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Ethics and the Board

The Board supports the

principles of openness, integrity,
responsibility and accountability.

It also endeavours to ensure the
Company’s governance processes
and policies meet best practice
standards. De Beers complies with
Luxembourg company law as well
as applicable principles and
recommendations set out in the King
Report on Corporate Governance
for South Africa. De Beers follows
the King Report for its internationally
recognised status, but also because
De Beers, as a company with its
roots in South Africa, is comfortable
and familiar with its origins. In
addition to recommendations on the
role, function and composition of the
Board and directors, the King Report
also includes specific sections on
risk management and integrated
sustainability reporting and is
aligned with the UN Global Compact
and the Global Reporting Initiative
sustainability reporting guidelines.

Avoiding conflict of interest
4.6]

A number of structures already
exist to ensure conflict of interest

is avoided in line with external best
practice standards. These include
the DTC Diamond Best Practice
Principles (BPPs) and the Directors
Conflict of Interest Policy. Existing
statements in our Code of Conduct
and Business Ethics also require all
personnel to act in the best interests
of De Beers and its shareholders.
The Code also prohibits involvement
in business interests that conflict
with the Principles and policies of
the Family of Companies or that
might compromise independence in
decision-making.

Compensation of

Board directors

4.5]

The Articles of Incorporation of

De Beers provide that shareholders
may determine the fees of Board

directors. These have been set

at US$50 000 per annum with

the Chairperson receiving an
additional US$25 000 per annum.
Non-executive directors that

serve on Board sub-committees
receive an additional US$10 000
per annum. Chairpersons of the
respective committees receive an
additional US$10 000 per annum.
This remuneration is fixed and is not
currently linked to the performance
of the company. The annual statutory
accounts filed with the authorities

in Luxembourg include details

on the remuneration framework,
benefits and fees paid to Board
directors. Copies of these accounts
are provided to each of the
shareholders. The annual statutory
accounts also include details of

the aggregate remuneration and
other benefits available to key senior
managers and executives.

E www.iodsa.co.za/king.asp
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Structures under the Board

1.2]4.104.9]

The Board is responsible for the
group’s system of governance
and is ultimately accountable

for the strategic direction of the
business and all activities across
the Family of Companies. This
includes setting risk management
policy, reviewing the effectiveness
of risk management processes,
recommending enhancements
and ensuring effective succession
planning. It also provides oversight
of and consultation to the different
business entities across the Family
of Companies. This includes on
governance structures and on the
identification, appointment and
training of directors.

The Board also reviews sustainability
performance and risks on at least an
annual basis in line with the formal
risks review process. Sustainability
issues raised in 2007 include
beneficiation, access to energy in
southern Africa, compliance with
national empowerment targets,

the US class action settlement

and distribution of diamonds to
Sightholders. Further detail on these
risks is presented in the introductory
statement of the Chairman and
performance overview of the
Managing Director, as well as in our
Report to Society 2007.

The De Beers Board is supported

in its decision-making by five
committees (Figure 4): the Executive
Committee, the Audit Committee, the
ECoHS Committee, the Investment
Committee and the Remuneration
Committee. Although not an official
committee under the Board, the
Principles Committee provides
further review and scrutiny on

the extent to which the Family

of Companies contributes to
sustainable development and
operates in conformance with its
Principles (p36).

Executive Committee

The Executive Committee is
chaired by Gareth Penny as the
Managing Director. It meets at least
eight times a year in Luxembourg
and is responsible to the Board for
implementing the Principles, policies
and strategies of De Beers. The
Executive Committee deals

with all executive business not
specifically reserved for the Board
or shareholders. It prioritises the
allocation of capital, technical

and human resources and is also
responsible for the biannual review
of business and reputational

risks for each business unit. The
Executive Committee also provides
strategic oversight on sustainability
performance and management.

Figure 4: Governance structures under the Board

Audit Committee

The Board has appointed an Audit
Committee consisting of directors
who do not hold executive office

in De Beers, its subsidiaries or
investments. The Audit Committee
meets three times a year. It monitors
the adequacy of internal controls,
accounting policies and financial
reporting to shareholders. It also
monitors and supervises the
effective functioning of the Internal
Audit department and the ethical
conduct of the Company.

