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Map of Operations

KEY

UNITED STATES
OF AMERICA

HOUS

Lo ™ ®
M Q/ =>

OFFICE RETAIL INVESTMENT
QUTLET

GEMFIELDS GROUP LIMITED

o Gemfields Group Limited
Guernsey, Channel Islands,
Registered Office

e Gemfields Services Limited
London, United Kingdom, London Office

GEMFIELDS LIMITED
o Gemfields Limited
London, United Kingdom, Head Office
e Kagem Mining Limited
Kitwe, Zambia, Mine (emerald)
e Montepuez Ruby Mining Limitada (MRM)
Montepuez, Mozambique, Mine (ruby)
o Megaruma Mining Limitada (MML)

Montepuez, Mozambique,
Development Asset (ruby)

AN

MINE

DEVELOPMENT
ASSET

Eastern Ruby Mining Limitada (ERM)
Cabo Delgado, Mozambique,
Development Asset (ruby)

Campos de Joia Limitada (CD]J)
Cabo Delgado, Mozambique,
Development Asset (ruby)

Nairoto Resources Limitada (NRL)

Mozambique, Development Asset

Web Gemstone Mining plc (WGM)
Yabelo, Ethiopia, Development Asset

Oriental Mining SARL
Madagascar, Development Asset

Gemfields India Pvt Limited
Jaipur, India, Jaipur Office

Genmfields South Africa (Pty) Limited
Johannesburg, South Africa, Sales Office

FABERGE

@ Fabergé (UK) Limited
London, United Kingdom, Head Office

@ Fabergé Dubai
Dubai, United Arab Emirates, Retail Outlet

@ Fabergé Harrods
London, United Kingdom, Retail Outlet

G Fabergé Inc
Houston, USA, Retail Outlet

INVESTMENTS
@ Sedibelo Platinum Mines Limited

Guernsey, Channel Islands, Investment

@ Sedibelo Platinum Mines Limited
Bushveld Complex, South Africa,
Mine (platinum group metals)

ANNUAL REPORT 2021

® 3

LONDON

a@ English Channel

GUERNSEY * &

SOUTH ’
AFRICA

BUSHVELD
COMPLEX

SOUTH AFRICA

AN

é

MOZAMBIQUE

GEMFIELDS GROUP LIMITED / 5




OVERVIEW

SECTION 1.2

Chairman’s Statement

The past year has seen Gemfields Group Limited (“Gemfields”, the
“Company”, “GGL” or the “Group”) bounce back strongly from the
diverse Covid-19 challenges it has faced. 2021 saw record-breaking
auction revenues at both Kagem Mining Limited (“Kagem”) and
Montepuez Ruby Mining Limitada (“‘MRM”). When combined with

strong revenues at Fabergé Ltd (“Fabergé”), this resulted in a record
USD257.7 million of Group-wide revenue being achieved.

No praise can be high enough for the Group’s employees. Gemfields’
teams across the globe have deftly navigated the Group through the
most difficult period in the Company’s history, making notable
sacrifices along the way. The Group has emerged from the Covid-19
crisis with a more flexible business model and robust balance sheet,
leaving it well-positioned to deliver both further growth and share-

holder returns over the coming years.

The Group’s operational teams restarted the Groups mining
operations after almost a year of suspended activities, doing so
without any major glitches — a considerable achievement, especially
given the excellent production levels they were able to deliver in a
shortened operating period.

A combination of the buoyant coloured gemstone market and the
significant contributions of the Gemfields Group teams have enabled
the Board to announce the Group’s maiden dividend to sharcholders.
The dividend of USD20 million, or approximately USDcl.7 per
share, will be distributed to shareholders during the first half of
2022. This represents a significant milestone for the Company and
provides encouragement that the Group can distribute dividends on
a consistent and sustainable basis going forward.

ONLINE BIDDING PLATFORM PROVIDES
VALUABLE OPTIONALITY

The new online bidding platform deployed by the Group for its
gemstone auctions provides important flexibility in a world still
hampered by Covid-19-related difficulties. In addition, Fabergé has
continued to increase its digital presence and online sales, providing
greater reach in promoting coloured gemstones to end consumers.

GEMFIELDS" SUSTAINABLE AGENDA

Climate change is a significant issue and the transition to a low-carbon
economy will create both opportunities and risks for all businesses.
Genmfields continues to map its understanding of the impact of
climate change in its countries of operation as part of its journey to
adopt the recommendations of the Task Force on Climate-related
Financial Disclosures (“TCFD”). Gemfields is aware that TCFD
recommendations are primarily aimed at premium-listed companies.
Nonetheless, the Board is setting the Group on the path of pursuing
compliance with TCFD as soon as is reasonably practicable.

Gemfields’ key tenet of transparency saw the Company launch the
“G-Factor for Natural Resources” during the year, a new transparency
initiative to assess the level of resource-wealth sharing by extractive
industries within deposit-hosting countries. The Group continues to
invite collaboration, input and support from other companies and

host countries in propagating this simple yet powerful initiative.

Gemfields is delighted with the progress that the Gemfields
Foundation (“the Foundation”) has made since its soft launch in
January 2021. The Foundation completed its first school project in
Madagascar as well as distributing 4,000 solar lamps to displaced
persons arriving within MRM’s district from the unrest which
occurred in north-castern Mozambique.

SHAREHOLDER ENGAGEMENT

At its Virtual Annual General Meeting on 24 June 2021, Gemfields
fell just short of the 75% approval threshold required for the non-
binding Remuneration Policy resolution — a significant improvement
on the prior year’s voting of 46%. In October 2021, the Company’s
Remuneration Committee hosted a virtual conference, inviting views
on the Remuneration Policy. Those shareholders who attended were
focussed primarily on the reform and components of the Company’s
Short-Term Incentive Plan and were largely ambivalent about the
Company’s Employee Share Option Plan, recognising the difficulties

IMAGE  Martin Tolcher, Chairman
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associated with reducing the number of options in issue. The
Company’s sharcholders also voted against the proposed resolution
to provide authority to Directors to issue new shares (up to 5% of the
existing shares in issue) for cash, at a minimum price of ZAR3.00 per
share. This outcome highlighted sharcholder views of the intrinsic
value in GGL's share price.

GOVERNANCE AND INTERNATIONAL PROFILE

Following a competitive tender process and a recommendation from
GGLs Audit Committee, the Board resolved to appoint Ernst &
Young LLP as its statutory auditor, commencing with the 2022
financial year, subject of course to ratification by sharcholders at the
Company’s 2022 AGM. It is the Board’s view that this change of
auditor promotes good corporate governance given the long period
that the incumbent auditor has been in place.

With Gemfields returning to London via an AIM listing of the
Company in February 2020, it was important for the Group to
increase its broker coverage and market presence in order to strengthen
its profile and reach a wider field of UK, European and other
international investors. Gemfields is now supported by regular
independent reporting through both of its house brokers and
Panmure Gordon. All recent research reports point towards the gap
between the Group’s net asset value and the Company’s current
market capitalisation. This value gap has remained even after the
Company’s excellent share price performance during 2021, trading at
highs of ZAR3.50 per share and yielding a 125% increase in value
during the year.

GEMFIELDS WELCOME A NEW ANCHOR SHAREHOLDER

The past year has also seen Gemfields welcome Assore International
Holdings Limited (“Assore”) as the Group’s largest anchor share-
holder. Assore is a South African group of good standing and repute
and with extensive mining experience. The Group welcomes Assore’s
representative, Patrick Sacco, to the Board of GGL as a non-executive
director. Patrick brings significant experience and knowledge to
Gemfields, most notably in African mining and international
marketing, at a crucial time in the Group’s history. After over cight
years on the Board, Dr Christo Wiese stepped down on 24 September
2021. On behalf of all my Board colleagues, I would like to thank
Dr Wiese for the valuable contribution he made during his tenure.

OUTLOOK

Looking ahead to the remainder of 2022, Gemfields' teams are
already hosting and welcoming a notable increase in supply chain
assessments and audits as jewellers and downstream customers strive
to better understand and document their supply chains. The coloured
gemstone sector has long been opaque and Gemfields™ focus on
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transparency means that it is uniquely positioned as the industry

rightly shifts to a “mine-of-origin” model and away from “country-of-
origin”. The shift to greater transparency and supply chain certification
will ultimately improve and strengthen the evolution of the sector.

Like the majority of the rest of the world, the Gemfields Board is
aghast and saddened by the atrocities accompanying Russia’s large-
scale military invasion of Ukraine. While the unrest and sanctions
imposed on Russia will impact the Group’s short-term energy and
fuel costs in the jurisdictions in which it operates, the overall risk and
exposure to Gemfields is considered presently to be low. Our thoughts
are with the people of Ukraine and those who have been affected by
these appalling events.

Challenges will always present themselves, but the Group’s
experienced, flexible and innovative workforce put Gemfields in a
favourable position to benefit from the step change observed last year
in market demand and prices within the coloured gemstone market.

The Gemfields team maintains its focus on being the global leader in
African emeralds, rubies and sapphires, promoting transparency, trust

and responsible mining practices.

Finally, once again I should like to place on record my gratitude to
colleagues on the Gemfields Board of Directors for their huge efforts
and support over this last financial year.

Martin Tolcher
Chairman
24 March 2022

IMAGE  Responsibly sourced cut and polished emerald, Kagem Mining, Zambia
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Chief Executive’s Statement

2021 was an “annus mirabilis” for the Gemfields Group, with the
Company robustly putting the challenges of 2020 well behind us. It
has been a privilege to see how the global Gemfields team has pulled
together to manage the assorted challenges posed by Covid-19, going
from strength to strength in such unpredictable times and finishing

the year with record-breaking auction revenues.

RECORD RESULTS REINFORCE STATUS AS WORLD'S
LEADING COLOURED GEMSTONE SUPPLIER

With the Group’s operations now firing on all cylinders again,
complemented by the buoyant conditions in the coloured gemstone
market, we are well-positioned as the world’s leading supplier of
responsibly sourced coloured gemstones.

Gemfields generated group-wide revenues of USD257.7 million with
EBITDA of USD133.1 million (2020: USD34.6 million in revenues
and USD32.9 million EBITDA loss; 2019: USD216.2 million in
revenues and USD80.9 million EBITDA). Revenues were pre-
dominately derived from stronger than expected emerald and ruby
auction revenues plus direct sales of Gemfields’ lower-quality emeralds
and beryl in India. Fabergé contributed a record USD13.8 million of
revenues during the year.

The Group generated a record USD118.1 million in Free Cash Flow
(as defined in the Finance Review), which was bolstered by lower-
than-average operating costs in the first quarter of the year due to the
suspension of the Group’s mining operations and the temporary

cutback in corporate costs.

Given Covid-19’s impact on Gemlfields™ ability to generate auction
revenues, our focus during the pandemic was on cash preservation.
Following the resumption of mining operations, all UK staff members,
including the Board of Directors, returned to their contractual salaries
from 1 April 2021, having endured a 20% reduction in remuneration
for almost a year while principal operations at Kagem and MRM were
suspended. We expect corporate and operating costs to return to pre-
pandemic levels now that our operations have returned to normal.

Like many other companies, we are seeing the impact of rising

inflation and this may contribute to higher operating costs in 2022
and beyond.

Normalised earnings for the year, after removing fair value movements
on Sedibelo and impairment charges, equate to a profit of USD61.3
million (2020: USD53.8 million loss; 2019: USD25.5 million profit).

At 31 December 2021, the Group was in a net cash position of
USD63.0 million (2020: net debt of USD12.6 million; 2019: net
cash of USD25.4 million) and held a gross cash balance of
USD97.7 million.

KAGEM MINING LIMITED, ZAMBIA

Principal operations at Kagem Mining Limited (“Kagem”) saw a
phased resumption from March 2021, with operations reaching
normal capacity by the end of May 2021, having been suspended in
March 2020 due to Covid-19. Thanks to the sterling efforts of our
team in Zambia, Kagem’s excellent production run of premium
emeralds has continued, growing quickly to above the levels seen
pre-pandemic. Production in the premium emerald category at
Kagem was 230,500 carats for the year (2020: 133,900 carats; 2019:
204,600 carats), an average of more than 25,000 premium carats per
month during the reduced period of operation in 2021 and the
highest annual total since 2011. Overall production at Kagem for
the year amounted to 32.0 million carats (2020: 9.4 million carats;
2019: 36.3 million carats) with 9.4 million tonnes of rock handled
(2020: 2.3 million tonnes; 2019: 12.6 million tonnes). During 2021,
we invested a modest USD2.3 million on replacement mining and
ancillary equipment and infrastructure improvements to ensure the
mine is Covid-19 compliant and our employees remain protected.
We expect in 2022 to increase our capital expenditure at Kagem to
pre-pandemic levels, with a primary focus on replacement machinery
and enhancing processing plant capacity.

Shortly before the pandemic we amalgamated Mbuva-Chibolele
(“Chibolele”) and 10 other licences previously wholly owned by

IMAGE Sean Gilbertson, Chicf Executive Officer
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Gemfields into Kagem. We are pleased with the contributions

achieved by Chibolele to Kagem’s overall output, with 3.9 million
carats produced from the Chibolele pit during the year. Furthermore,
after an internal assessment of the gemstone resources and reserves at
Chibolele, carried out by an internal “Competent Person’, a notable
upgrade has been applied to Chibolele’s “measured and indicated”
gemstone resources and “probable” gemstone reserves.

We welcome a change in taxation policy by the Zambian Government
whereby, from 1 January 2022, the mineral royalty of 6% of revenue,
previously not deductible for corporation tax purposes, will now
again be deductible. This is a positive supplement to Kagem’s future

margins.

Kagem generated USD91.8 million of revenues during the year
(2020: USD22.3 million; 2019: USD79.0 million), the best calendar
year performance since we acquired the mine more than a decade ago.
We continued with our successful “multi-city viewing with online
bidding” auction format throughout the year by hosting three such
auctions in 2021. Our end-of-year emerald auction was one of the
most hotly contested we have run to date, setting new records for
both the highest revenue and highest average price per carat achieved
at any Kagem auction. This auction also saw Kagem’s striking 7,525
carat “rhino emerald” successfully sold. Kagem was able to supplement
its 2021 revenues by expanding its direct sales programme for lower-
quality gemstones through Gemfields India.

