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being sold illegally to South Africans. The purpose of the
survey was to assist the Department of Wildlife and National
Parks with statistics of birds so as to help them make
informed decisions when giving out hunting permits. The
second component is education and awareness which targets
schools in Jwaneng and the surrounding villages and aims at
making students appreciate the importance of conserving
birds. To date, a total of 180 students from six schools have
been trained under the school programme, while a total

of 50 community representatives have been trained under
the community out-reach programme. Further, a total of

50 Wildlife Department officers have been trained under
the Birdlife training workshops. Apart from this, at least 30
members of BirdLife’s Jwaneng branch (most of whom are
Debswana employees) as well as the Jwana Park staff are
regularly involved in project activities.

Jwaneng Town Council Monument

Jwaneng Town Council erected a ‘VWelcome to Jwaneng’
monument which was funded by Debswana. The monument
features a diamond to show that Jwaneng is a diamond min-
ing town. Since Jwaneng is on the highway to Ghanzi, Maun,

and Namibia, the signage is viewed as an important way of
branding the home of the world’s richest Diamond Mine.

Botswana Football Association (BFA)

One of the key commitments of Debswana in its CSI pro-
gramme is sport development. Financial provision was made
to the BFA for the youth (national U-15 team) development
programme. BFA organised a Tri-Nations tournament against
South Africa and Lesotho. The Tri-Nation’s tournament was
an eye-opener to the young Zebras, because their counter-
parts from South Africa are graduates from academies which
nurture them from a very young age to fit into the senior
national team.

Botswana National Sports Council (Re Ba Bona Ha
programme)

The Botswana National Sports Council (BNSC) Re Ba Bona
Ha sports development programme is another Debswana
Corporate Social Investment beneficiary. The Re Ba Bona Ha
programme is a skills development programme that seeks




to introduce sport to children of 5-17 years throughout the

country. The programme is run by the BNSC in conjunc-
tion with its affiliated sport codes. The BNSC facilitates

and monitors the implementation of the programme, while
each sport code administers the programme and is respon-
sible for identifying and training volunteer coaches for the
programme. The programme was launched in Gaborone
and then rolled out to |8 football centres in towns and
villages across Botswana. A total of | | | coaches and 2177
children attended training sessions on a regular basis in the
|8 centres.

Tsodilo Hills World Heritage Site

The Diamond Trust launched a project during 2009 to

fund the implementation of the Tsodilo Hills Integrated
Management Plan aimed at promoting the tourism potential
of the world heritage site through the involvement of local
communities. The Diamond Trust is a non-profit making
entity through which Debswana Diamond Company and
De Beers fund large community-based projects which oth-
erwise exceed their individual Corporate Social Investment
(CSI) budgets.

The Tsodilo Hills (Mountain of the Gods) is one of Africa’s
premier rock art sites and currently Botswana's only World

Heritage Site. Over 4 500 images have been painted at 400
sites, most of these date between 850AD and | 00AD.

The Integrated Management Plan for the Tsodilo Hills World
Heritage Site is directed at integrating the two communities
of the Hambukushu and Ju Hoansi (San) into the manage-
ment process of the World Heritage Site at Tsodilo. This will
ensure prevalence of suitable and complementary activities in
the Buffer Zone making Tsodilo an important component of
the Ngamiland economy. The Integrated Management Plan
for the Tsodilo Hills VWorld Heritage Site aims at achieving
this through the following:

e Community Development

Community development will ensure that the communi-
ty becomes integrated into the management of the area
by becoming part of the decision making process, human
resource development, career opportunities in hospital-
ity and other related services and cultural tourism that
will afford communities the opportunity to share their
culture and traditional knowledge with visitors.

Community development will result in the provision of
additional livelihoods (through the development of the

™

i 58 | 2009 | Debswana Annual Review

‘




tourism industry) to supplement what already exists.