The Audit Committee provides a
forum for communication between
the Board and the external and
internal auditors. It reviews the
half-year and full-year results and
the annual financial statements prior
to their submission to the Board.

It also receives annual appraisals
from the business units and the
internal auditors with regard to the
adequacy of risk management and
the status of the control environment
across the Family of Companies.
This includes sustainability risks and
associated performance.

An overview of these risks is
presented to the Executive
Committee biannually and to the
Board on at least an annual basis. A
summary of the proceedings from

Executive Committee

Principles Committee

Board of Directors

Audit Committee F--

ECoHS Committee F--

Investment Committee

Remuneration Committee
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each Audit Committee meeting is
submitted at the subsequent Board
meeting for review. Each Board
meeting includes an opportunity for
the Audit Committee chairperson

to report orally on matters of
significance (Figure 5).

ECoHS Committee

The Environment, Community,
Health and Safety (ECoHS)
Committee monitors and reviews
associated policies, guidelines,
operational practices and the
performance of the Family of
Companies. It provides strategic
oversight of the ECoHS disciplines
and their respective peer groups.
Further information on the peer
groups and work completed during
the reporting period is provided in
our Report to Society 2007.

The ECoHS Committee attains
assurance regarding the adherence
of the Family of Companies to our
common ECoHS policies, guidelines
and operational practices as well as
appropriate local and international
standards and relevant legislation.

The ECoHS Committee meets at
least three times each year as

well as undertaking visits to and
inspections of the operations. It acts
in an advisory capacity and does
not perform management functions
directly. A summary of matters of
key significance is submitted at
relevant Board meetings for review.
When required the chairperson of
the ECoHS Committee is afforded
the opportunity to report orally on
key risks.

Investment Committee

The Investment Committee manages
the process of investment capital
approval and allocation within the
group. Its key aim is to ensure

that investments, divestments

and financing proposals increase
shareholder value and meet

De Beers financial and business

strategy criteria. The Investment
Committee draws on the De Beers
Risk Management Policy and
guidelines to assist in its risk
analysis. It also invites discipline
experts and heads of departments
from across the Family of
Companies to provide further
insight in advance of making any
recommendation to the Board.

This includes recommendations

on political, economic, social and
environmental risks and alignment
with the Principles as well as the
Code of Conduct and Business
Ethics. The Investment Committee
includes representatives of the three
shareholder groups.

Remuneration Committee

The Remuneration Committee
comprises a majority of directors
who do not hold executive office

in De Beers, its subsidiaries

or investments. It approves
remuneration for executive directors
on the Board and other senior
managers including those on the
Executive Committee.

The Remuneration Committee
ensures that rewards are linked

to both group and individual
performance and are commensurate
with market rates. Both group

and individual performance
include social and environmental
criteria. The exact remuneration
structures of senior managers and
other employees at subsidiaries
and investments is informed by
group policy and performance,
but determined separately by the
respective boards, committees
and finance and human resource
functions of each company.

(A Report to Society 2007 — approach

E www.debeersgroup.com

Principles Committee

The Executive Committee, Audit
Committee and ECoHS Committee
are further supported in developing
their input to the Board by the
Principles Committee. The Principles
Committee is not a formal Board
committee. It was established

in 2007 with the remit to review
compliance, risks and opportunities
relating to development and
implementation of the Principles
and Assurance Programme for the
Principles (APPs). This includes
reputational and sustainability
issues relating to economics,
ethics, employees, communities
and environment. The APPs take
over from the DTC BPP Assurance
Programme for the Family of
Companies at the end of 2008.

The Principles Committee addresses
all sustainable development issues
contained in the Report to Society
including those that fall outside

the scope of the current ECoHS
Committee. It is composed of senior
managers from across the Family

of Companies as well as discipline
experts and De Beers Internal Audit
(DBIA). The Principles Committee
produces a quarterly update of
reputational and sustainability risks
and presents a quarterly summary
of progress to the De Beers
Executive Committee.

