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EXECUTIVE SUMMARY 
 
Trans Hex Group Limited (hereafter Trans Hex) welcomes and thanks the National 

Treasury and joint Parliamentary Portfolio Committee for the opportunity to comment 

on the Draft Diamond Export Levy Bill.  Our submission contains the following key 

points: 

 

• Section 1  - Introduction to Trans Hex by way of background information 

covering our company status, location and nature of our mining operations, 

turnover and carat production, social responsibility initiatives and chosen 

marketing system. 

 

• Section 2  - Trans Hex’s view on the effectiveness of an export levy – we 

believe the net effect will be to simply reduce prices of unpolished diamonds 

within South Africa by the equivalent amount of the levy i.e. 5% and will have 

little material effect in ensuring that more goods remain within South Africa to be 

beneficiated.  Trans Hex believes there is no shortage of rough diamonds made 

available within South Africa and that it is economic forces that are driving 

goods to be exported.  The export levy will act as a subsidy to the local 

beneficiation industry and such subsidy will be borne solely by the very 

producers who can least afford to see a reduction in revenue, those who are 

operating the low grade and high cost alluvial projects. Almost all producers, 

other than De Beers, are tendering productions and Trans Hex proposes that 

exemption should be given to any producer that offers for sale 100% of its 

production locally under the “right of first refusal” principle.  Trans Hex further 

believes that the provision within the Bill referring to the small scale miners with 

productions of less than R10 million per annum might be reviewed to fit more 

efficiently with their marketing strategies.  In the case where an exemption is 

granted to a producer, we ask that such an exemption be given a period of 

notice, if revoked, to allow for a sufficient transition period in its marketing 

strategy.  

 

• Section 3  - Trans Hex has calculated what the net effect would have been on 

the previous year’s financial results if a 5% export levy had been in place at that 
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time.  These calculations also take into account a figure of 10% of production to 

be sold to the State Diamond Trader, as legislated, with the resultant discounted 

price that we believe will be inevitable (and is explained) from such sales. In 

effect, seven of Trans Hex’s eighteen operations employing 276 persons would 

directly have a negative income. 

 

• Section 4  – This section outlines what Trans Hex is currently doing to promote 

beneficiation of unpolished diamonds in South Africa, including the 

establishment of a fully BEE status polishing facility.  

 

• Section 5  highlights the key conclusions of this document. 
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COMMENTS FROM TRANS HEX GROUP LIMITED IN RELATION T O THE 
DIAMOND EXPORT LEVY BILL – PARLIAMENTARY PORTFOLIO COMMITTEE, 
NOVEMBER 2006 
 
 
1.0 Trans  Hex Group Limited  
 
1.1 Background   
 

a) Trans Hex is a Johannesburg and Namibian Stock Exchange listed rough 

diamond and marketing company with alluvial and marine mining operations in 

South Africa, Namibia and Angola. 

 

b) In South Africa our mining operations are located on the lower and middle 

Orange River and the West Coast. During the last financial year, Trans Hex 

produced and sold 161000 carats at a value of $148.15 million from its South 

African based operations. This amounts to +/- 10% of South African 

production by value and +/- 1% by value globally. Although very proud of 

being the second largest rough diamond producer by value in South Africa, 

our caratage production of only 161000 carats, compared to that in excess of 

14 million carats by De Beers, highlights the fact that Trans Hex is a small 

scale miner in the greater scheme of things. 

 
c) Trans Hex is however deemed to be a world leader in the mining and 

marketing of alluvial sourced diamonds. Our operations in South Africa are all 

high cost / low grade extraction deposits which results in us having to 

consistently ensure costs are low and revenue from sales of unpolished 

diamonds are maximised through an open tender system of sales. Trans Hex 

was the pioneer of the tender system in the 1980’s and this marketing strategy 

has now been successfully adopted, not only throughout South Africa for the 

small scale producers, but also internationally by a number of the major 

producers. 

 

d) Trans Hex is a BEE status company (one of the earliest to embrace this in the 

resources sector) and is fully compliant with, and in many cases exceeds the 

requirements laid out in, South Africa’s Mining Charter.  
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e) Trans Hex prides itself on being a socially conscious and responsible 

company and provides extensive direct and indirect employment and social 

upliftment in areas of limited socio-economic development. Highlights of this 

are: 

 

• Trans Hex has created in excess of 2000 direct jobs today in relation to its 

mining activities. The indirect employment figures push this figure 

significantly higher. 