The community will have opportunities to become
involved directly into the tourism industry by developing
and running the community campsites (open campsites,
wilderness camp and dry camps). The opportunities will
include employment in the day-to-day operations of the
camps (e.g. management, administration and cleaning)
to additional activities such as guiding, craft production
and cultural display activities. From an area management
perspective the community is to be involved in as many
of the management activities as possible.

Tourism Development

Tourism development will result in the development of
comprehensive and quality visitor experience of interna-
tional standard through the provision of archaeological,
cultural and wildlife tourism components. The tourism
industry will be developed with the National Museum,
Monuments and Art Gallery (NMMAG) taking respon-
sibility for the activities focusing on the rock art whilst
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the accommodation development will be moved from
being a NMMAG responsibility to that of a community
responsibility.

Improved Protection of Wildlife and Natural

Resources

This will result in the protection of the bio-diversity
resources in the core area and management of the
Buffer Zone (where most of the project actiivities will
take place) in a sustainable manner. Natural Resources
harvesting within the core area will be monitored at the
access point (main gate) to gain an understanding of
what species, quantities, and seasons when the differ-
ent resources are harvested and to establish the impact
the harvesting has on these resources. No commercial
harvesting occurs in the Core Zone (the protected area
which includes the rock paintings) and harvesting is only
undertaken by community members. The TMA assesses
the harvesting data in order to ensure that the area is

being sustainably utilised.




Wealth and Job Creation

Peo Venture Capital entrepreneurial skills and a lack of start up capital.

Since its inception Peo has funded 60 businesses, with an

Peo Venture Capital (Pty) Ltd. is a business development investment value of P36.2 million. To date these businesses

initiative established by Debswana Diamond Company and have created employment for over 1360 Batswana.

De Beers in 1997. Peo’s objectives are to promote and

facilitate the establishment of commercially viable enterprises Peo built upon plans to increase its visibility by holding its

in Botswana and to facilitate the involvement of Batswana as first Peo Day in August 2008. The second Peo day was held

owners in these businesses. in 2009 under the theme “Managing through Difficult Times”
meant to assist entrepreneurs get through the financial crisis.

Peo’s role in the development of Small and Medium Peo day helps the Company ensure close alignment of its

Enterprises (SME’s) is specifically to address two major activities with national policy.

constraints faced by this sector, namely a shortage of

2009 | Debswana Annual Review

i




Morupule Colliery Limited

Safety, Health And Environment (SHE)

In line with the Colliery's core values, safety and health of
employees and contractors, environmental conservation

and compliance to relevant legislation remains the Colliery's
topmost priority in all activities. The overall SHE performance
continued to improve compared to 2008. The Mine has
operated for 28 months without recording any Lost Time
Injuries (LTI). There were five Non Lost Time Injuries (NLTI)
during 2009, (2008 had six) three of which involved contrac-
tors. More effort is being focused on contractors to inculcate
a safety culture.

The number of contract labourers at the Mine increased
significantly due to the water pipeline and resource delinea-
tion projects. The Mine envisages a further increase in the
number of contractors as the expansion project progresses

in 2010. Morupule Colliery Limited (MCL) prides itself in
being the current holder of the Botswana Chamber of Mines
(BCM) trophy for best improvement in safety performance.
The Colliery also excelled in the BCM first aid competition
by improving from position seven in 2008 to second position
in 2009, narrowly losing to BCL after tying for first position
on points but BCL had beaten MCL during earlier rounds.
To further improve SHE excellence MCL launched a SHE
strategy in 2009 with the participation of several stakeholders
and the fruits of the strategy will be evident in the future.

Efforts to mitigate and minimise the impact of HIV/AIDS on
employees, their families and the Company received high
priority with several educational campaigns and programmes
being conducted during the year. The occupational health
programme was implemented satisfactorily with the majority
of employees undergoing medical examinations as required.




Productive time lost due to sick leave was high at 2.3%
compared to the average figure of 0, 2% for other BCM
members.

