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DISCLAIMER 

       

 

 

The following presentations are being made only to, and are only directed at, persons 

to whom such presentations may lawfully be communicated (“relevant persons”). Any 

person who is not a relevant person should not act or rely on these presentations or any 

of their contents.    

 Information in the following presentations relating to the price at which relevant 

investments have been bought or sold in the past or the yield on such investments 

cannot be relied upon as a guide to the future performance of such investments. These 

presentations do not constitute an offering of securities or otherwise constitute an 

invitation or inducement to any person to underwrite, subscribe for or otherwise 

acquire securities in any company within the Group. 

 The presentations contain forward-looking statements which are subject to risk and 

uncertainties because they relate to future events. These forward-looking statements 

include, without limitation, statements in relation to the Group’s projected growth 

opportunities. Some of the factors which may cause actual results to differ from these 

forward-looking statements are discussed in certain slides of the presentation and 

others can be found by referring to the information contained under the heading “Key 

Group risk 2011” in “The Business Review” in our Annual Report for the year ended 

2011. The Annual Report can be found on our website (gemdiamonds.com).  

 The presentations also contain certain non-IFRS financial information. The Group’s 

management believes these measures provide valuable additional information in 

understanding the performance of the Group or the Group’s businesses because they 

provide measures used by the Group to assess performance. However, this additional 

information presented is not uniformly defined by all companies, including those in the 

Group’s industry. Accordingly, it may not be comparable with similarly titled measures 

and disclosures by other companies. 

 Additionally, although these measures are important in the management of the business, 

they should not be viewed in isolation or as replacements for or alternatives to,  but 

rather as complementary to, the comparable IFRS measures such as revenue and other 

items reported in the consolidated financial statements. 

 

 

 

Information in this presentation is as at 20 March 2012 
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Full Year 2011 Results Highlights  
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REVENUE 

 US$396 m 
+49% from 2010 

EBITDA 

 US$180 m 
+119% from 2010 
EBITDA margin at 45% 

BASIC EPS (continuing operations) 

 US$0.47 
+213% from 2010 
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Full Year 2011 Highlights  
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CAPEX INCL. FUTURE GROWTH 

 US$396 m 
up +49% from 2010 

Letšeng record carat production up 24% and recovered grade up 35% 

Board approval for US$280 million Letšeng production expansion project 

(Project Kholo) in November 2011 

550 carat Letšeng Star sold in October 2011 into a partnership arrangement for 

US$16.5 million in the rough 

Board approval for US$85 million for Phase I of the Ghaghoo mine development 

project in Botswana given in March 2011;  project underway with 21% capital 

spent in 2011 

Sales and marketing strategy delivering significant margin uplift 
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Group Financial Performance 
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  US$ millions 2011 2010 Increase 

Revenue 395.6 266.4 + 49% 

Royalty and selling costs (32.1) (23.2) 

Cost of Sales (168.4) (147.9) 

Corporate expenses (15.3) (13.3) 

Underlying EBITDA  179.8 82.0  +119% 

Depreciation and Amortisation (30.4) (31.8) 

Non cash and other items 4.5 1.8 

Net finance income 1.8 2.5 

Profit before tax 155.7 54.5 + 186% 

Income tax (52.9) (18.2) 

Profit from continuing operations 102.8 36.3 + 182% 

Profit/(loss) from discontinued operations 3.1 (0.1) 

Profit for the period 105.9 36.2 + 193% 

Attributable profit 67.7 20.2 + 235% 

Basic EPS (continuing operations) (US cents) 47 15 +213% 

Basic EPS  (US cents) 49 15 +226% 
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Group Financial Performance 

  

 

5 

US$ (millions) Letšeng Diamonds Kimberley Diamonds 

2011 2010 2011 2010 

Revenue 300.6 190.3 89.4 77.9 

Royalty and selling costs (24.5) (18.6) (5.6) (4.9) 

Cost of sales (95.4) (81.8) (70.6) (62.6) 

EBITDA 180.7 89.9 13.2 10.4 

EBITDA margin 60.1% 47.2% 14.8% 13.4% 

Attributable profit 89.1 40.4 3.1 4.3 

Exchange rate – Average to US$ Maloti 7.26  Maloti 7.32 A$0.97 A$1.09 

Unit costs (local currency) Maloti  Australian Dollar 

Direct cash costs (before waste) per tonne 
treated 88.84 72.18 19.02 13.78 

Operating costs per tonne treated* 102.15 78.93 21.97 17.01 

Waste cash cost per waste tonne mined 21.13 22.00 4.04 3.11 

* Operating costs excludes royalty and selling costs and depreciation and mine amortisation and includes inventory, waste and ore stockpile adjustments  

SEGMENTAL PERFORMANCE 
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Sales and Marketing  
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(US$ millions) 2011 Achieved 

% revenue extracted of total Letšeng rough revenue (2011 guidance – 12%) 23% 

Diamonds extracted at rough value 68.6 

EBITDA generated 5.4 

Polished gross sales achieved 41.5  

Rough value  (35.3) 

Direct manufacturing costs  (0.8) 

Attributable profit  2.8 

%  Uplift before costs 17% 

%  Uplift after costs (2011 guidance – 10%) 15% 

Additional margin to be generated in 2012 on remaining US$33.3 million extracted (US$31.8 million partnered  and  US$1.5 million own)  

In-house sales and marketing reduced costs from 2.5% to 1.5%  

Own extractions and manufacturing 

Partnership arrangements  
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Group Financial Performance 
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Group Cash and Funding 
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Total Group cash on hand at December 2011- US$159m (US$142m attributable)      

of which US$93 million is in the corporate office  

Working capital facility implemented 

3 year facility - M250m (US$31m) with Standard Lesotho Bank 

Facility available for drawdown as from January 2012 

Additional project funding facility under review  

Indicative term sheets 

c. US$80 – US$100 million 

To be executed during mid 2012 
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Operational Review – Letšeng  
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Operational Review – Letšeng  
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Carat production, 112 367 carats up 24% 