 

• Trans Hex exceeds the minimum salary requirements within law with our 

lowest salaried employee earning some 20% over the legislative minimum 

level of pay for the sector. 

 

• 17% of Trans Hex employees are women compared to the 10% laid out in 

the Mining Charter. In addition, some 13% of management positions within 

Trans Hex are held by women. 

 

• Trans Hex has facilitated the establishment of, and supported, a number of 

BEE small scale contractual mining set up operations, both land and 

marine based. 

 

• Trans Hex has facilitated the establishment of, and supported, a number of 

BEE SMME’s in the areas in which it operates and is a major customer of 

these enterprises including transportation, accommodation and retail 

enterprises. 

 

• Payments to the Namaqualand Diamond Trust Fund have amounted to 

some R271 million since its inception. This money has been used to 

develop social projects and fund education and youth training thereby 

giving something back to the future of the communities in which we 

operate.  
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• Outside of the payments to the NDFT, Trans Hex makes a number of other 

donations and has been involved in the payment of teachers’ salaries, the 

upgrading of public roads etc. 

 

• Trans Hex has overseen and supported a number of community education 

programmes and human resources development projects. 

 

• Trans Hex is a member of the SA Preferential Procurement Forum and 

pursues the objectives thereof in its everyday operations. The total amount 

spent with BEE vendors in the 2006 financial year was R131million which 

amounts to 32% of our total procurement expenditure. 

 

• Trans Hex has for a number of years implemented, and had independently 

audited annually, a procedural “verifiable chain of warranties” from 

diamond production through to handling and sales as determined under 

the Kimberley Process. 

 

A number of these aspects play a critical role in the communities in which we 

operate – not beneficiation as determined in the value adding sense or in the 

objectives of the revised diamond related legislation, but, in our opinion, 

beneficiation of a more social nature nevertheless. 

 
 

1.2 The Trans  Hex Marketing System  
 

 Trans Hex has, since the 1980’s, chosen the sealed tender, or auction, 

sales system as its chosen marketing strategy. Effectively a tender system 

is a process of sealed auctions and the process is as follows:- 

 

a) The production is sorted and valued before being mixed into sales 

assortments.   

 

b)  These sales assortments consist of single stones through to parcels over 

1000 carats in weight. 
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c) The entire Trans Hex South African production is shown to the industry at 

the Johannesburg Diamond Bourse for a period of 12 working days 

whereby clients view the sales lots and calculate their valuations with a 

view to submitting their bids at the end of the viewing process. 

 

d) Appointments to view the production are made directly with the Bourse and 

sales are open to all persons who are in possession of the requisite 

licences under the current legislation. Demand for each Trans Hex sale is 

intense but generally all those that have registered their interest to see the 

production through an appointment, or through being on the waiting list, 

are given the opportunity to view during the two and a half week viewing 

period. 

 

e)  Those viewing are given up to two days each to value the production. 

 

f)  On completion of this viewing period, sealed envelopes containing the 

buyers’ individual  bids are submitted to the South African Diamond Board, 

where they are then opened at a given time by an Inspector of the Board 

together with a Trans Hex representative and often the Government 

Valuator. 

 

g) Those submitting the highest bids over the Trans Hex reserve price are 

then awarded the parcels in question. 

 

h) Those parcels that fail to reach the reserve price are exported to Antwerp 

for sale and all funds are repatriated to South Africa. 

 
 
1.2.1 Due to the nature of Trans Hex’s mining areas being low grade deposits, 

the cost of recovery for each carat of diamond production is significantly 

higher than those achieved in high grade alluvial or kimberlitic concessions 

and it is therefore an integral part of the business strategy that we are able 

to extract maximum value at our sales to sustain these operations. The 

nature of unpolished diamond valuation is subjective and, as such, 

opinions vary considerably from expert to expert on the correct market 
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value of an individual unpolished diamond or parcel; the tender system 

allows a producer to collect these differing valuations from potential buyers 

and sell to those that offer the highest of these. By way of example, in 

analyses performed by Trans Hex in the past, the differences in valuation 

can vary by over 100% between the highest and lowest valuations and in 

general it was found that the difference between the highest valuation and 

the average valuations is in the region of 25%. These variations are most 

extreme when considering stones in excess of 10 carats in weight.  

