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Summary 
Rockwell Ventures Inc (“RVI” or “Rockwell”) is a TSX Venture listed diamond 
mining company that has acquired 51% of three operating alluvial mines in South 
Africa. This is scheduled to rise to 74% with approval of an inward listing of the 
companion the Johannesburg Stock Exchange. The balance of ownership will be 
purchased by a Black Economic Empowerment (BEE) partner. 

Diamond production from current operations average 2 000 carats per month of 
predominantly large gem diamonds (+2 carats per stone) with a high average 
value of over $1 500 per carat generating revenue of around $36m per annum. 
This is equivalent to a kimberlite mine producing around 450 000 carats per 
annum at an average value of $80/carat. 

The current resource in the Rockwell assets is estimated at over 85 million tones 
of alluvial gravel with an estimated average grade of 0.37 carats per hundred 
tonnes and an average value of $1500 per carat. 

Operational efficiencies and the use of appropriate technology developed over 
twelve years result in operating margins typically in the region of 40-45%.  

Management has implemented systems to improve production by 15-20% with a 
target date of mid-2007. Operational management, including the previous 
owner/operator believe this target will be achieved. Currently operations are 
improving operating efficiency and moving to continuous mining operations over 
a 12 month year. 

Rockwell has is actively pursuing the acquisition of the Middle Orange River 
assets owned by Trans Hex. Acquisition of these assets will double the resource 
base to 175Mt of diamondiferous gravels at a grade of between 0.35 and 0.5 
carats per hundred tonnes (cpht). Successful completion of this acquisition will 
position Rockwell as the largest producer of gem diamonds in the Middle Orange 
River area and could lead to further consolidation of properties in the area. 
Rockwell low operating costs provide considerable uplift in value for these 
resources. 

Management has a proven track record with Dr. John Bristow (President and 
COO) holding a PhD in geology and over 30 years of experience in the diamond 
industry and over ten years experience in the Middle Orange River alluvials 
having listed Gem Diamond Corporation in 1998. Gem was bought by Trans Hex 
in 2001. The Operations Director, Hennie van Wyk, a mechanical engineer, has 
developed and successfully implemented the alluvial operations for the past 12 
years.     

There is a growing shortage of diamonds, with the deficit forecast to increase 
rapidly from 2008 as demand continues to grow and supply remains relatively 
static. The shortage is particularly acute in the large diamond category. Price 
increases in this niche (+2 carats), where Rockwell’s production lies, tend to be 
higher than the market average. 

Discounted cashflow models and forward price to cashlfow multiples indicate that 
Rockwell offers significant value at the current market price, with a current 
valuation indicating a share price target of 90 cps. The market capitalization 
should grow to C$160m within the next two years.  

TSX listed owning 51% of 
operating mines; going to 

74% on inward listing into SA 

Production value of $36m per 
annum- equivalent to a 

kimberlite producing 450 000 
carats per annum 

Current resource base of 10 
years 

High margins 

Production to increase 

Major acquisition in the 
pipeline 

Management has a track 
record 

Global shortfall of diamond 
supply 

Rockwell to grow in size and 
value 
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Rockwell Ventures Inc (TSX-V:RVI) 
Rockwell Ventures Inc is a Canadian company listed on the Toronto Venture 
Exchange under the code RVI with a current market capitalization of C$35m. The 
company is preparing for a C$45m equity raise at an estimated C$0.50 per 
share. Currently there are 68 million shares issued. Current growth opportunities 
should see the market capitalization grow to over C$160m within the next two 
years. 

During 2006 RVI acquired 51% of three operating alluvial mines situated in South 
Africa along the Vaal and Orange Rivers. The operations produce around 2 000 
carats of diamonds every month with a high average diamond value of around 
$1500/carat. This compares with a global average of around $80/carat. This is 
the equivalent of a kimberlite mine producing around 450 000 carats per annum.  

RVI is listing on the Johannesburg Stock Exchange in 2007 and immediately 
upon listing will issue shares to acquire an additional 23% of the operations. In 
terms of South African legislation it is required to have a Black Economic 
Empowerment Partner (“BEE”) holding 26% of operating mines by 2014; the BEE 
partner is buying the remaining 26% in 2007. 

Rockwell’s management has a proven track record. Operating management is 
from South Africa with Dr. John Bristow as President and COO and Hennie van 
Wyk as Operations Director. John Bristow has over 30 years experience in the 
diamond industry and has been involved in the Middle Orange River alluvials for 
over ten years, having started Gem Diamond Corporation in 1998. Hennie van 
Wyk has been running the family business for the last 13 years and has grown 
the alluvial diamond mines to the present status of being a highly successful and 
low cost producer. Both are highly regarded in diamond circles in South Africa. 

RVI is part of the Hunter Dickinson group of companies (www.hdgold.com). The 
principals of Hunter Dickinson are a group of mining entrepreneurs that have 
listed eight companies on the Toronto market with interests ranging from platinum 
(Anooraq), copper/molybdemum (Taseko Mines) copper/gold/molybdemum 
(Northern Dynasty Mines) to diamonds (Rockwell). A full list of Hunter Dickinson 
companies and information on them can be found at www.hdgold.com. 

Directors of Rockwell include Dr. Mark Bristow, Ron Thiessen and David 
Copeland. Dr. Mark Bristow is highly regarded in international mining and 
investment markets and is the CEO and founder director of Randgold Resources 
with a market capitalization of US$1.5bn. Ron Thiessen is the Chairman of the 
Board and a Chartered Accountant with experience in mergers and acquisitions 
and re-organization of companies. Mr Thiessen is President and CEO of Hunter 
Dickinson Inc. based in Vancouver Canada.  David Copeland (CEO) is a 
professional geological engineer and a director of Hunter Dickinson. 

Current market cap C$35m to 
grow to C$160m 

Acquired 51% of operating 
mines 

Inward listing onto JSE to 
increase ownership 

Management highly regarded 

Part of Hunter Dickinson 

Directors give board strength 
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Global Diamond Market – An investment case 
World diamond production grew from 117m carats in 1998 to 136m carats in 
2006 with a peak of nearly 147m carats in 2007. However this is not the 
important measure (unless you are an Indian diamond cutter); the dollar value of 
production is more important. Global diamond production has grown from $7.5bn 
in 1998 to an estimated $10.5bn in 2006. Major contributors to this growth have 
been Canada (+$1bn), South Africa (+$900m), Botswana (+$900m) and Angola 
(+$500m). Declines in production have come from the artisanal or unofficial 
sources (-$600m).  

There is a growing diamond shortfall developing from 2008 and prices are 
expected to show upward momentum from 2008 on. Recent market 
developments have shown prices increasing in January, post the good Christmas 
sales in America, however these may not be sustainable later in the year. We 
anticipate flat to slightly higher prices, on average, in 2007. 

The diamond market is not uniform and is fragmented with prices in some types 
of diamonds moving up whilst others may come down. The major differentiator in 
the diamond market is size. Diamonds of over two carats in the rough are about 
45% of global production by value and yet are only around 7% by volume. 
Australia produces around 20% of the worlds diamonds by volume (down from 
around 35% in 1998) and yet this only accounts for around 4% of value. 

Figure 1:   Production by volume 
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Source: Kalahari Diamonds IPO Document- Report by Tacy Ltd 

Figure 2:   Production by value 
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Larger diamonds are rarer than smaller diamonds and generally have seen 
higher than average price increases. It is estimated that the diamonds produced 
by Rockwell in the Middle Orange River area have seen prices double in the five 
year period since 2002.   

The World Wealth Report (Merrill Lynch and Capgemini) on High Net Worth 
Individuals (HNWI: Individuals with investable assets of over $1m) shows that the 
growth in the number of HNWI and their asset base is growing at a rate faster 
than global GDP. It is likely that this group of individuals (and those that aspire to 
be in this category) can afford to buy the large “luxury diamonds” typically 
produced from the Middle Orange River alluvials. It is anticipated that this group 
of wealthy individuals will continue to grow at rates exceeding global GDP growth 
and will continue to exert upward price pressure on large diamonds. 

Figure 3:   HNWI Ranks show 10 years of steady expansion 
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The global diamond market is covered in more detail in Appendix 1. 

Rockwell is well positioned to benefit from the increasing demand for diamonds 
and the ever widening gap between supply and demand for large diamonds. 
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Rockwell Operations 

Wouterspan 
The Wouterspan operation is situated on an extensive alluvial diamond deposit 
on the north or west bank of the Middle Orange River between the towns of 
Douglas and Prieska. The location of the deposit is shown in Figs:4 and 5. 

