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E)___c"éc,ufive Authority. Statement

| am particularly pleased to present to the Parliament of South Africa, as required by the legislation,
this five-year Strategic Plan: 2021/2022 — 2025/2026 (SP) prepared under the leadership of the newly
appointed Board of State Diamond Trader (SDT). | am grateful to the previous Board that steadfastly
steered the organisation through a near impossible environment presented by COVID-19 pandemic

with its attendant economic devastations. The new Board is faced with no less challenges.

The new Board was appointed in terms of the Diamonds Act 56 of 1986 as amended (the Act) which
requires that the Board consists of not more than 15 members drawn from the diamond industry
(producers, beneficiators and jewellers), the Depariment of Mineral Resources and Energy (DMRE),
the South African Police Service, National Treasury, investors or lenders of capital and the Chief
Executive Officers of State Diamond Trader and South African Diamond and Precious Metals and
Diamond Regulator (SAPMDR). In its composition, the Board boasts engineers, lawyers, chartered
accountants, economists, and administrators, and is therefore well poised to deliver on State

Diamond Trader's mandate.

The State Diamond Trader's Plan is informed by the values and founding provisions of the Constitution,
Diamonds Act 56 of 1986 as amended (the Act), the Strategic objectives of the DMR&E, and the
priorities of the Sixth Administration. The strategic Plan will in turn inform the State Diamond Trader's
Annual Performance Plan. Both the Strategic Plan and Annual Performance Plan are aligned to the
MTSF.

Notwithstanding the difficult COVID-19 pandemic environment the whole world faces, which
environment complicates further, an already challenging industry, | am confident that this Board will

deliver on the overall mandate of the institution.

Approved by:
Mr Samson Gwede Mantashe (MP)
Minister of Mineral Resources and Energy

January 2021

Signature
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It is my distinct honour and privilege to lead the Board of a very important State institution, the State
Diamond Trader (SDT) and to present to the Minister of Mineral Resources and Energy, Honourable,
Samson Gwede Mantashe, MP, this Strategic Plan (SP) for the five-year-term, 2021/2022 to 2025/2026.
The current Board was appointed during the third quarter of the financial year 20207202, for a three-
year term, being 1t November, 2020 to 30 October 2023. On behalf of the Board, | thank the Minister
for the confidence he has shown by appointing members of this Board. The Board is grateful to the
previous Board, led by Mr. Mervyn Carstens, for leaving behind a capable workforce and looks
forward to providing leadership to and cooperating with management to meet the institution's goails.

The Board membership is drawn from a diverse group of stakeholders in the diamond industry as
dictated by the Diamonds Act, 56 of 1986 as amended {the Act). In line with Government's goal to
strengthen the governance of State entities, the Minister's choice of the members of the Board
reflects a good mixture of qualifications, experience, age, race and gender. In the appointment of
the Board, the Minister also ensured a good balance between confinuity and freshness. At least
seven (7) members of the Board are from the previous Board.

The State Diamond Trader is a state-owned entity established under Section 14 of the Act. It is
classified as a Schedule 3b entity of the Public Finance Management Act (PFMA). Section 17 (1) of
the Act enjoins the Board to ensure that the functions of State Diamond Trader are performed and
that in so doing the objects of the institution are achieved.

Admittedly, the diamond industry presents a unique and challenging environment even in normal
times. The Board realises that this will be even more so during this fime unusual presented by the
COVID-19 epidemic. The Board is however determined to weather the storm and to fully embrace
the digital opportunities presented by the Fourth Industrial Revolution (4 IR) to meet the institution’s

performance targets.

Ms ‘Maletlatsa Monica Ledingwane

Chairperson: State Diamond Trader (SDT)

January 2021
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Accounting Officer Statement |

The State Diamond Trader was established in 2007 through section 14 of the Diamond Act
56 of 1986 to operate in the diamond industry to support and facilitate growth in the local
diamond industry beneficiation. The following is summaries of issues affecting the State
Diamond Trader:
- The Act provides for the State Diamond Trader to purchase 10% of the
representative sample by value and carats.
- The State Diamond Trader has to purchase from the producers and sell equitably
o0 SMMEs and other clients.
- The entity exists and endeavours to support the local industry in a best possible
way even though it operates on a volatile market.

- The State Diamond Trader operates as commercial and developmental entity.

Operational Peformance

The Diamond Act Regulations provides for the State Diamond Trader's 10% representation
sample of value and carats. The State Diamond Trader makes a lean margin from sales
raging between 3%-5%. At the same time, as a price taker, if a consensus regarding pricing
is not agreed upon with the producer, the State Diamond Trader declines the parcels in
order to manage inventory. This provision operationalises what research shows in terms of
guarded limits to supply as it has direct impact on what the State Diamond Trader can
supply fo the market which does not match the demand. Due to limited reserves, the entity
is unable to make long term financial revenue commitment, hence the increase in financial

revenue and credit facilities are critical for the sustainable existence of this entity:

Purchasing:
Inspection of diamonds from all compliont South African Diamond producing producers for
the purpose of selection and purchasing up t010% of the ROM.
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Production:’

Concerhs with sorting, valuations and pricing of rough diamonds Production assigned a

value to each of the parcels. Preparing diamond sales.

Client Relations:
Relate to State Diamond Trader clients and potential clients maintain records, database,

compliance to legislation and policies, client's development, and public participation.

Sales:
Closely related to client relations but sales process in line with legisiation. The entity employs
the methodology of direct sales to its customers. All sales are done in ine with State

Diamond Trader transformational and commercial imperatives.

Financial Performance

The entity does not receive funding from the fiscus and in 2019/2020 the entity did not have
the revolving credit facility as per prior years, it has been operating on its reserves which are
affected by the unstable market. In 2017/2018, the entity had a net surplus of R7,8 million
while in 2018/2019 the entity made a loss of R3 miillion. In 2019/2020 the situation worsened
and the entity made a loss of R16,5 million. This situation created a sustainability and going
concern for the State Diamond Trader. One of the important issues was the volatile diamond
markets and the risk of depleted financial resources became a real possibility. This strategy

seeks to improve the sustained financial viability of the entity.

Due tfo limited reserves, the entity is unable to make long term financial commitments,
hence the increase in financial revenue and credit facilities are critical for the existence

and future of this entity.

Market Situation

The diamond market was faced with several challenges in the last financial years. The price
of rough diamonds increased whilst the price for polished diamonds decreased, this led to
an imbalance in prices. The South African production levels began to decline at the same
time the introduction of synthetic diamonds is a real threat to the market research for the
State Diamond Trader. During the 2019/2020 financial year there was a huge decline in
diamond industry. Over and above that, there was now an outbreak of COVID-19 which
has international lockdown. The next few months are most important for the survival of the

entity and focusing on new areas for future development.
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- 6ther supporting services of the entity:

- Human Resources

- Legal Services

- Governance and Compliance services
- ICT Services

- Marketing and Communications

A review of the current business model will create a clearer picture. This will create an
intervention including the diversification of operations, such as the trade on polished
diamonds. The pursue of the South African producers who are not compliant with legislation
and as well as facilitating purchasing of rough diamonds from other countries should the

environment permits subject to profitability for both the State Diamond Trader and its clients.

Alternatively, funding streams will be identified, and there will be a focus on selling to both
beneficiation parties and dealers. The State Diamond Trader will explore the possibility of
the Minister reviewing regulations, particularly, around buying and selling in the market and

explore shared services with other entities on beneficiation, research and development.