DBIA participates on the Principles
Committee to ensure good governance
directs the programme and to ensure the
integrity of the development process.

DBIA consulted on risk identification and
assessment and an audit team participated
in a pilot assessment (of the APPs). The
2008 work programme includes consulting
on integrating reputational risk into the
existing Enterprise Risk Management
system and on the integration and
optimisation of assurance.



Risk management

11.2]4.9]

The shareholders and Board
recognise that engaging risk is at
the core of the business. De Beers
is governed by a risk framework
through which risks are proactively
identified, engaged and managed.
This includes taking advantage of
opportunities and protecting capital,
income and assets by mitigating the
adverse impacts of risk.

Policy and procedure

The management of De Beers
recognise the importance of
effective risk management in
ensuring that business objectives
are met and that sustained growth
and profitability are achieved. In
order to formalise this and provide
overall guidance to the business,
the board of De Beers approved the
Group Risk Management Policy on
24 April 2002. This policy addresses
risks in areas of strategy, operations,
finance and compliance.

In accordance with the Policy

and the Group Risk Management
Guidelines (last updated in
September 2007) each business
unit has formally embedded risk
management into the business
management process within its
own operations. All significant risks
are identified by each respective
business and are then reported

to the Audit Committee and
Executive Committee biannually,
and to the Board at least on an
annual basis. The Group Risk
Management Policy is also subject
to annual review by the Board.
Awareness and understanding of
the risk management framework is
established at all appropriate levels
of the organisation.

A process of identifying significant
risks with reference to strategic,
business or process objectives has
been established and implemented
across the Family of Companies.

Figure 5: Frequency and attendance at Board and Board committee meetings’
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" Numbers in brackets indicate number of meetings held in 2007
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Management is involved in a
continuous process of developing
and enhancing its risk and
control procedures to improve
the mechanisms for identifying
and monitoring risks. These risks
encompass areas including
consumer markets, skills and
people, technology, stakeholders,
social, environmental, reputation,
legal compliance, professional
liability and general operating,
financial and treasury risks.

Treasury Risk

Management Committee

In addition to the above Group

Risk Management Policy, the

Board has adopted a Treasury Risk
Policy (last revised in November
2004) governing treasury activity
throughout the De Beers group

and has established a Treasury
Risk Management Committee.

The Treasury division has been
delegated with the authority to enter
into financial transactions on behalf
of the group and to alter the financial
risk profile of the group through
hedging transactions governed by
the guidelines set out in the policy.

The Treasury Risk Management
Committee has also been assigned
the responsibility of ensuring the
overall financial risk profile of the
group is appropriate in the context
of prevailing economic conditions
and the restrictions placed by

the covenants of existing credit
facilities. It also has responsibility
for managing interest rate risks and
foreign exchange exposures. The
committee reviews the group’s debt
position and hedging transactions
on a quarterly basis considering,
inter alia, mark-to-market valuations
and prevailing market rates.
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Board and Board committee composition

Nicky Oppenheimer

Robin Crawford

Julian Ogilvie Thompson

Nicky Oppenheimer (Chairman)

Dr Mark Berry

Stuart Brown

Cynthia Carroll

Robin Crawford

Joseph lita

Sir Chips Keswick

René Médori

Robin Mills

Julian Ogilvie Thompson
Anthony Oppenheimer
Jonathan Oppenheimer
Gareth Penny

Gary Ralfe

Baron David de Rothschild
Dr Akolang Tombale
Serwalo Tumelo

Joseph lita

Anthony Oppenheimer

[en ]
=
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[en ]

Sir Chips Keswick

Stuart Brown

René Médori Robin Mills

Jonathan Oppenheimer Gareth Penny

Gareth Penny (Chairman)

Stuart Brown (Finance)

Bruce Cleaver (Legal and Commercial; Land Access and Exploration)
Jim Gowans (Managing Director, De Beers Canada)

Stephen Lussier (External and Corporate Affairs)

Blackie Marole (ex-officio, Managing Director, Debswana)
Robin Mills (Technical)