Figure 4:   Location of the Wouterspan project in South Africa 

 
 
The Wouterspan operation comprises two portions of the farm Lanyon Vale 376, 
namely Farhom and Okapi. The names Farhom and Okapi relate to the names of 
the companies that held the respective mining and prospecting permits for these 
portions of the farms.  

A resource estimate for an alluvial diamond property comprises three elements;  

• Volume or tonnage (cubic metres or metric tonnes); 

• Grade (carats per tonne or more commonly carats per hundred tonnes 
(cpht)) and; 

• Diamond value (dollars per carat or $/ct) 

 

Wouterspan on the Middle 
Orange River 

Wouterspan - Middle 
Orange River 

Kimberley 
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Figure 5:   Location of Wouterspan in the Northern Cape 

 
 
 
Drilling conducted to date on the alluvial terrace at Wouterspan has indicated a 
gravel deposit of around 65 million tonnes (“Mt)”. The grade reported for 
Wouterspan in the 43-101 technical report (March 2006) is 0.55 carats per 
hundred cubic metres; the specific gravity generally used for gravels is 2.2 tonnes 
per cubic metre resulting in a grade of 0.25 carats per hundred tonnes. Diamond 
sales for the 9 months to January 2006 yielded an average price of $1277 per 
carat and $1250/carat was used in the 43-101 report. 

No resource has been defined for the property that would comply with the 
definitions for resource estimates that are in accordance with the NI 43-101 
requirements or the South African Mineral Resources Code (SAMREC). In 
general the only time that an alluvial deposit complies with these requirements is 
once it has been mined out! Nonetheless the author has found from experience 
of over ten years in analysing alluvial deposits on the Middle Orange River that a 
target grade of between 0.3-0.55cpht can be used as an estimate for Middle 
Orange River gravels. 

Diamond values tend to be high with over 85-90% of diamonds being of gem 
quality goods and over 70% of diamonds being larger than  2 carats per stone. 
The gem population comprises a high proportion of rounded stones (over 50% of 
stones, consistent with the alluvial nature), makables comprise around 30-35% 
and maccles make up approximately 15-20% of stones produced. The high 
proportion of rounded stones and sawables which provide high yields on 
polishing (>45%) plays a key role in ensuring a high average diamond price. 

Records from the period January to October 2006 show production of      8 891 
carats, at a grade of about 0.35 cpht and an average value of $2636/ct. In 
general a parcel of 2 000 carats is taken to be representative of grade and value 
for a deposit. There have been a number of large stones that have been 
responsible for the high average value per carat: 

Wouterspan on the Middle 
Orange River 

Gravel deposit of 65 million 
tones, 0.25 cpht, $1250/ct- in 

43-101 

High gem quality 

Large stones 

Location of 
Wouterspan 
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Figure 6:   156 carat D Flawless which sold for 
$5.7m ($37 000 per carat) in 2006 

Figure 7:   152 carat D Flawless which sold for 
$4.3m ($28 000per carat) in 2006 

  

Figure 8:   132 carat Intense Yellow which sold for 
$1.6m ($12 200 per carat) in 2006 

Figure 9:   39 carat D Flawless which sold for 
$858 000 ($22 000 per carat) in 2006 

  

 
 
These four diamonds accounted for nearly 60% of the revenue between January 
and October 2006. One may be tempted to say that they have skewed the 
revenue and the average price per carat. If one excludes these large diamonds 
from the sample population, the average price falls to $1200/ct. 

Appendix Three (Alluvial Diamond Deposits of the Middle Orange River) 
discusses the importance of the diamond distribution curve and why the large 
diamonds and large diamond values should be used in the valuation of the 
deposit. Large diamonds are an integral part of the distribution curve of the 
Middle Orange River deposits and their presence and contribution to the revenue 
line cannot be ignored. 

There is a case for the resource classification to be upgraded using production 
figures for 2006 in terms of grade and also value per carat. 

Production at Wouterspan for calendar 2006 has averaged just over 200 000 
tonnes per month with diamond production of just under 750 carats per month. 
Both January and December represent low production months with operation 
typically closed for a month from the middle of December to the middle of 
January, effectively resulting in an 11 month production year. 

Management is introducing new practices to maintain production for that 
additional month and “sweat” the assets. In addition there are plans to take 

High average value even if 
large stones excluded 

Cannot ignore large stones 

Case for resource upgrade 

Systems to increase 
production 
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production up to 600 000 tonnes per month by increasing the earthmoving fleet 
and separating the pre-strip and mining fleets. De-bottle-necking of the current 
plant and commissioning of a second plant, already on site, is expected to yield a 
significant increase in throughput with little capital expenditure. 

It is estimated, conservatively, that revenue per tonne is around $6 (2006 
production averaged $9.85 per tonne!) with costs around $2.50 per tonne. A base 
margin of $3.50 per tonne can therefore be used in estimating the operating 
profitability. The sensitivity of the operating margin depends on throughput and 
revenue is show in the table below. 

Table 1:   Wouterspan operating margin estimates 

Grade cpht 0.35 0.35 0.35 

Revenue/carat ($) 1700 2300 2900 

Revenue/tonne ($) 6 8 10 

Costs/tonne ($) 2.5 2.75 3 

Margin/tonne ($) 3.5 5.25 7 

Tonnes per month Dollars margin per month 
200,000 700,000 1,050,000 1,400,000 

400,000 1,400,000 2,100,000 2,800,000 

600,000 2,100,000 3,150,000 4,200,000 

 
At the current mining rate and average values being achieved the margin at 
Wouterspan should be around $1m per month. 

Low in situ value per tonne 
but good margins 

Margin estimates 

Profit $1m per month? 
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Holpan/Klipdam 
The Holpan and Klipdam properties are situated in a horseshoe on the Vaal River 
45km north west of Kimberley that is know locally as “The Bend” or “The 
Horseshoe”. This area has long been associated with alluvial diamond production 
and records show that HC van Wyk Diamonds has produced over 90 000 carats 
since 1994 and the operating profit in the last three years has approached 
R130m. 

Figure 10:   Location of the Holpan/Klipdam Properties in relation to 
Kimberley 

 

An inferred resource of just over 25 Mt has been drilled out on the property. An 
additional gravel terrace remains to be drilled and added to the resource 
statement.  The diamond value has been estimated from productions records for 
the period June 2003 to December 2005 at a value estimated at $850/carat. More 
recent data indicates an average value of $880/carat with an average grade of 
0.44 cpht (January to November 2006). This compares with average prices 
achieved for 2005 of around $1250/ct. 

Economic concentrations of diamonds are found in extensive tabular deflationary 
“Rooikoppie” deposits and in well developed palaeo-channels preserved by a 
hard calcrete cap. Underlying palaeo-channels containing primary gravels 
typically extend over several kilometers and are up to 500m wide in places.  

The Rooikoppie varies in thickness from a few centimeters to several metres and 
has an estimated average thickness in the order of 1metre. Solution cavities up to 
3 metres deep are found in the calcretised bedrock and form sharp discontinuous 

Holpan/Klipdam- 90 000 
carats from 1994 

3 year operating profit R130m 

In a good neighbourhood 

25 Million tones- 0.44 cpht at 
$850/ct 

Paleao channels up to 500m 
wide 

Solution cavities 

Location of the 
Holpan-Klipdam 
properties 
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depressions which have a high diamond trapping potential. These features are of 
key economic importance. 

Primary gravels are found in the palaeo-channels typically comprise the lower 
third of the sedimentary sequence and vary in thickness from 1 metre to 6 metres 
in thickness with an average of approximately 3 metres. The primary gravels 
comprise a poorly sorted assemblage of large boulders (up to 45cm in diameter) 
cobbles and pebbles in a sandy matrix that is considered to have been deposited 
by a meandering river system 

The higher prices achieved in 2005 are probably accounted for by the mining mix, 
with proportionately more material mined from the palaeo-channels in 2005 than 
in 2006. A higher proportion of Rooikoppie gravel in the plant feed will invariably 
result in a smaller diamond distribution. At this stage there is no indication that 
average diamond prices will revert to the higher $1250/ct.  

Production from the Holpan/Klipdam complex averaged 260 000 tonnes per 
month in 2006 due to unseasonal heavy rains in August and September 2006 
(down from nearly 300 000 tonnes per month in 2005) with a yield of 1 150 carats 
per month. Prices of around $880/ct result in revenue of just over $1m per month. 
Operating costs are in the region of R3.2m ($440 000) a month. It should be 
noted however that the current operating environment has only 11 months of 
production per annum with operations shut from mid-December to mid-January. 
Management is introducing new practices to maintain production for that 
additional month and “sweat” the assets. 