In Conclusion

A review of the State Diamond Trader business model will create opportunities to increase
revenue streams, creating a more positive picture. Interventions includes the diversification
of operations, such as the trade on polished diamonds. Alternative, funding streams will be
identified and there will be a focus on selling to both beneficiation parties and dealers. The
State Diamond Trader will approach the Minister to explore the possibility of reviewing
regulations particularly buying and selling in the industry. The State Diamond Trader will

explore shared services with other likeminded entities to improve its effectiveness.

Mr SM Mnguni
Chief Executive Officer
State Diamond Trader

Signafure ———
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~ OFFICIAL SIGN-OFF

It is hereby cerlified that this Strategic Plan:

- Was developed by the Management of the State Diamond Trader under the

guidance of the Board.

- Tokes into account all the relevant policies, legislation and other mandate guiding

the entity for which the Department of Mineral Resources and Energy is responsible,

and

- Accurately reflects the impact and outcomes which the State Diamond Trader will
endeavour to achieve over the period of 2021/2022 to 2025/2026

Ms N. Mncwango

Chief Financial Officer

Mr C.C Van Der Ross

Operations Manager

Ms N Sibeko
Company Secretary/LO

Mr S.M Mnguni

Chief Executive Officer

Ms ‘Maletlatsa Monica Ledingwane
Chairperson of the Board
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Approved by:
Mr Samson Gwede Mantashe (MP)
Minister of Mineral Resources and Energy

January 2021
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LIST OF ACRONYMS

ACRONYM MEANING

AG Auditor-General

APP Annual Performance Plan

B-BBS-EEC Broad-Based Black-Economic Empowerment Charter

B-BBEE Broad-based Black-Economic Empowerment

CEO Chief Executive Officer

DMRE Department of Mineral Resources and Energy

EDP Enterprise Development Programme

HDSA Historically Disadvantage South Africans

iDC Industrial Development Corporation

Mol Memorandum of Understanding

MTSF Medium Term Strategic Framework

MQA Mining Qualification Authority

NDP National Development Plan

PFMA Public Finance Management Act

PESTELE Political, Economic, Social, Technology, Environmental, Legal and
Ethical

ROM Run of Mine

R&D Research and Development

SADC Southern African Development Community

SMME Small, Medium and Micro Enterprises

SADPMR South African Diamond and Precious Metals Regulator

SWOT Strength, Weakness, Opportunities and Threats

SDT State Diamond Trader

SA South Africa

SDE State Owned Enterprise

TID Technical, Indicator, Description

WSP Workplace Skills Plan

STRATEGIC PLAN 2021/2022 To 2025/2026 @



PART A: OUR MANDATE

1. About us and Constitutional Mandate
-  Who we are

A State — owned entity established in 2007 in terms of section 14 of the Diamond
Act 56 of 1986 to operate in the diamond indusiry to support and facilitate
growth in local diamond beneficiation.

The SDT is categorized as a schedule 3B entity in terms of the Public Finance
Management ACT 1 of 1999 (PFMA)

- Our Mandate is to:

Buy and sell rough diamonds for local beneficiation

promote equitable access to and beneficiation of the country’s diamond
resources;

Grow SA diamond cutting and polishing industry by increasing HDSA for
beneficiation;

Address distortion created by excluding previously disadvantages groups from
economic participation (transform diamond industry);

Purchase up to 10% of the run of mine from SA producers;

Sell to registered customers through an application and approved process

2. Institutional policies and strategies governing the five -year planning period

21

Mineral Beneficiation

The State Diamond trader is committed to promote diamond local
beneficiation through legislation and its internal policies.

The Diamond Act provides for the State Diamond Trader to support and
facilitate growth in local diamond beneficiation. This will be done through
acquisition of 10% ROM from legitimate diamond producers and sell to its
clients in an equitable way. The Diamond Amendment Act 1986

(Act No 56 of1986) was amended through the Diamond Amendment Act of
2005. These amendments were to increase access 1o rough diamonds for
jewellery manufacturing in South Africa, maintain security of supply of rough
diamond, promote beneficiation in South Africa, thus creating jobs and

increase participation throughout the diamond value chain
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Mining Charter

The Mining Charter of 2018 introduces new targets and measuring criteria
aimed at accelerating the transformation progress of amongst others, the
diamond industry and alignment with certain measures in the Broad Based
Black Economic Empowerment Codes of good practise.

(B-BBEE-Code)

BBBSEEC for South Africa as a Mining Charter are meant to improve

regulatory and policy certainly and subsequently investor perception.
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PART B: STRATEGIC FOCUS

1. Vision

To be a catalyst for transformation and growth of the local diamond
beneficiation industry.

2. Mission
-  Ensure acquisition of and equitable access to rough diamonds, with a

particular focus on Historically Disadvantaged South Africans.

- Promote the growth of the diamond beneficiation industry through relevant
intferventions.

- Establish and maintain a fransformed client base of local diamond beneficiators.

- Forge Local and International partnership that increases competitiveness

3. Values

- Respect for the rights of our Stakeholders and Promotion:of a caring attitude.
- Promotion of diversity and creation of an empowering working environment.
- Commitment to Mandate-its promotion, defense, and execution

- Agility-Anticipation, proactive problem solving and resourcefulness.

- Efficiency-Professionalism and Excellence

- Innovation-Continuous generating new ideas and innovative thinking

- Promotion of ethical behavior, trust and confidence.

4. Situational Analysis
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4.1 External situational Analysis (PESTELE)

Industry lags behind for

competitiveness and
busines processes for
production

(beneficiation)
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- FACTOR  ANALYSIS THREATS OPPORTUNITIES
3 Delays in policy review  Policy inconsistencies = Intense lobbying and
= impacting the delays in  stifle growth stakeholder
0 the amendments to the management
4 Diamonds Act
Inconsistencies
between the two points
above and the speed
at which policy
inconsistencies for a
conducive growth
environment are
receiving attention
Py Lenders of capital have  Barrier to entry To provide strategic
o taken a risk-averse financial support and
z ]
o) stance to funding the management to
= industry ensure  sustainability
0 of the entity.
Rand/dollar  volatility Fluctuating value  of Exploration of a dollar
affecting price volatility inventory which may account
of diamonds and the result in either losses or in
SDT's value of inventory difficulties to liquidate
8 High unemployment Nlegal mining and  Opportunities for
0 community unrest availability of the
> youth 1o be
atfracting to the
industry
ﬁ Inadequate research Available technology Investments in R&D
- o and developments accessible as imports. It is
g strengths costly in purchase price Collaborations with
o and maintenance. R&D institutes
@
-
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.Ccrbon emissions for
fransportation of
diamonds.

Heavy Regulafion of
industry compared to
other diamond centres
80/20 Rule stifles growth
and affects SDT sales of
Run of Mine diamonds
available

Poor perception of
government agencies
in relation to corruption

'Complicnce with the

Kimberley Process
Certification Scheme
Growing demand for
sustainable
development
considerations

Global warming

Lack of growth

Poor inventory
management

Poor perception of the
entity

None Identified

None identified
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None identified

Intense lobbying for
review of the Act and
policy considerations
for a growth enabling
environment

Reputation &
Responsibility
management

N/A

N/A

©



5. Internal situational Analysis (SWOT)

STRENGTHS
(Internal-Thinks the enfity is doing well)

Working within legislation, provide
entity to purchase rough diamonds
from Producers.

Ability  to
together,
Sound relationship between the
board and management.

bring Stakeholders

Low staff turnover {institutional
memory]}.
Technically skilled staff especially
on diamond sourcing and
valuation.
Existing Policies, Standard
operating. procedures and
governance documents and
practices.
Purchases agreement with
producers.

Sound financial discipline.
Sound relationships with clients and
other stakeholders.