 

1.2.2 Trans Hex believes that, with the economic nature of its operations, the 

alternative marketing systems i.e. that of allocating goods regularly to core 

clients in a “sight” type of process would not provide the same revenue to 

sustain its operations as sales prices are based solely upon the one 

valuation of the producer and not several valuations. The tender system is, 

in our opinion, the truest sales system for determining market price and 

one based upon equitable access to the production given the requisite 

technical skills and financing. 

 

1.2.3 Trans Hex wishes to make clear that under the existing legislation within 

South Africa, 100% of its production is offered to the local industry, under 

the “right to first refusal” principle, prior to any export taking place. All funds 

from goods that are exported are repatriated to RSA within the legislative 

time frame that currently exists. 

 

1.2.4 Trans Hex does believe however that it is important for both ourselves and 

the other small-scale miners in South Africa that foreign buyers are allowed 

to participate in tender sales. The importance of this lies in the fact that the 

diamond industry is a truly global industry and prices are international in 

their nature.  As producers, the small scale miners produce a full range of 

unpolished diamonds in qualities, colours and models from large +10 carat 

sizes through to stones of a few points in weight. If marketing is described 

as “supplying the right goods, at the right price, in the right quantities, at 

the right time to the right clients” then it is an important part of any 

unpolished diamond marketing strategy that the seller can have 
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unrestricted access to the markets that can best process the product. 

Trans Hex would like to see a greater volume of unpolished diamonds 

processed locally before export, and our system allows for this based on 

price as the entire production is available for viewing in Johannesburg prior 

to any export taking place. However, the economic reality is that for some 

classifications of unpolished diamonds, international buyers are able to pay 

the highest price and the small scale producers have come to rely on 

having access to this international market price across the full production 

range in order to sustain and develop their operations. This maximisation 

of sales price has clear knock-on effects in terms of overall revenue, 

correct export values, foreign currency generation for South Africa, taxation 

payments, royalty payments, exploration expenditure and social upliftment 

projects within the mining areas. 

 
2.0  The Proposed Export Levy  
 
 Trans Hex would like to give our views on the effectiveness of an export 

levy in achieving the objectives of Government in creating greater 

beneficiation of the Republic’s unpolished diamond resources and 

respectfully make suggestions as to how this Bill might be amended by the 

National Treasury and Department of Minerals and Energy. 

 
2.1 Points Relating to the Implementation of an Export Levy on 

Unpolished Diamonds  
 
2.1.1 In analysing the Government’s desire to implement an export levy on all 

unpolished diamonds, there may be a number of objectives for doing so. 

These are:- 

 
a) To discourage the export of unpolished diamonds from South Africa in the 

belief that the supply of rough will increase locally; 

 

b) To subsidise the local beneficiation industry by the equivalent level of the 

export levy, in this case 5% or; 

 

c) To raise revenue for Government. 
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 In assessing these three objectives, it would be fair to say that it is only 

necessary to focus on a) and b) given that the Government has any 

number of ways to raise revenue from the sector. Trans Hex believes that 

points a) and b) are intrinsically linked and our comments on this are as 

follows:- 

 
2.1.2 Exports of goods from South Africa, outside of De Beers, currently occur 

for a number of reasons that are largely economically driven by the global 

industry and the introduction of an export levy is unlikely to prevent this. 

These economic forces are we believe the cost of financing working capital  

for a several month turnover period at interest rates considerably higher 

than those available in other cutting centres (and consequently much of the 

local industry is financed from overseas companies), the financing of the 

VAT obligation which adds to the borrowing requirements of the local 

industry and the relative cost of labour in South Africa compared to that in 

India or the Far East which effectively makes the margins on 

manufacturing less attractive in the smaller size ranges (our belief being in 

the ranges below three carats in weight). Trans Hex therefore believes that 

until the economic environment is more conducive to local manufacturing, 

the need to export will remain, and thus the net effect of the export levy will 

be to simply reduce the price of unpolished diamonds in South Africa by 

5% and,as such, will not result in any significant increase in the amount of 

unpolished diamonds remaining in South Africa. A reduction in price we 

believe will materialise due to the following:- 

 
a) Firstly, those who are buying in the open market from tenders to export, or 

those producers like Trans Hex that wish to have a free and open tender 

system with global competition in order to attain an international market 

price for their product from those parties that are best equipped to most 

efficiently manufacture such goods (which translates through the fact that 

they are able to pay the best price), will have to assess the value of goods 

in South Africa and then reduce their price by the equivalent amount of the 

export levy in order that when the goods arrive at their export destination 

their value is correctly priced compared to international markets rather than 
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5% expensive i.e. the full value plus the cost of the export levy. This will 

