, while at the same time recognising the 
development stage of the Company and the criticality of funds being utilised to achieve development 
objectives. The Board believes that the current policy has been appropriate and effective in achieving a 
balance of objectives.  

The remuneration structure for executive officers including executive Directors is based on a number 
of factors including length of service, particular experience of the individual concerned and overall 
performance of the group 

The Company’s policy for determining the nature and amount of remuneration of board members and 
senior executives of the Company is as follows: 

The remuneration policy setting the terms and conditions for the executive Directors was developed by 
and approved by non-executive Directors. Executive Directors receive a base salary, superannuation 
and fringe benefits and in prior years equity based performance remuneration.  Superannuation 
payments consist of the 9% superannuation guarantee contribution. Individuals may elect to salary 
sacrifice part of their salary to increase payments towards superannuation. No other form of retirement 
benefit is paid. The current financial position of the Company has resulted in the termination of all 
executive appointments. 

The Board policy is to remunerate non-executive Directors at market rates for comparable companies 
for time, commitment and responsibilities. The maximum aggregate amount of fees that can be paid to 
non-executive Directors is subject to approval by shareholders at the Annual General Meeting and are 
not linked to the performance of the economic entity. However, to align Directors’ interests with 
shareholder interests, the Directors are encouraged to hold shares in the Company. The maximum 
aggregate amount of fees that can be paid to non-executive Directors approved by shareholders is 
currently $100,000.  

The Company’s remuneration policy provides for long term incentives through participation in the 
Company’s Employee and Officers Share Option Plan. Further details on options issued under the 
Plan are set out in Note 20 in the financial statements. The Company does not currently have any other 
performance based incentives component built into Director and executive remuneration. 

The Board of Directors is responsible for determining and reviewing the Company’s remuneration 
policy, remuneration levels and performance of both executive and non executive Directors. 
Independent external advice will be sought when required.  

The Non Executive Directors agreed to stop accruing fees at 31 December 2008, the month before 
DBL was put into Judicial Management and the shares in the Company suspended from trading on the 
ASX and the BSE. Fees and post employment benefits owing to the non executive Directors are 
unpaid at 30 June 2009 and as at the date of this report. 

Since then the Non Executive Directors remained on the Board of the Company, at their own cost, 
managing the Company to the point where the Board had settled on the Recovery Plan with the Note 
Holders, at which point two of the Directors, Messrs Magang and King resigned. Messrs Crawford and 
O’Neill remain Directors. Neither Mr. Crawford nor Mr. O’Neill have accrued Directors’ fees since 
and have agreed to waive them up to the completion of the Recovery Plan. Non-executive directors 
appointed more recently (Messrs Van Reit Lowe, Osterberg and Siwawa) have also waived any fees. 

The remuneration of each Director and specified executive officers of the consolidated entity during 
the year were as follows: 
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2009 Short-term Benefits Post  
Equity 
Settled  
Options 

Total Performance 
Related (i) Key Management 

Personnel 

Fees 
and/or 
Salary 

Non-
Cash 

Benefits 

Employment 
Benefits 
Super- 

annuation 
  $ $ $ $ $ % 

P Van Riet Lowe (ii,v) - - - - - - 
W Osterberg (ii,v) - - - - - - 
L Siwana (ii,viii) - - - - - - 
G. King (iii,vi) 76,453  - 6,881  10,160 93,494  10.87  
D O'Neil (iii) 97,799  - 8,802  10,160 116,761  8.70  
P Crawford (ii) - - 11,000 - 11,000  - 
D Magang (ii,vi) 11,000  - - - 11,000  - 
D Duncan (ii,vi ) 9,167  - - - 9,167  - 
M Seed (iv) 105,000  - 8,100    3,884 116,984  3.32  
M Gray (iv) 31,109  - -    3,884 34,993  11.10  
M Coetzee (iv) 58,315  - -    3,884 62,199  6.24  
M Whillier (iv) 102,295  - 7,875    3,884 114,054  3.40  
  491,138  - 42,658  35,856  569,652  6.29 
 