OPPORTUNITIES
(External-What is it that the entity wants to
achieve)

To source suitable rough diamonds
from other diomond producing
countries

Opportunity to collaborate with other
entities or stakeholders on issues of
mutual interest like

- Mintek and CSIR on research and
development

- Training and Development
including EDP (MQA, Tertiary
institutions and NYDA etc.)

- Marketing South African diamonds
both locally and internationally
(Proudly SA, Brand SA, Producers,
clients and other State entities)

- Enterprise hub with DMRE,
SADPMR and clients
Management

WEAKNESSES
(Internal-Think the entfity lack, need to improve)

Lack of funding for the entity also
affects:

Inadeqguate human resources

Lack of tools for technical purpose like
Machinery and equipment

Inadequate systems and resources for

technology, research and
development
Inadequate records management

and appropriate storage area

Complex and lengthy decision
making process by the DMRE
Sustanability of the current Business
model

Fully dependent on levels of producer

productions

THREATS
(External-what are other obstacles the entity
might be facing?)

Lack of funding

Delays in amending of the legislation.
Substitution of rough diamonds by
synthetics and/or lab  grown
diamonds.

Covid-19 and closure of markets
Further reduction in production
Pricing

llegal diamond producers

Decline in beneficiation

Global market decline
Non-compliant Producers

Volatile Market conditions



6. ALGNMENT O GOVERNMENT OUTCOMES
- A'li'g";ﬁmen’r to the National Devélopmen’r Plan, Government 7 priorities and the Department of
Mineral Resources and Energy ( DMRE) Objectives.

The National Development Plan (NDP) qims to eliminate poverty and reduce inequality by 2030.
The creation of decent employment by growing an inclusive economy is one of the mechanisms
through which the NDp seeks to achieve its objectives.

The South African government has adopted Seven (7) priorities to drive the NDP within the next
10 years which will focus on tackling poverty, inequadlity and unemployment, economic growth,

and address hunger.

Dulcemea
5

- An eflicient, effactive ang Jevelepmant otiented publi¢ sefvics and
ampowetad, laif and inelusve cllizanship, Brand 54, Praducers cliens
and othe Stale enlitiat}

« Enferprise hub with DMRE, SADPMR and clients

< To host a South Afica Diamond Show




(b) Alignment with the 201 9.'{2024 Medium Term Strategic Framework (MTSF)

The entity aligns itself to the following Government 4 (four) priorities

- A capable, athical and developmental state

- E¢onomic fransformation and job creation

- Education, Skills and Health

- A befter Alica and watld

(c) Alignment to DMRE 2020-2025 Strategic Plan
DMRE Strategic Objectives aligned to by the entity

Strategic - Ingreased investment in the minerals and mining sector
Objectives

Sirategic - Transformed minsrals sector
Objactives
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(d) state Diamond Trader

[[NO outcoMEs

A transformed and inclusive diamond
beneficiation industry that ensures an
increased black ownership and
participation in the sector.

A capable workforce and
developmental industry
A knowledge-based and innovative

organization.

Improved corporate performance,

accountability and transparency.

financially viable and sustainable
entity.

STRATEGIC PLAN 2021/2022 To 2025/2026

OUTCOME INDICATOR
To grow and transform the diamond
industry

Contribute to training and skills
development

Collaborate in promoting research

and innovation for sustainable
development of the diamond
beneficiation industry.

Promote good corporate

governance and improve internal

_processes and procedures.

To provide strategic financial support
and management for the sustainability
of the entity

©
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.. .-i7. Operational Environmént

7.1 Operating Environment

Purchasing rough diamonds locally and from outside countries

The Government of the Republic of South Africa created the State Diamond
Trader as a vehicle to address market failures and the decline in the local
diamond beneficiation sector. The objective of the entity's legislative mandate is
to provide equitable access to the resource thereby promoting local
beneficiation of the country's diamonds. The legislation, inter alia, enables the
State Diamond Trader to purchase up to 10% of the total Run of Mine production
from all local diamond producers in the country as well as to source rough
diamonds from other diamond producing countries to support a sustainable local
diamond beneficiation industry.

7.2 The status of local supply

Challenges confronting beneficiation of the resource locally include, a volatile
exchange rate, erratic supply of the resource and the growing threat of lab grown
diamonds. An analysis of the country’s production in the last few years shows that
only about 15% by carats of diamonds mined in South Africa are preferred by the
State Diamond Trader's clients for local beneficiation. Despite on-going
development of small new diamond projects over the last decade, there's been
no significant diamond mine discoveries in South Africa. The State Diamond Trader
has observed a significant drop in production levels from mainstream producers
and the emergent of COVID-19 in January 2020 has worsen the situation in terms
of production and selling.

Against this background, State Diamond Trader's revised Strategic Plan and
annual performance plan is geared towards addressing the anticipated
challenges with the view to stabilise the industry in the long-term. In addition,
policy certainty in the mining industry including government's commitment to
attract investment will contribute positively to the industry's sustainability.
Accordingly, the State Diamond Trader is strategically positioned to grow the

local diamond Industry.



7._3"qubdl Influence

The State Diamond Trader continues to feel the pressure that the market is
imposing to the diamond industry at large. The COVID-19 pandemic has led to
minimal to no activity in major trading centers and has crippled the rough
markets. August 2020, began on a positive foot, with increased demand for
rough diamonds after promising March fo July 2020 sales. The impact of the
pandemic on the industry and on this Annual Performance Plan cannot be
qguantified at this stage, however; the entity will plan accordingly in term of risk
mitigation and will endeavor to report any alarming threats to the attainment of

targets set herein to the Executive Authority as necessary during the year.

In the meantime. as of March 2020, the entity noted that prices of rough
diamonds at Tenders declined on average by 18% due to the pandemic and
subsequent economic crisis.  In mid-March, the Rapaport price list declined by
10-15% which sent shock waves in the industry resulting in resistance fowards this
decrease. The State Diamond Trader declined to purchase most of the larger
producers’ productions, which in turn, had a depressing impact on its revenue in
the last quarter of the year, however: it continued to exploit the benefits of its
agreements with diamond producers in a hope to strengthen some irading

activities.
Market Intelligence

Global rough diamonds continued to be strong throughout November and
December 2020 a significant short fall were announced particularly in larger and
better-quality goods. The State Diamond Trader continued to experience good
trading during the third quarter of 2020/2021 financial year with the sentiment to

be achieved in the last quarter.

In the meantime, the operational environment is positive however, it is critical to
ensure that the State Diamond Trader maintains its ability and acquire additional

diamonds to pursue its mandate.
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PART C: MEASURING OUR PERFORMANCE

1. Impact Statement

impact Stimulate and forge stronger relationship with all
Statement stakeholders in the diamond space to intensify a
transformed and suitable diamond industry
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3. Measuring our outcomes

Ovtcomes Ovtcome Indicator

PR TCTHE G RCTCE To grow and fransform the

IS OGO BL diamond industry
beneficiation

indusiry that ensures

an increased black

ownership and

participation in the

sector

Baseline

4.1% of diamonds purchased by
valve in 2020/2021

R63,000,000 of diamond sold fo
HDSA in 2020/2021

141,175 corats  supplied in
2020/2021

Five Year Target

Responsible

4.5% quantity of rough diamonds Operations
purchased by value in relation {o

inspected

Increase number of diamonds Operations
sold to HDSA by value to
R 348,114,769

Increased quantity of rough Operations
diamonds supplied to clients by
volume Versus clent's

requirements to 780,081 carats



Outcomes ; Outcome indictor Baseline Five Year Target Responsible

L EREE S GIEEREITEN  Contribute fo training and  WSP Compliance Report Enhanced skills development Administration

development industry skills development

8 employees frained 8 employees trained per annum  Administration

2 employees granted 2 employess granted bursaries  Administration
bursaries per annum

Benchmarking exercise report  Salary and  organisational  Adminisiration
structure benchmarking
exercise conducted

Outcomes Outcome Indicator Five Year Target

Responsible

Increase  the number

COLGEELEESREEEL BRGLER  Collaborate in promofing research 2 producers added per of Operations
innovative organization and innovation for sustaingble annum compliant
development of the diamond

beneficiation industry



Outcomes Ouio me Indicator

Improved (LTI Promote good

corporate

[T I e G T 1ol governance  and  improve

and transparency internal processes ond

procedures.