Morupule Colliery runs an environmental management
system based on ISO14001. The Mine has identified the
environmental impact of its activities, products and inputs
and has implemented control programmes to mitigate these
impacts as part of the programme to obtain ISO 14001 certi-
fication. It gives the Colliery great pride in having made major
strides towards achieving the ISO 14001 accreditation.

The stage | and stage Il audits for ISO 14001 certification
were successfully completed and the auditors recommended
certification pending closing of minor non-conformances
identified. It is intended that these minor non-conformances
will be resolved by the end of the first quarter of 2010.

Potable water consumption was 66 393 m3 in 2009
compared to 48 630 m3 in 2008. The increase is due to a
greater number of consumers, mainly contractors. Power
consumption increased to 6.6 MWh during 2009 compared
to 4.IMWh in 2008 mainly due to an increase in the use of,
among others, underground equipment.

Mining Operations

The Colliery produced 737 798 tonnes of coal in 2009
compared to 925 142 tonnes in 2008. The reduction was
mainly due to low coal off take by our major customers and
the effects of the world economic meltdown on some of
our customers. A decision was made not to stockpile coal

at the Mine due to safety and environmental implications of
keeping huge stockpiles of carbonaceous material. Equipment
availability on average was 91% for 2009 compared to 90%
in 2008.

Mining operations took place in the S2/15 panel at the
beginning of the year but were relocated to the S2/17 panel
in March after depleting coal reserves in S2/15. Production
continued in this panel until the end of the year. The second
section was relocated to SM2 panel to further develop the
SM2 district coal resources. Although production require-
ments could be met from mining in one panel, mining
alternated between two panels to ensure that equipment did
not remain unused for extended periods. Coal quality was
generally satisfactory. Underground environmental control
was satisfactory with no significant methane or noxious

gas incidents. The underground environmental monitoring
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system was fully operational and two audits of the system
were conducted which reported no major issues. From these
audits, the Mine was ranked third against eleven Anglo Coal
operations with regard to environmental control which is a
remarkable achievement signifying that MCL is one of the
safest collieries in the region.

Coal Processing

Total Run-of-Mine (RoM) coal received from underground
was 737,798 tonnes. RoM coal treated through the coal
washing plant decreased marginally from 253,033 tonnes in
2008 to 236,863 tonnes in 2009 due to overall poor thermal
coal off-take mainly by BPC and to a lesser extent BCL and
Botash.

Washed coal production increased marginally from 113,876
tonnes produced in 2008 to | 16,750 tonnes, despite the
reduced throughput. A tighter control on product quality and
a better overall yield has also been achieved.

An improvement has been observed in usage of consum-
ables compared to the first year of operating the plant.
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Utilisation of the coal washing plant remains low primarily
due to low off-take of thermal coal, which has been a con-
straint throughout the year. A major washed coal customer
closed its operations towards end of 2008 until July 2009 as
the economic downturn manifested itself. The Wash plant
fire suppression system was commissioned in May 2009.

Marketing

Total sales for the year were 667,972 tonnes compared to
858,027 tonnes for 2008. This was mainly due to low coal
off take by our major customers coupled with the effects of
the world recession. Washed coal sales were however mar-
ginally higher at 112,074 tonnes compared to | I |,150 for
2008. The Colliery now has a full time Marketing Manager
and various initiatives have been undertaken during the
year resulting in market share being obtained in Zimbabwe
and Zambia and to a limited extent in the DRC and South
Africa. Zimbabwe remains the largest export market with
approximately 40% of washed sales being sold there despite
the return to production and subsequent strong competition
from a Zimbabwean Colliery. New markets for unwashed
coal sales remain a challenge due to logistical constraints
afthough prospects remain positive.

Expansion Project

The MCL expansion project is now at an advanced stage.
The major driver of the expansion is Botswana Power
Corporation (BPC) which intends to commission 4x150 MW
new power generation units by the end of 2012 at Morupule
Power Station. These new units will require additional coal
and will ensure self sufficiency in Botswana with regard

to power generation. Botswana imports nearly 80% of its
power requirements from South Africa, which has indicated
its intent to stop power exports by the end of 2012 due to
the increase in its own requirements.

