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 INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2010 
 

Strong H1 Growth as Market Recovery Continues 
 

De Beers Embeds 2009 efficiencies while increasing production, prices and sales 
 

Financial Summary - Half year to 30 June 2010 
US Dollars millions 

 Half year 
30 June 2010 

Half year 
30 June 2009 

Total sales 2 979 1 711 
EBITDA 762 297 
Net Earnings 301 3 
Profit before finance 
charges and taxation  586 140 

Free cash flow 620 (126) 
 

DIRECTORS’ COMMENTS 
 
2010 H1 Snapshot 
♦ EBITDA of US$762 million has more than doubled compared with H1 2009, due to a stabilisation of, and 

improvement in, trading conditions in H1 2010. 
♦ Sales of rough diamonds by the DTC, the marketing arm of De Beers, in H1 2010 were US$2.6 billion 

(including those through joint ventures), an 84 percent increase compared with H1 2009, as a result of 
increased demand from retail markets, particularly India and China, as well as restocking by the trade. 

♦ Carats recovered in H1 2010 amounted to 15.4 million, more than double those for H1 2009 (6.6 million 
carats) in line with increased demand from DTC Sightholders.   

♦ Production and operating costs were US$699 million (2009: US$479 million) as a result of increased 
production across the Group. However, the focus remains on cash management and continuing the 
efficiency improvements achieved in 2009.  After having reduced our cost base globally by 45 per cent, 
and staffing levels by 25 percent in 2009, many of those gains have remained permanent without 
impacting growth.   

♦ In March 2010, together with recapitalisation by its shareholders of US$1 billion, the Group successfully 
concluded a complex refinancing of all of its international and DBCM’s South African debt.  All debt 
facilities across the world were extended to August 2013.   

♦ At the end of June, net debt amounted to US$1.98 billion compared with US$3.20 billion at the end of 
December 2009.  De Beers’ third party debt was US$ 1.87 billion (December 2009: US$3.09 billion), and 
gearing on this debt, was 28.8 percent compared with 45.2 per cent in December. Gearing on total debt, 
including US$785 million in shareholder loans and US$107 million of preference share capital, was 42.5 
percent (December 2009: 57.9 percent).  

 
Management Change 
Having led De Beers for the past five years, and after overseeing the response to the global financial crisis 
and the company’s subsequent recovery, the CEO of De Beers, Gareth Penny, has advised the Board that 
he believes it is an appropriate time for him to step down.  The Board would like to thank Gareth for his 
substantial contribution to De Beers during his 22 years with the company, and wishes him every success as 
he pursues new opportunities.  Gareth will step down in the coming months. A process is underway to 
identify a successor, during which time Stuart Brown (Chief Financial Officer) and Bruce Cleaver (Chief 
Commercial Officer) will serve as acting joint-CEOs. 
 
Review of Operating Activities 
H1 2010 has seen a strong recovery against the low comparisons of H1 2009.  With demand for rough 
diamonds increasing strongly, both sales volumes and prices have increased significantly. Together with a 
continued focus on cost management, this has resulted in a strong recovery in EBITDA, PBIT and free cash 
flow. 
 
 
 
Safety 



De Beers’ commitment to safety remains the company’s most important priority.  After a fatality-free year in 
2009 there have been no fatalities during H1 2010.   
 
Exploration 
In Canada, the advanced core drilling for grade assessment continued on the Delta and Tango satellite 
kimberlites to the Victor mine. In Angola, the large-diameter drill bulk sampling programme of the Mulepe-1 
kimberlite cluster is on track for completion by the end of 2010, and early results received to date have been 
encouraging. Reconnaissance prospecting for new kimberlite discoveries continued in Botswana and India. 
 
Production 
In the first six months of the year, De Beers increased production by 133 percent across its operations to 
15.4 million carats (H1 2009: 6.6 million carats). This reflects the impact of a production holiday taken in the 
first half of 2009, and was in response to increased demand from DTC Sightholders following a better than 
expected Christmas season as well as steady improvements in market sentiment.  In H1, Venetia mine 
produced two million carats (2009: 0.7 million), Jwaneng mine 5.3 million carats (2009: 2.3 million) and 
Orapa mine 4.3 million (2009: 1.4 million).  Debswana’s Cut-8, the major expansion project at Jwaneng 
mine, has commenced.  Having successfully refinanced its debt, DBCM continues to look at ways to 
enhance its future prospects.    
 
Sales 
The increase in DTC H1 sales by 84 percent to US$2.6 billion (H1:2009 US$1.4 billion) is as a result of 
increased demand from our Sightholders and the market, and reflects an increase in both volume and prices 
achieved compared to H1 2009.  DTC rough diamond prices are now, on average, comparable to June 2008 
pre-recession levels.  
 