Baseline

Existing Marketing and

Communications strategy

Existing Corporate

Governance Manual

Existing delegation register

PFMA compliance checklist
submitted

Existing Fraud and Prevention

Policy and Plan

Flve Year Target
Annually review of the
integrated Marketing and
Communication Strategy

A reviewed Corporate

Governance Manual

Strengthened intemal
controls and accountability
trough

avthority
Compliance with the PFMA

compliance checklist

delegation of

Annual review of Fraud and

Prevention Policy and Plan

Responsible

Operations

Governance

Governance

Governance

Governance




Outcomes Outcome Indicator Baseline Five Year Target Responsible

PR CLEERNEIERCIECR To  provide  strategic  New Measure To obtain credit facility or grant funding  Administration
sustainable entity. financial support and with favourable terms.

PR L EE RN IER UL management to ensure

. Audit Report Annual monitoing and improve Administration
sustainable entity. sustainability of the

o financial discipline and effective
entity.

management of rescurces
Existing 3year risk based Percentage implementation of Risk Administration
internal audit management Plan
management report

Existing ICT Strategy Annual Review ICT Strategy Administration
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SHAREHOLDER PERFORMANCE AGREEMENT
(SHAREHOLDER COMPACT)

Entered into by and between
STATE DIAMOND TRADER
(SDT) HEREIN REPRESENTED BY

MS MM LEDINGWANE

(in his capacity as the Accounting

Officer) And

THE GOVERNMENT OF THE REPUBLIC OF SOUTH AFRICA

HEREIN REPRESENTED BY

THE MINISTER OF MINERAL RESOURCES AND ENERGY
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SHAREHOLDER PERFORMANCE AGREEMENT

(“SHAREHOLDER COMPACT”)

1.1

1.2

1.3

AGREED PRINCIPLES

INTRODUCTION

In terms of regulation 29 of the Treasury Regulations issued in terms of the Public
Finance Management Act No 1 of 1999, as amended by Act 29 of 1999 (“PFMA"),
the accounting authority for a public enfity listed in Schedule 3B, must, in
consultation with its executive authority, annually conclude a Shareholder

Compact,

The State Diamond Trader (SDT) is an entity established in terms of section 14 of the
Diamonds Act 56 of 1986 as Amended (‘the Act) and is classified as a national

government business in ferms of Schedule 3B of PFMA.

The Shareholder Compact documents the mandated key performance measures
and indicators to be attained by the SDT as agreed between the accounting

authority the executive authority.
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2.1

2.2

2.3

24

25

2.6

2.7

2.8

INTERPRETATION

In this Shareholder Compact, unless otherwise indicated or contrary to the context,
the words and phrases set out below shall have the meanings ascribed to them as
follows:

‘accounting authority’ means the Board State Diamond Trader.
‘Diamonds Act’ means The Diamonds Act 56 of 1986 as amended.
“Executive Authority” means the Minister of Mineral Resources and Energy
‘SDT" means State Diamond Trader

‘SOE' means State Owned Enterprise.

‘Party’ means either the Executive Authority or the Accounting Authority and
parties means both.

‘Shareholder Compact' means this agreement together with all appendices
attached hereto;
‘PFMA’ means the Public Finance Management Act No 1 of 1999 read with

Treasury Regulations;



AGREED PRINCIPLES

3.1

3.2

NATURE OF THE SHAREHOLDER COMPACT

The Shareholder Compact is designed solely to regulate the relationship between
the Accounting Authority and the Executive Authority,

This Agreement is not intended to Interfere in any way with the principles of
corporate governance, law principles; and the normal relationship between the

executive authority and the accounting authority.

3.3. It is hereby recorded that the agreed principles, although subject to review annually,

4.1

5.1

6.1

sets out principles that are applicable beyond a period of one year. In the event
that they are amended, the parties shall take into account the strategic plan and

actions already commenced on the basis of such principles.

PERIOD

This Shareholder Compact is effective for the period 1 April 2021 to 31 March 2022.

MANDATE OF SDT

The mandate of SDT is set out in the Diamonds Act 19864, as amended.

BUDGET AND CORPORATE PLAN

In accordance with Section 52 (a) and {b) of the PFMA, the Accounting Authority

shall submit to the Executive Authority at least one month before the start of the

Financial year —

6.1.1 A projection of revenue, expenditure and borrowings for that financial year
in the prescribed format; and

6.1.2 A corporate plan in the prescribed format covering the affairs of the State

Diamond Trader for the following five (5) years.



-

6.2 The SDT undertakes to ensure that it's Corporate Plan and its goals and objectives

are aligned with the strategic direction and intent of the Executive Authority.

6.3 The Annual Performance Plan as set out in “Annexure 1" hereto shall be the

measure for monitoring of performance by the Executive Authority.

7. OBJECTIVES FOR THE YEAR 2021- 2022 - KEY PERFORMANCE TARGETS

7.1 In pursuance of the State Diamond Trader’s corporate plan and strategies, the

SDT's key objectives for a year must be agreed upon on an annual basis.

7.2  The parties agree to renegotiate the key performance indicators and targets if
they are not achievable and/or are unlikely to be achieved as set out in the
Annual Performance Plan and/or there is a reasonable likelihood that they would

not be achieved.

7.3 The State Diamond Trader's performance shall be evaluated against the
achievements of its performance targets on a quarterly basis through
performance reports submitted to the Executive Authority and through the

audited and approved financial results become available.



8.1

8.2

8.3

9.1

GOVERNANCE

This Agreement is based on the PFMA and Treasury Regulations, the Protocol for
Corporate Governance in the Public Sector (2007), and the Corporate
Governance prescripts in South Africa. The SDT subscribes to the principles of good
corporate governance and reassess its systems of governance on an ongoing

basis.

The Accounting Authority undertakes to maintain an effective system of

governance and the highest standards of ethics.

The Accounting Authority shall adhere to and encourage good governance

practices and the highest ethical behaviour.

ROLE AND RESPONSIBILITIES OF THE ACCOUNTING AUTHORITY

The Accounting Authority is mandated to control, supervise, manage and run the
business in accordance with the SDT mandate in terms of the Act, the PFMA, the
strategic intent, corporate plan and corporate governance principles. The
accounting authority shall exercise fiduciary duties and skill at all times to pursue

the objectives and targets as set out in the Corporate Plan,

9.2 The Accounting Authority -

9.2.1 commits itself to the achievement of the vision, mission, objectives, and the

strategic intent of the State Diomond Trader and to always act in the best

interests of SDT;

9.2.2 accepits its responsibility to direct and guide the business in a proper manner in

keeping with good governance practices, the PFMA, the Diamonds Act, this

Shareholder Compact, and

9.2.3 recognizes the importance of speedy decision-making, and shall use its best



endeavours to prevent undue delays with regards to critical decisions;

9.2.4 Undertakes to deliver on the targets agreed to in this Agreement.

10.

10.1

10.2

10.3

1.