Pre-feasibility studies and high quality feasibility studies on the
MCL expansion project have been successfully completed

to a bankable standard and due diligence by independent
technical experts as well as Debswana's Shareholder repre-
sentatives have identified no fatal flaws which prevent the
project proceeding to execution. Nameplate capacity for

the recently completed feasibility study is 3.8 million tonnes
per annum, implying an approximate four-fold expansion of
production, services, infrastructure and business systems at
the Mine.

The capital expenditure for the expansion is estimated at
approximately BWP .8 billion (+/- 10 %) to deliver a scope
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of works which includes underground mining and ventila-
tion equipment, surface plant, services and infrastructure.
Stakeholder engagement has been actively pursued, including
engagements with BPC, Botswana Mine Workers Union
(BMWU), employees, local government entities; farmers

and local community members at various times from the
start of the Environmental Impact Assessment (EIA) process.
Key Stakeholder support to date has been strong. Some
construction work for the expansion has also been com-
pleted. This includes the construction of the water pipe-line
that connects the Mine to the North-South Carrier and the
installation of additional electricity feeders to the Mine so as
to meet the demands of the expanded Mine. The major con-
struction activities will be carried out during 2010. A com-
petent and highly energised project team is well positioned
to successfully execute the project which needs to proceed
timeously in order to meet coal supply deadlines associated
with BPC's new power generation units.

The project offers a significant opportunity to stimulate
Botswana's economy and create lasting “legacy” benefits for
the coal industry and the people of Botswana. This expan-
sion of the Colliery is the corerstone for future develop-
ment of MCL into a significant coal and energy company.
Execution of the project will bring a significant and positive
impact to the local community in the form of employment

and business opportunities.

Corporate Governance

Sound business practices and high standards of ethics, con-
trols and risk management continue to underpin Corporate
Governance at the Colliery. Areas of Corporate Governance
focus include comprehensive policies and procedures, risk
and control management and external review (audits).

A comprehensive review of the Policy Manual was con-
cluded during the year and all of the Colliery policies are
now aligned with those of the Debswana Group. Improved
access to these policy documents by employees has also
been implemented.

Regular reviews of the Colliery’s business risks were car-
ried out and reports submitted to shareholders and to the
Morupule Colliery Board of Directors. A new Control Self
Assessment model which has been introduced to highlight
business risks and to improve control and mitigation mea-
sures has yielded positive results.

External assurance reviews were conducted by a number of
external parties during the year resulting in favorable reports.
The Colliery is proud to have achieved a marked improve-
ment in the control environment as indicated by the results
of the reviews carried out by the Debswana Group Internal
Audit Department.
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Corporate Governance

Debswana Board

The Board is accountable for the Company's activities and
deals with all business of the Company not specifically
delegated to Management or Committees, and monitors the
use of resources to achieve the aims of the Company and
the Group.

The Board meets at least three times a year and has various
sub-committees to support the discharge of its functions,
each with specific terms of reference that are determined by
the Board, namely: Technical Committee, Audit Committee,
Remuneration and Nominations Committee and Corporate
Social Investment Committee. A register of Directors’
interests is kept at the registered office of the Company and
is available for inspection by the Board at any given time.
General declarations of interests are submitted annually at
the beginning of the year and updated whenever changes
occur.

Audit Committee

The Audit Committee is an important element of the Board's
system of monitoring and control, and, with the exception
of the Managing Director who is an ex-officio member, it
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comprises directors who do not hold executive office within
Debswana. The Committee meets at least three times a year
to monitor the adequacy of financial information reported

to Shareholders, to monitor internal controls, accounting
policies and financial reporting, and to provide a forum for
communication between the Board, external auditors and
internal auditors.

The Audit Committee meets the external and internal audi-
tors and executive management regularly to consider risk
management, review audit plans, review accounting, auditing,
financial reporting, corporate governance and compliance
matters. In particular, it reviews the annual financial state-
ments ahead of submission to the Board and considers any
matters raised by the auditors.