apply to producers, manufacturers and dealers alike. 

 
b) It will likely be argued that the export levy will allow South African 

manufacturers a 5% price advantage over any international competition 

seeking to buy unpolished diamonds in South Africa and this may be the 

case. However, an alternative scenario also exists whereby those buying 

for manufacturing in South Africa, in recognising that international 

competition will have a 5% cost burden to incur on any purchases as 

described in a), will also likely reduce their pricing levels by 5% in order to 

buy cheaper, and be given greater profit margins, safe in the knowledge 

that a large percentage of their buying competition will be determining their 

valuation and reducing such valuation by 5% to take account of the export 

levy. In either scenario where South African manufacturers are given a 5% 

price advantage or where they, like their internationally based 

counterparts, reduce their valuation prices by 5%, the export levy 

translates to a subsidy being granted to the South African manufacturing 

sector that will be borne solely by the producers at the first point of sale.  

 
2.1.3 In previous submissions to the Department of Minerals and Energy, Trans 

Hex has stated that it believes the amendments to the existing diamond 

legislation have been focussed solely on the issue of supply and the 

implementation of export duty is an extension of this. Trans Hex accepts 

that there are still great strides to be made with regard to equitable access 

for those classed as historically disadvantaged although this is not solely 

an issue of supply, nor is it an issue that will be improved through the 

implementation of the export levy. It is submitted that the focus should 

rather be placed upon breaking down the barriers to entry to an industry 

that involve high levels of expertise and financing. When one assesses the 

volumes of unpolished diamonds that are made available locally to the 

existing local industry through the DTC sights, the Trans Hex tenders 

(where 100% of production is offered for sale before export), Diamdel 

sales, the regular bi-weekly sales that take place in Kimberley, 

Wolmaraanstaad and Johannesburg, together with other producers’ sales 

that are presented in the same manner that Trans Hex goods are at the 
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Johannesburg Bourse, it is clear that there is no shortage of unpolished 

diamonds available for the local beneficiation industry to purchase. Trans 

Hex therefore believes that the implementation of an export levy is 

unnecessary if the objective of its implementation is to increase local 

supply.  

 

The real issues that need addressing, regarding the lack of growth in local 

beneficiation stem not from supply issues, but rather from questions 

relating to why other global cutting centres can compete better in the 

international environment than that which we have in South Africa. The 

industry as a whole is being asked to pay an export levy that could 

potentially have little or no beneficial effect in meeting the objectives of 

Government and we would urge that the National Treasury and the 

Department of Minerals to rather look at creating a package of strategic 

economic initiatives that would allow our South African beneficiation 

industry to compete equitably with the other cutting centres of the world 

rather than focus solely on the issue of supply.  

 
2.1.4 The Bill, as it stands, with its allowance for an exemption of the export levy 

for producers who are seen to be “supportive of local beneficiation of the 

Republic’s diamonds” we believe needs clarification as to the discretionary 

criteria that the Minister of Minerals and Energy might use in determining 

whether a producer is supportive or not. In its current format, we believe 

that there is the possibility that only by directly allocating goods to core 

clients will a producer be seen to be supportive of beneficiation. At present, 

there is only De Beers who allocate goods to core clients within South 

Africa and this is only after goods have left the borders of the country to be 

prepared with goods from other sources currently known as the “London 

mix” but soon to be the “Botswana mix”. We would ask the National 

Treasury and the Department of Minerals and Energy to recognise the fact 

that virtually all small producers in South Africa are now tendering their 

productions which not only makes a high volume of goods regularly 

available to all licence holders instead of a select few, but also allows for 

free market forces to determine the price, thereby maximising price for 
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these high cost alluvial projects which, in turn, gives greater sustainability 

potential. A move to an allocation system may prevent a reduction in price 

for the producers as far as the negative effect of the export levy is 

concerned but, as was outlined in section 1.2.2, sales prices would be 

based solely upon one valuation, that of the producer and would therefore 

fail to maximise revenue. This maximisation of revenue may not be such 

an important issue in high grade kimberlitic mining projects, where the 

margins are greater and there is a need to regularly move volume, but for 

much of South Africa’s diamond production the grades are low and the 

sales price is a key component in the viability of its mines.  