UNDERTAKINGS BY THE SHAREHOLDER

The Executive Authority undertakes, for the duration of this Agreement:

Not to introduce new or additional requirements during the validity of this
Agreement other than through a process of consultation with accounting
authority. Reasonable notice shall be given in writing before the introduction of
any new or additional requirements. In addition, the parties shalll, in such an event,
amend the key performance indicators and targets, faiing which, no new

requirements or targets may be infroduced,;

not to impede or in any way restrict the discretion of the Board regarding matters

falling within its authority, as provided for in this Agreement;

Not to delay critical decisions; Undertakes to deliver on the targets agreed to in this
Agreement.

UNDERTAKINGS BY THE SHAREHOLDER

The Executive Authority undertakes, for the duration of this Agreement:

111

11.3

Not to introduce new or additional requirements during the validity of this
Agreement other than through a process of consultation with accounting
authority. Reasonable notice shall be given in writing before the introduction of
any new or additional requirements. In addition, the parties shalll, in such an event,
amend the key performance indicators and targefs, failing which, no new

requirements or targets may be introduced;

Undertakes to deliver on the targets agreed to in this Agreement.

not to impede or in any way restrict the discretion of the Board regarding matters

faling within its authority, as provided for in this Agreement;



11.4 Not to delay critical decisions;

11.5 Not fo delay the proper constitution of the Board and to fill vacancies that may
arise promptly from time to time.

11.6  Not to cause the Accounting Authority or any of its individual members to perform
any actions that may result in a breach any legal duty;

11.7 Tosupport and to give guidance to the Accounting Authority where necessary.

11.8 to provide financial support to the State Diamond Trader more particularly where
this is required for the achievement of the targets agreed to in this Agreement;

11.9 To facilitate and support the initiatives of the State Diamond Trader in pursuance
of funding for the purposes of achieving the objectives of this Agreement and the
mandate of the State Diamond Trader in general.

11.10 To support initiatives of the Accounting as necessary from time to time.
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12.

12.1

12.2

13.

OBLIGATION OF THE ACCOUNTING AUTHORITY TO ACCOUNT

The Accounting Authority has an obligation to account in detail to the Executive
Authority on the SDT's performance, viability and impact of the State Diomond

Trader on the market on a quarterly and annual basis.

The Accounting Authority shall notify the Executive Authority of urgent material
events in which the SDT is involved.

NOTICES AND DOMICILIA

For the purpose of this agreement the parties’ respective addresses shall be:

13.1

13.2

Executive Authority at:

The Ministry of Mineral Resources
and Energy, Trevenna Campus,
Pretoria

For attention: Chief of Staff, Ministry of Minerai Resources and Energy

225 Main Street, Johannesburg, 2001
Tel: +27 11 334 2691 Fax: +27 11 334 1540

Email: nobuhles@statediamondirader.gov.za

For attention: The Chairperson: SDT



14.© VARIATION

No addition to or variation, consensual cancellation or novation of this agreement and
waiver of any right arising from this Agreement or its breach or termination shall be of any
force or effect unless reduces to writing and signed by both the parties or their duly

authorized representatives.

15.  KEY PERFORMANCE MEASURES AND INDICATORS

The key performance measures and indicators as contemplated are detailed in the
Annual Performance Plan. tt is hereby recorded that these shall be submitted to the
Shareholder at least one month before 1 April 2021.



STATE DIAMOND TRADER

Annual Performance Plan for

2021/2022



Acﬁéuﬁﬁng Authority'Statement

It is my distinct honour on'd privilege on behalf of the Board of State Diamond Trader to present
to the Minister of Mineral Resources and Energy, Honourable, Samson Gwede Mantashe, MP,
this Annual Performance Plan (APP)for 2021/2022. The current Board was appointed during
the third quarter of the financial year 2020/202, for a three-year term, being 1November, 2020
to 30 October 2023. On behalf of the Board, | thank the Minister for the confidence he has
shown by appointing members of this Board. The Board will continue to buid on the

foundations laid by its predecessor.

The Board membership is drawn from a diverse group of stakeholders in the diamond industry
as dictated by the Diamonds Act 56 of 1986 (the Act). In line with Government’s goal to
strengthen the governance of State entities, the Minister's choice of the Board members

reflects a balance of continuity, qualifications, experience, age, race and gender.

The State Diamond Trader is a state-owned entity established under Section 14 of the Act. It
is classified as a Schedule 3b entity of the Public Finance Management Act (PFMA). Section
17 (1) of the Act enjoins the Board to ensure that the functions of State Diamond Trader are
performed and that in so doing the objects of the institution are achieved. During 2021/22 the
Board focus will be on capacitating and ensuring stability through COVID-19 pandemic and

the planned office relocation.

Admittedly, the diamond industry presenis a unique and challenging environment even in
normal times. The Board realises that this is even more true during this time unusual presented
by the COVID-19 epidemic. The Board is however determined to weather the storm and to
fully embrace the digital opportunities presented by the Fourth Industrial Revolution (4 IR) to
meet the institution’s performance targets, starting with this APP for 2021/2022.

Ms Maletlatsa Monica Ledingwane
Chairperson of the Board (State Diamond Trader)

January 2021



-Ac":c"ounﬁng Officer Statement

The Annual Performance Plan depicts the specific activities for the 2021/2022 financial year
which the State Diamond Trader respond to the Strategic Plan {long term plan) as described
in Part C (point section 3) above. The annual Plan is realized through the internal structures
and operations as interventions to responding o the entity's sirategic plan.

The following issues on the entire Annual Performance Plan should be read together with the
strategic plan as indicated above.

Operations

The core function of the State Diamond Trader is around the buying and selling of rough
diamonds from the producers. Normally there are 10 inspections done for each producer per
financial year, the entity then evaluates and make decision on how to procure based on the
needs of the licensed clients and it is also defermined by the price agreement with the
producer. For the 2021/2022 financial year, the entity is expecting to increase the percentage
from 2% rough diamonds sold to 4,5% of the inspected rough diamond. This should increase
the carats purchased to over 148. This will also increase the allocation to HDSA to over Ré5
Million Rands.

Human Resource
As part of the key strategic area for the State Diamond Trader, it is important to ensure that
the entity build, motivate and increase performance of staff. This will also be done through

training and development which will assist in the succession plan.

FINANCIAL

The supporting area for the entity which ensures that all the finances are being properly
managed. It is also important that the growth as indicated above is maintained with proper
administrative systems. The Budget for Revenue is R722 million for 2021/22 financial year and

gross margin are budgeted at 3.5%. The operational expenditure will increase by an average
of 4%.



Marketing and Communication
Plays a crucial role in ensuring that the business of State Diamond Trager is visible to public
through different Ccommunication channels.

In conclusion

The Annual Performance Plan is geared Up to ensure that the entity’s five-year strategic
objectives are achieved.

Mr SM Mnguni
Chief Executive Officer
State Diamong Trader




OFFICIAL SIGN-OFF

It is hereby certified that this Strategic Plan:

- This Annual Performance Plan was developed by the Management of the State
Diamond Trader under the guidance of the Board

- Takes into account all the relevant policies, legislation and other mandate guiding the
entity for which the Department of Mineral Resources and Energy is responsible, and

- Accurately reflects the impact and outcomes which the State Diamond Trader will
endeavour to achieve over the period of 2021/2022 to 2025/2026

Ms N. Mncwango .
Chief Financial Officer [,@A&x—' .