David Noko (Managing Director, DBCM)

Jonathan Oppenheimer (Chairman’s Office)

Nicky Oppenheimer (Chairman, De Beers sa Board)

Varda Shine (Managing Director, Diamond Trading Company)
Leon Smith (Human Resources)

Inge Zaamwani-Kamwi (ex-officio, Managing Director, Namdeb)

Appointed by Anglo American shareholder

Appointed by Central Holdings shareholder

Appointed by Government of the Republic of Botswana shareholder
Appointed by CMSL, the Management Company

Elected by majority consent of shareholders at the AGM

HEEEE



Operating and Financial Review 2007

Gary Ralfe Baron David de Rothschild Dr Akolang Tombale  Serwalo Tumelo Bruce Cleaver

y PR

Jim Gowans Stephen Lussier Blackie Marole David Noko

Varda Shine Leon Smith Inge Zaamwani-Kamwi Alex Hathorn Peter Whitcutt
Robin Crawford (Chairman) Gareth Penny (Chairman)
Dr Mark Berry Stuart Brown
Alex Hathorn (co-opted from Anglo American) Robin Mills
Julian Ogilvie Thompson Jonathan Oppenheimer (alternate James Teeger)
Anthony Oppenheimer Serwalo Tumelo
Dr Akolang Tombale Peter Whitcutt
Sir Chips Keswick (Chairman) Sir Chips Keswick (Chairman)
Cynthia Carroll Robin Crawford
Julian Ogilvie Thompson René Médori
Nicky Oppenheimer Julian Ogilvie Thompson

"Julian Ogilvie Thompson and Robin Crawford retired from the Board in February 2008 and have been replaced by Barend Petersen, a director of
DBCM and Ponahalo and James Teeger, CEO of E Oppenheimer and Son
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Our Principles

Three guiding Principles define the way we
do business, inform our understanding of
what is right and wrong, and describe what is
important to us. These are supported by an
extended set of specific Principles that cover
the economic, ethics, employees, community
and environment aspects of our activities.

Sustainable development
through partnership

The Family of Companies is committed

to operating in accordance with national
legislation and towards the goal of
sustainable development. This means
ensuring that we consider and take
responsibility for the longer term economic,
social and environmental implications of
the decisions we make today — not only for
our own business but also for the broader
societies in which we operate. We will

work with our partners in government to
ensure that diamonds, a finite resource,

are transformed into economic wealth and
improved quality of life and wellbeing for all
those stakeholders touched by our business
along the diamond pipeline.

Diamond dreams and development

We will work to address the poverty and
socio-economic deprivation that affects
many of the communities where we operate.
We will work with African governments to
help realise their long term visions and,
through education, training and shared
decision making, to ensure the success of
programmes that help build the capabilities
of their citizens. In particular, we will

partner with our stakeholders to address
the priority of HIV/AIDS. We will also work
meticulously through the Kimberley Process,
the industry’s system of warranties, and our
Principles to ensure conflict diamonds are
eliminated from world diamond flows.

Accountability and “living up
to diamonds”

The Principles Assurance Programme
translates our Principles into practice

and provides a framework for measuring
continuous improvement in performance
over time. Through peer review across the
Family of Companies, we will help each
other achieve this goal. The implementation,
monitoring and reporting of these Principles
through the Assurance Programme,
including a willingness to open up our
performance to third party scrutiny, will
ensure that our stakeholders are able to rely
on our high standards and know that we are
“living up to diamonds”.