Management has on target a resumption of the 300 000 tonnes per month 
production target for 2007 and is aiming for a 50% increase in production in two 
years. This is likely to come about from a number of operational changes: 

• Increasing mining activities to 7 days per week 

• Increase mining activities to 12 months per year 

• Improve machine utilization by having a separate stripping fleet 

• De-bottlenecking of the plant 

The sensitivity of the dollar operating margin to grade and diamond value is 
shown in the following table. 

Table 2:   Holpan/Klipdam operating margin estimates 

Grade 0.44 0.53 

Revenue/ct ($) 880 900 

Revenue/tonne ($) 3.9 4.8 

Costs/tonne ($) 2.3 2.3 

Margin/tonne ($) 1.6 2.5 

Tonnes per month Dollar margin 
260,000 420,000 660,000 

300,000 490,000 760,000 

450,000 730,000 1,130,000 

 
At the current mining rate the margin should be around $400 000 per month. 

Basal gravels average 3m in 
thickness 

Higher prices in 2005 
because of mining mix 

Operating profit $400 000 to 
$600 000 per month 

Production to increase 

Margin estimates 
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It should be noted that the calculations shown so far for both Holpan/Klipdam and 
for Wouterspan are for 100% of the operations and do not reflect the cash flow 
attributable to Rockwell. 

Figure 11:   Location of Holpan and Klipdam in relation to Windsorton  

 

 

for 100% of operations 
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Kwango River Project (Democratic Republic of 
Congo) 
The permit for this area is held as a “permis d’exploitation” by Midamines SPRL 
(“Midamines”) a private DRC based company. The present exploitation permit is 
valid to the end of 2017 and be renewed thereafter. 

Rockwell has the right to evaluate approximately 50% of the permit area with the 
remainder held exclusively by Midamines. Rockwell has selected three blocks, 
each running 10km in a north/south direction to be the focus of their exploration 
programme. The entire alluvial deposits comprise an area of approximately 
129km2 along the eastern bank of the Kwango River which forms the boundary 
between Angola and the DRC. 

Under the terms of the agreement Rockwell is required to fund 100% of the 
capital and operating requirements and is entitled to 80% of the diamond profits 
and Midamines is entitled to 20% of the profits. Royalties amount to around 23% 
of the DRC value of the goods, which is typically lower than the value of the 
goods in Antwerp (because of the royalty). Marketing of the diamonds is done 
through Zoll and Company, an Antwerp based diamond firm.  

The structure of the deal is considerably better than most of the deals in 
neighbouring Angola where the mining companies are typically required to fund 
100% of the asset and are only entitled to around 30-35% of profits. The key 
question is the size and grade of the alluvial gravel deposits. 

Figure 12:   Location of the concession area in the DRC 
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Concession

Known
kimberlites

 

No value attributed to 
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The deposits are similar to those mined upstream in Angola by Sociedade de 
Desenvolvimento Mineiro de Angola (SDM) and International Trading and Mining 
(ITM) for many years.  

Diamond grades from small scale mining operations have been interpolated at 
around 5-6 carats per tonne with values of around $100-120/carat. This stage 
small scale mining is recovering diamonds from gravels in the river bed. 
Production is a couple of tons per day at two sites with hand sieving to classify 
the material and hand jigging taking place to produce a concentrate. The 
diamonds are hand picked and handed to a Midamines official. Despite this very 
inefficient and insecure operation production was several thousand carats per 
month. Production in September 2005 was around 2 700 carats at $110-
120/carat. 

Rockwell plans to delineate channels through geophysics and prospecting and 
once these have been identified will then embark on large scale earthmoving 
operations to divert the river where necessary and mine gravels down to bedrock. 

Rough estimates indicate there could be 60-70 million tonnes of diamondiferous 
gravel in the areas under agreement with an estimated grade of 25 cpht.  It 
should be stressed that these are very rough estimates from the technical report 
prepared for Rockwell and at this stage the DRC is considered to be very much 
“blue-sky” for Rockwell. 

Rockwell is budgeting to spend around US$7m in exploration (most of it on 
equipment) in the DRC in 2007. 

Galputs 
The Galputs project comprises a series of coalescing deflationary pans located 
on the paleao-Koa River in Namaqualand, South Africa.  

The first diamonds in the Koa Valley were discovered at the Galputs pan in 1936. 
Historical estimates of the gravel resource in the Galputs pan complex is around 
2 million tons with a grade of around 2 cpht. The average sale value from 
prospecting work done in 2004/2005 resulted in a value of $430/carat. 

If this grade and value is sustainable then the value of the gravels at Galputs is 
between $8 and $10 per tonne. Unfortunately the size of the resource is small 
and cannot support large scale mining operations that will result in economies of 
scale and low mining costs. The remote location of the asset will also increase 
costs and at this stage this deposit is considered to be uneconomical at this 
stage. It is necessary to evaluate whether a larger resource could be 
accumulated that could justify a mining operation. 

There are no other mining operations in this area that can be used to estimate 
profitability. 

High grades- lower diamond 
values 

Blue-sky? 

More blue-sky 
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Growth Strategy 
Exploration for primary sources of diamonds (kimberlite and lamproite pipes and 
dykes) has a high rate of cash burn, is inherently risky and has a long lead time 
to positive cash flow. 

Rockwell has therefore positioned itself primarily as a producer of alluvial 
diamonds with growth potential through acquisition and consolidation of alluvial 
ground in South Africa and elsewhere in Africa. 

Rockwell intends to act as a consolidator of alluvial diamond deposits in the area 
that it operates and bring technical expertise and economies of scale to these 
opportunities. Access to financial markets, through the Canadian and the South 
African listing, should help facilitate this process. 

An inward listing onto the Johannesburg Stock Exchange (JSE) is being pursued 
and the ability to offer shares to South African investors and mine operators 
should help the acquisition and consolidation process. 

The high value and unique quality of the diamonds produced at the existing 
Rockwell operations lead the way into beneficiation and marketing of the end 
product. At this stage Rockwell is aware that there is a large amount of value-
added between the rough diamond produced in the alluvial operations, the 
polished gem and then the final product. Strategic alliances to take advantage of 
this value gap are being investigated. 

Lastly, Rockwell will also explore for new deposits where there is a strong 
indication from existing operations that there may be primary sources proximal to 
its alluvial operations. 

Grass roots exploration burns 
cash and has long lead times 

Rockwell is a producer 

Consolidator 

Potential beneficiation in the 
high end of the market 

Lastly an explorer near 
existing deposits 
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Potential acquisitions 

Trans Hex Middle Orange Assets 
Rockwell is aggressively pursuing acquisition opportunities in the alluvial 
diamond sector in South Africa. In this respect it is a bidder on the Trans Hex 
properties located on the Middle Orange River between Douglas and Prieska 
opposite Wouterspan. If successful with the bid the company will acquire a major 
growth opportunity. 

The Trans Hex Saxendrift operation is situated across the river and slightly 
upstream of Wouterspan. Saxendrift was originally part of Gem Diamond 
Corporation listed in 1998 by Dr. John Bristow. Control of Gem was initially 
acquired by Tokyo Sexwale and was the first mining asset in what was to 
become Mvelaphanda Resources. Gem was reversed into Trans Hex, along with 
an option over Benguela Concessions. This transaction was driven at a corporate 
level (the Rupert family, through Remgro as the major shareholder in Trans Hex 
drove the deal). 

Saxendrift mine proved to be a mainstay of Trans Hex income in the period from 
2001 through to 2005. It is estimated that Trans Hex made R300m in profit after 
tax from this operation over this period. 

Trans Hex used the Tokyo Sexwale connection to introduce the company into 
Angola where the Trans Hex board believes the future of the company lies. With 
production at Baken increasing as a result of the commissioning of the big central 
treatment plant and the operations in Angola taking up more and more 
management time it was decided that, with increasing costs at Saxendrift, it was 
time to exit the Middle Orange River. Trans Hex announced the proposed 
disposal of these assets in early 2006.  

Trans Hex management have commented to analysts that they would like to get 
R100m for the assets. It is understood that the resource base is slightly bigger 
than the resource base in Rockwell. Rockwell paid an effective R200m for 85m 
tonnes of gravel, a working operation and management.  Assuming that the 
gravel resource is the most important asset this equates to R2.50 per tonne; (35 
USc).The acquisition price for the Trans Hex asset is therefore around R1 per 
tonne (14 USc). 