Mr C.C Van Der Ross

Operations Manager

Ms N Sibeko g _
Company Secretary/LO / ;!' )

Mr §.M Mnguni M
Chief Executive Officer ;

Ms MM Ledingwane

Chairperson of the Board

Approved by:

Mr Samson Gwede Mantashe (MP)
Minister of Mineral Resources and Energy
January 2021

Signature
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Annexure 1: Annual Performance Plan (2021/2022)

OUTCOME
INDICATOR

BASELINE

QUARTERLY TARGETS

ANNUAL TARGET

Purchased 4.5%

R65,000,000 sold
to HDSA

148,234
supplied

1.
and
diamond
beneficiation
industry that
ensures an
increased  black
ownership and
participation in
the sector.

A transformed
inclusive

2% as
202042021

R63,000,000 as
at 2020/2021

141,175 carats
as at 202072021

To grow and
transform the
diamond industry

carats

2. A capable
workforce and
developmental
industry

Confribute
fraining and
development

to | wsp compliance | WSp
skills | report submitted Compliance
to SETA Report

Training  of @8
employees

8  employees
trained

2 employees
granted
bursaries

2 producers | New Mmeasure
added

2 employees

3A
based
innovative
organization.

Collaborate in
promoting and
Investing in research
and  Innovation  for
sustainable

development of the
diamond

beneficiation industry.

knowledge-
and

Q1

Purchased
4.5%

Purchased
4.5%

R10,000,000
sold to HDSA

20,000 carats

Purchased
4.5%

R30,000,000
sold to HDSA

60,000 carats

R15,000,000
sold to HDSA

Submission  of
the WspP
compiliance
report
Finalising
WSP plan

50,000 carats
Applied
terms

Advise staff
training

Acquisition of | 4

service

Foviders
-
1 producer

added

the

in | Applied
of | program

Purchased 4.5%

R10,000,000 sold to HDSA

18,234 carats

in  terms

of training

1 producer added




OUTCOME ANNUAL TARGET | BASELINE QUARTERLY TARGETS
INDICATOR
Q1 Q2 Q3 Q4
4. Improved | Promote good | Benchmarking Benchmarking | Te finalise Bid | Advertised Benchmarking | Make provision for future budget
corporate corporative exercise exercise report | Specification and make | exercise report
performance, governance  and | conducted recommend | submitted for
accountability improve internal ations approval
and transparency. | processes and | Review of the | Existing To review the | Approved Training local | Implement some aspects of the
procedures. integrated Marketing and | marketing and | Review of the | stakeholders strategy
marketing and | Communicatio | communicatio | marketing on the strategy
communications | ns Strategy ns strategy and
strategy communicati
ons strategy
To revise the | Existing Submit to | Approved Awareness Implementation
Corporate Corporate Manco for | Corporate Information
Governance Governance recommendati | Governance | and
Manual Manual ons to Board Manval Implementatio
n
To revise and | Existing Identify Submit to | Revised Implementation of the new
strengthen  the | delegation weakness  in | Manco  for | delegation document and training of Staff.
delegation register internal recommend | register.
register controls ation to the
Board
To submit 4| PFMA PFMA PFMA PFMA PFMA compliance checklist
Quarterly  PFMA | compliance compliance compliance | compliance submitted
checklist o Audit | checklist checklist checklist checklist
and Risk | submitted submitted submitted submitted
Committee
To review the | Existing Fraud | Reviewing of | Submit to | Submit to | Training of staff and publish it on
Fraud and | and Prevention | the Fraud and | Manco  for | Board for | the entity’s website
Prevention Policy | Policy and Plan | Prevention adoption approval
and Plan Policy and Plan
5.A financially | To provide strategic | Access to credit | New measure | Approved Application Approved -
viable and | financial support | facility business case for credit | Credit facility
sustainable entity. | and management facility
fo ensure | Unqualified Audit Report Address Audit | Address Audit | Address  Audit | Unqualified Audit opinion
Audit opinion findings and | findings and | findinas _ and | {Clean oudit]




OUTCOME

OUTCOME
INDICATOR

sustainability of the
entity.

ANNUAL TARGET | BASELINE QUARTERLY TARGETS
(el @3 Q4
(Clean Audit) ensure ensure ensure
compliance compliance | compliance
with laws and | with lows and | with laws and
regulations reaulations regulations
100% Existing 3-year | 10% 0% 0% 40%
Implementation | risk based
of an annual risk | internal  qudit
based on | management
internal audit
management
plan
Approved  ICT | Existing ICT | To review the | Submit the | Approved ICT | Training of staff members
Strategy Strategy ICT Strategy reviewed ICT | Strategy by the

Strategy o
Mancoe  for
adoption

Board




PART E:
Technical Indicator
Description




TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator title | Percentage of the quantity of rough diamonds purchased by value in relation to inspected

“Short definifion State Diomond Trader can purchase up to 10% of the rough diamonds it inspects from compliant producers. The indicator refers
to the percentage of the value purchased by State Diamond Trader in relation to the value inspecied in US dollars.

et TR Ha il eiel  The 100% production offered by the producer to the State Diamond Trader and the Government Diamond Valuator's Verification
letter. These are then populated within the Purchase Log.

CEEREIRECICUCHELRETE The method calculation will be the percentage of what was purchased in relation to what was inspected. Calculations using the
assessment US Dollar value

Assumptions The make-up of the diamonds inspected is what clients demand and that there is always an agreement regarding price and that
market conditions remains favourable

Disaggregation of UL

beneficiaries {where

applicable)

Reporing Cycle Annually

Desired performance State Diamond Trader would have purchased 4.5% by value of rough diamonds inspected

indicator Responsibility Operations Manager



TECHNICAL INDICATOR DESCRIFTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator title increase of diamonds sold to HDSA by value
To increase the amount of diamonds sold to HDSA clients by value. HDSA clients cre companies that are 100% black owned.

e e e el Exisfing Financial Sysfem

e e e euled Sales revenue to HDSA in 2020 /2021 ~ Sales revenue fo HDSA in 2021/2022 / Sales to HDSA in 2020/2021as a percentage. Which
assessment will either indicate an increase or decrease in Sales to HDSA

Disaggregation [ifl HDSA clients

g made & thaf 1HE Market will BE volatie

beneficiaries {where
applicable)

Reporting Cycle Annually

Desired performance R65,000,000 sold tc HDSA

Indicator Responsibility Operafions Manager



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

| Indicator title ; Increased amount of rough diamonds supplied to clients versus client's requirement
i
Short definition ' Increase the quantity of rough diamonds supplied te clients versus client's demand by carats-volume.

Source/ collection of data ! Existing Financial System
. Baseline for client’s requirement 2020/2021
J

LE LRGSO TS Carats/volume of rough diomonds supplied fo clients divided by the baseline of carats set in the client’s demand as a percentage.
assessment Which will either reflect increase or decrease in carats supplied

Assumptions : {‘ Market will be volatile and there con be changes to clients’ demand.

Disaggregation of i Compliant SDT clients
beneficlaries {where
applicable)

Reporting Cycle ; Quarterly

Desired performance Clients supplied with 148,234 carats



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator title Increase fhe number of compliant producers

Short definition To increase the number of compliant producers within the borders of South Africa that will enable the Siate Diamond Trader to
access more rough diamonds

L Rkl The SSufh Affican Diamond and Precious Mefdls Regulator and Déparfment of Mineral Resources and Energy and Markef

Injeligence.