Given Kagem’s strong cash flows and balance sheet, a USD6.0 million
dividend has been declared at the Kagem level, with USD1.5 million
payable to our 25% partner, the IDC of Zambia. This represents
Kagem’s first dividend since 2016, a testament to Kagem’s recent

performance.

IMAGE Operations, Kagem Mining, Zambia

Postyear-end, on 3 March 2022, GGL, Gemfields Limited and Kagem
received a letter of claim in respect of a case in the English High Court
on behalf of 11 individuals for personal injury and associated claims.
None of the defendants have however, to date, been served. Gemfields
and Kagem take allegations of this nature very seriously and have
instructed external legal counsel in order to robustly defend the case

should they be served.
MONTEPUEZ RUBY MINING LIMITADA, MOZAMBIQUE

Operations at Montepuez Ruby Mining Limitada (“MRM”) saw a
phased resumption from March 2021, reaching normal capacity by
the end of May 2021, following the suspension in March 2020 of
principal operations due to Covid-19. Production in the premium
ruby category at MRM was 84,000 carats for the year (2020: 28,700
carats; 2019: 81,300 carats), with the second half of the year averaging
over 10,000 premium carats per month. Overall production at
MRM for the year was 3.3 million carats (2020: 1.3 million carats;
2019: 2.2 million carats) with 5.7 million tonnes of rock handled
(2020: 1.9 million tonnes; 2019: 7.2 million tonnes) notwithstanding
the reduced number of operating months during both 2021 and
2020. Total capital expenditure for the year was just USD4.6 million,
comprising USD3.7 million on replacement mining and ancillary
equipment and USD0.9 million spent on the ancillary aspects of
the resettlement village constructed near Namanhumbir, thereby
successfully completing the first stage of rehousing all 105 censused
families. MRM’s capital expenditure is expected to increase
significantly across 2022 and 2023 to facilitate a 200% capacity
upgrade to the processing plant facility, a transformational develop-
ment for MRM and its future revenue potential.

MRM’s independent operational grievance mechanism (“OGM”)
was officially launched in February 2021 following the conclusion
of a pilot phase and a local public awareness campaign. The OGM
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has been set up by MRM to further its ongoing commitment to
transparency and support for the local communities following the
voluntary settlement agreement that ended the Leigh Day litigation.
An Independent Monitor, Synergy Consulting, has been appointed
to report on the efficacy of the OGM and its performance against
the United Nations Guiding Principles (“UNGPs”) Effectiveness
Criteria at six-monthly intervals. A summary of the Independent
Monitor’s report for the six months ending 30 November 2021 can be
found on Gemfields’ website here: www.gemfieldsgroup.com/assets/
montepuez-ruby-mining-limitada/. The Independent Monitor has
highlighted a number of risks in connection with the implementation
of the OGM, including the high case-load and the low rate of case
resolution, and has made a number of recommendations for the
OGM parties to consider. MRM accepts those recommendations and
will continue to seek the resolution of the identified issues through
dialogue with the other OGM players. There is still much work to be
done, and MRM will continue with its good faith efforts to make the
OGM a success.

MRM actively monitors the insurgency situation in Cabo Delgado
province. At present, the risk to MRM’s operational continuity is
perceived to be low. The Group has emergency planning in place to
optimise site safety and the protection of MRM’s workforce should
the insurgency situation deteriorate. Illegal mining continues to
present significant challenges due to the nature of the deposit, poor
immigration controls, an imperfect legal framework for the export
of rubies, the scale of MRM’s 340 square kilometre licence area
and the levels of poverty widely suffered in northern Mozambique.
MRM, a much-needed driver of economic growth by way of the
provision of jobs and as the province’s leading taxpayer, continues
to raise awareness and liaise with the Mozambican authorities to
encourage greater action against the financiers, facilitators and syndicates

behind the illegal trade of Mozambican rubies. As end-consumers

CHIEF EXECUTIVE'S STATEMENT

and jewellers increasingly and rightly demand greater supply-chain

transparency, it is imperative that the coloured gemstone sector moves
to a “mine-of-origin” rather than a “country-of-origin” model.

MRM generated USD147.4 million in revenues during the year
(2020: Nil; 2019: USD121.5 million), a record-breaking year for
MRM. MRM achieved USD58.9 million from its series of seven
sequential mixed-quality ruby mini auctions held during March and
April 2021. This was MRMs first auction revenue since December
2019. The year ended with the strongest auction in Gemfields’
history: USD88.5 million was achieved from MRM’s series of seven
sequential mixed-quality ruby mini auctions held during November
and December 2021.

FABERGE

Our outright ownership of Fabergé Limited (“Fabergé”) — an iconic
and prestigious brand of exceptional heritage — enables us to augment
consumer awareness of coloured gemstones and advance our “mine

and market” vision.

Fabergé generated record revenues of USDI13.8 million (2020:
USD?7.1 million; 2019: USD10.5 million), the increase in revenue
being largely due to improved direct-to-consumer, wholesale and

online sales.

Fabergé recorded a gross profit of USD3.3 million (2020: USD3.9
million; 2019: USD3.2 million), with an EBITDA loss of USD4.9
million (2020: USD3.4 million EBITDA loss; 2019: USD6.5 million
EBITDA loss).

Fabergé continues to diversify its revenue streams by driving its digital

presence and online sales given the prevailing market conditions.

IMAGE  Fabergé featuring Gemfields Colours of Love Rings, featuring a Gemfields Zambian emerald and Mozambican ruby
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OTHER PROJECTS

In April 2021, operations recommenced at 75%-held Nairoto
Resources Limitada (“Nairoto”, or “NRL”), which holds a circa
2,000 square kilometre licence package and lies to the north of
MRM. Both gold and corundum mineralisation have been identified
to date. SRK, an independent consultant, was engaged to identify and
evaluate Nairoto’s primary gold resource targets. Initial findings from
the assessment have resulted in a number of secondary and primary
targets for gold beingidentified. Further exploration work is underway
on several parts of the extensive Nairoto licence package.

In Ethiopia, the operations at Web Gemstone Mining plc remain
suspended given the ongoing in-country challenges. Activity at the
Group’s Madagascan emerald and sapphire prospects, held in Oriental
Mining SARL, remain on hold due to current Covid-19 conditions.

INVESTMENTS

The Group’s platinum group metals (“PGM”) investment, now a
direct stake of 6.54% in Sedibelo Platinum Mines Ltd (“Sedibelo”),
remains unlisted with no market price readily available to value the
holding. Sedibelo has a significant resource base making it one of the
world’s largest PGM deposits. Sedibelo’s safety record remains a key
highlight, with over 6.38 million fatality-free shifts over more than

11 years of operations.

Sedibelo dispatched 68,800 4E PGM ounces during the nine months
to September 2021 (nine months to 30 September 2020: 87,000 4E
PGM ounces). Both the current and comparative periods experienced
approximately 40 lost operational days due to unscheduled repairs
and maintenance and national lockdowns respectively. A significant
increase in the 4E PGM basket price helped drive a 12% increase in
revenues to USD199.3 million for the nine months to 30 September
2021, with improved profit margins.

The interposed vehicle through which Gemfields previously held its
stake in Sedibelo, Pallinghurst Ivy Lane Capital S.arl (“Ivy Lane”),
was successfully unbundled towards the end of the year such that Ivy
Lane’s 27.64% sharcholding in Sedibelo, as well as Ivy Lane’s surplus
net assets, were transferred to Ivy Lane’s shareholders in accordance
with their respective equity holdings in Ivy Lane. Gemfields therefore
now holds its 6.54% stake in Sedibelo directly. Gemfields wishes to
exitits Sedibelo holding in an orderly manner and Sedibelo’s proposed
2022 IPO may provide an additional opportunity to realise a portion
of the Company’s holding.

The same independent party who assessed the Group’s carrying value
for Sedibelo at 31 December 2020 has updated its valuation at
31 December 2021 to reflect prevailing market conditions. Based
on the results of the independent valuation, a USD7.6 million fair
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value uplift for the year has been applied, bringing the carrying value
for the Group’s 6.54% stake in Sedibelo to USD37.2 million.

ESG REMAINS A KEY OBJECTIVE AT GEMFIELDS

A well-balanced approach to environment, social and corporate
governance (“ESG”) remains a key priority for Gemfields. We strive
to balance the interests of our many stakeholders by working on
optimising operational efficiency, minimising the environmental
impact of our operations, building lasting livelihoods for the
communities that surround our mines, delivering lasting and positive
change in the coloured gemstone industry. We are not only investors
in our projects but see ourselves as the custodians of our host country’s
gemstones with the duty of returning economic and social good to
our local, regional and national partners. Whether at the mine level,
or via the Gemfields Foundation, we continued to work on health,
education and livelihoods projects for our local communities in order
to deliver long-term benefits as well as working with each host country

to benefit conservation.
OUTLOOK

The Group’s results for 2021 underscore the positive step-change
in both market demand for coloured gemstones and in the prices bid
by our clients, aided by the disruptions to gemstone supply caused
by Covid-19. The success of our multi-city auctions, combined with
the new online bidding platform, has provided greater flexibility
for the Group in the ever-changing circumstances we encounter.
Gemfields’ teams worldwide have made notable sacrifices to safeguard
the business through these unprecedented times. Thanks to their
contributions and our stronger-than-expected earnings for the year,
we are very pleased to have been able to allocate USD20.0 million to
our maiden dividend. We are very conscious that it has been a long
journey for many of our sharcholders and, as we mark this long-
awaited and significant achievement for the Group, we thank our
shareholders for their loyalty and patience.

We extend sincere thanks to our 2,500 team members worldwide, to
our host Governments in Mozambique and Zambia, to our business
partners, our customers and our shareholders for their ongoing
support. We look forward immensely to harnessing the opportunities

and navigating the challenges in the year ahead.

Sean Gilbertson
Chief Executive Officer
24 March 2022


http://www.gemfieldsgroup.com/assets/montepuez-ruby-mining-limitada/
http://www.gemfieldsgroup.com/assets/montepuez-ruby-mining-limitada/
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IMAGE  Responsibly sourced rough emeralds, Kagem Mining, Zambia
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The charitable arm of Gemfields, the Foundation, was established to
scale up community activations in sub-Saharan Africa, harnessing

the knowledge acquired over a decade of operations and ensuring
that the value of coloured gemstones comes back to benefit people
in Africa.

The highlight of the year was re-building a primary school in rural
Madagascar to educate 195 children, as well as providing them with
hot food and clean water. The Foundation was also able to come to
the aid of displaced Mozambicans living in makeshift camps in the
Cabo Delgado area, by providing 4,000 solar lamps.
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Board of Directors

Martin Tolcher (58)

CHARTERED FCSI

Non-Executive Chairman
Member of the Remuneration and Nomination Committees

Martin Tolcher has been involved in the fund administration industry
in Guernsey for over 30 years. Mr Tolcher has worked at senior
levels for three Guernsey subsidiaries of Bermudan and Canadian
international banks, gaining considerable experience in a wide variety
of offshore fund and private equity structures.

Mr Tolcher joined Legis Fund Services Limited in 2005 and was
appointed Managing Director at the beginning of 2007, a position he
held until the end of 2010. He remained a director of that company
until September 2011. Since November 2011, Mr Tolcher has been
self-employed as an independent Non-Executive Director and holds
directorships within a number of other fund structures domiciled in
Guernsey, including a number listed on the London Stock Exchange
and the International Stock Exchange. Mr Tolcher is a Chartered
Fellow of the Chartered Institute for Securities and Investment.

Mr Tolcher is a British citizen and is a resident of Guernsey.

Sean Gilbertson (49)

BSC (MINING ENGINEERING)
Chief Executive Officer — Executive Director

Sean Gilbertson graduated as a mining engineer from Wits University
in South Africa, having spent time in the country’s deep-level gold
and platinum mines. Mr Gilbertson worked as a project financier for
Deutsche Bank in Frankfurt and London, specialising in independent
power projects and public—private partnerships.

In 1998 Mr Gilbertson co-founded global COAL, a company that
played a central role in the commoditisation of the thermal coal industry,
and was appointed Chief Executive Officer (“CEQO”) in 2001 when the
business was acquired by industry players, including Anglo American
plc, BHP Billiton plc, Glencore International AG and Rio Tinto ple. He
was also co-founder of the pioneering Spectron eMetals trading platform
for category I and II members of the London Metals Exchange.

Mr Gilbertson was a co-founder of the Pallinghurst Group in 2005 and
bore responsibility for Pallinghurst’s coloured gemstone strategy from
2006 to 2017. After the unbundling of the Pallinghurst Group in
2017/2018, Mr Gilbertson was appointed CEO of Gemfields Group
Limited on 31 March 2018 and remains CEO of Gemfields Limited,
Fabergé Limited and Kagem Mining Limited, on whose boards he has
served for more than a decade.

Mr Gilbertson is a British and South African citizen.
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David Lovett (39)

BCOM (ECONOMICS & MARKETING), ACA
Chief Financial Officer — Executive Director

David Lovett graduated from Birmingham University’s Business
School in 2005 with a Bachelor of Commerce focussed on Economics
and Marketing. He then joined Grant Thornton in the UK, working
across advisory and tax services and becominga chartered accountant
with the Institute of Chartered Accountants in England and Wales
(ICAEW”).

Mr Lovett joined Gemfields finance team in 2008. He has acted as
a senior financial manager across a number of Gemfields’ operating
subsidiaries during his 13-year tenure and has a thorough under-
standing of the Group’s activities, including Fabergé. Mr Lovett is
a director of Gemfields and Fabergé, as well as various related

companies.

Mr Lovett is a British citizen.
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Lumbkile Mondi (59)

BCOM (HONS) IN ECONOMICS, MA (ECONOMICS)

Lead Independent Non-Executive Director
Chair of the Nomination Committee
Member of the Audit and Remuneration Committees

Lumkile Mondi is a senior lecturer at the School of Economics
and Business Science of the University of the Witwatersrand in
Johannesburg, South Africa. Mr Mondi is a strategist, an economist
and a leader. He has worked extensively on the African continent,
undertaking his responsibilities at the Industrial Development
Corporation (“IDC”), where he was an executive for 11 years. He is
also the chairman of Thelo Rolling Stock Leasing and a non-executive
director of Sedibelo Platinum Mines Limited. He previously served
on the board of ArcelorMittal South Africa.