Both the Audit Committee and the Board are satisfied that
there is adequate segregation between the external and
internal audit functions and the independence of the external
and internal auditors is not in any way impaired or compro-
mised.

An external auditor independence policy exists in terms of
which any non-audit work done by an entity having some
association or relationship with the Company’s external audi-

tors requires prior approval by the Audit Committee.




Group Financial Highlights

During 2009 the Company achieved modest results against
the backdrop of the 2008 global financial crisis. Revenue for
the year was 35% (P6.6 billion) below the 2008 revenue
mark primarily due to the global financial crisis which had an
impact on world sales. Carats sold in 2009 were 23% less
than the 2008 levels whilst selling prices were 22% below the
2008 average selling prices. These were partially offset by a
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more favourable exchange rate (7%) relative to 2008.

The operating expenditure for the year was P billion below
2008 cost levels while working costs were 26% lower than
the 2008 costs. This was mainly due to the initiatives imple-
mented by management targeted at cost containment and
cash preservation.
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Five Year Analysis of Pula and US$ Diamond Sales and Average exchange rates (2005 - 2009)
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*  Revenue at P12.2 billion decreased by 35% against 2008 at P18.8 billion.

* USD diamond sales at USD 1.7 billion marginally down by 39% compared to 2008 at USD 2.9 billion.
* Average USD selling prices were 22% lower than 2008.

* Diamond sales volume were 23% lower at 21.3 million (2008:27.6 million) carats.

* Average Pula/USD exchange rate for diamond sales appreciated by seven percent.

. . VfN S




Glossary

ARC
ART
BNSC
CAM
CABD
CDX
CAC
CFLs
COHSASA
CPHT
Csl
DMP
DSS
DVM
DTCB
EAP
EMV
EIA
FESI
GBC
GRB
HAART
HEGS
HPRC
IBSS
JREP
KPIs
LTls
LTFR
MCF
Mm?
MTP
M2P
NLTI
NMMAG
NPK
OoC
OHSAS
OM
oM
OoM2
OM3
OPIC
ORT
OREPI
PMO
PCB
SBP
SMEs
SSR
TIAP
TMA
XRF

AIDS Related Condition Deaths

Anti Retroviral Therapy

Botswana National Sport Council

Incident Cause Analysis Method

Central Association of the Blind and Disabled
Dry Chute X- ray Machine

Central Acidising Complex

Compact Fluorescent Bulbs

Council of Health Service Accreditation of Southern Africa
Carats per Hundred Tons

Corporate Social Investment

Dense Medium Separation

Debswana Shared Services

Diamond Value Management

Diamond Trading Company Botswana
Employee Assistance Programme

Earth Moving Vehicles

Environmental Impact Assessment
Ferrosilicon

Global Business Coalition on HIV Tuberculosis and Malaria
Republic of Botswana

Highly Active Anti Retroviral Therapy
Homogeneous Exposure Groups

High Pressure Roller Crushers

Integrated Support Business Services
Jwaneng Resource Extension Programme
Key Performance Indicators

Lost Time Injuries

Lost Time Injury Frequency Rate

Mine Call Factor

Million Cubic Meters

Main Treatment Plant

Mine to Plan

Non Lost Tirme Injuries

National Museum, Monuments and Art Gallery
Northern Pyroclastic Kimberlite
Organisational Capability

Occupational Health and Safety Management System
Orapa and Letlhakane Mines

Orapa No. | Plant

Orapa No. 2 Plant

Orapa No. 3 Plant

Overseas Private Investment Corporation
Old RecoveryTailings

Orapa Resource Extension Project Phase |
Project Management Office

Poly Chloro Biphynils

Strategic Business Planning

Small and Medium Enterprises

Slope Stability Radar

Treatment Integrated Action Plan

Tsodilo Management Authority

X-ray Fluorescent
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