NE LGRS ETNGHL IR Monthly and Quarterly reports of the Purchasing department
assessment

“ Al d&itd s acéessible and thaf producers are submitfing afid éomplying With diil mining regulations

Disaggregation 8 Producers
beneficlaries {where
applicable)

Repoiting Cycle Guarterly

Desired performance Twe compliant producers added

Indicator Responsibility Operations Manager



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator title “ Enhanced skilis development

Short definition Means submitted Work Skills Plan/Annual Training Report to the Mining Qualification Authority by 31 April 2021

Source/ collection of data | Submitted Work Skills Plan/Annuat Training Report

W CIGEL RERECINEHELECE One (1) Work Skill Plan/Annual/Training Report
assessment
“ Onfine submission to MQA was done without emor's and submission confirmation lefter received

Disaggregation 8 Approved SDT Employees
beneficiarles (where
applicable)

TN RS SEE Financial year end - 31 March 2022

Desired performance .Submiﬁed Work Skill Plan/Annual/Training Report

[EEETE S RTIT HR Manager
i
1



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

- Indicator title Number of Employees trained in ne with WSP

Report

B e Ll Afferdance fegisters ahd cerlificates
[ R R Ol d Number ~ eighf (8} employees trained during the 2021 ~ 2022 financial year
assessment

“ Firangidistaius SFths Sntity alidws Spending on skils devaispment

Disaggregation Il & State Diamond Trader employees
beneficiaries (where
applicable)

Reporting Cycle Fihancial yedr end - 31 March 2022
Desired performance Eight {8) employees trained by 31 March 2022
Indicator Responsibility HR Mdnager

Short definition Means a nhumber of frained employees during 2021 - 2022 financial year as per the submitted Work Skills Pian/Annual Training



TECHNICAL INDICATOR DESCRIPHION
FOR PERFORMANCE INDICATORS: 2021/2022

{ Indicator tile ' Number of Employees granted bursaries

Short definition Means a number of employees granted bursaries during the 2021 —2022 ﬁnancl'a'l'year

Source/ collection of data Bursary contracts signed by the entity and employees awarded bursaries

L RV EHEL G Number — Two (2) employees awarded bursaries
assessment

Assumptions Financial status of the entity allows spending on bursaries and applicants mel all the requirements of the Bursary Policy

[ Disaggregation of .Sfcne Diamond Trader approved employees
beneficlaries {where
applicable)

Reporting Cycle Financial year end - 31 March 2022

Desired performance Two (2} employees awarded bursaries by 31 March 2022

Indicator Responsibiltty HR Manager



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022
Bl Indicator title Saiary and organisafional siuciure Benchmarking exercle conducted

Short definition Means an SDT salary and organisational shucture benchmarking exercise was conducted by an external service provider who
shall produce a report with the Paterson Job Grading salary structure with relevant salary bands linked to the SDT
structure/organogram. The report shall be approved by the Board during the 2021 ~ 2022 financial year

e ECl Board approved Benchmarking Exercise Report
[NEGEL RN LS One (1) Board approved Benchmarking Exercise Report
assessment

funds are available fo procure the services 3f the éxfemal pravider who will conduct the exercise, produde jhe répoit fo Be
approved by the Board and implemented

Disaggregation [l None
beneficlarles {where
applicable)

Reporting Cycle Financial year end - 31 Maich 2022

Desired performance Approved five salaries and SDT structure Benchmarking Exercise Report

Indicator Responsibility HR Manager



TECHNICAL INDICATOR DESCRIFTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator title

Short definition
and is.up to date

Source/ collection of data JiIIeR¥ TN 1]

Method of calculation or JREVKIN lel{el)B07¥]
assessment

Assumptions ' The assumption is that the Executive Authority wilk appoint a Board by 1 April 2020 to restore stability in the enfity and enable the
review and approval process
Disaggregation [l MN/A

beneficiaries {where
applicable)

Reporting Cycle ' Once Annually by 31 March 2022

Desired performance A revised and Board approved Corporate Governance Manual

Indicator Respo ity Company Secretary/Legal Officer



TECHNI!{ INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator title Strengthened internal controls and accountability through delegation of authority

Short definition The State Diamond Trader requires < review and comprehensive set of delegated powers of authority

Source/ collection of data et IGIINES

Method of calculation or JRE<INYIe Wit7r)
assessment

Disaggregation of
beneficiaries {where
applicable)

Reporting Cycle Annudly by 31 Mafch 2052
Desired performance Reviewed and Board approved Delegated Powers of Authority

Indicator Responsibility Company Secretary/tegal Officer



TECHNICAL INDICATOR DESCRIFTION
FOR PERFORMANCE INDICATORS: 2021/2020

Indicator fitle A reviewed infegrated marketing and communications strategy

definition The State Diamond Trader must review the integrated Marketing and Communications Strategy to ensure that it is aligned with
best practice and is up o date with frends within the marketing field.

el Ceileliflsite ojisl  Approved integrated Marketing and Communications strategy by the Board

d
R NeileleisjesiWsI8 Approved integrated Revised Marketing and Communications strategy
assessment

‘; Revised Marketing and Communications sirategy 1o improve awareness of the mandate of the entity

Disaggregation SR N/A
beneficiaries [where
applicable)

Reporting Cycle Annualiy
Desired performance Revised integrated Marketing and Communications strategy

Indicator Responsibility Marketing Officer



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator fitle Compliance with National and infemational regulatory framework and applicnce standards
Short definition The State Diamond Trader needs to review its Fraud Policy to sirengthen infemal controls
Source/ collection of data e AU

Method of calculation or ERRSECIRYII(e B4 £3
assessment

Assumptions he GssUmplion i§ ThaT The Exécufive Authorily will appoint a Board by 1 ApHi 2020 fo testore stabiiify in the Enfity dhd enable fhe

Disaggregation [il N/A
beneficiaries {where

applicable}
Reporting Cycle Anriocly by 31 Morch' 2022

A revised and approved Fraud Policy

Indicaior Responsibility Company Secretary/legal Officer



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 202 1/2022

Indicator title j 100% implementation of Risk management plan

Short definition Implementation of Risk Mitigating planned activities in the approved Risk Register

Source/ collection of datg ' Risk Register Reports

Method of Calculation or MRy Register
assessment

A Risk Register wiil be approved by 1 April 2021

|
Disaggregation (Sl N/A
beneficiaries {where
applicable)

Reporting Cycle | Quatterly :

Desired performance 100% implementation

Indicator Responsibility ' Company Secrefqry/Legal Officer
|



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

indicator fitle ' Compliance with the PFMA compliance checklst
Short defi n To implement the PFMA compliance

Source/ collec | PFMA Compiiance chedklist

Ve e Ree [etelie kel PFMA compliance submitted fo Audit and Risk Committee for noting
assessment

Assumptions All AudTt and Risk Commitfee meefings will be held quarferly

Disaggregation (Sl N/A
beneficiaries {where
applicable)

Reporting Cycle Quaiferly

Desired performance 4 PFMA compliance checkiisi registers submitted

Indicator Responsibility Compdny Secréfary/iegal Gificer



TECHNICAL IDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 202] /2022

Indicator fitle ‘TT'o obtain crediit facility with favourable ferms,

i

;

;

Short definition Entity to have access to credit facility to purchase rough diamonds.

Access to credit facility will ensure financial sustainability of the entfity.
Source/ collection of data Annual Financial Statements

1

Method of calculation or AnnuolFinonciqlsfafemenis
assessment

Assumption The enfity will meet qjj the requirements io quaiify for the credit faciflity

Disaggregation of MY7Y
beneficiaries (where
applicable

Reporting Cycle

i Financial vear eng - 31 March 2022

i

Deslred performance Access to credit facility

Indicator Responsibility | Chiet financial Officer



TECHNICAL INDICATOR DESCRIPTION
FOR PERFORMANCE INDICATORS: 2021/2022

Indicator thle Unqualified Audit opinion
|Clean Audit)

Short definition The entity will not have material findings in the management report

“Source/ collection of data Audited Anntial Findncial Stdfements
Method of calculation or NIl
assessment

Assumptions Complianceé with IGws and reguiations

Disaggregation If N/A

beneficiarles (where

applicable! i = = ot
Reporting Cycle financial year éhd - 31 March 2022

Desired performance Unquadlified Audit opinion {Clean audit)



TECHNICAL INDICATOR DESCRIFTION
FOR PERFORMANCE INDICATORS: 202172022

Indicator title Review ICT Strategy

Short definition To improve the ICT Strategy to assist the organisation to work efficiently.