Mr Mondi has more than 20 years of postgraduate experience and over
eight years working in financial markets in interest rate derivatives
and asset and liability management. Mr Mondi is also involved in the
Brazil, Russia, India, China, South Africa (“BRICS”) think tanks on
institutional strengthening and coordination. He has presented at
and participated in various conferences worldwide, including the
United Nations, the World Bank, the Brazilian Development Bank
and the Organisation for Economic Co-operation and Development
(“OECD”). Mr Mondi has travelled extensively throughout the

world, bringing innovation to his work for a better world for all.

Mr Mondi is a South African citizen.



OVERVIEW

Kwape Mmela (51)

LLB, MPHIL (BUSINESS RESEARCH)

Independent Non-Executive Director
Chair of the Remuneration Committee
Member of the Nomination Committee

Kwape Mmela is the founder and chairman of Shepherd Tree Holdings
Ltd and Hlamogolo Capital (Pty) Ltd, which are his family investment
vehicles.

He has more than 20 years’ experience in both public and private
sectors in South Africa, including stints with the Constitutional
Assembly during the drafting of South Africas post-apartheid
Constitution and with the Land Claims Commission to address past
land dispossessions. He served as a director of Sedibelo Platinum
Mines Limited for almost ten years. In 2005 Mr Mmela established
the Moepi Group (Pty) Ltd, which eventually became the Black
Economic Empowerment partner of Sedibelo Platinum Mines.

Mr Mmela is a South African citizen.

BOARD OF DIRECTORS

Carel Malan (36)

CHARTERED ACCOUNTANT (SOUTH AFRICA)

Independent Non-Executive Director
Chair of the Audir Committee

Carel Malan started his career at Ernst & Young where he received
his first exposure to the mining industry. After three years with the
firm in Gauteng, he requested a transfer to Bermuda, where he spent
a further year.

Mr Malan joined Tshipi in January 2012 and was appointed Chief
Financial Officer (“CFO”) in May 2014. In October 2015, Mr Malan
resigned from Tshipi to pursue other interests. However, his interest
in mining and his in-depth knowledge and experience of Tshipi’s
business model brought him back to the company, where he was
reappointed as CFO. He was part of the executive team growing the
Tshipi asset to become the largest exporter of manganese ore from
South Africa. In 2018, he was part of the team that listed Jupiter
Mines on the Australian Securities Exchange (“ASX”) in what was
flagged as the biggest IPO in the last decade on the ASX.

Mr Malan is a chartered accountant and a South African citizen.
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Mary Reilly (68)

BA (HISTORY), ACA, FCA

Independent Non-Executive Director
Member of the Audit Committee
Chair of the Risk Council

Mary Reilly has over 30 years’ international experience as a chartered
accountant and was a partner in Deloitte, working across various
sectors and disciplines including luxury retail, manufacturing,
business services, financial services, corporate governance and public
sector. Since retiring from Deloitte, Ms Reilly has had a varied
and interesting portfolio of non-executive directorships where she
has chaired Audit and Risk Committees. Her current roles are
at Travelzoo, a NASDAQ listed global internet media company;
Mitie plc, a prominent facilities management and professional
services company; and Essentra plc, a global FTSE 250 company
and a leading provider of essential components and solutions.

Among her charitable interests, Ms Reilly is also a Trustee of the
Institute of Imagination, the Invictus Games Foundation and the
PDSA.

Ms Reilly’s past appointments include chairing the London
Development Agency, the CBI London Regional Council and the
Finance and Audit Committee of London 2012, the organisation
which brought the Olympics to London.

Ms Reilly is a British citizen.
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Patrick Sacco (44)

BA (INDUS PSYCH), MA (MARKETING)
Non-Executive Director

Patrick Sacco joined the Assore group in 2003 after completing
a master’s degree at the University of Colorado (USA). He was
appointed as a Director of Ore & Metal, the selling and marketing
agent for all of Assmang Ltd’s products in 2007, and is currently its
Chairman, as well as the Group Marketing Director for Assore
Limited. In addition, from 1 January 2019, Mr Sacco was appointed
as the Deputy CEO for Assore Holdings.

Mr Sacco was appointed director of Assmang Ltd in 2008 and Assore
in 2016, and is on the board of Oresteel Proprietary Limited, the
ultimate holding company of Assore Holdings. In 2016, Mr Sacco
was appointed Chairman of Cato Ridge Alloys Ltd, a 50% owned
subsidiary of Assmang Ltd, producing Medium Carbon Ferro
Manganese. On 1 July 2020, Mr Sacco was appointed as the
Managing Director of Assore International Holdings, based in
Winchester, United Kingdom. From January 2021, Mr Sacco was
appointed as the Chairman of MARA, the REACH Manganese
Consortium, and has been Chairman of the International Manganese
Institute since July 2020.

MTr Sacco is a South African citizen.

Mr Sacco was appointed non-independent Non-Executive Director
of Gemfields on 11 October 2021.
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and Mozambican rubies
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SECTION 2.1

Marketing and Communications

In 2021, we completed Gemfields’ trilogy of educational books on the ‘Big Three’ gemstones and
promoted visibility of coloured gemstone jewellery through brand partnerships in the USA and
masterclasses in China. Our new website and a focus on digital communications enabled an increased
reach for activations, while maintaining the high level of flexibility and cost control demanded by
changing conditions.

In our last annual report, we declared that our goals for 2021 were to
expand our brand partnerships and digital and virtual activations, as
well as to direct our attention towards developing more active social
media communications and captivating methods to impart education,
lead the sector and amplify visibility of coloured gemstones, in order

to drive consumer demand.

To this end, and without the resumption of our usual auction
schedule, our challenge throughout 2021 was to achieve our aims
while contributing to the Group’s cash conservation efforts. The
result was a sharp focus on achieving these strategic objectives and
maximising the outcomes, particularly within our priority markets
of China and the USA.

Through our brand partnership with Sandy Leong Jewelry, we
launched the Sol Collection, an array of jewellery pieces featuring
Gemfields’ responsibly sourced Zambian emeralds, 18 karat recycled
yellow gold and conflict-free white diamonds. Sandy Leong, who
generously pledged a 10% donation from cach sale to the newly
formed Gemfields Foundation, presented the emerald collection
in the USA at a gallery exhibition and cocktail reception in the
Hamptons in May. She added a further collection of ruby pieces at
a pop-up store located in the Four Seasons New York Downtown in
November and December 2021.

Through our partnership with Phillips, a leading global platform for
buying and selling 20th and 21st century art and design, we promoted
the largest collection of Zambian emeralds ever to be offered at
auction. Treasures from Zambia: An Exceptional Emerald Collection

comprised over 45 lots and included 993 carats of breathtaking fine

Zambian emeralds, with a generous donation pledged to benefit
the Gemfields Foundation. Representatives of the media attended
our emerald masterclass — hosted by the Guild Institute of Gemology
(“Guild”) - and viewed the auction pieces in person in Beijing, joined
virtually by members of the press from Shanghai, Guangzhou and
Shenzhen, securing coverage with average value equivalent (“AVE”)
of USD155,000. In July, Gemfields partnered with Guild to deliver a
ruby masterclass in Shanghai, increasing viewership in other major
cities courtesy of virtual access, and securing coverage with AVE of
USD97,000 as a result.

Our digital presence was vastly improved by the unveiling of our new
website in May, which early statistics indicate has considerably
improved dwell time and reduced bounce rate. The new format
provides an improved platform for sharing information in a timely
manner and responding promptly to topics that are of interest to
consumers. The development of the website will remain ongoing in
pursuit of continuous improvement, with a focus on improving search

engine optimisation in 2022.

Our education, leadership and visibility pillars all came together to
deliver our biggest achievement of the year: the launch of Sapphire, a
coffee-table book that completes our trilogy of titles devoted to the
‘Big Three’ coloured gemstones. This project provided an opportunity
to draw attention, once again, to both emeralds and rubies, and to
Gemfields’ leadership position in the coloured gemstone sector. In
order to increase visibility of the new title, the launch took place in
September — the month for which sapphire is the birthstone - and
was accompanied by the unveiling of a pendant shaped like Africa,
containing all three coloured gemstones within it. With this
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additional angle, the resulting publicity graced jewellery, news, book,
culture and fashion pages internationally. Both the book and pendant
were presented to the press in person at press days in Los Angeles and
New York, with Dubai to follow in early 2022. An accompanying
influencer campaign reached 15 million followers; advertisements in
international publications had a circulation of 6.7 million; celebrity
gifting activity reached 18 million followers; the paid social media
campaign delivered 44 million impressions and 93,600 link clicks; and
our social media reached 24.9 million on Instagram and 39 million
on Facebook. Traffic was driven to purchase the books and the
pendant, and to learn more about Gemfields’ approach on our
website. Our Gemfields.com statistics concluded the activation to be
the most popular campaign of the year.

For our Weibo audience we adopted a second stream to our influencer
campaign. Following the outcomes of our 2020 market research into
consumer perspectives on coloured gemstones in China, we enlisted
KOL @yan.janice.s to share ‘how to style’ advice to her Weibo and

Instagram followers.

At the end of the year, we offered an industry first, presenting a
non-fungible token (“NFT”) series — the Chipembele Crash - in
honour of Kagem’s latest discovery, a magnificent 7,525 carat
Gemfields emerald. With ‘Chipembele’ meaning ‘thino” in Bemba,
the celebratory avatars were inspired by the personalities of six
real black rhinos in the North Luangwa National Park in Zambia.
Created in partnership with Provenance Proof, the auction of these
NFTs on the OpenSea NFT marketplace raised funds for the North

Luangwa Conservation Programme, while enhancing transparency
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and trust in charitable donations through the Proof of Donation

initiative.

Looking ahead to 2022, our marketing activity will need to enhance
the responsible sourcing status of Mozambican rubies, in addition to
improving community communications around our mining operations.
Brand partnerships and social media communications remain a focus,
along with developing educational communications that improve
consumer understanding of coloured gemstones and increase
confidence in purchasing, styling and appreciating coloured gems.

IMAGE ABOVE Jewel of Africa x Gemfields Pendant benefitting Gemfields
Foundation and celebrating the big three trilogy books
IMAGE BELOW  Gemficlds Chipembele Crash NFT series benefitting the North

Luangwa Conservation Programme
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SECTION 2.2

Gemtfields Foundation

The Gemfields Foundation launched in January 2021 and got straight to work, delivering 4,000 solar
lamps to families displaced by violence north of the Cabo Delgado province in Mozambique, and re-building
a primary school in rural Madagascar. Successful fundraising campaigns took place in partnership with
Sandy Leong Jewelry, Phillips and Fabergé, raising funds for further activities to take place into 2022.

Following a soft launch in January 2021, the Foundation trustees met

in March and selected the first projects for the charity to undertake.
In July, 4,000 solar lamps were delivered to families who have fled
their homes following terrorist attacks in northern Mozambique,
and who are now residing in camps in the Cabo Delgado province.
Distributed with the help of our team at Montepuez Ruby Mining

IMAGE  Solar lamps project for displaced families, Mozambique

(“MRM?”), in alignment with the Government, the initiative follows
on from MRM’s multiple donations of food and other essential items
to the camps.

In July, the Foundation partnered with REXMA NGO to re-build
a primary school in ruralt5 Madagascar. Volunteers from the school
pupils’ families and 107021, the Antsahamarofoza primary school
serves 195 pupils living within a three kilometre radius, providing
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them with an education, hot midday meals and a clean water supply.

The smart new school features biogas, piped water from two new
borcholes, and classrooms decorated by the pupils themselves.

Fundraising activity throughout the year centred on partnerships,
with Sandy Leong Jewelry generously pledging 10% of sales revenue
from the Sol Collection - a selection of pieces featuring Gemfields’
Zambian emeralds and Mozambican rubies — towards children’s
educational projects and initiatives that enable women’s contributions
to the economy.

Gemfields Foundation was also a beneficiary of the largest collection
of cut and polished Zambian emeralds ever to be presented at auction,
entitled Treasures from Zambia: An Exceptional Emerald Collection,
offered by a private collector and sold by Phillips. A percentage of the
proceeds from the sale were pledged to the Foundation, with Phillips
generously matching this donation, which is set to benefit Zambia
(the activation is still to be defined).

Fabergé¢’s Houston team partnered with the Correa Family Foundation
to raise funds for the development of an educational computer
laboratory for families in Mozambique. The project is to be overseen
by the team at MRM and will be completed in 2022. Its progress
was further aided by a private donation kindly offered directly to
the Foundation. Gemfields Limited also offered support to the
Foundation by way of marketing activations: for example, in pledging
to make a donation to the Foundation for the sale of each pendant

from the Africa pendant series, as part of a wider marketing campaign.
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Looking ahead to 2022, the Foundation trustees hope to complete

the computer laboratory in Mozambique as well as a fish farming
initiative in Zambia that will aid unemployed youths. Further, the
trustees intend to ramp up fundraising initiatives in order to bring
greater benefit to communities and conservation efforts in sub-

Saharan Africa.

The Foundation submits a separate annual report to the UK Charity
Commission and will have its accounts independently reviewed in
line with the Statement of Recommended Practice “Accounting and
Reporting by Charities” (SORP 2019) and the Companies Act 2006.

IMAGE LEFT School project, Madagascar

IMAGE RIGHT  Sandy Leong x Gemfields Emerald Cage Ring with Diamond Pav¢,

featuring a Gemfields Zambian emerald
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SECTION 2.3.1

Operations Review

OPERATIONS IN ZAMBIA COMPRISE THE FOLLOWING:

Kagem Mining Limited (“Kagem”), the world’s single-largest producing
emerald mining company, accounts for approximately 25% of
global emerald production. The licence area, covering 42.4 square
kilometres, is located in the Ndola Rural Emerald Restricted Area
(“NRERA”) and lies south of Kitwe and west of Ndola in Zambia’s
Copperbelt Province. Kagem holds an asset portfolio of nine mining
and three exploration licences in Zambia, with the primary operations
being Chama, Fibolele and Chibolele. Kagem is 75% owned by
Gemfields and 25% owned by Government of Zambia through
the Industrial Development Corporation of Zambia (“IDC”). The
operations comprise the following:

¢ Chama, our flagship operation, an open-pit mine extending over
2.2 kilometres of strike length that contributes between 75% and
80% of our gemstone production;

o Fibolele, an open-pit mine with a 600-metre-long strike length; and

¢ Chibolele, an open-pit mine with a strike length of 450 metres.