 
2.1.4 To elaborate on point 2.1.3 a little further, an important aspect when 

considering the Trans Hex production is that whereas now, under present 

arrangements, the entire production is made available to the South African 

industry and appointments to view the production are openly available to 

all South African licence holders, an allocation system of sales would see 

this production removed from the market and sold into the hands of a 

select few. Further to this, such is the nature of our business that any 

producer will be looking to sell to the strongest players in our industry who 

can best defend the price and efficiently manufacture and market the 

resultant polished. In effect, fewer goods would be openly available in the 

market under this system and, in all likelihood, only the current strongest 

players would benefit from this scenario. 

 
2.2 Suggestions Regarding The Draft Export Levy Bill  
 

2.2.1  Given our views on the effectiveness of an export levy in achieving the 

aims of Government with regard to greater beneficiation, Trans Hex would 

like to see an exemption of the export levy for all producers who are 

making available 100% of their productions in South Africa prior to any 

export taking place. Such an exemption would keep intact South Africa’s 

“right of first refusal” principle whilst allowing the small scale producers to 

maintain their revenue streams to keep low grade operations viable. Trans 

Hex in no way looks to export its production as a matter of principle; we do 

however look to, and require, the ability to achieve the international market 
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price for our product and if the market price being paid in South Africa is 

equivalent to that being paid internationally, a greater percentage of 

production will be sold locally.  

 

2.2.2 The draft Bill allows also for an exemption to producers whose “sales do 

not exceed R10 million per annum”.  Although the consideration of the very 

small scale miners is welcomed in the Bill, we would suggest that this scale 

of mining operation is not the type of mining operation that is currently 

exporting or has the logistical infrastructure in place to export and distribute 

overseas. It would seem more likely that such producers are selling within 

South Africa at present through tenders and that it is those that buy from 

such operations that are exporting the unpolished diamonds. We would 

therefore suggest that the National Treasury and Department of Minerals 

and Energy review this aspect of the industry to allow these small-scale 

producers, if they so wish, to export their production on behalf of those that 

buy through their tender sales. This would therefore negate the need for 

the buyers to reduce their price by 5%, as explained in section 2.1, and yet 

would still ensure that the “right of first refusal” principle remains intact. 

 

2.2.3  Where exemptions have been granted to a producer by the Minister of 

Minerals and Energy, Trans Hex would ask that there be a reasonable 

period of notice i.e. 6 months if such an exemption is to be revoked. This is 

requested in order that if a producer is obliged to change its marketing 

strategy, this can be a process that takes some considerable planning and 

would allow for a smooth transition rather than an “overnight” change 

which could effect revenue flows. Further to this, there is still much 

uncertainty regarding the timing of the changes in the new legislation and 

the regulations governing them and we feel it would be beneficial in the 

planning process, if the legislation and Minister of Minerals and Energy 

would allow it, that the existing agreements that the producers have in 

place through Section 59 Agreements be likewise given a period of notice 

of termination. 
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2.2.4 Trans Hex further believes that one of the criteria that might be assessed in 

the granting of an exemption from the Diamond Export Levy could be the 

producer’s level of compliance to the Mining Charter scorecard. 