Using a grade of 0.4 cpht (the Trans Hex assets have a higher grade than the 
Wouterspan operation), a similar diamond value and using similar mining costs 
one estimates the following margin for the targeted assets: 

Saxendrift and other Middle 
Orange River deposits know 

by John Bristow 

Saxendrift was a mainstay in 
Trans Hex 

Trans Hex disposal rationale 

Relatively cheap gravel 
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Table 3:   Estimated margin for the targeted Middle Orange River Assets 

 Price Scenario 

 Lower Medium  Upper 

Grade cpht 0.4 0.4 0.4 

Revenue/carat ($) 1500 2000 2500 

Revenue/tonne ($) 6 8 10 

Costs/tonne ($) 2.5 2.75 3 

Margin/tonne ($) 3.5 5.25 7 

Tonnes per month Dollars margin per month 
250,000 875,000 1,312,500 1,750,000 

400,000 1,400,000 2,100,000 2,800,000 

600,000 2,100,000 3,150,000 4,200,000 

 
It is estimated that very little capital will be required to achieve a production level  
of 200 000 to 250 000 tonnes per month, producing 800-1000 carats per month. 
There are pan plants on site, a Dense Medium Separation plant and sort house, 
power, water and accommodation. The critical factor on the transformation will be 
to reduce costs to those currently in place on Wouterspan and Holpan/Klipdam. 
Management is confident this can be achieved within months 

A 1 000 carat per month operation should have at most a two year payback, 
taking into account the additional capital required to bring these assets back into 
production. If successful with the acquisition Rockwell intends to fast-track the 
expansion of the operation to a 2 000 carats per month production by adding new 
plant and earthmoving equipment. The diamondiferous gravel resource is 
considered capable of sustaining a 500 000 tonne per month operation for 16 
years.   

Immediately to the south of the Holpan/Klipdam property there is a gravel deposit 
with an estimated target size of 20Mt. Rockwell is in the process of negotiating 
this asset in order to extend the life at the Holpan/Klipdam property. 

Other 
RVI is evaluating other opportunities. 

 

 

Rockwell has lower operating 
costs 

Potential production of 1000 
carats per month 

Quick payback 

Properties adjacent to 
Holpan/Klipdam 
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Capital structure and the acquisition of HC Van 
Wyk Diamonds and Klipdam Mining Company 

In June 2006 Rockwell announced that it had entered into an agreement to 
acquire 51% of HC Van Wyk Diamonds (“HCVW”) and 51% of Klipdam Mining 
Company (“Klipdam”) through a structured deal with a South African company, 
Durnpike Investments (Pty) Ltd (“Durnpike”) 

Durnpike was owned by a group of South African mining entrepreneurs, including 
Dr. John Bristow and Dr. Mark Bristow (of Randgold Resources fame) 

The transaction was structured as follows: 

• Rockwell would acquire from the Vendors all of their shares and loan 
accounts in Durnpike Investments (Pty) Ltd for the issue of common 
shares to the value of R34m (US$4.6m) on the earlier of 1) the date of the 
JSE inward listing and 2) within 9 months from the signature of the 
Agreement in principle and thereby acquire Durnpike's interest in the 
Holpan/Klipdam operation, the Wouterspan operation, the Kwango River 
project and the Galputs project. 

• Holpan, Klipdam and Wouterspan are held and operated by HC Van Wyk 
Diamonds (Pty) Ltd (“HCVW”) and Klipdam Mining Company (Pty) Ltd 
(“Klipdam”). 

• Durnpike acquired the initial 49% of HCVW and 51% of Klipdam for the 
payment of R50m ($6.8m) on closing and a further R30m on the one year 
anniversary of the closing. Durnpike acquired a further 2% in HCVW for a 
further R1m ($0.14m) upon the required approval to introduce a working 
capital loan of R24m ($3.3m) in HCVW. Rockwell entered into a loan 
arrangement with Durnpike in order for Durnpike to fulfill these obligations.  

• Rockwell has a call option, and the Van Wyk Trust has a corresponding 
put option, to acquire a further 23% of HCWV and Klipdam for R60m 
($8.2m) payable in common shares. This exchange will become effective 
upon the completion of the JSE inward listing. 

• A Black Economic Empowerment Partner is expected to acquire the 
remaining 26% in HCWV and Klipdam for value. This BEE partner is 
Sandile Zungu of African Vanguard Resources (a subsidiary of ZICO 
Investments), a prominent South African with investments in the mining 
industry (Harmony and Aflease/Uranium One)  

• Rockwell proposes to spend US$7m on exploration and a feasibility study 
on the Kwango River project by August 31, 2007. This deadline can be 
extended to February 28, 2008 at no cost. For payment of additional $1m 
in shares, Rockwell may extend this to 31 December, 2008. 

• Upon completion of the feasibility study and if Rockwell wishes to retain 
the Kwango River Project, Rockwell must pay the vendors an amount 
equal to 60% of the valuation as determined in the feasibility study, with a 
cap of US$26m and a floor of US$13m. 

• Commit to spend and additional US$6m for the development of the 
Kwango River project within 16 months of completion of the feasibility 
study. 

Rockwell and Durnpike- June 
2006 announcement 

R34m for Durnpike- payable 
in shares 

R81m for around 51% of 
operations- cash 

Further R60m for additional 
23%- payable in shares on 

inward listing 

BEE to pay for stake of 26% 

Kwango River to cost more if 
it proves up 
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• Rockwell must pay the Vendors R9m (US$1.2m) for the acquisition of the 
Galputs project on the earlier of: 1) the date of the JSE inward listing or 2) 
within 9 months of the signature of the agreement in principle. 

All the common shares issued, with the exception of those paid to extend the 
feasibility deadline, will be held in escrow for a period of 12 months, provided that 
a limited portion will be released to meet certain obligations. 

Rockwell initially financed this acquisition through a $6m credit facility and a 
$9.5m issue of convertible promissory notes. Insiders participated in the 
promissory note issue and subscribed for $1.9m of the issue. Subsequently 
Rockwell raised $21m through the issue of one common share at C$0.50 with 
one warrant attached. The exercise of the warrant is at C$0.60 in the first year of 
issue, C$0.80 in the second year of issue and at C$1 in the third year of issue, 
provided that the company achieves Tier 1 status on the TSX Venture Exchange 
within the first two years. Insiders participated in this issue subscribing for $1.8 
million units. 

R9m for Galputs 

Financing structure 
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Table 4:   Details of shares issued and outstanding 

Capital Structure  Cash inflow 

Shares in issue 68,306,359  

Option shares  112,917  

Price 0.4  

Date 28-Sep-07 45,167 

Option shares  200,000  

Price 0.4  

Date 29-Feb-08 80,000 

Option shares  150,000  

Price 0.5  

Date 28-Mar-08 75,000 

Warrants 41,000,000  

Price 0.6  

Date 22-Nov-08 24,600,000 

Warrants 1,000,000  

Price 0.6  

Date 28-Nov-08 600,000 

Property acquisition 8,481,262  

Property acquisition 19,232,877  

Property acquisition 1,676,529  

Date for property acquisition: JSE Listing   

Total shares reserved for issue 71,853,585  

Total fully diluted shares 140,159,944  

Proposed capital raise (Q1 2007)   

Shares issued 90,000,000.0  

Price 0.5 45,000,000 

Warrants 90,000,000  

Price 0.6  

Date 22-Mar-09 54,000,000 

Fully diluted 
320,159,944 

  

Cash inflow C$  124,400,167 

 
Notes: 

1. It is assumed that the warrants are exercised during year one at the 
price of C$0.60 per warrant 

2. Share issued for the property acquisitions take place on the inward 
listing in South Africa 

3. Durnpike and the finder will hold around 5% of the shares on a fully 
diluted basis 

4. HC van Wyk will hold just under 9% on a fully diluted basis 
5. Hunter Dickinson principals will hold around 10% on a fully diluted basis 
6. The above calculations are done assuming no insiders participate in the 

share issue in March 2007. 
7. The proposed capital raise in Q1 2007 is detailed below 

Capital structure 
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A summary of the above table is shown below: 

Table 5:   Summary of capital structure 

Share/warrant Number Price 

Current shares in issue 68,306,359  

Options granted  462,917 C$0.43 (average) 

Warrants issued in 
November 

42,000,000 One year exercise of 
C$0.60; 

Two year at C$0.80; 

Three years at C$1.00 

Shares to be issued i.r.o. 
property acquisition 

29,390,668 Durnpike and HC van 
Wyk, upon listing in SA 

Proposed capital raise Q1 
2007  

90,000,000 Price to be determined 

Warrants to be issued in 
proposed capital raise 

90,000,000 Exercise to be determined 

Total shares assuming all 
warrants and options 
exercised 

320,159,944  

 
Assuming a share price of C$0.60 per share, the market capitalisation of the 
company after the above issues takes place will be around $160m. At this level 
the company is likely to qualify for interest from a wider investment community. 