Economics

* Long term wealth creation through
investment in economic development and
delivery of enhanced shareholder value
Transparency in financial payments to

governments and relevant and meaningful
reporting

Local procurement and capacity building
that contributes to local and national
development goals

Strong relationships with government
and constructive participation in policy
dialogue relating to mineral development
plans

No political donations to individuals but
legitimate support for the democratic
process in emerging multi-party
democracies in Africa, guided by policy
criteria that, on the basis of disclosure,
allow exceptional political donations to
eligible registered political parties

Impact assessment, monitoring and
management strategies that are
comprehensive, involve those affected
by our activities and are regularly
undertaken, including prior to new
projects and mine closure

Ethics

» Good corporate governance and high
ethical standards in compliance with
legislation and relevant codes of practice,
including the UN Global Compact and
other UN, OECD and industry agreements

Free and fair competition and compliance
with national and regional competition/
antitrust legislation

Disclosure of transactions and
relationships that could reasonably be
expected to give rise to illegalities or
conflicts of interest

Anti-corruption programmes that reject
giving or accepting bribes and that
require the disclosure of facilitation
payments

Zero tolerance for money laundering
plus an active commitment to combat the
financing of terrorism

Compliance with privacy and data
protection legislation relating to
employees, partners, Sightholders and
customers

Risk mitigation relating to consumer
confidence in the diamond pipeline
through audited adherence to the DTC
Diamond Best Practice Principles and
the “system of warranties”, as well as
audited adherence to, and support for,
the Kimberley Process to prevent conflict
diamonds

Transparent relationships with consumers
based on adherence by the DTC and its
Sightholders to the accurate description
of diamonds, the full disclosure of any
treatments to diamonds and full disclosure
in respect of synthetics and simulants

» Respecting the fundamental rights of
all peoples as outlined in the Universal
Declaration of Human Rights, ensuring
there is no complicity if others infringe
the rights of our employees or local
communities

Recognising and respecting the legal
authority of governments in the countries
in which we operate, we believe that

we have the right and the responsibility
to make our position known to them on
any matters that affect our employees,
shareholders, Sightholders, customers or
local communities

Employees

» Compliance with the core labour standards
of the International Labour Organization
including freedom of association, the right
to collective bargaining, non-discrimination
and the responsible prevention of child
labour and forced labour within our sphere
of influence

The highest security and human rights
standards for employees at our operations
and in our exploration activities, ensuring
our security services, or those sub-
contracted by us, do not violate the
human rights of our employees or local
communities

The integration of best practice safety
and occupational hygiene standards into
planning and management systems to
enable a supportive and accident-free
safety culture

Employee health and wellbeing rooted in
the moral obligation to “do no harm” and
help prevent ill health

Comprehensive HIV/AIDS management
programmes in our principal operations
where the need exists, and can be
provided for in a responsible and
sustainable manner, for employees and
their life partners based on the principles
of education and prevention, care,
confidential treatment and support

The promotion of diversity and
inclusiveness; and, in line with our

Values, developing the human potential

of employees, promoting respect and
reciprocity in working relationships and
harnessing the richness of different ideas,
cultures and perspectives to enable us

to better serve the markets and producer
countries in which we operate

Community

« Lasting positive contributions to local
community livelihoods during and beyond
the lifetime of our mines

» Respecting the cultural integrity of all
peoples, their spiritual and religious
beliefs, their traditions and their traditional
knowledge systems



« Respecting community governance and
a community’s rights to consultation
with a view to securing their free, prior
and informed consent for any significant
operations that have substantial impact on
on their interests and livelihoods

Treating neighbours with understanding
and dignity, taking seriously the issues that
concern them to ensure that our operations
neither prejudice nor infringe on their rights
or interests

Sensitive to the difficulties encountered
by some indigenous or tribal minorities
and other vulnerable populations in the
areas in which we operate, we aim to be
responsive to their needs and concerns

Stakeholder dialogue to ensure that
concerns are treated with respect, actions
are taken to address concerns, and that
meaningful reporting is undertaken in the
public domain

Social investment programmes to alleviate
poverty and address socio-economic
deprivation through capacity building and
enterprise development, harnessing the
passion of employees to “show we care”

Partnering with relevant stakeholders
where we can to deliver or support
comprehensive community health
management programmes and facilities,
such as those for HIV/AIDS, including

a focus on prevention and access to
treatment as well as on vulnerable groups
such as women and children

Partnerships to help transform small-

scale informal diamond digging activities,
where feasible, into flourishing sustainable
businesses that benefit diggers and

their families by alleviating poverty and
accelerating sustainable socio-economic
development around diamond mining areas