 
 
 
3.0 The Economic Implications of a 5% Export Levy for Trans  Hex 
 
 
 In light of the proposed export levy being set at 5%, we have drawn up 

figures based upon the previous financial year which serve to illustrate the 

effects of the export duty. As the purchasing of a percentage of the 

production by the State Diamond Trader has already been legislated for, 

we have calculated how our financial figures for the financial year would 

have looked given that there was an export levy of 5% and 10% sold to the 

State Diamond Trader. In a previous submission to the Parliamentary 

Portfolio Committee we stated that selling a percentage of production to 

the State Diamond Trader would result in less revenue being received for 

those goods than if they were sold through the tender system of sales. In 

brief, our reasoning for this assumption is that the manner in which the 

State Diamond Trader is legislated to buy is through the use of only the 

producer’s valuation, that of the State Diamond Trader and a third party 

independent valuator (if agreement can not found between the principle 

parties). Based upon our experiences, both of valuations at our tender 

sales and in Angola and Namibia where buying or export valuations are 

done by only one party, we estimate that there will be a loss of revenue of 

some 20% on those goods bought by the State Diamond Trader. To 

explain further, when tendering, goods are sorted into a number of different 

sales lots according to market assortments of size, quality, colour and 

shapes. Trans Hex receives a number of valuations on each individual 

sales lot from potential buyers and selects the highest for each lot as its 

sales price. However, there are no parties who bid or have the strongest 

valuations on every sales lot so any particular valuator may be strong on 

one, or a few size ranges, but they will not be so strong on others. This 

inevitably means that across a full run-of-mine shipment a single valuation 

for all the lots will fall some way short of the full market price we are able to 
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achieve through selling by tender. Indeed, as was stated earlier, the 

analyses of our tender sales highlighted the fact that the difference 

between the winning price and that of the average is some 25%. As was 

explained earlier, these variances in price become ever more prevalent as 

one values the larger size ranges and our South African production holds 

some 75% by value in the ranges of two carats and above. We therefore 

maintain that the price we will receive from the State Diamond Trader will 

be some 20% below the full market price that we could attain by selling the 

same goods through tender. 

 
 The financial conclusions that could be drawn from our analysis of the 

audited accounts for financial year 2005/2006 based upon 10% being sold 

to the State Diamond Trader (20% discount) and 5% export levy on 

exported goods were as follows: 

 
a) Net income before tax would have reduced by 28%. 

 

b) Net cash flow would have reduced by 16%. 

 

c) Return on assets would have fallen from a current 24% to 17% - this figure 

falls below accepted normal industry standards given the risk and capital 

expenditure involved in alluvial mining 

 

d) Headline earnings per share would have fallen to a negative 8% which 

equates to a decline of 127% - levels that would make operations 

unsustainable as returns would not justify the expenditure and risk. 

 

e) Seven of Trans Hex’s eighteen operations employing 276 persons directly 

would have had negative income. It is a strategic policy of Trans Hex that 

there is no cross-subsidising of its mining operations and each is assessed 

on its stand-alone merits. 

 

f) Five of Trans Hex’s eighteen operations would have had a negative cash 

flow. 
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 Trans Hex, as a responsible and socially conscious operator, has always 

followed a policy of no enforced retrenchments and that remains our 

philosophy going forward. However, the above conclusions could make 

some operations unsustainable and impact on our ability to deliver the 

social benefits to the local communities in which we operate. 

 
4.0 Trans Hex’s Role in the Beneficiation of South Afri can Unpolished 

Diamonds  
 
4.1.  In terms of promoting the beneficiation of unpolished diamonds, Trans Hex 

is currently providing the following:- 

 

4.1.1  Trans Hex offers 100% of its production locally – this is offered at the 

centre of the country’s industry at the Diamond Bourse of South Africa in 

Johannesburg. No goods are exported without first being shown in South 

Africa. 

 

4.1.2  In addition to the larger sales, Trans Hex prepares a number of smaller 

sales each year that consist of small value lots for the low capital players in 

the industry. 

 

4.1.3  Given the legislation, as determined by the Diamonds Amendment Bill, 

Trans Hex will have a requirement through law to supply a percentage of 

its production to the State Diamond Trader once such a body has been 

established. 

 

4.1.4  Pending final Board approval, Trans Hex is currently in the process of 

establishing a polishing factory that will be a fully BEE status company 

managed and part owned by an historically disadvantaged person. Initially 

this unit will employ between fifteen and twenty persons and the 

shareholding will be structured to give a percentage stake of the company 

to an employees’ fund. Trans Hex has committed to supplying the unit with 

unpolished diamonds for a period of time. We wish to emphasise the fact 

that the manufacturing of unpolished diamonds is not our core business 
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and this step therefore represents a significant and high risk strategic move 

for Trans Hex. 