KAGEM
Covid-19 and Kagem’s operations

Principal mining operations were suspended due to the Covid-19
pandemic from 30 March 2020 to April 2021. Sadly, during this time
one of our employees passed away from the disease. Following the
resumption of operations, Kagem continues to rcspond asscrtivcly
by ensuring total compliance to Government regulations and World
Health Organisation (“WHO?”) guidelines that facilitate manage-

ment and control of Covid-19.

In total, Zambia has recorded 3,866 coronavirus deaths, with the
percentage of deaths over the total registered cases standing at 1.3%.
At 31 December 2021, Kagem had recorded 197 cases of Covid-19,
with all individuals infected having since recovered, apart from the

one case noted above.

Zambia

ZAMBIA

Location Copperbelt Province, Zambia
Acquisition by Gemfields November 2007

75% Gemfields

25% Government of Zambia (“GRZ")

Gemstones Emerald and beryl

Ownership structure

Mining method Open-pit

Potential mine life 22 years to 2044

Routine Covid-19 screening is carried out on all employees arriving
at the mine site, along with targeted testing of at-risk employees, with
any cases being managed in accordance with the Ministry of Health
treatment guidelines. To avoid further spread, contact tracing is also

being conducted in accordance with Covid-19 guidelines.

Kagem successfully pioneered the launch of the voluntary employee
vaccination campaign working in conjunction with the Ministry of
Health (provincial health team) and have fully vaccinated 85%
of employees (918 employees and contractors), with 96% having
received the first dose (1,091 employees and contractors).

Auction results

The 2021 auction results achieved the best ever calendar year revenues
for Kagem, with a number of records being set. During each series of
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the mini auctions, increasing numbers of customers bid for the lots at
competitive prices, indicating that demand was robust.

The auctions were mostly multi-city, with selected lots made
available for in-person and private viewings in Tel Aviv, Dubai and
Jaipur. Following the viewings, the auctions took place via an online
auction platform specifically adapted for Gemfields which permits
customers from multiple jurisdictions to participate in the auction.
The following auction series were held in 2021:

e A higher quality (“HQ”) emerald auction comprising a series
of five sequential mini auctions was held during the period
15 March to 17 April 2021. The auctions generated revenues of
USD31.4 million at an average of USD115.59 per carat.

e An auction of commercial quality (“CQ”) emeralds was held
from 28 July to 11 August 2021. Multiple new records were set
for this auction category including the highest ever auction
revenue of USD23.0 million, the highest ever average price per
carat achieved at USD6.61 per carat (from 97% of the lots) and
the highest number of companies participating in the bidding.

e An auction of HQ emeralds, that also included a selection of
special pieces, took place from 1 November to 6 December 2021.
Total auction revenues of USD37.6 million were generated,
with all lots sold, at an average price of USD150.65 per carat,

an all-time record for Kagem auctions.

Gemfields’ 39 auctions of emeralds and beryl from Kagem, held since
July 2009, have generated USD749.7 million in total revenues.

Mining

Kagem’s (Chama, Fibolele and Chibolele) key operational parameters
for the year ended 31 December 2021 are summarised in the table
below. Chibolele is included within the Kagem parameters following
its transfer to Kagem, effective 14 February 2020.

The mining operations at Kagem comprise a number of historically

mined open-pits, as well as the current open-pit operations situated

mainly in the Chama pit area and the bulk sampling operations in

KAGEM PRODUCTION SUMMARY
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the Chibolele and Fibolele areas. The mining method comprises
conventional open-pit operations: drill and blast, excavate and load,
and haul to in-pit backfill, waste rock dump locations and the various
ex-pit stockpiles, and a stockpile at the wash plant facility. The upper
20 to 30 metres of weathered material is free dig, with the remainder

of the waste rock requiring drilling and blasting.

In 2020, all principal activities including mining were suspended
from 30 March, so the prior year production metrics represent just
three months of activity.

During 2021, mining operations resumed for the first time since the
suspension of principal operations in March 2020. A phased start-up
of operations commenced in March 2021, with the sort house and
treatment plant starting first and mining ramping up to normal

operating capacity by May 2021.

Therefore, the current year includes only nine months of production
activity. While the numbers are not directly comparable, in 2021
production returned to 2019 levels in just nine months. This is very
encouraging and bodes well for the future.

Mining and overburden removal continued in Chama and Chibolele
pits with the focus being on generating good quality stones whilst also
clearing other contact points for continuous mining. This resulted
in 9.4 million tonnes of total rock handling in the last nine months
of the year, compared to 2.3 million tonnes for three months of
operations in 2020 and 12.6 million tonnes in the 12-month period
to 31 December 2019, highlighting the achievement in 2021 and
instilling confidence in the team and the mine.

Production

Pre-Covid production at Kagem was well above expectation and
unprecedented, with 2019 seeing 204,630 carats of premium emeralds
being produced from a total production of 36.3 million carats. The
Covid-19 pandemic had a significant impact on total production,
which reduced to 9.4 million carats in 2020, as principal operations
were suspended from 30 March 2020. In the three months of 2020

12 MONTHS TO 12 MONTHS TO 12 MONTHS TO
31 DECEMBER 2021 | 31 DECEMBER 2020 | 31 DECEMBER 2019
Gemstone production (premium emerald) in thousand carats 230.5 133.9 204.6
Gemstone production (emerald and beryl) in million carats 32.0 9.4 36.3
Ore production (reaction zone) in thousand tonnes 167.5 46.4 159.0
Grade (emerald and beryl/reaction zone) in carats/tonnes 191.0 202.0 228.0
Waste mined in million tonnes 9.2 2.3 12.5
Total rock handling in million tonnes 9.4 2.3 12.6
Stripping ratio 54.0 49.0 77.0
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when Kagem was operating, premium emerald production remained
strong at 133,862 carats.

In the post-Covid-19 recovery nine-month period to 31 December
2021, gemstone production was 32.0 million carats of emerald and
beryl, with 230,545 carats of premium emerald (which is the highest
premium production since 2011). Chama pit leads the production
and quality; however, Chibolele significantly contributed to improved
qualities this year with premium emeralds from the M1 and M2
sectors. Total production from Chama pit contributed 28.3 million
carats, with Chibolele contributing the remaining 3.7 million carats
of 2021 production. Fibolele did not contribute this year but will
resume production in the second quarter of 2022.

Despite considerable technological advances and continuous
monitoring of geological signatures, the difficulty in predicting the

distribution of minerals necessary for emerald formation remains.
Processing

In the nine months of operations in 2021, the treatment plant
processed a total of 142,437 tonnes of ore at a feed rate of 49 tonnes
per hour (“tph”), generating 17.3 million carats of emerald and
beryl for grading and referencing. This compares with 40,794 tonnes
of ore feed at 46tph processed in the three months to March 2020

generating 4.5 million carats of emerald and beryl and 170,467

OPERATIONS REVIEW

tonnes of ore processed at 46tph generating 21.8 million carats in
2019, which was a full year of operations.

The strong processing results for 2021 also followed a Covid-19
induced two-week shut down and shift reduction of the treatment
plant, demonstrating the success of the improvements and
enhancements made to increase efficiency of the plant.

Operating costs

Total operating costs, as defined below, for the year were USD60.7
million (December 2020: USD33.4 million), with a unit operating
costs of USD5.29 per tonne of rock handled compared to USD14.52
per tonne in 2020. The more pertinent cash rock-handling unit cost
(defined as total cash operating costs divided by total rock handled)
was USD3.47 per tonne for the year, with a total cash cost of USD32.6
million. This compared to USD22.6 million and USD9.83 per tonne
in 2020, which resulted from the operations being suspended from
30 March 2020, leading to lower production in the year.

Total operating costs includes mining and production costs, mineral
royalties, intercompany marketing, management and auction fees,
selling, general and administrative expenses, and depreciation and
amortisation, but excludes the change in inventory (see Note 3 to the
Consolidated Financial Statements). Cash operating costs include
mining and production costs and selling, general and administrative

IMAGE Operations, Kagem Mining, Zambia
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expenses, but exclude intercompany auction, marketing and manage-
ment fees, depreciation and amortisation, and mineral royalties.

Tax regime

There was no major change to the key tax regime affecting Kagem
in 2021. However, from 1 January 2022 the mineral royalty tax
will be deductible for tax purposes, returning to a more transparent

tax regime.
Capital expenditure

During the year, USD2.3 million was invested in the replacement
of mining and ancillary equipment as well as in infrastructure
improvements. The capital investment was higher when compared
to 2020 where only USD0.9 million was spent. Given the success of
Kagem during 2021, catch-up spend on capex is anticipated in 2022,

primarily on replacement machinery.
Infrastructure

Infrastructure development projects focussed on improving living
conditions and fighting Covid-19, including the refurbishment of
the senior staff mess and approximately 100 rooms of the existing
junior and senior quarters, as well as upgrading the football pitch, both
of which were completed this year. In a bid to improve machine
availability, the construction of a HEMM washing bay has commenced.

Geology and exploration

The Chama open-pit mine is supported by a JORC-compliant
Resources and Reserves Statement produced by SRK Consulting
(UK) Limited (“SRK”) at 31 July 2019. The Competent Person’s
Report (“CPR”) supports the reporting of mineral resource and ore
reserve estimates in accordance with the 2012 edition of JORC and
confirmed a 22-year open-pit Life of Mine Plan (“LoMP”). The
Resource and Reserve Statements are updated annually by the
company’s internal competent person for disclosure to the JSE and
AIM (refer to page 55).

The emphasis during the year was to establish geological continuity
to support the expansion of the F10 section of the Chama pit, with
drilling probes planned to gather subsurface geological information
and cross check with the existing exploration data.

Exploration efforts are being made to develop both the Fibolele and
Libwente sectors in order to gain further high-level geological
understanding. Continued assessment of the bulk sampling projects
in the Libwente sector involved desktop evaluation to support gaining
a better understanding of the geology and to determine the viability

of development into a larger-scale mine.
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In addition, the geological understanding of the ore body and

mineralisation was further advanced by using face mapping,
geophysics and geochemistry data to create an updated geological
model. The model now includes detailed block modelling, providing
the geologists and miners with more accurate data to increase the
efficiency of production.

During 2022, work will commence on the Kamakanga licence with
the aim of commencing bulk sampling in the latter part of the year,
adding more diversity to Kagem’s production profile.

Protection services

Protection services continued their focus on surveillance improve-
ments and enhancement technologies, such as reporting systems and
predictive management software. These technologies, along with
the set-up of a FLIR thermal camera at the treatment plant area for
improved surveillance of the expanded stock yard and additional
CCTV cameras, have considerably enhanced the monitoring
capabilities at the mine.

IMAGE Operations, Kagem Mining, Zambia
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Alongwith these software and hardware improvements, modifications

to the CCTYV procedures were also implemented which are expected
to lead to improved reporting and co-ordination of information,
allowing for transparent and effective review and audit of the security
operations and responses.

The drone operations continue to serve as a deterrent to intruders
and allow for enhanced surveillance.

With the improved surveillance technology capabilities, Kagem has

seen an 8% reduction in intrusions onto the licences during the year.
Health, Safety and Environment

The health and safety of employees is not only considered critical to
the operation but is also ultimately the responsibility of everyone at
Kagem. The mine continues to operate in a responsible, transparent,
and safe manner while sticking to the tenets of legitimacy, transparency,
and integrity as an essential part of health, safety, and the environment
(“HSE”) policies and Kagem’s commitment to mining safety and

IMAGE  Operations, Kagem Mining, Zambia
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environmental conservation. A zero-harm (injury-free) culture is the
aim and efforts can never be overemphasized.

During 2021, Kagem recorded one lost-time injury (“LTI”) compared
to none in 2020 and one LTTin 2019.

Kagem has adopted a proactive approach to enhance HSE awareness,
including hazard identification and risk assessments, training,
emergency drills, inspections and a roll-out of monthly safety
themes, that have been incorporated in the day-to-day operations
of the mine. During the year, Kagem rolled out a series of safety,
health, environment and quality (“SHEQ”) training sessions, totalling
888 hours throughout the year, where individuals were trained on the
Integrated Management System (“IMS”), and also firefighting.

For a number of years Kagem has been working towards full IMS
implementation. During December 2021 an audit was conducted
which concluded that Kagem has complied with all facets of the
implementation of the IMS to the extent that the requirements
of ISO 9001 Quality Management System, ISO 45001 Occupational
Health & Safety Management and ISO 14001 Environmental
Management System have been met. The final certification audit is
expected to be conducted in March 2022.

Sustainability and Corporate Responsibility (“SCR”)

The sustainability and corporate responsibility activities aim to
position Kagem in good standing with local communities, as well as
to ensure that its policies impact positively on people and complement
Government efforts in reducing poverty levels and suffering among
the people. Kagem’s approach to community engagement and
participation is consistent with Government policy.

Kagem resumed its principal operations in April 2021 after having
temporarily suspended all but principal operations from March 2020.
During this period of suspension, Kagem looked to preserve cash
and consequently the more significant projects were postponed, with
the focus being to support the local community in the fight against

Covid-19.

During 2021, the following projects were completed in respect of the
key facets of education, health and agriculture:

e Education: Kagem built three classrooms, two toilets and two
staff houses at the Masasa Primary School, provided drums for
waste disposal to the Chapula Secondary School and donated
hand sanitising containers to three local schools. In addition,
Kagem participated in the water sanitation, health, and
environment (“WASHE”) programmes for the schools, making
donations of various materials. Contributions included donating

washing buckets, hand sanitisers and face masks to the District
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Education Board Secretary’s (“DEBS”) oftice for distribution
among schools in the Lufwanyama District that are further away

from Kagem.

e Health: Kagem supported the Lufwanyama District Hospital,
Nkana Health Centre and District Education with clinical,
health and hygiene items totalling approximately USD15,000.
All items were received by the Lufwanyama District
Commissioner.

e Agriculture: Kagem supported four farming cooperatives of
Kapila Green Farms, Blessings, Twasanta and Tweende by
continuing to provide a market for their farm produce and
engaging with partners such as Kickstart International, an
organisation that trains small-scale farmers in quality crop
management and production.