2008 Short-term Benefits Post  
Equity 
Settled  
Options 

Total Performance 
Related (i) Key Management 

Personnel 

Fees 
and/or 
Salary 

Non-
Cash 

Benefits 

Employment 
Benefits 
Super- 

annuation 
  $ $ $ $ $ % 

G. King 183,486  75,121 16,514  10,160 285,281  3.56 
D O'Neil 167,656  38,208 20,000  10,160 236,024  4.30 
P Crawford (ii) - - 22,000  - 22,000  - 
D Magang (ii) 22,000  - - - 22,000  - 
D Duncan (ii)  22,000  - - - 22,000  - 
M Seed 90,000  8,314 8,100  787 107,201  0.73 
M Gray 119,115  - - 787 119,902  0.66
M Coetzee 176,028  - - 787 176,815  0.45 
M Whillier 150,000  10,471 13,500  787 174,758  0.45 
 930,285  132,114 80,114  23,468 1,165,981 2.01 

(i) Represents the percentage of total remuneration represented by options  
(ii) Non executive Director 
(iii) Changed from Executive to Non-executive Director in the 2009 year. 
(iv) These executives terminated during the year. 
(v) Appointed 4 November 2009. 
(vi) Resigned 4 November 2009. 
(vii) Resigned 3 November 2008. 
(viii) Appointed 19 November 2010 

Options granted as remuneration 

No options were granted as remuneration in the current year. Remuneration options granted in prior 
years are: 
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     Terms & Conditions of each Grant 

Key 
Management 

Personnel 

Vested 
Number 

Grant 
Number 

Grant 
Date 

Value per 
Option at 

Grant Date 

Exercise 
Price 

First 
Exercise 

Date 

Last 
Exercise 

Date 
M Seed  200,000   200,000  18.04.2008 0.25 cents 37 cents 18.04.2008 17.04.2013
M Gray  200,000   200,000  18.04.2008 0.25 cents 37 cents 18.04.2008 17.04.2013
M Coetzee  200,000   200,000  18.04.2008 0.25 cents 37 cents 18.04.2008 17.04.2013
M Whillier  200,000   200,000  18.04.2008 0.25 cents 37 cents 18.04.2008 17.04.2013
 800,000 800,000  

All options vested immediately and expire within 5 years of granting. All options were granted for nil 
consideration. No options have been exercised. The options lapsed when these persons ceased to be 
employed by the Company and were not exercised within the allowed time. 

The employment conditions for the previous executive Chairman, Mr King and the Managing 
Director, Mr O’Neill are formalised in contracts of employment. Since the end of the reporting period, 
Messrs King and O’Neill have ceased employment with the Company and Mr O’Neill remains a non-
executive director. None of the current Directors have any contract. 

DIVIDENDS 

No dividends were declared and paid during the financial year. 

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS 

The Company’s major subsidiary DBL was placed into Provisional Judicial Management on 27 
January 2009 which was subsequently confirmed by the High Court of Botswana on 27 March 2009 
for a period of 12 months from that date. In March 2010, the Botswana High Court extended the 
Judicial Management Order to 27 September 2010. Following re-structuring of group debt and 
settlement with unsecured and some secured creditors of DiamonEx (Botswana) Limited, the 
Company came out of Judicial Management on 27 September 2010. 

Further details are provided in the Operating and Financial Review above. 

SIGNIFICANT EVENTS AFTER BALANCE DATE 

a) Recovery Plan 

Since the end of the financial year, the economic entity's activities have been focussed on the 
implementation of the Recovery Plan as set out in Operating and Financial Review above. In 
September 2010 DiamonEx Botswana Limited was released from Judicial Management. 