The proposed capital raising exercise is primarily to finance the acquisition and 
recapitalization of the Trans Hex Middle Orange River assets. Proceeds will be 
utilised as follows: 

Summary of the structure 

Market capitalisation to grow 
to C$160m? 
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Proposed Capital Raise in Q1 2007 
It is proposed that the company raises additional capital in Q1 2007 in order to 
finance the acquisition of the Trans Hex Middle Orange River assets and also 
provide additional working capital to upgrade and increase the capacity of the 
mining fleet at Wouterspan. 

The following table indicates the use of capital if C$45m is raised and it should be 
noted that this amount may increase depending on market demand. At the time 
of writing the terms of the raise had not been finalised and may vary from those 
assumed.   

Table 6:   Proposed use of capital from capital raising exercise 

Proceeds of capital raising C$m 

Acquisition of Trans Hex assets 17.5 

Capital equipment  11.0 

Rehabilitation bond 1.0 

  

Stripping equipment for Wouterspan 7.5 

Working Capital 5.0 

Total requirement 42.0 

Plus costs 2.9 

Capital raising 45.0 

 

Capital raise to pay for Trans 
Hex Middle Orange River 

acquisition and expansions 
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Valuation model 
Discounted cash flow models have been used with information from 
management, the technical reports on Holpan/Klipdam, Wouterspan and the 
Trans Hex Middle Orange River operations. It should be noted that there are no 
reserves in terms of the SAMREC, JORC or CIMVAL requirements. 

Further, it should be noted that historic financial statements bear little relevance 
to operations going forward as the operations have not previously been 
consolidated. 

The following input parameters were used in the modeling: 

Table 7:   Input parameters 

 10 YEAR PROJECTION PERIOD 

Year 2007 2008 2009 2010 2011 2016 

US$:ZAR 7.35 7.3 7.57 7.5 7.5 7.5 

US$:C$ 1.17 1.15 1.15 1.15 1.15 1.15 

Holpan/Klipdam       
Tonnes mined (m) 3300 4200 4800 5400 5400 5400 

Grade 0.44 0.44 0.44 0.44 0.44 0.44 

Value/carat 900 900 900 900 900 900 

Operating cost US$ 2.60 2.30 2.20 2.20 2.20 1.98 

Wouterspan       
Tonnes mined (m) 2750 7200 8280 8280 8280 8280 

Grade 0.3 0.3 0.3 0.3 0.3 0 

Value/carat 2000 2000 2000 2000 2000 2000 

Operating cost US$ 2.60 2.30 2.20 2.20 2.20 1.98 

Saxendrift/MOR       
Tonnes mined (m) 1200 2750 3575 6600 7700 7700 

Grade 0.4 0.4 0.4 0.4 0.4 0.4 

Value/carat 2000 2000 2000 2000 2000 2000 

Operating cost US$ 3.40 2.60 2.30 2.40 2.30 2.30 

 
It should be noted that diamond prices are not escalated and the R$ exchange 
rate is kept flat over the ten year period. 

Operating cashflows for the operations are forecast as follows using these input 
parameters: 

No reserves that meet 
JORC/CIMVAL and SAMREC 

requirements 

Historical financials are not 
relevant 

Input parameters 

No escalation on diamond 
prices and no change in 

exchange rate-conservative 
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Table 8:   Operating cashflow forecasts 

Operating cashflow  2007 2008 2009 2010 2016 

Wouterspan/Holpan/ 
Klipdam USD 000s 6410 25010 25820 25530 24710 

Saxendrift USD 000s 5100 13900 19000 34800 40900 

Total operating 
cashflow USD 000s 11510 38910 44820 60330 65610 

Rockwells 74% 
interest 74% 8517 28793 33167 44644 48551 

Rockwell operating 
cashlfow C$ 000s 10000 33100 38100 51300 55800 

Cash flow per share  C$ cps 3.10 10.30 11.90 16.00 17.40 

Cashflow multiple on 
a share price of  55 
cps  17.7 5.3 4.6 3.4 3.2 

 
Discounted cash flow models resulted in the following valuation for Rockwell 

 

Table 9:   Discounted cashflow for Rockwell (10 year projection) 

   Discount Rate  

  0% 7% 10% 

Holpan/Klipdam/Wouterspan US$ 150 100 80 

Saxendrift US$ 170 100 80 

Total US$ 320 200 160 

Total C$ 370 230 190 

Effective 76% US$ 240 150 120 

 C$ 270 170 140 

Plus additional cash      

From warrants, capital raise etc C$ 121 121 121 

BEE contribution to Trans 
HexMOR C$ 4 4 4 

Total value C$ 395 295 265 

Fully diluted shares 320,159,944     

Value per share (fully diluted) C cps 120 90 80 

 
 

Forward operating cashflow 
multiple of 4-5 times 

Today’s value of C$0.90 per 
share at 7% real  
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Appendix One: 
 
The Diamond Market 

Introduction 
A presentation made to the World Diamond Conference in Perth in November 
2006 on the state of the diamond market can be accessed on 
www.allanhochreiter.co.za. 

Global diamond consumption has benefited from a period of synchronised growth 
in world economies and coupled with changing demographics in the United 
States that has seen the Baby Boom generation entering the high disposable 
income part of their life cycle.  

Diamond jewellery consumption has grown at an average rate of around 7% per 
annum since 2003. In the five years to 1998 the market contracted by around 
0.2% per annum and then grew at an average 3.5% per annum in the five year 
period to 2003. 

De Beers’ diamond stockpile which peaked at $5bn in 1998, when their sales 
were $3.3bn, has all but vanished. It is widely reported that De Beers are down to 
“working capital stocks” and the diamonds for their next sale are coming out of 
the ground now. This is, we believe is an exaggeration, but certainly we estimate 
that De Beers are down to less than three months level of diamond stocks. 

There are no new, large, diamond mines due to come into production in the next 
five years. Market growth of 5% per annum (2006 growth is estimated at 6-7%) 
adds an additional demand of over $550m of new production that is required 
every year to meet demand. This is equivalent of around one third of South 
Africa’s current production, or roughly 50% of Canada’s current production. 
Diamond production is forecast to grow to around $11.5bn by 2011. At this stage 
this growth forecast is looking unlikely to be achieved because most of this 
production increase is due to come from two Canadian mines that are having 
development delays; Victor (De Beers) and Snap Lake (De Beers).  

The market 
As noted above global diamond production is around $10.5bn with De Beers’ 
stockpiles having been drawn down to “operating levels” over the last five years. 
De Beers’ stocks peaked at $5bn in 1998 and are estimated to be down to 
around the level of one of De Beers’ “sights.” 

De Beers sells diamonds ten times a year at what is known as a “sight”. The 
select club of diamond buyers (there are around 90 “sightholders”) see their 
diamonds for the first time at the “sight”. 

Diamonds are “consumed” in the jewellery market and this market is largely 
dependant on the US consumer.  

 

Synchronised growth plus 
“Baby Boomers” 

Diamond jewellery 
consumption growing at 7% 

per annum 

Rough diamond stocks have 
gone- De Beers down to 

working stocks 

Market growth needs a large 
mine every year 
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Figure 13:   Estimated Share of Global Diamond Consumption 2006 

 

51%

15%

6%

6%

6%

16%

USA
Japan
Europe
Asia-Pacific
Asia-Arabia
Others

Source: Allan Hochreiter estimates 

Demand from this segment has not slackened in recent years and there seems to 
be no end in sight to the number of pieces of diamond jewellery that Mrs./Miss 
America wants. Indeed there is a culture of “heavy owners” having a higher 
propensity to buy another piece of jewellery and the movie “Blood Diamond” does 
not seem to have dampened demand in the United States. One of the factors 
behind the rise in diamond consumption in the United States is thought to be the 
changing demographics with the “Baby Boomer” generation coming into the part 
of their lives when disposable income rises and jewellery consumption increases 
(refer to James Allan’s presentation on www.allanhochreiter.co.za)  

Figure 14:   US Consumers – Increase/Decreases by Age (1995 – 2010)  

-10

0

10

20

30

40

50

60

70

Under 25 25 - 34 35 - 44 45 - 54 55 - 64 65 - 74 Over 75Under 25 25 – 34 35– 44 45– 54 55– 64 65– 74 Over 75
Age

Percent

 
Source: James Allan Presentation 2000 (Barnard Jacobs Mellett) 

 

 

US still consumes over 50% 
of world’s diamonds 

Blood Diamond appeared to 
have had no impact on sales 

Boomers growing in 45-65 
year age group 
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Figure 15:   Jewellery Expenditures by Age 
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Source: James Allan Presentation 2000 (Barnard Jacobs Mellett) 

 

With global consumption of retail diamond jewellery growing at an estimated 6-
7% per annum the demand for rough diamonds should grow at $600m to $700m 
per annum. This assumes that diamond stocks in the cutting centres (Antwerp, 
Israel, India, New York and to a growing extent China) remain static. Stock levels 
at these centres is considered to be high and is estimated at between $9bn and 
$11bn. This inventory has been growing as the retail market for diamond 
jewellery has grown and remains of concern to the industry. If there is a downturn 
in consumer demand this inventory is likely to cause a large decline in demand 
for rough diamonds. 