Human resources
Staff welfare activities were focussed on protecting employees from

Covid-19 and improving social amenities around the workplace and
employee housing.
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During the year staff members were trained in various fields, including
SHEQ, medical, human resources, management development and
team building, engineering, finance, I'T and mining. Training sessions
were conducted by both external and in-house trainers, with 86.6%
of the workforce being trained at the mine site, and 13.4% being
trained off-site in Zambia. One Zambian student completed an
internship in the HR and medical departments.

Kagem pledged scholarships for students in the Schools of
Engineering and Mining at the University of Zambia and Copperbelt
University (“CBU”) to develop more coloured gemstone industry-
oriented graduates with good technical and practical knowledge.
Kagem also witnessed the graduation of one of its CBU sponsored
students who has since joined Kagem as per the memorandum of
understanding.

The process of re-opening Kagem’s principal operations was successfully
achieved through the engagement of the Minister of Mines, Labour
Commissioner, National Unions and Branch Unions with effective
communication with the entire workforce and contractors.

IMAGE  Agricultural projects, Zambia
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SECTION 2.3.2

Operations Review

RUBY OPERATIONS IN MOZAMBIQUE COMPRISE THE
FOLLOWING:

e Montepuez Ruby Mining Limitada (“MRM”). The Montepuez
ruby deposit, which is in the northeast of Mozambique within
the Cabo Delgado province, is believed to be the most significant
recently discovered ruby deposit in the world and covers an area
of 349 square kilometres. MRM is 75% owned by Gemfields and
25% owned by local Mozambican minority partner, Mwiriti
Limitada. MRM, acquired by Gemfields in November 2011, is
an open-pit mine and has a life of mine of 13 years to 2034.

e Megaruma Mining Limitada (“MML”) is registered in
Mozambique. Gemfields holds a 75% interest in the licence
area, which is located in the Montepuez district, sharing its
eastern boundary with the existing MRM deposit and covering
approximately 155 square kilometres of area.

¢ Novo Megaruma Mining Limitada (“NMML”) is registered
in Mozambique. Gemfields holds a 75% interest interest in the
licence area, which is located in the Montepuez district, sharing
the northern boundary with the existing MRM deposit and
covering approximately 190 square kilometres of area.

e Eastern Ruby Mining Limitada (“ERM”) is registered in
Mozambique, with Gemfields holding an 80% interest. The
mining area covers 116 square kilometres and shares its western
boundary with the licence of NMML.

o Campos de Joia Limitada (“CDJ”) is a Gemfields holding
company in Mozambique which has four licences at present,

totalling an area of 452 square kilometres.
MONTEPUEZ RUBY MINING LIMITADA (“MRM")

Covid-19 and MRMs operations

All but critical operations at MRM were suspended from 22 April
2020 until February 2021. Security, maintenance and other essential
services remained active to ensure prompt resumption of operation at
short notice.

Mozambique

MOZAMBIQUE

Location Cabo Delgado province,
Mozambique

November 2011

75% Gemfields

Acquisition by Gemfields
Ownership structure

25% Mwiriti
Gemstones Ruby and corundum
Mining method Open-pit
Potential mine life 13 years

Operations resumed in a phased manner, starting with treatment
plant operations in March 2021, and followed by mining operations
in April 2021 after putting in place measures to mitigate the risk of
spreading Covid-19 and applying already established protocols for

handling of positive cases.

Proactive Covid-19 testing has been part of MRM’s Covid-19 strategy
since July 2020, utilising RT PCR testing, rapid antibody testing and
rapid antigen testing. MRM benefitted from Government Covid-19
vaccination programmes, with Government medical teams carrying
out vaccinations within the mine premises during the campaigns. To
date, 98% of direct MRM employees have had the first vaccination
dose, with 61% being fully vaccinated. 53% of indirect employees
(labour hire providers and private security providers) have had the
first vaccination dose, with only 8% being fully vaccinated. Upcoming
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Government vaccination campaigns will be focussing on the indirect
employees.

Auction results

To counter the travel restrictions that prevented MRM holding
auctions in 2020, a new mini auction system has been devised that
enables the movement of goods instead of people. The auctions are
multi-city with selected lots made available for in-person and private
viewings in Bangkok, Dubai and Jaipur. Following the viewings,
the auctions take place via an online auction platform specifically
adapted for Gemfields, which permits customers from multiple
jurisdictions to participate in the auction by placing their bids
through the online auction platform.

The first series of seven sequential ruby mini auctions held from
15 March to 8 April 2021 generated revenues of USD58.9 million,
with an average price of USD171.33 per carat. A second series of
auctions, held from 8 November to 9 December 2021, delivered an
all-time high for MRM ruby auctions, generating USD88.5 million
of revenues and contained a selection of grades that are typically
offered at a mixed quality auction. In total, 97% of the lots offered
were sold at an average price of USD132.47 per carat.

In 2021, MRM generated a record USD147.4 million of auction
revenues, bringing the total revenue achieved since incorporation to

USD731.4 million.

During 2020, MRM did not generate any revenue as no auctions

could be held due to the Covid-19 pandemic.
Mining

MRM’s key operational parameters for the year to 31 December 2021
are summarised in the table below.

MRM PRODUCTION SUMMARY
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The mining operations at MRM comprise several shallow, opencast
pits split between three main operating areas: the Mugloto Block, the
Maninge Nice Block and the Glass Block. Mining is carried out as a
mechanised open-pit operation utilising excavators, loaders, articulated
dump trucks and associated ancillary equipment. Loaded trucks haul
ore to stockpiles adjacent to the treatment plant while waste is
backfilled into mined-out areas, thereby returning the area to its

natural aesthetic.

Total rock handling during the year was 5.7 million tonnes (2020: 1.9
million tonnes and 2019: 7.2 million tonnes), comprising 0.7 million
tonnes of ore and 4.4 million tonnes of waste material at an overall
stripping ratio of 6.0. The remaining 0.6 million tonnes handled
related to other materials, including slimes handling, waste dump

rehandling and road improvements.

As with the previous year, efforts were primarily focussed on the
Mugloto Block (79.2%) in order to extract higher-quality ruby-bearing
ore, with the remainder coming from the Maninge Nice Block
(16.1%) and from Glass Block (4.7%). This split was consistent
with 2019.

Production

A rtotal of 3.3 million carats (“Mct”) of ruby and corundum were
produced during the year with a focus on producing high-quality,
low-occurrence ore. Of the 3.3 Mct of production for the year,
3.1 Mct was recovered from Mugloto secondary ore and 0.2 Mct
from other blocks. In 2020 and 2019, 1.3 Mct and 2.2 Mct were
produced respectively, again coming in similar ration between the

individual blocks.

The overall ore grade realised during the 2021 was 3.3 carats per tonne,
compared with 3.6 carats per tonne for the four months of production
during 2020, and 2.6 carats per tonne in 2019. The marginal reduction
in grade compared to 2020 was attributed to processing a of higher
volume during the nine months of operations in 2021.

12 MONTHS TO 12 MONTHS TO 12 MONTHS TO
31 DECEMBER 2021 | 31 DECEMBER 2020 | 31 DECEMBER 2019

Gemstone production (premium ruby) in thousand carats 84.0 28.7 81.3

Gemstone production (ruby and corundum) in million carats 33 1.3 2.2

Ore mined (primary and secondary) in thousand tonnes 739.9 229.6 1,071.6

Ore processed (primary and secondary) in thousand tonnes 1,002.0 346.4 845.7

Grade (ruby and corundum/ore processed) in carats/tonnes 3.3 3.6 2.6

Waste mined in million tonnes 5.0 1.7 6.1

Total rock handling in million tonnes 5.7 1.9 7.2

Stripping ratio 6.0 6.2 4.9
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Processing

During the year, 1.0 million tonnes of ore was processed at the
treatment plant, a significant improvement over 2020 and 2019. On
average the plant processed 91,093 tonnes per month, compared to
86,605 tonnes in the four-month operation period in 2020 and
70,475 tonnes in 2019. Processing improvements made in 2019 and
the commissioning of the apron feeder project earlier in the year have
achieved the desired impact of enhancing the throughput to 200
tonnes per hour (142 tonnes per hour in 2019), thereby increasing
total processing for 2021, despite the plant only resuming operations
from March.

Operating costs

Total cash operating costs, as defined below, were USD35.4 million
(2020: USD20.7 million and 2019: USD32.8 million) with unit
operating costs of USD5.45 per tonne of total rock handled (2020:
USD10.8 per tonne and 2019: USD5.90 per tonne). Total cash costs
have increased over 2020 as operations were active for nine months
of the year compared to four in the previous year.

OPERATIONS REVIEW

Total operating costs were USD80.9 million (2020: USD32.5 million
and 2019: USD69.6 million). The higher costs are attributable to a
longer period of full operations in 2021 when compared to 2020.

Total operating costs includes mining and production costs, mineral
royalties, intercompany marketing, management and auction fees,
selling, general and administrative expenses, and depreciation and
amortisation, but excludes the change in inventory. Cash operating
costs include mining and production costs and selling, general and
administrative expenses, but exclude intercompany marketing,
management and auction fees, depreciation and amortisation, and
mineral royalty and production taxes.

Capital expenditure

Total capital expenditure for the year was USD4.6 million,
comprising USD2.1 million invested in expansion and exploration
and USD2.5 million in existing mining and ancillary equipment
replacements and the Resettlement Action Plan (“RAP”). The 2021
expenditure compares to USD3.7 million and USD20.5 million in
2020 and 2019 respectively.

IMAGE  Montepuez ruby mine, Mozambique
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The RAP costs were covered by the provision previously set up for
this purpose. The spend on the RAP has now largely been incurred
with only a small number of incidental items remaining.

Geology and exploration

The MRM concession is located within the wedge-shaped Montepuez
Complex, ajunction between the north—south trending Mozambique
Belt and the east—west trending Zambezi Belt. Both belts are known
to be treasure-bearing and date from the Neoproterozoic Pan-African
tectonic event.

The Montepuez ruby deposit was reviewed, with all technical
information updated, as of 1 July 2019 to support a dual listing on the
AIM market of the London Stock Exchange. As a result, a Resources
and Reserves Statement (full Competent Persons Report (“CPR”))
was produced by SRK at 31 December 2019, which confirmed a
14-year open-pit LoMP and that the mine is well positioned for
growth in production. At 31 December 2021, an annual reserve
statement was prepared by MRM’s internal competent person, (see
page 58) which indicates a 13-year LoMP.

The rubies around Montepuez are found in two types of deposits:
primary mineralisation hosted within amphibolite or secondary
placer type found in gravel beds.

Primary rubies from the amphibolitic source (and also secondary
rubies in the associated overlying gravel bed) at Maninge Nice are
typically tabular and hexagonal crystals, with strong basal planes.
These gemstones are highly fractured with specific inclusions. Typically,
the production from primary mineralisation is a lighter-pink colour
and is often classified as sapphires. These sources provide a relatively
large volume of stones and are therefore considered a high incidence
but lower-quality deposit. In contrast, the production from secondary
gravel bed deposits at the Mugloto, Maninge Nice and Glass pits
is tumbled, deep red in colour, more transparent and contains fewer
inclusions. As these secondary deposits provide fewer gemstones
than the primary deposit, they are considered as low incidence but
high-quality deposits.

Drilling operations, which resumed in June 2021 following the
Covid-19 induced suspension from April 2020, focussed on the north-
western part of Mugloto Block and, along with previous drilling
results and airborne geophysics, confirmed sufficient continuity of
the primary ruby mineralisation. This is a positive result given the
quality of rubies currently being mined from the block.

A total of 2,498 metres of core drilling was completed during 2021
(1,128 metres in 2020 and 11,418 in 2019). Since inception a total of
60,081 metres of core drilling and 21,215 metres of auger drilling has
been completed.
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Based on exploration findings, stripping and mining activities
commenced at two new bulk sampling pits, Glass B Pit-3 and Mugloto
Pit-11, in August and December 2021 respectively.

In the period since Glass B Pit-3 commenced mining a total of 9,782
tonnes of ore have been processed. The quality of the rubies recovered
from this pit is similar to other Glass block pits, potentially adding
another significant source of high-quality rubies.

Mugloto Pit-2 expansion started in June 2021, with ore mining taking
place from December 2021.

Infrastructure

Enhancement of the production facilities continued with the
commissioning of the apron feeder in the treatment plant circuit in
May 2021, which has allowed for continuous feeding. The concrete
foundation work of the slime treatment plant (centrifuge decanter)
project is now complete and commissioned. Both improvements have
led to a much higher processing rate.

Construction of a new two-storey office building in the central
mining area resumed during the year, with the objective of bringing
the project management closer to the operational site. Completion of
this project, which had been delayed due to the pandemic, is expected
in the second quarter of 2022.

In 2020, while the Covid-19 pandemic was ongoing, all capital
projects were reviewed and delayed where possible as cash preservation

was of paramount importance.
Protection services

In addressing artisanal mining, which remains a significant challenge
given the size of the concession and the high incidence of Internally
Displaced People (“IDP”), a key consideration is the protection and
safety of the artisanal miners, security personnel and MRM protection
team members. IDPs are a direct result of the insurgency, which has
led to over 700,000 such people taking refuge in areas near MRM
and who pose an added threat to the operations, due to the risk that
they could join the illegal miners.

The Protection Services Department (“PSD”) continued with the
incorporation of supportive security enhancement equipment,
including better quality body cameras, lighting towers, drones and
wireless cameras, which have improved surveillance across the site.
The main objective is to minimise the level of artisanal activity within
and around the concessions, but also to enable earlier invasion
identification and facilitate a speedy and safe evacuation of the
artisanal miners. Patrol teams continue to use body cameras, which,
along with drones has resulted in improved monitoring of the MRM
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concession and adherence to the Voluntary Principles on Security
and Human Rights (“VPSHR”). Training delivered by reputable
third-party trainers to MRM employees about VPSHR, social media
awareness, conflict resolution and juveniles in artisanal mining has

also continued.

The PSD has successfully incorporated drones on site to monitor
artisanal mining and assist patrol teams in locating such activities. In
December 2021, the drone deployment included two short range
drones as well as two medium range drones that covered the mining
area on a 24-hour basis. In addition, two long range drones have been
acquired and once on site will significantly increase MRM’s drone
surveillance capabilities.