 
4.2  In terms of what Trans Hex is considering in the future to further the 

objectives of Government:- 

 

4.2.1  More regular tender sales comprising of  smaller parcels in order to reduce 

the finance levels required by the local industry players. We believe that 

financing is one of the key economic aspects that the South African 

industry needs to address and much of the industry locally is financed by 

established overseas companies. This is one of the economic forces that 

currently encourage exports of unpolished diamonds from South Africa. 

 

4.2.2  More regular small sales for the low capital and emerging players in the 

industry. 

 
5.0  Conclusion 
 
 By way of conclusion, we would like to highlight the main points of our 

submission: 

 

5.1  Trans Hex is a BEE status and socially conscious mining company that is 

providing considerable benefits and funding to the communities in which 

we operate. The nature of our mining concessions, being low grade 

deposits and high cost extraction, means however that we have to adopt a 

marketing strategy that ensures we receive the full international market 

value for our production, as determined through a tender sale strategy, in 

order to maintain these operations’ viability. Further to this, we believe that 

selling by tender is the fairest system of sales in terms of equitable access, 

as productions are presented to the industry at large and not to a select 

few exclusive clients. 

 

5.2  We believe that, due to the economic forces that influence our industry 

globally, the implementation of an export levy will have little material effect 

on ensuring that a greater volume of unpolished diamonds remain in South 
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Africa and that the net effect of such a levy will be to simply reduce the 

price of unpolished diamonds sold by those producers who do not allocate 

their productions to core clients by the equivalent level of the duty i.e. 5%. 

 

5.3  Trans Hex firmly believes that an export levy focuses solely on the issue of 

supply in trying to resolve the issue of creating a greater beneficiation of 

South Africa’s unpolished diamonds when in reality there is sufficient 

supply available. Trans Hex requests that the National Treasury and 

Department of Minerals and Energy focus on the economic environment 

surrounding the industry in terms of its regulation and incentives in relation 

to the other cutting centres of the world. 

 

5.4  The provisions for exemption within the Bill could be seen as favouring 

those producers that might choose to allocate to a core clientele, rather 

than tender a production, in terms of what might be seen as activities 

promoting beneficiation. It would therefore be beneficial to have 

clarification on the discretionary criteria that might be adopted by the 

Minister of Minerals and Energy in the granting of exemptions. The majority 

of producers in South Africa now tender productions for the reason that it 

provides the revenue streams to support their operations in a way the 

allocation of goods may not. A move by smaller producers to allocate to a 

core clientele may prevent a loss of revenue from the export levy, but 

would likely result in reduced sales prices based upon considerably fewer 

valuations. Also, it would be likely that these productions would then be 

sold to a select few clients, who are undoubtedly the existing strongest 

players, therefore having a very negative effect of reducing the levels of 

supply to the industry as a whole. 

 

5.5  Trans Hex believes the key principle in South Africa is to give the local 

beneficiation industry the “right of first refusal” on South African 

productions. In the best interests of sustaining the small producers 

however, this should be allied with the fact that there be open opportunity 

for the producers to receive the international market price for their product 

through the inclusion of foreign buyers. If prices paid by the local 
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beneficiation industry are competitive with their foreign counterparts, those 

goods will be sold locally in South Africa. Trans Hex therefore would like to 

see an exemption of the export levy on unpolished diamonds where 100% 

of the production has been made available for sale locally before any 

export takes place. 

 

5.6  Trans Hex has calculated the effect of a 5% export levy and 10% sale to 

the State Diamond Trader based upon the previous year’s financial results. 

Such a levy would have a significant negative effect on these figures and 

seven of Trans Hex’s eighteen operations, employing 276 persons, would 

have negative income. 

 

5.7  In terms of promoting beneficiation, Trans Hex already offers 100% of its 

production locally under the right of first refusal and offers small sales lot 

tenders to the smaller capital players in the local industry. In addition, 

pending final Board approval, Trans Hex is looking to establish a fully BEE 

status polishing facility and undertakes to supply such facility with 

unpolished diamonds for a period of time. The shareholding structure of 

the company will allow for an employee shareholding structure. In the 

future, Trans Hex may look to offer more tender sales and will be legislated 

to supply the State Diamond Trader when such a body is established. 

 

 

END 