The rough diamond market is estimated to be in balance in 2007 and prices are 
forecast to remain static (on average) for this period. (James Allan’s presentation 
to the World Diamond Conference - November 2006). 

This does not mean that there will not be price movements within different 
diamond categories and throughout the year. Prices may rise early in the year as 
there is restocking after the good Christmas sales and prices may decline later in 
the year as the market re-balances. The price increase by De Beers in February 
2006 was typical of this and prices had to be ‘re-balanced” later in the year. 

The market appears to be in balance for 2007 with a deficit of around 5% in 2008 
growing to a deficit of around 12% in 2010.Growth in the market is forecast to 
outstrip any new mine supply that is currently anticipated. Demand growth of 
$600-700m per annum is more than the annual production from South Africa’s 
largest kimberlite mine, Venetia, which was brought into production fifteen years 
ago. The cumulative shortfall forecast to 2010 is approximately the size of the 
entire annual production from Botswana, the world’s largest producer of 
diamonds. 

 

 

Where they spend more on 
jewellery 

Diamond stocks in the cutting 
centres is high 

Market in balance in 2007? 

Prices will be volatile through 
the year 

Deficits growing from 2008-
2010 
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Figure 16:   Diamond Supply Surplus (Deficit) as a Percentage of Total 
Demand 
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The balancing of the market has to come through price increases as there is no 
significant new mine due to come on stream in the next 5-7 years. 

The diamond market is not uniform. There are many different types of diamonds 
and the most common form of differentiating them is in the size range. The larger 
the diamond the rarer it is and the more expensive the diamond is. A rule of 
thumb on size and price is that the price is exponential on size. Obviously many 
other factors come into play. Shape, colour and clarity being some of them  

It is estimated that 45% of global production by value comes from only 7% by 
weight and this is from rough diamond that are over 2 carats in weight. A carat is 
only one fifth of a gram. The following charts illustrate the distribution in size and 
value of global production. 

Figure 17:   Production by volume 
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Figure 18:   Production by value 
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It is generally acknowledged in the diamond industry that there is always a 
shortage of large diamonds and these stones are more resilient in any downturn 
in the market. The high net worth individuals that can afford to buy large 
diamonds tend to have more resilience to a slowdown in global economies! 

The large stone end of the diamond market has seen higher price increases 
since 2002 than the market average. For reasons more to do with the sharp 
decline in production levels at Rio Tinto’s Argyle mine in Australia the price of 
smaller (“Indian” goods, called this because small diamonds are cut and polished 
in India where labour costs are very low) the price of small diamonds has also 
risen more than the market average. Thus large diamonds and small diamonds 
have risen more than the average and the “average” diamond has seen its price 
increases lower than the market average since 2002! 

Rockwell is fortunate in that the diamonds that it produces are in the larger size 
category and is part of a niche market where not only are prices fairly resilient to 
market downturns but price increases are likely to be higher than the market 
average 

If the market grows at 5% per annum (2006 growth is estimated at 7%) this is 
estimated at around $550m of new production that is required every year to meet 
demand. This is equivalent of around one third of South Africa’s current 
production, or roughly 50% of Canada’s current production. The shortfall in 
diamond supply is forecast, at current prices, to be a cumulative $3bn from 2008 
to 2010. This is more than the annual production from Botswana, the world’s 
largest producer of diamonds.   

Large diamonds are always 
in short supply 

Price increase vary across 
categories 

Rockwell is well positioned 

Cumulative $3bn deficit from 
2008 to 2010 
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Figure 19:   Market Supply and Demand (Indexed to 2000) 
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Source: Allan Hochreiter estimates 
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Appendix Two: 
 
 
Origin of Alluvial Diamonds 
Until just over a century ago all diamonds were found in the gravels or 
conglomerates of active or extinct (paleo) rivers. The diamonds discovered in the 
Northern Cape were initially alluvial in nature but the subsequent discovery of 
diamonds in plugs of volcanic rock was the first time that the primary source of 
the diamonds was located. The rock became known as kimberlite and the town 
that was developed around the diamond deposits was called Kimberley after the 
Earl of Kimberley, Secretary of State for the Colonies. Subsequently lamproites 
which are broadly similar to kimberlite have also been shown to be a primary 
source of diamonds. The largest producer of diamonds in the world, by volume, 
the Argyle mine in Australia is lamproitic. 

Kimberlite pipes vary in age and have been eroded with the surrounding 
landscape over time. The diamonds contained in the eroded kimberlite have been 
transported away from the kimberlite pipe by stream and rivers and as the 
hardest known natural material, would survive the abrasive nature of the river 
transport process. However, being relatively brittle, diamonds would in fact be 
destroyed .Diamonds are relatively dense, with a specific gravity of 3.5 and 
therefore would remain behind during the winnowing process provided by the 
rivers. Thus the river action is important for a number of reasons: 

• Transporting diamonds over long distance from their original source, 

• Breaking down the poorer quality diamonds into smaller pieces, 

• Concentrating the diamonds in areas where the current winnows out the 
lighter fraction, 

• The winnowing action tends to sort the diamonds, thus the larger stones 
occur closer to the source and smaller diamonds are carried further. The 
converse of this is that if the deposit is close to the source then the 
smaller stones have not been destroyed in the river action and the 
average value of the deposit can be lower.  

• Heavy minerals tend to collect in so-called trapsites with the diamonds. 
The presence of heavy minerals can be used as an indicator of the 
possible diamond deposits. 

In general the grade of a kimberlite pipe is higher than that of an alluvial deposit 
(Table 10). There can however be a wide variation of grade within an alluvial 
deposit and the presence of diamond traps (such as pools at the bottom of a 
waterfall, deep pot holes etc) can cause localised enrichment. One also finds that 
the sorting and classifying action of the river improves the average value and 
quality and value per carat.  

The deposits currently mined by Rockwell tend to be more tabular in nature and 
uniform in terms of grade distribution with little localized enrichment.  

Over a century ago all 
diamonds were alluvial 

Kimberlites eroded and 
diamonds transported and 

sorted 

Kimberlites higher grade, 
lower value per carat 
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Table 10:   Various Kimberlite and Alluvial deposits: Grade and average 
value per tonne 

Name Type 

Grade 
Carats per 
hundred 

tonnes(cpht) 

Average 
value per 
carat ($) 

Average 
value per 
tonne ($) 

Marsfontein* Kimberlite 270 135 365 

Diavik Kimberlite 390 60 234 

Jwaneng Kimberlite 156 110 172 

Koidu PipeOne Kimberlite 60 220 132 

Ekati Kimberlite 75 170 128 

Koidu PipeTwo Kimberlite 40 220 88 

Venetia Kimberlite 144 50 72 

Orapa Kimberlite 95 63 60 

Lethlakane Kimberlite 30 165 50 

AK6 Kimberlite 25 140 35 

Finsch Kimberlite 37 45 17 

Kofiefontein Kimberlite 6 200 12 

Cullinan Kimberlite 28 40 11 

Paardeberg East Kimberlite 10 100 10 

Namaqualand 
Mines 

Alluvial  9 120 11 

Baken Alluvial 1.5 800 12 

Saxendrift Alluvial  0.4 1500 6 

Holpan/Klipdam Alluvial 0.5 900 4.5 

Wouterspan Alluvial 0.35 2000 7.5 

Port Nolloth Marine N/A 300  

HondeklipBay Marine N/A 135  

De Punt  Marine N/A 325  

Sources: Various annual reports and documentation. As the dates of these vary there may be 
variations in grade or value over time. 
*Mined out in 18months with a revenue of around $250m 

It can be seen that the Middle Orange river alluvial deposits have a low rand 
value per tonne and the economic mining of these requires high volume 
production with tight cost and capital control. 