Downstream Opportunities 
H1 saw strong double digit growth in consumer demand from China and India and a modest improvement in 
demand from the US.  Since the 2008 launch, Forevermark (a diamond brand from the De Beers Group) has 
expanded rapidly across Asia with 289 doors in China, Hong Kong and Japan. Much of this growth can be 
attributed to mainland China where the brand has been rolled out to 10 cities with plans for further expansion 
this year.  After a difficult 2009, De Beers Diamond Jewellers, De Beers’ joint venture with LVMH, has seen a 
healthy rebound in sales in H1 2010.  Element Six had a strong first half with all business lines contributing 
to the improved performance and profitability. Element Six is also benefiting from restructuring and 
commercial measures implemented in 2009 and early 2010. 
 
Class Actions 
On 13 July 2010, the US Third Circuit Court of Appeals overturned the earlier judgment of the District Court 
of New Jersey approving an agreement settling a number of class actions against De Beers, and referred 
the case back to the District Court for further consideration.  The District Court is now required, amongst 
other things, to consider whether or not it can properly approve a settlement comprising a smaller class of 
plaintiffs.  De Beers is considering the opinion of the Third Circuit and evaluating its position. We’ll be in a 
position to comment further soon.  During H1 2010, a further Canadian class action claim was served on De 
Beers in the Province of Ontario.  This class action, together with the existing class action in British 
Columbia, is following the usual legal process. 
 
Diamond Equity 
While De Beers does not conduct any business in Zimbabwe, it has, as part of the World Diamond Council, 
worked closely alongside governments and civil society to achieve a Kimberley Process-centred solution to 
the issues surrounding the Marange diamond fields.  While De Beers is pleased that the Kimberley Process 
has proven to be effective in achieving the spirit of its mission, it will continue to monitor the situation closely.  
 
Outlook 
While encouraged by the strengthening demand in H1, the global economic climate remains fragile 
especially in the important diamond markets of the US, Japan and Europe so we look to the remainder of 
2010 with caution and measured optimism.  A period of market stabilisation is expected in H2.  With most 
restocking activity by the trade now largely completed, further demand growth is dependent on increases in 
consumer demand, and De Beers remains encouraged by the strength of demand in the emerging markets 
of Asia, particularly China and India. 
 
Directorate Changes 
At the De Beers Board meeting held on 22 July 2010 both Anthony Oppenheimer and Sir Chips Keswick 
retired as directors of the company after nearly 30 years and 17 years of service with the Group respectively, 
initially both as directors of De Beers Consolidated Mines Limited.  James Teeger will assume the 
Chairmanship of the Board Audit and Remuneration Committees.    
 
 
 
Comment 
Nicky Oppenheimer, Chairman of De Beers Group, commented, “This time last year, in the midst of the 
global recession, we transformed our business - taking short-term pain for long-term gain.  One year later, 



our results for the first half of 2010 show the success we’ve had in managing costs, creating operating 
efficiencies and improving our balance sheet.  With renewed demand driving significant increases in 
production, prices and sales, we are now focused on securing the recovery while insulating the business 
from further market volatility. 
 
Mr. Oppenheimer added, “These results are a testament to Gareth Penny’s leadership, which saw the 
company through the recession, and positioned it for strong revenue growth as we emerged into recovery. 
Gareth has made an enormous contribution to De Beers throughout his 22 years with the company and, 
most recently, five years as CEO.  He has been a passionate and effective leader during some of the most 
difficult challenges De Beers has faced in its long history. I have full confidence in the experienced 
management team that Gareth has assembled, who will carry on our current course to deliver shareholder 
value.” 
 
De Beers announces interim results as follows:- 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

De Beers Société Anonyme 
Consolidated Income Statement 

for the half-year ended 30 June 2010 
(Abridged) 

 

 
US Dollar millions 



 Half-year 
30 June 2010 

Half-year 
30 June 2009 

Year  
31 December 2009 

 
Total sales (Note 1) 2 979 1 711 3 840 
Less: cost of sales 2 443 1 588 3 513 
Gross profit 536 123 327 
Less: operating costs (Note 2) 221 153 402 
Operating (loss) profit  315 (30) (75) 

Add:    
Trade investment income  291 99 298 

Foreign exchange (losses) gains (20) 71 95 

Profit before interest charges and taxation 586 140 318 

Less: net interest charges (Note 3)  102 98 225 

Profit before taxation  484 42 93 

Less: taxation  136 48 125 
Profit (loss) after taxation  348 (6) (32) 

Less: interests of outside shareholder in subsidiaries  23 15 (1) 
 
Own earnings (loss) 325 (21) (31) 

Add: share of retained earnings of joint ventures (24) 24 (6) 
Net earnings (loss) before once-off items  301 3 (37) 