Source/ collection of data Strategic plan
Method of calculation or |} N/A
assessment

m -

aggregati of BTN
beneficiaries {where
a ble;

Reporting Cycle ' Financial year end - 31 March 2022
g
Desired performance i Approved ICT Strategy

Indicator Responsibility Chief Financial Officer



PART F:
Budget Allocation




Sl : _ STATE DIAMOND TRADER FIVE YEAR BUDGET

SUMMARY OF STATEMENT OF COMPREHENSIVE INCOME

2021/22 2022123 2023/24 2024/25 2025/26
Sales 722 844 000 737 748 000 753 500 128 768 570 128 784 697 508
Less Cost of Sales 699 000 000 713 430 000 727 276 860 741 842 239 766 699 928
Gross Profit 23 844 000 24 318 000 26 223 268 26 727 889 27 997 580
Less Operating costs 23 088 735 24613 956 25 826 354 27 099 371 28 436 040
Salaries 14 938 465 16 491 173 17 297 431 18 144 003 19 032 903
Leases 1077 360 1131228 1187789 1247179 1309 538
Computer and other T 780 000 819 000 859 950 902 948 948 085
Travel 600 000 720 000 756 000 793 800 833 490
General Expenses 3 676 966 3335814 3 502 605 3677 735 3861622
Professional Fees 2015944 2116 741 2222578 2333707 2450 392
EBIT 755 265 (295 956) 396 915 (371 483) (438 460)
Finance income 720 000 834578 842 862 853 786 8569 8§73
Finance Expense (850 000} (262 500) (875 625) (289 406) (303 877)
(Net Loss)/Net Profit 625 265 276 122 364 151 192 897 117 237




DIAMOND PURCHASES AND SALES OF THE STATE DIAMOND TRADER

FY2021/2022  |FY2022/23 FY2023/2024  |FY2024/2025 FY2025/2026

Value of Diamonds Inspected from Producers {(USD) 970 000 000 989 400 000 | 1 009 188 000 1029 371760 1 049 959 195
Value of Diamonds Purchased in USD 43 650 000 44 550 000 45 413 460 46 321729 47 248 164
% of Annual Production Purchased 4,5% 4,5% 4,5% 4,5% 4,5%
Forecast Exchange Rate

Value of Diamonds Purchased in ZAR 698 400 000 712 BOO 000 726 615 360 741 147 664 755 970 624
Average Rand/USD Rate 16,00 16,00 16,00 16,00 16,00
Sales in ZAR 722 844 000 737 748 000 753 500 128 768 570 128 784 697 508
Cost of Diamonds Sold 698 400 000 712 800 000 726 615 360 741 147 664 755 970 624




ANNUAL OVERHEADS OF THE STATE DIAMOND TRADER FOR 5 YEAR PERIOD

FY 2021/22 FY 2022/23 FY 2023/24 FY 2024/25 FY 2025/26
Compensation of employees
Salaries 14 938 465 16 491 173 17 297 431 18 144 003 18 032 903
Leasas
Office Rent 1077 360 1131228 1187 789 1247179 1309 538
Sub-total - Lease Exp 1077 360 1131228 1187 789 1247179 1309538
Other Expenses
General Office Expenses L 597 713 €27 598 658 978 691927 726 523
Ralocation costs o 500 000 - - - -
Water and efectricity 240 000 252 000 264 600 277 830 201 722
Communication: Telephone 80 000 84 000 88 200 92 610 97241
Security Services 476 909 500 754 525 792 552 081 579 685
Diamond Insurance expense (inventory) 180 000 189 000 198 450 208 373 218 791
Insurance expense 60 072 63076 66 230 69 541 73018
Training and Development 150 000 157 500 165 375 173 644 182 326
Bursaries 100 000 105 000 110 250 115 763 121 551
Consulting Fees 100 000 105 000 110 250 115 763 121 651 |
Marketing & Advertising expenses 272 000 285 600 299 880 314874 330618
Conferences, mestings and exhibitions 240 000 252 000 264 600 277 830 281722
Board Fees 630272 661786 694 875 729619 766 100 |
Subscription 50 000 52 500 56 125 57 881 60 775
Sub-total - Other Exp 3 676 966 3335814 3 502 605 3677735 3 861622
Comp and other IT Exp -
ICT Services 780 000 819 000 859 950 902 948 948 095
Sub-total - Computer and Other IT Expenses 780 000 819 000 859 950 902 948 948 095
Trave! exp -
Foreign Travel expenses 200 000 300 000 315 000 330 750 347 288
Local Travel expenses 400 000 420 000 441 000 463 050 486 203
Sub-total - Travel Exp 600 000 720 000 756 000 793 800 833 490
Professional Fees
Audit fees - Statutory 1115197 1170 957 1229 505 1290 980 1355528
_Internal Auditors (Qutsourced) 455 546 478 324 502 240 527352 | 553 718
Leual services 420 000 441 000 483 050 486 203 510 513
Independent Diamond Valuator (IDV) fees 25200 26 460 27783 29 172 30631
| Sub-total Professional Fees 2015944 2116741 2222 578 2333707 2 450 392
TOTAL OVERHEADS 23 088 735 24 613 956 25 826 354 27 099 371 28 436 040




CASH FLOW PROJECTIONS OF THE STATE DIAMOND TRADER FOR 5 YEAR PERIOD
Cash Flows FY 2021/22 FY 2022/23 FY 2023/24 FY 2024/25 FY 2025/26
Opening balance : Cash and cash equivalents 24 00D 000 27 819 265 28 095 387 28 459 538 28 652 436
Cash receipts from customers 722 844 000 737 748 000 753 500 128 768 570 128 784 697 508
Cash payments far diamond purchases {699 000 000) {713 430 000) (727 276 860) (741 842 239) {756 699 928)
Net cash recelved from operations 23 844 000 24 318 000 26 223 268 26727 889 27 997 580
Less payments to suppliers and employees (23 088 735) {24 613 956) {25 826 354) {27 099 371) {28 436 040)
Salaries 14 938 465 16491 173 17297431 18 144 003 19 032903
Leases 1077 360 1131228 1187 782 1247179 1309 538
Computer and other IT expenditure 780 000 819 000 859 950 902 948 948 095
Travel 600 000 720000 756 000 793 800 833490
General Expenses 3676966 3335814 3502 605 3677735 3861622
Professional Fees 2015944 2116741 2222578 2333707 2450392
Interest Income 720 000 834578 842862 853 786 858573
Interest Expense (850 000} (262 500) (875 625) (289 406) (303 877)
Working capital (Current Inventory to be realised in coming years) 4 200 000
Capital Expenditure (1 006 000) - - - -
Closing balance: Cash and cash equivalents 27 819 265 28 095 387 28 459 538 28652 436 28769 672




BUDGETED FIXED ASSETS PURCHASES OF THE STATE DIAMOND TRADER FO

Computer equipment and Software
Furniture and Fittings

Security equipment and Diamend Machinery

Total

R § YEAR PERIOD
2020/20210 2021/2022 2022/2023 2023/2024 202472025
306 000
100 000
800 000
1006 000 0




MNOTES