Recovered grade of 1.62cpt, up 35% 

Ramping up waste profile 

Operational efficiencies 

Continued focus on cost management 

Project Kholo expansion approved 

Underground mine pre-feasibility study in the 

Satellite pipe in progress (expected mid 2012) 
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Letšeng –Resource Extension Drilling 
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SR03 MR03 MR04 SR04 

230 metres 

370 metres 

Targeting approximately 100 million tonnes of new resource 
 

Planned drill holes 
Achieved to date 

19 holes (9 175 metres) planned includes 4 deep resource extension holes, 2 holes completed  

230 metres expected to be added below the current Satellite resource 

370 metres expected to be added below the Main pipe resource 
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Operational Review - Ellendale 
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Operational Review - Ellendale 
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Production challenges during 2011 

Modifications to treatment plant effected in 

late 2011 and early 2012, currently showing 

positive results 

New mining contractor in place 

Capital invested (plant and waste mining)  

Continued focus on cost management/unit 

costs increased due to lower throughput 

Small profit generated 

Short life of mine 
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Value Creation – Growth Projects 
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Letšeng Expansion – Project Kholo  
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Letšeng Snapshot  - (100% project value)  March 2012 

   Total Project Kholo capital expenditure  (US$m)  280 

   Revenue available for Cutting & Polishing  up to 50% by 2017 

   Net Cutting & Polishing uplift 10-13% 

   Exchange rate (Rand/US$)  7.80 

   Project Kholo NPV (US$m) 8% discount rate 652 

   Project Kholo IRR  40% 

   Project Kholo Payback - from start of project (2012) 2016 

   Letšeng NPV (US$m) - 8% discount rate 2 549 

Increasing production to 10 million tonnes 

Improving grade through increased liberation 

Reducing diamond damage 

Reducing unit costs 

Increasing value from sales and marketing activities and downstream cutting and polishing  
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Value Creation – Growth Projects 
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Project Kholo – Letšeng Expansion Project 
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Implementation underway, with ramp up to full 

production by July 2014 

Early procurement, detail design and early earth 

works commenced in Q1 2012 

Project manager and owner’s team members 

appointed 

Work in progress to issue new mining contract 

for expanded production 

From 2020, carat production remains in the  

180-200 kct range 
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Ghaghoo Development 
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Ghaghoo Development 
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Capital project of US$85 million  

Phase 1 underway with production planned for H2 2013 

US$19 million spent in 2011 (21% of total Phase 1 capex)/US$45 million planned for 2012 & 

US$21 million for 2013 

Decline advanced 53 metres 

Results from Phase 1 will provide updated valuation metrics and underpin future strategy 

 

 

  

Strategic options: 

U/G - Double up 

U/G - Maximum production 

Open-pit 

 

  

Key metrics: 

Grade 

US$ per carat 

Milling characteristics for 
improved liberation  

Mining conditions 
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20 Sales and Marketing 
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21 Diamond Market  

2011 
Strong H1 2011 but prices weakened in Q3 due to downturn in Eurozone and resulting 
liquidity constraints 
Rough prices stabilised - up 4% from  Q3 correction to end December 2011  
Overall, prices up 17% on 2010 
  

2012 
Rough prices improved in Q1 2012 –Gem Diamonds’ price index up 7% in 2012 (Letšeng 
better quality up 15%) 
Polished prices remain under pressure 
Long term fundamentals for diamond price growth remain strong 

 
Indices – Pre Crash to March 2012 Long Term Supply and Demand 
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Letšeng average price up 29% to  

US$2 776 per carat from 2010 

1 625 cts valued at US$68 million 

extracted from Letšeng tenders for 

cutting and polishing 

Average EBITDA margin uplift of 15% 

(after costs) 
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22 Sales and Marketing  
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Letseng US$ per carat 
(Rough value) 

2009 average 
US$1 534 p/ct 

2010 average 
US$2 149 p/ct 
 

2011 average 
US$2 776 p/ct 
 

Letšeng – Diamond Prices 
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23 Sales and Marketing 
 

Ellendale – Diamond Prices 
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Fancy yellows US$ per carat 
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Commercial goods  US$ per 
carat 
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Kimberley US$ per Carat 

54% increase in average price from run of mine sales in 2011 
 
Fancy yellows - average prices up 53% (2011 – US$4 409 / 2010 - US$2 891)  
 
Commercial goods - average prices up 21% (2011 – US$188 / 2010 - US$155)  
 



 

Deliver projects Kholo & Ghaghoo safely, on time and within budget 

Continue to grow sales and marketing  

Operational optimisation 
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24 Focus on Value Creation   

2012 and beyond 
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Appendix 1 - Guidance for 2012  
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Letšeng 
(Maloti) 

Kimberley 
(AU$) 

Tonnes mined / treated (mt) 6.8 to 7.0 3.5 to 3.8 

Waste tonnes mined (mt) 17.0 to 19.0 3.8 to 4.2 

Carats recovered (k) 112 to 114 160 to 170 

Carats sold (k) 109 to 112 155 to 165 

Total cash costs / tonne treated (pre waste) 105.00 to 115.00 18.50 to 19.50 

Waste cash cost / waste tonne  26.00 to 28.00 4.40 to 4.70 

Operating costs (IFRS) / tonne treated (pre D&A) 130.00 to 140.00 23.00 to 24.50 

Capital – sustaining (US$ m) 8 to 10 5 - 7 

Capital – expansion (US$ m) c.115 - 
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Thank You 
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