Once-off items (Note 4) (46)  (706) 

Net earnings (loss) 255 3 (743) 

Underlying earnings (loss) (Note 5) 304 (164) (220) 

EBITDA  762 297 654 

 
Consolidated Balance Sheet 

30 June 2010 
(Abridged) 

 

 
US Dollar millions 

 
30 June 2010 30 June 2009 31 December 2009 

    
Share capital and reserves 2 844 2 586 1 943 

Interests of outside shareholders  125 257 229 

Total shareholders’ equity 2 969 2 843 2 172 

Shareholders’ loans 785 734 759 

Other net interest bearing debt* 1 983 3 329 3 200 

Other non-current liabilities 778 680 709 

 6 515 7 586 6 840 

    

Fixed assets 2 687 3 342 2 795 

Other non-current assets and investments 2 865 3 051 2 927 

Net current assets  963 1 193 1 118 

 6 515 7 586 6 840 

 
*Other net interest bearing debt includes short-term borrowings and is net of cash 
 

De Beers Société Anonyme  
 

Summary of cash flows 
for the half-year ended 30 June 2010 

 

 
US Dollar millions 

 6 Months 
30 June 2010 

6 Months 
30 June 2009 

Year  
31 December  2009 

Cash available from (consumed by) operating activities  711 (31) 226 



Less: investing activities    

Fixed assets – stay-in-business 90 67 150 

                     – expansion   19 31 

Investments  1 9 10 

 91 95 191 

Free cash flow 620 (126) 35 

Less: financing activities    

Ordinary dividends (including payments to outside shareholders) - 74 105 

Cash flow 620 (200) (70) 

Add (Deduct):    

Shareholder equity subscription / advances 1 000 500 553 

Movements attributable to non cash movements and exchange 
rates (403) (77) (131) 

Decrease in net interest bearing debt 1 217 223 352 

 
Notes 
 

1. Total sales of natural rough diamonds (including joint ventures) 2 625 1 429 3 233 

2. Operating costs include:    

    - Exploration, research and development 43 45 93 
    - Sorting and marketing 53 52 131 
    - Group technical services and corporate overheads  125 56 178 
 221 153 402 
3. Net finance charges include preference dividends accrued 

amounting to 5 5 11 

4. Once-off items comprise:    

    Costs in respect of a class action settlement agreement 1  1 

Costs in respect of restructuring of debt 29  25 

Impairment in respect of Canadian mining assets   696 

    Net costs (gain) in respect of restructuring 16  (16) 

 46  706 

5. Underlying earnings (loss)* is calculated as follows:    

    Net earnings before once-off items 301 3 (37) 
    Adjusted for special items and re-measurements:    

    Asset disposals (net)  (3) 1 6 
    Re-measurement gains on financial instruments 6 (168) (189) 

   Underlying earnings (loss) 304 (164) (220) 

 
 

* Underlying earnings (loss) comprise net earnings attributable to shareholders adjusted for the effect of any once-off or special items 
and re-measurements, less any tax and minority interests. Special items include closure costs, exceptional legal provisions and profits 
and losses on the disposal of or impairments of assets. Special items which are considered to be significant relative to the results are 
categorised as being once-off. Re-measurements are recorded in underlying earnings in the same period as the underlying 
transaction against which these instruments provide an economic, but not formally designated, hedge. 

 
De Beers Société Anonyme 

 
Other information 
 

 
US Dollar millions 

 6 Months 
30 June 2010 

6 Months 
30 June 2009 

Year 
 31 December  2009 

Exchange rates     

US$ / ZAR average 7.52 9.00 8.25 

US$ /  ZAR period end 7.70 8.09 7.43 



US$ / C$ average 1.04 1.20 1.15 

US$ / C$ period end  1.03 1.13 1.06 

Production summary 
   

Tons Treated 000’s:    

DBCM 7 867 4 559 11 321 

Debswana 11 751 4 003 17 845 

De Beers Canada 1 638 1 272 2 466 

Namdeb 5 135 1 029 3 477 

 26 391 10 863 35 109 

Carats recovered 000’s    

DBCM 3 589 1 655 4 797 

Debswana 10 267 3 915 17 734 

De Beers Canada 782 636 1 140 

Namdeb 794 385 929 

 
15 432 6 591 24 600 

 
 
 
Contacts: 
 
De Beers UK:  
Lynette Gould  +44 20 7 430 3509/ +44 (0) 7740 393260 
 
De Beers South Africa  
Tom Tweedy  +27 (0) 83 308 0083 
 
 
Visit the official De Beers group website for more information on the company and where you can view and download a selection of 
images - www.debeersgroup.com .   
 

http://www.debeersgroup.com/
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