With the ongoing pressures within the area, the PSD remained
focussed on maintaining a high standard of service to keep MRM
personnel and property safe, and to prepare for any possible external
threats. Further, supportive security enhancement equipment,
including vehicle dash cameras and vehicle tracking, has improved
surveillance of personnel movement across the site and ensures focus
is kept on covering all patrol areas.

The Islamic insurgency in the northern part of the Cabo Delgado
province (about 200 kilometres northeast of MRM) remains a
concern, although it has been observed that the deployment of
the Rwanda Defence Force and South African National Defence
Force in the province has had a significant impact on controlling the
insurgency. Sporadic insurgent incidents are recorded regularly but
due to the run over of the insurgent strongholds by Government and
supporting joint international forces, the incidents are limited to the
northern Macomia district and Niassa province, to name but a few.

Using third-party advisors and security experts, both MRM’s PSD
and the Group’s senior management regularly track developments
in the region and the likely resulting risks posed to the site’s assets and
its people. Although a direct threat from the insurgents is currently
deemed unlikely, management is conscious of the possibility of
opportunists mounting an attack on MRM’s assets in the province
and/or the spread of insurgency.

Further information about risk mitigations relating to site safety and
asset protection can be found in the Risk and Uncertainties section
of this report.

MRM continues to work closely with Mozambican authorities to
raise awareness among local communities of the dangers of artisanal
mining and to assist in tackling ruby smuggling to reduce the risk to
and exploitation of vulnerable groups by well-organised syndicates.
The impact of the IDP on illegal artisanal mining was presented to

OPERATIONS REVIEW

the British High Commissioner in August 2021 by MRM and other
important mining houses for assistance with raising the matter with

the Government.
Health, safety and environment

Health and safety policies and procedures continue to evolve and
improve across the operation to create a safer and healthier working
environment at MRM. Safety training has focussed on toolbox talks,
assessing risks in work environments and improving the culture
associated with near-miss reporting. Two LTTs occurred during the
year. Of these, one was caused because of an attack by illegal miners
on a mine supervisor. The second one was directly attributable to
operational health and safety. In the interests of reducing the
frequency rate of injuries, a series of internal and external health and
safety training modules was incorporated into the health, safety, and
environment programme. The focus of this series was risk management
framework design and implementation, fostering job hazards analysis
and first aid, firefighting, and safe driving.

MRM successfully achieved one million LTI free shifts at the end of
October 2021. The Government recognised MRM’s efforts to
prioritise the health and safety of its employees, the communities and
the environment, presenting the company with the runner-up award
for Best HSE Practices in the Mining Sector. The Prime Minister of
Mozambique presented the award at a national event held in Maputo
in May 2021.

Good progress has been made in post-mining environmental
rehabilitation, with a total of 806 locally grown saplings being
replanted over an area of three hectares of backfilled land. The
IMS implementation of ISO9001, 1SO14001, and ISO45001
(respectively, the Quality Management System, Environmental
Management System and Occupational Health and Safety
Management System) is ongoing. All concerned parties and process
owners have completed the IMS certified training for interpretation and
implementation. This training was delivered by external consultants
and includes training the senior management of MRM. It is expected
that the IMS will be certificated in the next reporting period. MRM
also made progress regarding its mitigation of biodiversity impacts
by conducting a second biodiversity assessment in 2021 across the
concession and the findings and subsequent action plan are currently

pending.

In December 2021, a second regulatory independent environmental
compliance audit was conducted on MRM’ EIA and EMP
compliance. The initial findings indicate that MRM is largely in
compliance, with a few minor recommendations made that the team

are Jooking to remedy in 2022.
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Sustainability and corporate responsibility

MRM’s community engagement and project activities are aligned with
the policies of the Government of Mozambique and supplement
the Government’s efforts in improving the quality of life of the
community. Through its community engagement process, the key
focus for the community team during the year has been the
continuation of existing health and livelihoods and basic education
projects, as well as the implementation of several new projects. These
new projects include egg production trials together with chicken-
farming cooperatives; improvements and scaling up of community
conservation farming; the provision of sports equipment and kit to
local school children; and opening the operation’s sports grounds for
the local school children to use over the weekends.

The Vocational Training Centre enrolled 156 students, of which
130 graduated. The students comprised 47 qualifying in electrical
installation, and 83 in plumbing and civil construction. The painting
course was cancelled due to the low adherence and attendance.
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A key focus for the team has been the ongoing completion of the
RAP. The preparation and demarcation of the 210 hectares of
agricultural farmland block for resettled villagers was completed on
schedule despite sabotage carried out by the encroachers. The District
Government requested support from MRM to bear the cost of
replacement agricultural farmland for the encroachers to vacate the
RAP block. Because of the absence of farmland for the resettled
villagers, MRM paid monthly basic basket allowances for 105 villagers
from January 2021 to June 2021. MRM signed a Memorandum of
Understanding (MoU) with the District Administrator and CIAM
for the preparation of replacement agricultural farmland for the
encroachers. The works are ongoing and had been affected by the
start of the rainy season. From a total of 155 encroachers, 110 have
already been allocated new agricultural farmland and were given
agricultural kits composed of seeds, pesticides and fertilizers for them
to vacate the RAP farmland.

The inauguration of the RAP project has not yet been scheduled,
mainly due to the lingering agricultural farmland issue.

IMAGE  Agricultural projects, Mozambique
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Operational Grievance Mechanism

To further its ongoing commitment to transparency and support for
the local community, and under the voluntary settlement agreement
that ended the Leigh Day litigation, MRM has established an
independent operational grievance mechanism (“OGM”) designed in
keeping with the laws of Mozambique, the UN Guiding Principles on
Business and Human Rights (“‘UNGPs”), and industry best practices.
An Independent Panel determine the outcome of the grievances
submitted to the OGM, following investigation by an independent
Fact-Finding Team.

The OGM was formally launched on 4 February 2021, following the
completion of a pilot phase and a local public awareness campaign.
An independent monitor, Synergy Consulting, has been appointed to
report on the efficacy of the OGM and its performance against the
UNGPs Effectiveness Criteria at six-monthly intervals. A summary of
the Independent Monitor’s report for the six-month period ending
30 November 2021, can be found on Gemfields’ website here:
https://www.gemfieldsgroup.com/assets/montepuez-ruby-mining-
limitada/. The Independent Monitor has highlighted a number of
risks in connection with the implementation of the OGM, including
the high case-load, and has made a number of recommendations for
the OGM parties to consider. MRM accepts those recommendations
and will continue to seek the resolution of the identified issues

through dialogue with the other OGM players.
Human resources

As at 31 December 2021, 1,322 people were employed by MRM, of
whom 615 were directly employed and 707 were employed through
contractors. During the year, various internal and external training
programmes were attended, including training programmes on
human rights, health and safety (ISO14001:15 and ISO45001:2018),
finance, security and equipment handling.

Events after the balance sheet date

Following the formal approval for a 400 tph second treatment plant
by the respective Boards of Directors of MRM and Gemfields,
engineering design and procurement processes for the treatment
plant have commenced. Upon successful completion of this project in
the second half of 2022, MRM’s processing capacity will increase
three-fold to 600 tph.

MEGARUMA MINING LIMITADA (“MML")

MML is a venture between Gemfields, who hold 75% of the share
capital, and EME Investments SA, Mozambique, who hold 25% of
the share capital. MML ruby-mining licence 7057C is located in the
Montepuez District of Mozambique, sharing a boundary with the
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existing MRM licence and covering approximately 155 square
kilometres. MML previously held two licences, 7057C and 7049C,
however, in complying with changes in legislation, 7049C has been

transferred to another company under the same sharcholding
structure. The new mining legislation requires each licence be ring-
fenced with a unique tax number and the only way to achieve this is

by housing the licences in separate companies.

Operations at MML resumed in July 2021, following the Covid-19
related suspension since April 2020, primarily with start-up
maintenance of the treatment plant and processing of stockpiled ore.
Work also began on trenching smaller pits to allow for more areas to
be assessed to expedite the testing and assessment of the ore, resulting
in a total of 10 trenches being opened and 249,302 tonnes of rock
handled, including 25,304 tonnes of ore. Of this 20,943 tonnes were
treated in the plant, resulting in the recovery of a moderate quantity
of low-quality ruby of varying grade. With the continued efforts
to improve the production throughput, more encouraging results are

expected to be seen over time.

To further increase the exploration and evaluation activities, manual
pitting was initiated from September 2021 with a total of 30 manual
pits being opened in different target locations. Altogether 18.4 tonnes
of ore were collected and processed using bushman jigs at the
treatment plant, resulting in a modest recovery of low-quality ruby
of varying grade.

IMAGE Responsibly sourced rough ruby, Montepuez Ruby Mining, Mozambique

ANNUAL REPORT 2021

The Protection Services Department (“PSD”) has continued to
manage the security of the licence area with a view to achieving the
scale and sophistication of the MRM PSD over time. Following an
assessment of the licence, a number of areas were identified as having
been illegally mined resulting in 95 illegal pits being safely closed.
A total of 3.8 tonnes of confiscated ore was recovered and processed
at bushman jigs at the treatment plant, with some low-quality rubies
being recovered.

MML will continue its exploration and evaluation operations in
2022 and into 2023.

NOVO MEGARUMA MINING LIMITADA ("NMML")

As discussed above, in order to comply with the new mining
legislation that requires every mining licence to have a unique tax
identity, this title, originally held by MML, was transferred to a
newly registered company, Novo Megaruma Mining Lda, in May
2021. Licence 7049C shares a boundary with the MRM licence and
covers approximately 190 square kilometres.

Exploration activities on concession 7049C were deferred due to
force majeure conditions resulting from the Covid-19 suspension.
However, NMML has put measures and processes in place to
ensure that local statutory requirements are complied with in the
intervening period.

As a result of the continued prevalence of the force majeure
conditions, the application for the renewal of the Environmental
Licence (Category B), lodged in December 2020, remains pending
with the Provincial Directorate of Land, Environment and Rural
Development (“DPTADER”). The current licence expires in March
2021, however this has no impact on NMML’s operations as the
renewal application was submitted within the requisite timeframe,
and the delay is attributed to the impact of Covid-19 on the relevant
Government departments and the existing force majeure situation.
All necessary communications regarding the ongoing situation on
the ground continue with the office of the National Mining Institute
(“INAMTI”). NMML expects that the requisite environmental licence

will be granted in due course.

Despite the ongoing application for the Category B licence, NMML’s
right of access and ability to continue operating with licence 7049C
remains valid until November 2039.

EASTERN RUBY MINING LIMITADA (“ERM")
The mining licence 8277C held by ERM, a venture between

Gemfields, who holds an 80% interest and Taibo Mucobora, with
a 20% interest, is valid for 25 years. The licence covers an area of
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116 square kilometres and shares its western boundary with the
licence of NMML (7049C).

The Environmental Licence (Category B Certificate) was awarded
by the Ministry of Land, Environment and Rural Development
(“DPTADER”) for the period to December 2024. The licence
permits ERM to commence exploration and bulk sampling activities
in the demarcated boundary areas that were established from work
carried out during 2019.

The land rights for mining activity (‘DUAT”) application was filed
for five sectors in November 2019. Out of the five, two DUAT
certificates were approved covering 10,190 hectares, accounting for a
major part of the total DUAT area, meaning that ERM has the right
to operate on the majority of the licence area. The remaining three
DUATs covering an area of 93 hectares are still pending and are
expected to be issued at the provisional level, as opposed to national

level, given the very limited area they cover.

During 2020, the construction of the camp and the procurement
of heavy earth-moving machinery were postponed shortly after
commencement due to the Covid-19 pandemic. The key start-up
activities recommenced in 2021 and ERM is expected to start bulk
sampling and other key exploration and evaluation activities in the
third quarter of 2022.

CAMPOS DE JOIA LIMITADA (“CDJ")

CD]J is a Gemfields holding company registered in Mozambique that,
until May 2021, held four licences — 7427C, 6114L, 9059L and
9060L - totalling an area of 456 square kilometres. 7427C is a mining
title and is located 10 kilometres to the north-west of MRM. The
remaining three are contiguous exploration licences and are located
immediately to the south of the NMML concession.

To align with the new mining legislation in Mozambique, which
requires a unique tax identity for each licence, the three exploration
licences were transferred in May 2021 to three newly registered
companies: Novo Campos De Joia 1 (“NCDJ1”), Novo Campos De
Joia 2 (“NCD]J2”) and Novo Campos De Joia 3 (“NCDJ3”).

The Environmental Licence (Category B) for 7427C is valid until
9 July 2024, allowing for the immediate commencement of
exploration activities and bulk sampling in due course.

No significant work occurred on all four licences during 2021,
as the Group preserved cash because of the impact of Covid-19.
All significant exploration and evaluation activity is expected to
resume in 2022.


https://www.gemfieldsgroup.com/assets/montepuez-ruby-mining-limitada/
https://www.gemfieldsgroup.com/assets/montepuez-ruby-mining-limitada/
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SECTION 2.3.3

Operations Review

Fabergé Limited (“Fabergé”) is one of the world’s most recognised
luxury brand names, underscored by a well-documented and globally
respccted heritagc. As a wholly owned subsidiary of Gemfields,
Fabergé provides direct access to the end consumer of coloured
gemstones through directly operated boutiques, international whole-
sale partners, faberge.com and other online marketplaces, as well
as boosting the international presence and perception of coloured

gemstones through its consumer-focussed marketing campaigns.
FINANCIAL PERFORMANCE

Fabergé achieved record revenues of USD13.8 million in the year
to 31 December 2021, compared to USD7.1 million in 2020 and
USD10.5 million in 2019.

During the same period, Fabergé recorded a gross profit (calculated as
revenue less change in inventory and cost of goods sold) of USD3.3
million (compared to USD3.9 million in 2020), and an EBITDA loss
of USD4.9 million (compared to a loss of USD3.7 million in 2020).
Operating expenses in the year were USD8.3 million (USD7.6 million
in 2020).

Fabergé Limited

POINTS OF SALE

For the year to 31 December 2021, Fabergé directly operated three
points of sale: a concession in the Harrods Fine Jewellery Room,
London, a mono-brand boutique located in The Galleria Mall,
Houston, Texas, USA, which is the state’s premier retail destination,
and a mono-brand boutique located in the world-famous Dubai Mall,

Dubai, UAE.