Environment

« Proficient and responsible environmental
management integrated into all
aspects of the business and supported
by management systems, impact
assessments and risk management
programmes

Responding proactively to emerging
societal concerns by developing
systematic ways to prevent or minimise the
negative impacts of our operations

Efficient use and management of energy
resources and emissions that contribute to
climate change, and the use of market-
based emission reduction mechanisms
where appropriate

Stewardship of terrestrial and aquatic
ecosystems, and of resources on land that
we own, lease or manage

Programmes to conserve biodiversity,
protect endangered fauna and flora
and promote sustainable use of

the ecosystems that we manage in
partnership with, and for the shared
benefit of, our stakeholders

Angola

De Beers Angola Holdings
Caixa Postal n°® 4031
Luanda

Tel: +244 (0) 222 63 8800
Fax: +244 (0) 222 63 8801

Botswana

De Beers Botswana
Private Bag 00380
Gaborone

Tel: +267 (0) 390 2991
Fax: +267 (0) 390 2990

De Beers Prospecting Botswana
PO Box 404331

Gaborone

Tel: +267 (0) 391 9962

Fax: +267 (0) 395 9106

Debswana Diamond Company
PO Box 329

Gaborone

Tel: +267 (0) 361 4200

Fax: +267 (0) 395 2941/6110

Diamond Trading Company Botswana
Private Bag 0074

Gaborone

Tel: +267 (0) 364 9000

Fax: +267 (0) 364 9999

Canada

De Beers Canada

Toronto Office, Suite 300
65 Overlea Boulevard
Toronto, M4H 1P1, Ontario
Tel: +1 (0) 416 645 1710
Fax: +1 (0) 416 429 2462

India

De Beers India

Advanced Business Centre

83 Maker Chambers VI

Nariman Point, 400 021, Mumbai
Tel: +91 (0) 22 2283 2971/27
Fax: +91 (0) 22 2283 2823

Printed on Revive 50:50 made from 25%
de-inked post consumer waste, 25% pre-
consumer waste and 50% virgin fibre. All
pulps are Elemental Chlorine Free and the
manufacturing mill is ISO 14001 certified.
Use of the Forest Stewardship Council
(FSC) logo identifies products that contain
wood from well-managed forests certified
in accordance with FSC rules.
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De Beers Family of Companies
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Cover caption: The Jwaneng mine, Botswana.
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Luxembourg

De Beers Société Anonyme
BP591, L-2014 Luxembourg
Tel: +352 (0) 264 8711

Fax: +352 (0) 264 871 303
Namibia

De Beers Namibia

PO Box 23132, Windhoek, 9000
Tel: +264 (0) 61 204 3444

Fax: +264 (0) 61 204 3445

Namdeb

PO Box 1906, Windhoek, 9000
Tel: +264 (0) 61 204 3333
Fax: +264 (0) 61 204 3334

Namibia Diamond Trading Company
PO Box 23316, Windhoek, 9000

Tel: +264 (0) 61 204 3222

Fax: +264 (0) 61 204 3263

Russian Federation

De Beers Société Anonyme

Suite 1240, Ducat Place IlI

6 Gasheka Street, 125047, Moscow
Tel: +7 (0) 495 589 1070

Fax: +7 (0) 495 589 1071

South Africa

De Beers Consolidated Mines
PO Box 616

Kimberley, 8300

Tel: +27 (0) 53 839 4111

Fax: +27 (0) 53 839 4210

Tanzania

Williamson Diamonds

PO Box 9470, Dar es Salaam
Tel: +255 (0) 28 276 3872
Fax: +255 (0) 28 276 2965

United Kingdom

Diamond Trading Company
17 Charterhouse Street
London, ECIN 6RA

Tel: +44 (0) 20 7404 4444
Fax: +44 (0) 20 7831 0663
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forests and other controlled sources
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General enquiries

De Beers Corporate Headquarters
Private Bag X01

Southdale 2135

South Africa

Email: info@debeersgroup.com

Telephone: +27 (0) 11 374 7000
Fax: +27 (0) 11 374 7700

www.debeersgroup.com