Middle Orange River and 
Vaal River deposits low value 

per tonne 
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Summary: 
• Kimberlites have much higher capital costs and operating costs than 

alluvial mines 

• Kimberlites in Canada have higher capex and operating costs than those 
in Southern Africa 

• In general Southern African kimberlites have operating costs of around 
$10 per tonne whilst Canadian mines have operating costs of around 
$40 per tonne. Operations in Angola and Sierra Leone have high 
operating costs of around $40 per tonne. 

• The Rockwell alluvial operations manage to have margins of around 
50% despite the low value per tonne of the diamondiferous gravels. 

• The Saxendrift/Middle Orange River operations of Trans Hex have a 
higher value per tonne than Wouterspan. 

 

Kimberlites have higher 
capital and operating costs 

Rockwell has low capital and 
operating costs 

Trans Hex Middle Orange 
River assets have a higher 

value per tonne than 
Wouterspan 
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Appendix Three: 
 
Alluvial Diamond Deposits of the Middle Orange 
River 
The Orange River is well known for the occurrence of alluvial diamonds.  Some of 
the better known operations are along the length of the river as shown in Figure 
20. 

Figure 20:   Diamond Deposits of South Africa 

 

The coastal alluvial deposits have been a major source of gem diamonds for over 
90 years: between 95 and 99 per cent of all the diamonds produced are of gem 
quality.  Due to a government clampdown on prospecting in the interior of 
Namaqualand in 1928, there were no developments of deposits along the 
banks of the Orange River until the early 1960’s.  The diamonds produced 
from the alluvial gravels of the Orange River since 1966 have proved to be of 
exceptional quality with dollar values typically 2 to 3 times higher than the coastal 
alluvial diamonds. 

Orange River well known for 
diamonds 
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It is no longer disputed that the coastal and alluvial diamonds were liberated from 
the known kimberlites in the Kaapvaal Craton.  It has been estimated that at least 
3 billion carats of diamonds have been released into paleo river channels and 
some of these were trapped in alluvial deposits and preserved in terraces and 
drainage channels.  Others found their way to the sea and were deposited in the 
coastal terraces and in the marine diamond mining areas. 

The first diamond discovered in South Africa (the Eureka, a 21¼ carat stone) was 
found in the area known as the Middle Orange River at De Kalk located upstream 
from Wouterspan. Despite this early discovery, the area has not seen the intense 
prospecting and mining operations which characterise the Vaal and Lower 
Orange River.  There are two primary reasons for this: 

• The area is overlain by a very hard layer of calcrete, 0.5-3m thick, 
which limited access to the underlying gravels.  A surface layer of 
Rooikoppie gravels typically overlies the hard calcrete layer.  These 
gravels have been mined locally over the last 70 years and several large 
stones of 100 carats have been reported.  Remnants of surface mining 
activity is clearly visible at the Trans Hex owned Saxendrift operations 
which lie across the Orange River from Wouterspan. 

• In many areas the gravels (including the Rooikoppie gravels) 
include a high proportion of banded ironstone.  The high density of 
banded ironstone makes the treatment of gravels difficult.  The inclusion 
of a material denser than diamonds makes gravity separation of the 
diamonds difficult and diamonds may be discarded with the light fraction 
from recovery pans. 

In the area between Douglas and Prieska, a number of terraces have been 
preserved at varying elevations on both banks of the Orange River.  There are 
three general elevations above the present river: 

• Low Level Terraces  0-20m above the present river 

• Intermediate Terraces  30-60m above the present river 

• High Level Terraces  75-105m above the present river 

 

In general it has been found that the diamond content of the higher level terraces 
exceeds that of the Lower terraces. However there is some dispute about this 
generalisation between geologists and as some terraces have been reworked 
and deposited at Lower elevations this generalisation does not always hold true. 

Higher level terraces are found on Wouterspan and comprise a sedimentary 
package of red oxidised surface material dominated by banded ironstone 
(Rooikoppie), a hard layer of calcrete and silcrete cemented gravel overlying 
loosely cemented coarse boulder gravels and sandy lenses.   

First diamond in SA was an 
alluvial 

Difficulty in exploiting the 
alluvials 

Various terrace levels 

Sedimentary package 
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Figure 21:   Wouterspan 

 

Figure 22:   Holpan 

 

The sedimentary package overlays an undulating bedrock topography of 
Dwyka tillite and shale.  The composition of the basal gravels and the 
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topography of the bedrock indicate the deposition occurred during a period of 
reasonably high energy flow.  It would appear that the river system was of a 
braided nature and not of the very high-energy flow characteristics of the Lower 
Orange River. 

The Lower Orange River is typified by deposits that are extremely variable with 
areas of concentration in plunge pools e.g. at Baken (Trans Hex).  Typically the 
diamond distribution across the terraces found on Wouterspan and Saxendrift are 
more uniform than that found on the Lower Orange River. 

Exposures of the gravel package are seen in the current Wouterspan mining 
operations and in trenches on the property.  The basal gravels (varying from 1m 
to 6m with an average thickness of 3.75m over the property) are loosely 
cemented and easily excavated.  The calcrete is extremely hard and requires 
either ripping by a heavy (90 tonne) dozer or the use of explosives. 

Gravels in the terraces alongside the Orange River consist typically of rounded 
pebbles and boulders of older rocks among which quartzites are the most 
abundant.  Granite, gneisses, lava, metamorphic rocks, banded ironstone and 
jasper are also well represented.  In some cases the gravel is cemented with 
gypsum and calcrete to form conglomerate.  The main heavy minerals are 
riebeckite, epidote, magnetite, hematite and garnets. 

The ages of deposition of the Middle Orange River gravels are not well 
constrained but are considered to be broadly analagous with those of the Lower 
Orange River where the age of the gravels vary with the older (17-20 million 
years old) known as proto-gravels, tending to be higher and further away from the 
present Orange River than the younger (5 million years old), known as meso-
gravels.  The meso-gravels typically form expansive terraces adjacent to the 
modern river, as for example at Bloeddrif (a Trans Hex operation on the Lower 
Orange River).  A third gravel layer has recently been identified as over 30 million 
years old.  This terrace has been identified at the base of the B-16 trench at 
Bloeddrif and is called a pre-proto gravel.  The ore grades of the proto-gravels 
are generally higher than the grades of the younger meso-gravels.  Gravel 
terraces can also be re-worked by the river as it meanders away and then cuts 
back across the terraces.  The terraces are also frequently buried underneath 
overburden consisting of material that either contains no diamonds or is of a low-
grade material.  There is some indication that diamonds from the proto-terraces 
differ from those in the meso-terraces.  This would indicate that the Orange River 
drained different kimberlites at different stages of its life and there is evidence of 
two different populations of diamonds in those recovered at Wouterspan.  

The Middle Orange River deposits tend to average around 0.3-0.5 carats per 
hundred tonnes(cpht), fortunately this low grade tend sot be offset by high 
average values per carat. 

Every diamond deposit has a typical diamond size distribution curve. These 
curves are modeled by each diamond mining company, are used for predicting 
recoveries and are used to monitor metallurgical and security processes. The 
typical distribution curve for the Middle Orange River deposits is shown below in 
Figure 23. 

Plunge pools at Baken 

Ages of gravels 

Middle Orange River grades 

Diamond distribution curves 
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This curve was first published in a report on Gem Diamond Corporation- An 
Alternative to Trans Hex, published by stockbrokers, Barnard Jacobs Mellet and 
was written by James Allan in 1998. 

Figure 23:   Size: Frequency distribution – Middle Orange River 
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This curve shows that on average the deposits on the Middle Orange River will 
have 

• 90% of the stones in the size range of greater than 1carat per stone. 

• >30% of stones will be more than 10 carats per stone 

• Approximately 3% of stones will be more than 100 carats 

 

The value of production can be skewed by individual high value stones. 

Table 11:   In the last six months Rockwell has produced the following: 

Size (cts) Colour Value ($m) Value per carat 

156 D flawless 5.7 37 000 

152 D flawless 4.3 28 000 

132 Intense yellow 1.6 12 200 

39 D flawless 0.858 22 000 
 

Although some analysts may be tempted to discount the contribution towards 
value of the large stones when valuing the company the author believes these 
should be taken into account as they form part of the distribution curve of the 
deposit and these type of diamonds will be produced on a regular basis. They 
also raise the average value per carat to high levels. 