Fabergé products were also available throughout partner-operated
multi-brand boutiques in Albania, Andorra, Australia, Austria,
Azerbaijan, Bahrain, Belgium, Canada, China, Czech Republic,
Finland, France, Germany, Greece, India, Italy, Jordan, Japan,
Kuwait, Malta, Moldova, New Zealand, Norway, Holland, Qatar,
Romania, Saudi Arabia, Sint Maarten, South Africa, Spain,
Switzerland, Portugal, Thailand, UAE, UK, Ukraine and the USA.
The total number of Fabergé outlets increased from 81 to 116 during
the year.

In addition, Fabergé products are also available for purchase online
via Faberge.com, and a host of other third-party online market-
places including Net-A-Porter, Saks, JD.com and TMall.com. In
2021, Fabergé has focussed on growing the number of third-party
online marketplaces it sells through, which now significantly surpasses
the pre-pandemic level.

IMAGE The Fabergé x Game of Thrones Egg, featuring a Gemficlds

Mozambican ruby
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PRODUCT DEVELOPMENTS

To commemorate 100 years since Peter Carl Fabergé passed away,
Fabergé crafted an extraordinary, one-of-a-kind egg objet. Handcrafted
in 18k yellow gold, and weighing an astonishing 10kg, this unique
objet took inspiration from the first-ever Imperial egg, the 1885 Hen
Egg, as well as the 1887 Third Imperial Egg. The Centenary Egg, set
to be a future heirloom, features gold fluting, a technique for which
Peter Carl Fabergé was renowned and which featured heavily in his
carly works of art. The egg is also set with spectacular Gemfields
Mozambican rubies and Zambian emeralds, giving it a contemporary
and colourful twist and complementing the white diamonds which

line its circumference.

Fabergé also introduced the latest addition to its Visionnaire
timepiece collection, the DTZ Dynamist — a new creation fusing the
energy of movement with surprise. Featuring an award-winning
movement developed exclusively for Fabergé, this timepiece elegantly
merges modern technology with Fabergé’s culture and heritage. The

GEMFIELDS GROUP LIMITED / 39

design features a case comprising ceramic and titanium, complemented
by a classic black fascia which, when coupled with the yellow gold

clements, makes for a strong, contemporary, bold colour combination.

During the year Fabergé also expanded upon its chic, contemporary,
Colours of Love collection to include new multi-coloured, fluted rings

containing an array of vibrant coloured gemstone combinations.
MARKETING AND COMMUNICATIONS

In April 2021, in keeping with Fabergé’s iconic legacy of creating
exquisite objets d’art, Fabergé announced to the worlds press the
commission of its next Imperial class objet egg, through a unique
collaboration with Warner Bros. to commemorate the extraordinary
story of HBO”s award-winning television series Game of Thrones.
This surprise collaboration fused Fabergé’s superior craftsmanship
and artistic ingenuity with one of the 21st century’s most popular
shows. This exquisite creation was unveiled for the first time at a star-

studded event in Los Angeles in December 2021.

In addition to the Fabergé x Game of Thrones Egg, a number of other
extraordinary objets were also revealed in 2021. In February, the
release of the Fabergé x Craft Irish Whiskey Co. partnership set a
world record for the world’s most expensive whiskey set. This set
included a Fabergé Celtic Egg and Fabergé Altruist Timepiece. In
May, the Fabergé Centenary Egg was revealed. This is a unique egg
objet crafted from 10kg of yellow gold, commemorating 100 years
since Peter Carl Fabergé passed away. In October, the Fabergé Majesty
Clutch Bag was unveiled, marking the first time Fabergé has made a
bag since 1917.

Fabergé had a strong year for celebrity dressing, working with the
likes of Dua Lipa, Carrie Underwood, Olivia Culpo, Rachel Zegler,
Rita Ora, Kim Petras, Abby Roberts, Julia Michaels, Indya Moore,
Saweetie and Nathaniel Curtis, to name just a few.

A new jewellery collection, titled ‘Fabergé 1842} was announced in
May. This collection of 18k yellow gold fine jewellery celebrates the
Faberg¢ hallmark, and was designed to be versatile for everyday wear
and mixed-and-matched with other Fabergé creations to create a

unique look.

Charitable endeavours were also a core focus for Fabergé in 2021,
including partnerships with the Trans Wellness Centre, and the
Gemfields Foundation.

Throughout 2021, Fabergé also maintained a blend of digitally

focussed marketing to support online sales.

IMAGE Rachel Zegler wearing Fabergé featuring Gemfields Colours of Love Rings, featuring Gemfields Zambian emeralds, courtesy of Getty Images



PERFORMANCE

SECTION 2.3.4

Operations Review

MOZAMBIQUE

Nairoto Resources Limitada (“Nairoto”, or “NRL”) is a venture
registered in Mozambique, with Gemfields Limited holding a 75%
interest and Mwiriti Limitada carrying the remaining 25%. The
venture was set-up to manage and develop a cluster of twelve
exploration and mining licences, and became functional in January
2020. The licences are located about 30 kilometres to the north of the
MRM concession and hold exploration potential for gold (both
primary and secondary), ruby and allied minerals.

Soon after acquisition by Gemfields, SRK was engaged to provide
advisory and technical support with an initial focus on secondary
gold resources, with the aim of identifying and evaluating the primary
source. Accordingly, SRK completed this exercise for all twelve
licences based on the available airborne geophysical data and satellite
imagery and the outcome of this exercise was encouraging. It led
to the identification of 88 catchment areas and 38 potential targets
for secondary gold and primary gold, respectively. SRK designed a
stream sediment sampling programme to evaluate the secondary gold
potential of these catchment areas, which began in June 2021. The
programme has a target of collecting some 3,732 samples, out of
which a total of 2,253 samples (60%) were collected by the end of
2021. Of these, 942 samples (41.8%) were found to contain visible
gold grains after panning,

Out of the 88 target catchment areas identified for stream sediment
sampling, 62 were sampled by NRL in 2021. Gold was successfully
identified in 43 of these catchment areas (68%).

Augur sampling was initiated to collect soil samples with the help of a
handheld augers. The use of manual augers is not only easier to
operate in NRL’s challenging landscape, but it makes the sampling
process quicker and was found to be effective in guiding the trenching
operations.

Of the samples washed and panned, concentrates from 3,004 soil
samples, 1,641 pit samples and 1,844 stream samples were analysed
onsite using a handheld XRF analyser. The XRF analysis of soil

Other Development Assets

samples aids in detecting pathfinder elements (such as gold, arsenic,
copper, lead and zinc) on a regional scale and, based on these path-
finders and their geographical commonality, certain anomalous areas

have been chosen for further close-space soil sampling and pitting.

Subsequently, an exploratory trenching programme commenced in
July 2021 deploying an excavator, four tipper trucks and associated
ancillary equipment. A total of 22 trenches were excavated over
the different target locations (“TLs”). Operations were paused in
December 2021 with a total trench length of 4,069 metres and a total
sample weight of 16,456 tonnes collected. The potential ore produced
from these trenches was processed in the pilot treatment plants to
recover the contained gold and evaluate the ore grade. This exercise
will continue until all of the potential ore produced thus far has
been processed. A total of 164 composite samples of trench-wall
concentrate have been prepared and for sending to the ALS Chemex
laboratory in South Africa to verify the grade data achieved by the
pilot treatment plant.

Post the pandemic, the pilot plants resumed operations in the last
week of May 2021 and a double shift operation started from July
2021. For the year 2021, the pilot plants processed 7,661 tonnes of
ore from the different trenches of the TLs, demonstrating the presence
of anomalous gold concentrations. Treatment of potential ore from
different layers of soil has furthered the understanding of their
respective treatment plant response as well as the indicative feed grade
for this stage of the exploration programme.

NRL has also commenced smelting of accumulated gold concentrates
and, by the end of 2021, a total of 942 grams of gold “dore” was
produced.

Evidence of primary gold was noted during the excavation of
Trench 03 in TLOS, in which a set of three auriferous smoky quartz
veins (each ~Scm in width) was uncovered, intruding into micaceous
schist, one of which was traced along strike into the adjoining Trench
02. Visible grains of gold were noticed in the concentrate recovered
from the sample collected from the veins. Additional samples of all
veins and surrounding material are being prepared for sending to the
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ALS Chemex laboratory in South Africa for analysis. Some 350

channel samples of 1 metre length taken from the bedrock will be
submitted from the TL5 area. These samples will be analysed for
gold and multi-elements.

The results of trace element analysis from 50 stream-sediment samples
collected in 2017 have recently been received from the ALS Chemex
laboratory in South Africa. These samples were originally collected
by Mwiriti prior to Gemfields' acquisition of 75% of NRL and
were sent to the laboratory by NRL after operations resumed in 2021.
A large proportion of the pathfinder results received from ALS
Chemex are above the detection levels which can be measured by the

IMAGE ABOVE  Sampling, Montepuez Ruby Mining, Mozambique
IMAGE BELOW  Livelihood projects, Mozambique
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in-house XRF analyser, except for some including gold and silver
which requires, for example, a minimum of 4ppm of gold and 2ppm
of silver for optimal use.

That said, and although the sample size is too small to be conclusive,
there is a high level of correlation between the laboratory results for
some of the key pathfinder elements (arsenic, copper, lead and zinc)
and the corresponding XRF analysis data obtained where results are
above the minimum detection levels required for XRF use. There is
also a strong correlation for the gold results received from ALS
Chemex and the “gold factor” data recorded onsite by NRL. This
provides a reasonable basis for the ongoing use of the in-house XRF
analyser for carrying out trace element analysis on future soil sampling
programs during the 2022 exploration campaign.

NRL is planning to commission a higher capacity mobile modular
plant to strengthen the exploration activities.

SRK is in the process of completing their desktop review of NRL’
2021 exploration results. In a communique, SRK noted that the ‘gold
factor’ data from NRL’s sampling campaigns has been used to produce
an empirical model for primary gold prospectivity across a network
of catchment basins extracted from the available hydrological data.
Principal component analysis has been performed on the XRF dataset
in order to identify multi-element correlations between metals
associated with hydrothermal gold mineralisation. This analysis has
identified correlations between arsenic, copper, silver and bismuth

and which provides a tool for licence-scale mineralisation targeting.

As part of the desktop review, SRK is also evaluating the results of the
2021 stream and soil sampling campaigns with respect to established
regional targeting criteria for gold mineralisation. Targeting criteria
will be refined based on the new dataset and will be used to recommend
follow-up sampling locations over areas of the licence that have not
yet been explored.

While activity is at an extremely early stage and conclusions cannot
yet be sensibly drawn, the exploration exercises carried out to date
have produced approximately one kilogram of gold dore from insitu
grades varying from 0.1 to 0.7 grams per tonne (“gpt”) with an
average-to-date of 0.2 gpt in the soil samples collected from the
trenches and using a cut-off grade of 0.1 gpt. These grades have been
assessed on site by processing the soil samples in the small onsite pilot
plants. Once the channel sample results have been returned from
ALS Chemex, further correlations between the “gold factor” values
and the laboratory results will be used to identify higher grade
stockpile material at the plant for priority processing.

The southern part of the NRL licence area is also host to ruby-bearing
formations which may turn out to be the northern extension of
the ruby-bearing formations on the MRM concession located about
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20 kilometres to the south. Ruby grains associated with amphibolite
have been seen in a small pit excavated by artisanal miners on the
NRL licence. Further exploration is required to establish viability.

NRL continued to support local authorities during the year in
combating the pandemic by donating face masks and sanitisation
supplies to the local communities. NRL also assisted local communities
in restoring some of their pre-existing but non-functional hand

pumps for access to water.

As part of the Group’s commitment to conservation and protection
of wildlife, NRL signed a Memorandum of Understanding with
the neighbouring Quirimbas National Park (“QNP”) to support its

operations.
MADAGASCAR

Oriental Mining SARL, a 100% subsidiary of Gemfields, holds a
number of concessions for a range of minerals, including emerald and
sapphire, which comply with all statutory and regulatory obligations.
Gemfields was planning to commence preliminary investigations
with regard to several permits in 2020, however, the global travel
restrictions and cost-saving measures implemented across the Group in
response to the Covid-19 pandemic resulted in strategic deferment of
the developmental activities in Madagascar. Continued efforts were
made to engage with the local stakeholders through contacts and
consultants within the country. Gemfields Foundation constructed
a primary school in rural Madagascar, complete with biogas
and a water supply, which now serves 195 pupils living close to
Antsahamarofoza, in Antananarivo district. The school will provide

students with an education, hot meals and a clean water supply.

It is hoped that preliminary exploratory activities will commence in
the latter half of 2022.

ETHIOPIA

Gemlfields owns 75% of Web Gemstone Mining ple (“WGM”), a
company that holds a 148.6 square kilometre emerald exploration
licence in southern Ethiopia. Exploration activity began in June 2015
in an area called the Dogogo Block in the northern part of the licence.
The area was selected based on conducive geological settings and
evidence of past artisanal activity. The licence area was evacuated in
June 2018 after the operational and residential areas of the project
were invaded by an armed mob. Gemfields has not yet returned to the
licence area due to ongoing security risks and widespread political
and ethnic unrest in the region.

The political and security situation in Ethiopia remains unsettled.
The national elections, originally scheduled for May 2020, were
finally held in June 2021, after delays brought about by the Covid-19

OPERATIONS REVIEW

pandemic. As was widely anticipated, Prime Minister Abiy’s Prosperity
Party won. It is hoped that the election result will help to settle the
recent political unrest. The recent instability in Tigray region looks
to be settling. However, it is possible that it will have an ongoing
impact on the stability of federal politics until fully resolved. Given
the prevailing security conditions in the region and the pandemic
situation, it is highly likely that there will be an adverse knock-on
effect on WGM'’s return to work (“RT'W”) plan.

Throughout the period of unrest, WGM has maintained regular
contact with local, regional, and federal Government authorities,
including regular letters and interactions with key stakeholder groups
and authorities at every level. Furthermore, and despite not having
a functioning operation, the Company has maintained a regular
programme of community support to show its continued commitment
to the project and the local communities. In April 2020, it distributed
a shipment of essential food and medical provisions to support the
most vulnerable members of the community through the pandemic.
In September 2021, the Company made a significant contribution
towards an initiative by the Oromia Mineral Development Agency
for the creation of a mineral development committee to support
investment and community dialogue for the development of Oromia’s
abundant natural resources. In November 2021, the Company sent a
shipment of food products to Borona zone authorities to support
vulnerable community members affected by the drought conditions

the region is currently experiencing.