In October 2010 DiamonEx Limited was released from the Stanbic Bank Guarantee granted as 
security for debts of DiamonEx Botswana Limited. 

(b) Sale of DiamonEx Botswana Limited 

In November 2010, the Company entered into a conditional agreement to sell DBL to Mantle 
Diamonds Limited. Consideration consists of US$3.25 million in cash and the issue of 45,330,913 
shares in Mantle at an issue price of GBP0.10 per share. 

(c) Shareholder Meeting 

A  General Meeting of shareholders of the parent entity is to be held to approve critical aspects of the 
Recovery Plan and restructuring, including: 

 appointment of and ratification of the appointment of certain Directors of the parent entity; 
 issue of up to 223,580,642 shares at $0.02 each to creditors, financiers and Directors to 

convert amounts owed by the Company (excluding the principal owing under the note facility)  
to these parties into equity; 

 issue up to 100,000,000 shares at $0.005 to raise working capital for the company; 
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 issue up to 177,286,637 shares at $0.02 to finalise settlement of their debts; and 
 approval to sell the DiamonEx Botswana Limited to Mantle Diamonds Limited. 

Other than as set out in this report and the attached financial statements no matters or circumstances 
have arisen since 30 June 2009, which significantly affect or may significantly affect the operations of 
the Company, the results of those operations, or the state of affairs of the Company in subsequent 
financial years. 

LIKELY DEVELOPMENTS 

Since balance date, the economic entity's activities have been focussed on the implementation of the 
Recovery Plan, as discussed above. 

ENVIRONMENTAL REGULATION 
The Company’s is not subject to any significant environmental regulation under the law of the 
Commonwealth and a State or Territory. 

Under the terms of the mining licence granted by the Botswana Government in relation to the Lerala 
Mine, DBL is required to operate in accordance with the Government approved Environmental 
Management Program. Following the placing of DBL into Judicial Management, the responsibility for 
complying with the Environmental Management Program has passed to the Judicial Manager.  

SHARE OPTIONS 

At balance date there were unissued ordinary shares of the Company under option as follows: 
 2,000,000 granted to Directors having a grant date of 30 November 2006, expiry date of 30 

November 2011 and an exercise price of $0.35; 
 1,000,433 granted to Fox-Davies Capital Limited having a grant date of 23 October 2007, 

expiry date of 23 October 2010 and an exercise price of $0.31; 
 1,000,000 granted to RFC Corporate Finance Ltd having a grant date of 1 November 2007, 

expiry date of 1 November 2010 and an exercise price of $0.30; and 
 422,850 granted to Fox-Davies Capital Limited having a grant date of 17 January 2008, expiry 

date of 16 January 2011 and an exercise price of $0.37. 
 1,550,000 granted to executive management and staff on 18 April 2008 having an expiry date 

of 18 April 2013 and an exercise price of $0.37. 

No person entitled to exercise these options had or has any right by virtue of the option to participate 
in any share issue of any other body corporate. 

No options have been issued or exercised during the financial year or since year end to the date of this 
report. 

Options on issue at balance date that have expired or lapsed at the date of this report are: 
 1,000,000 granted to Directors on 30 November 2006; 
 1,000,433 granted to Fox-Davies Capital Limited on 23 October 2007; 
 1,000,000 granted to RFC Corporate Finance Ltd on 1 November 2007; 
 1,550,000 granted to executive management and staff on 18 April 2008; and 
 422,850 granted to Fox-Davies Capital Limited on 17 January 2008. 

INDEMNIFICATION OF DIRECTORS AND AUDITORS 

The economic entity has paid insurance premiums to indemnify each of the Directors against liabilities 
for costs and expenses incurred by them in defending any legal proceedings arising out of their 
conduct while acting in the capacity of Director of the Company, other than conduct involving a wilful 
breach of duty in relation to the Company The contracts include a prohibition on disclosure of the 
premium paid and nature of the liabilities covered under the policy.  
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