Important tool first used by 
Gem Diamond Corporation in 

1998 

Large stone distribution 

Large stone distribution 

Large high value stones 
recovered by Rockwell 

Are an integral part of the 
distribution curve 
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It should be noted that most of these average values are higher than that 
achieved by the “Lesotho Promise” found at Letseng diamond mine. Letseng is a 
kimberlite with a low grade but very high value diamonds and a distribution curve 
that looks more like an alluvial deposit than a kimberlite deposit. 

Economics of the Middle Orange River deposits 
The higher than average price achieved for the Middle Orange River diamonds 
does compensate for the low grades but the deposits still require efficient mining 
and capital costs as show in the following table. 

Table 12:   Value per tonne of gravel 

 Grade (cpht) 

Value per carat ($) 0.3 0.5 

1200 3.6 6 

1500 4.5 7.5 

2000 6 10 
 

It can be seen that the revenue per tonne of Middle Orange River gravel can vary 
from $3.60 to $10 per tonne if the grade varies from 0.3 cpht to 0.5 cpht and the 
diamonds vary in value from $1200/ct to $1500/ct.  

These values should be seen against a global average of around $80/ct. The 
global average value for diamonds is skewed towards the low end by low value 
production from mines like Argyle in Australia. Nevertheless diamonds from most 
kimberlites tend to cluster around $100-120/ct. Fortunately kimberlites tend to 
grade in the region of 100cpht and higher. 

In general the cost of kimberlite mining is significantly higher than that of alluvial 
mining. The host material is harder to mine requiring drilling and blasting and the 
amount of waste rock mined in order to expose the ore tends to be higher 
resulting in higher mining costs. Processing of kimberlite requires crushing and 
this and other metallurgical processes increase treatment costs. 

A rule of thumb on diamond mining costs for kimberlites is: 

• Kimberlites in Southern African mines - $10/tonne. 

• Kimberlites in Canada - $40/tonne 

• Kimberlites in Angola - $40/tonne 

Alluvial operations in South Africa have varying costs depending on the 
overburden stripping; the region and the efficiency of the operator. 

Trans Hex’s operations at Baken on the Lower Orange River have a high 
stripping ratio, with up to 40 metres of overburden having to be stripped off before 
the diamondiferous gravels are exposed. The Middle Orange River deposits tend 
to have very low or non-existent stripping ratios. The diamondiferous gravels lie 
virtually on surface, but the calcrete layer and sandy lenses tend to have low 
grades or cannot be treated. Mining and treatment costs for the Middle Orange 

Higher value per carat than 
“Lesotho Promise” 

Low operating costs needed 

Kimberlite mining and 
treatment costs higher 

Rule of thumb on costs 

Stripping ratios affect costs 
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River deposits tend to vary between R20 ($2.90) per tonne to more than R50 
($7.10) per tonne treated. 

Middle Orange River gravels with diamond revenues between $3 and $10 per 
tonne require a low cost and highly efficient operation. These tend to come with 
economies of scale and highly efficient operators and the use of appropriate 
technology, particularly in terms of the recovery process. 

An efficient operator using pan plant technology can process alluvial gravels on 
the Middle Orange River for as little as $2 per tonne treated. Thus gravel with a 
grade of 0.3 cpht and an average diamond price of $1200/ct is profitable on a 
cash cost basis. 

Capital investment in alluvial operations tends to be lower than that invested in 
kimberlite operations. A 3Mt per annum alluvial operation can be established for 
between R150m and R200m. Assuming a capital cost of R180m for a 3Mtpa 
operation the capital cost per tonne for a ten year operation is around $1per 
tonne. Adding this to the cash cost of an operation it can be seen that an alluvial 
operation requires gravel with a minimum value of $4 per tonne in order to break 
even. In order to provide a reasonable return on capital the gravel should have 
revenue of around $5-5.50 per tonne.   

This is significantly lower than that required for a kimberlitic operation in Canada, 
Angola and even in South Africa. 

The operations within Rockwell are Holpan/Klipdam and Wouterspan. 

The competent persons report shows that operating costs at these operations are 
between $2 and $2.25 per tonne.  

Table 13:    

 Holpan/Klipdam Wouterspan 

Grade (cpht) 0.53 0.3 

Average diamond value 
$/ct 

900 1250 

Contained value ($/t) 4.75 3.75 

Operating cost ($/t) 2.25 2 

Margin ($/t) 53% 47% 
 

These margins are quite healthy but it is understood that the average diamond 
prices reported in the competent persons report are reportedly lower than those 
actually being achieved and that these margins are considered to be 
conservative.   

If diamond prices average $1500/ct at Wouterspan margins increase to 56% and 
if they are as high as $2000/ct then these margins start approaching those of the 
platinum mines in South Africa; with a fraction of the capital cost. 

Low costs need in the Middle 
Orange 

Appropriate technology 

Lower capital in an alluvial 
operation 

43-101 show costs $2-$22.25 
per tonne 

Healthy margins for Rockwell 
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Appendix Four: 
 
 
Allan Hochreiter (Pty) Ltd 
Allan Hochreiter is a boutique corporate advisory company in the mining and 
related resources industries that will, where appropriate and where there is no 
conflict of interests, take principal positions in mining and related companies.  

Founded in October 2005 by James Allan, the company has advised on various 
mineral transactions, including the following:- 

• The partnership between Samadi Resources SA and the BEE Sefalana 
Consortium.  

• The acquisition by Diamond Core Resources Limited of Samadi 
Resources SA and the subsequent capital raising of R232 million for 
Diamond Core Resources.  

• The disposal of Koornfontein Mines by BHP Billiton to a BEE Consortium 
for R424 million and various market and royalty agreements.  

 

James Allan  
James Allan is a mining engineer with an MBA who has worked in the mining and 
mining financial services industries for the past 25 years.  James was a top rated 
diamond and coal analyst on the JSE whilst working at Barnard Jacobs Mellet.  

He was instrumental in gaining an extra $2-00 per share for shareholders when 
Anglo American and the Oppenheimer family delisted De Beers in 2001. 

James joined QuestCo, a corporate advisory boutique in 2003.  He left QuestCo 
in 2005 to form his own company. 

James has interests in Lesedi Drilling & Mining Company    
(www.lesedicontracting.co.za), an underground diamond drilling company and in 
Partners Drilling (www.partnersdrilling) , a surface exploration drilling company. 

 

René Hochreiter  
René Hochreiter, a mining engineer and geologist, joined James as a partner in 
November 2006.  René has worked in the mining and mining financial services  
industries for 25 years and was the top rated platinum analyst on the JSE for 10 
years in a row.  No other analyst has been rated first for 10 years consecutively, 
in a large JSE sector.  René was also rated number 1 small and midcap mining 
analyst for four consecutive years and has good insight into the iron-ore, 
manganese, chromite, antimony, copper, nickel, fluorspar and diamond sectors. 
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James and René graduated together in Mining Engineering at Wits University in 
the "Class of 82" and were partners at Anderson Wilson and Partners, a stock 
broking firm, from 1990 to 1995 when Anderson Wilson and Partners was bought 
out by Standard Bank.  They left Standard Bank to join Barnard Jacobs Mellet 
(BJM) in 1997.  James left BJM in 2001 to work on the Kaidu Kimberlite project.  
He rejoined BJM in 2002 as a mining financial analyst and left in 2003 to 
concentrate on corporate finance.  René left BJM in 2002 to join BOE (now 
Nedbank) first in the Securities and then in the Investment Banking divisions. 

 

Main Business 
• Corporate Finance 

• Mergers and Acquisitions 

• Fair and Reasonable Valuations 

• Equity Finance Raising 

• Listings 

• Purchase of Mineral Properties and improving value by use of subsidiary 
drilling business 
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Contact Details 

James Alllan Tel: +27 11 325-5457 
Mobile: +27 82 565-4507 
e-mail james@allanhochreiter.co.za 

 

Dr John Bristow Tel: +27 11 481-7200 
Mobile: +27 82 571-3004 
e-mail johnb@rockwelldiamonds.com 
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Disclaimer 

Allan Hochreiter (Pty) Ltd has prepared this report from information contained in the 43-101 documents prepared by the company; 
management interviews, several site visits and industry sources.  

Allan Hochreiter (Pty) Ltd has been retained as Corporate Advisor by the company to manage the inward listing process into South Africa 
and the associated capital raising. Allan Hochreiter (Pty) Ltd will also be participating in the capital raising envisaged for the first quarter of 
2007. 

Allan Hochreiter (Pty) Ltd currently does not own any shares in Rockwell Ventures Inc but may from time to time own shares in the listed 
security. 