WGM’s exploration licence was renewed by the Ministry of Mines
for a further year in January 2021 without relinquishment of any
licence area on force majeure grounds. A renewal application for
2022 was submitted to the Ministry of Mines in November 2021.

Given the impact of Covid-19 on the Group during 2020, significant
efforts were made to reduce spending, where possible, on non-core
and developmental projects, including WGM. All operations
(including RTW) were postponed until at least 2022, with the
exception of critical business functions, regulatory obligations and

essential community engagement.

Given the political situation, the status of various licence applications
and cessation of any significant spend anticipated in the near future,
an impairment review of WGM has been performed in accordance
with the relevant accounting standards. The timing of and uncertainty
surrounding the RTW and spending whilst the political turmoil
exists suggest that the carrying amount of the assets held in WGM
may not be recovered. As such, the USD4.4 million carrying value of

the assets was written down to Nil value at 31 December 2021.

WGM hopes to initiate baseline community engagement activities
during 2022 to prepare the ground for RT'W, should the operating

environment show signs of stabilisation.

SECTION 2.4

Finance Review

A summary of the key financial indicators of the Group for the year
ended 31 December 2021 is shown in the table below.

IN THOUSANDS OF USD 2021 2020
Revenue 257,706 34,567
EBITDA! 133,101 (32,909)
Profit/(loss) after tax 64,963 (93,227)
Cash generated from/(utilised in)

operating activities 98,121 (20,166)
Free cash flow? 118,122 (58,968)
Net cash/(debt) 62,985 (12,643)

1 — Earnings before interest, taxation, depreciation and amortisation, adjusted to
exclude one-off impairments on the Groups fixed assets, fair value gains or losses on the
Group’s non-core equity investments and share based payments.

2 - Free cash flow is calculated as cash flow from operating activities less taxation paid,
sustaining and expansionary capital expenditure and foreign exchange gains and losses
and excludes all working capital movements. A full breakdown can be seen in Note 3:
Segmental Reporting to the Consolidated Financial Statements.

OVERVIEW

The Group’s primary financial key performance indicators (“KPIs”)
are revenue, EBITDA, free cash flow before working capital
movements and net cash/(debt). For a reconciliation of the above
KPIs, see Note 3 to the Consolidated Financial Statements.

The Group achieved record revenues of USD257.7 million during
2021, predominantly from the five sets of mini auctions held during
the year. The record revenues achieved in 2021 are 19% higher than
the USD216.2 million revenues realised in 2019, the last record-
breaking and also pre-Covid-19 year for the Group.

These outstanding revenues were made possible by the remarkable
work carried out by teams across the Group, managing logistics,
new auction viewing locations and auction partner expectations. The
online bidding platform for rough gemstones introduced by the
Group at the end of 2020, which permits customers located in
multiple jurisdictions to participate in a sealed-bid sales process, was

also essential in achieving the record-breaking auction revenues.
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Thanks to these factors, the Group is now in a position to hold
rough gemstones auctions whilst navigating the various Covid-19
restrictions in place across the globe and has a more robust sales
platform to manage further challenges should they come our way in

the future.

The Group also recommenced its mining operations at MRM and
Kagem during the year, with both mines back to normal capacity by
May 2021. Since May 2021, the production of both emeralds and
rubies has been encouraging, with operations at the mines remaining
largely uninterrupted by Covid-19.

The exceptional revenues achieved, alongside the slightly reduced cost
base for the year that reflects only eight months of normal-capacity
mining operations, reduced corporate operating costs and minimal
capital expenditure, has resulted in EBITDA of USD133.1 million
and free cash flow of USD118.1 million. These excellent results led to
the Group ending the year with net cash of USD63.0 million. Please
note, however, that these margins are unlikely to be repeated in future
periods because of the abnormal cost base in the year.

The phenomenal results achieved by the Group in 2021 come off
the back of the worst year in the Groups history, where the
Group’s operating and financial performance was severely impacted
by the Covid-19 pandemic. As operations have moved back to
“business-as-usual” during 2021 and with positive emerald and ruby
production coming through, Gemfields has reason to look forward

with optimism.

REVENUE

IN THOUSANDS OF USD 2021 2020
Kagem 91,830 22,300
MRM 147,367 -
Fabergé 13,753 7,144
Other 4,756 5,123
Total 257,706 34,567

IMAGE David Lovett, Chief Financial Officer
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During 2020, the Covid-19 pandemic had a significant impact on the
Group, with total revenues for the year falling to USD34.6 million, a
substantial 84% reduction on the total revenues of USD216.2 million
achieved in 2019. This significant reduction resulted from the Group
only being able to hold two emerald auctions in 2020. A CQ auction
in Lusaka, Zambia, in February 2020, generating revenues of
USD11.4 million at an average of USD4.01 per carat, and a series of
HQ mini auctions in November and December 2020 that achieved
total revenues of USD10.9 million, with an overall average value of
USD59.84 per carat. No ruby auctions were held in 2020.

The series of mini auctions for HQ emeralds held in November and
December 2020 were the first of the innovative multi-city online
auctions to be held by the Group. The second series of mini auctions
using the online bidding platform was held between 15 March 2021
to 17 April 2021 for both HQ emerald and MQ ruby. Total revenues
generated from these auctions were USD90.1 million, indicating

strong market demand and robust pricing.

FINANCE REVIEW

A further series of mini auctions for HQ emerald and MQ ruby was
held across November and December 2021, generating USD126.1
million in revenue. Additionally, in August 2021 a CQ emerald
auction was held that generated revenues of USD23.0 million. As
championed by Gemfields over the last decade, the auctions were
fully monitored by the Ministry of Mines and Minerals Development
of Zambia and the Zambia Revenue Authority for the emerald
auctions, and the Ministry of Mineral Resources and Energy and
the Mozambique Tax Authority for the ruby auctions, all via video
conference. We thank the Governments of both Zambia and
Mozambique for working with us to keep the alternative auction

process as transparent as POSSiblC.

Total revenues of USD91.8 million generated from emeralds in 2021
is a record calendar year for Kagem. Average per carat prices achieved
in 2021, of USD115.59 and USD150.65 for the HQ mini auctions
and USD6.61 for CQ mini auctions, also set new records for the

Group, and were well above the average per carat prices of USD78.63
for HQ and USD4.61 for CQ achieved in 2019. Further, for the

IMAGE  Kagem emerald mine, Zambia
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HQ auctions the average number of customers participating in the

online bidding was 58.5, with an average of 19 bids made per lot.
These participation rates far exceed 2019, where the Group saw an
average number of customers participating in bidding of 46.5, with
an average of 8.5 bids per lot. This strong and wide-reaching demand
demonstrates that rough emerald prices and demand are strong
despite the impacts of the Covid-19 pandemic. It is noted however,
that while the 2021 auctions saw record overall revenues and pricing,
each auction has a slightly different composition in terms of the
product-mix and should not be directly compared.

Total revenues of USD147.4 million for rubies realised for the year
were also record-breaking for the Group. Average per carat prices
achieved in 2021 of USD171.33 and USD132.47 for the two MQ
mini auctions again set new records and were well above the average
per carat prices achieved in 2019 of USD51.99 and USD77.12.
The auctions saw an average of 50.5 companies placing bids, with over
95% of lots sold at each auction series. Like emeralds, this indicates
that rough ruby prices and demand remain robust despite the impacts
of the Covid-19 pandemic. Whilst 2021 was the first-time ruby
auctions had been held by the Group since December 2019, meaning
that built-up demand over this period could have contributed to these

results, those achieved indicate that market dynamics also remain

IMAGE Responsibly sourced rough rubies, Montepuez Ruby Mining, Mozambique
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strong. As with emeralds, it should be noted that the specific auction
mix and quality composition of the lots offered vary in characteristics
and therefore, the results of each auction are not directly comparable.

Opverall, the persistent demand for both emeralds and rubies has been
reflected in the robust prices achieved in all mini auction series held
in 2021. Additionally, the Group saw an increase in the number
of competitive bids per schedule compared to pre—Covid—19 levels,
further demonstrating that the wider market demand is strong.
Although the Group may revert to more traditional in-person
auctions once the pandemic-related travel restrictions allow, the huge
success of the mini auction format provides confidence that an
alternative route to market is available. The Group plans to return to
its established six-auction schedule for 2022.

Fabergé generated revenues of USD13.8 million in the year, 94%
above the USD7.1 million achieved in 2020, and 31% above the
USDI10.5 million achieved in 2019. Consumer confidence continued
to improve throughout 2021 as Covid-19 restrictions were eased,
translating into increased sales. Direct-to-customer and web sales
both saw strong performance in the year as Fabergé continued to

focus on diversifying its revenue streams.

Other revenue represents the direct sales of low-quality emeralds and
beryl in India and the sale of historically purchased cut and polished
gemstone inventory in the UK and South Africa.

COSTS

In response to the Covid-19 pandemic all but critical operations
at Kagem and MRM were suspended in March and April 2020,
respectively. Operations recommenced in early 2021, with MRM’s
treatment plant and sort house starting in mid-February and those
at Kagem from mid-March 2021. Mining operations recommenced
from April 2021, with both mines operating back at normal capacity
by May 2021. At the corporate level, all UK staff members, including
the Gemfields Group Limited (“GGL”) Board of Directors, received
a 20% salary reduction from 1 May 2020, with all significant
marketing, travel and other discretionary spend suspended or
significantly curtailed. Following the success of the mini auctions
held in March and April 2021, salaries were increased back to 100%
from April, however, marketing, travel and other discretionary spend

remained curtailed for most of the year.

Total mining and production costs (excluding mineral royalties and
production taxes) were USD57.8 million in 2021, an increase of
USD19.0 million on the prior year, reflecting the recommencement
of mining operations from April 2021. Operations at both Kagem
and MRM reached normal capacity from May 2021 with minimal
disruptions encountered for the remainder of the year. The 2021 cost
base however remains 30% below the 2019 costs of USD82.0 million,
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predominantly due to the reduced period of operations at both
mines when compared to the full year of operation in 2019. For
2022, mining and production costs will likely increase to at least

pre-pandemic levels.

Mineral royalties and production taxes, which are calculated as 10% and
6% of ruby and emerald revenues, were USDS5.5 million for the Kagem
emerald auctions (2020: USD1.7 million) and USD15.0 million
for the MRM ruby auctions (2020: Nil).

The change in inventory and cost of goods sold expense for the year
has increased from USDO0.5 million in 2020, to USD9.7 million in
the current year. In other words, sales across the Group were above the
volume of carats mined at Kagem and MRM. The Group values its
rough emerald and ruby inventories based on their weighted average
cost of production. This means that direct costs of production are
capitalised to the balance sheet when incurred, with the average cost
accumulated per carat then released back to the income statement
when the gemstones are sold. For sales of jewellery and cut and
polished gemstones, the original inventory purchases are directly
capitalised to inventory, hence there are no offsetting movements in
the change in inventory line of the Consolidated Income Statement.

In 2021, the larger quantities sold at the mini auctions held in the year
caused cost of goods sold (“COGS”) to increase by USD52.4 million
in comparison to 2020. This has been largely offset by the increase in
mining and production costs capitalised to inventory, following the
recommencement of mining operations from April 2021. For MRM,
anet expense of USD3.0 million was realised, in line with expectation,
as operations and hence cost capitalisation only recommenced in
April 2021, meaning more carats were sold than produced. At Kagem
however, robust production since operations recommenced has
meant that cost capitalised were higher than the COGS for Kagem
by USD8.1 million in the year.

The net add-back in the income statement across the key mining
operations has been offset by the COGS arising from the sales of
jewellery and cut and polished gemstones across the remainder of the
Group. Most notably, the cost of goods sold for Fabergé increased
by USD7.1 million in 2021 to give a total cost for the year of
USD10.4 million, reflective of the increase in revenues realised by
the entity in the year.

In the period from when the mines were placed on temporary
suspension in 2020 until 31 March 2021 all unavoidable mining
and production costs were expensed directly and not capitalised

to inventory.

Mining and production costs capitalised to intangible assets in
relation to the Group’s development projects were USD3.3 million
for the year, slightly above the USD2.9 million capitalised in 2020.

FINANCE REVIEW

Depreciation and amortisation in the year is USD6.5 million higher
than 2020. The increase was predominantly due to the amortisation
of the purchase price allocation fair value uplift to the mining assets
at Kagem and MRM, representing the excess purchase consideration
on acquisition by GGL (formerly Pallinghurst Resources Ltd) in
2017, that is depreciated on a unit of production basis. In 2021,
USD12.4 million of the USD27.5 million total depreciation and
amortisation related to the mining assets, compared to USD3.9 million
in 2020, reflecting the mining operations being suspended over a
longer period in 2020. The remaining depreciation and amortisation
of USD15.1 million fell slightly compared to the comparative 2020
charge of USD17.1 million as a result of the Group minimising its
capital expenditure since the Covid-19 pandemic began.

Selling, general and administrative expenses (“SG&A”), excluding
impairment of non-current assets, of USD40.9 million were
USD8.3 million above the USD32.6 million spend in 2020. The
25% increase in cost in comparison to 2020 is reflective of the
Group moving back towards business-as-usual activities, including
the restoration of full salaries across the Group from 1 April 2021,
highcr insurance premiums, increases in travel expenses as some
business travel has opened back up with the easing of Covid-19
restrictions, reinstatement of bonuses, changes in the operational
grievance mechanism (“OGM”) provision and increases in CSR
accrued costs at MRM and Kagem that are linked to revenue

generation.

In comparison to 2019, the 2021 SG&A cost remained USD13.7
million below the total 2019 cost incurred of USD54.6 million.
Looking forward to 2022, the Group expects SG&A costs to
continue to rise to at least their pre-Covid-19 levels, as the Group’s

IMAGE Responsibly sourced rough emerald, Kagem Mining, Zambia

ANNUAL REPORT 2021

marketing and advertising campaigns recommence (2019 spend of
USD13.7 million, 54% above the USD6.2 million spent in 2021),
global travel opens up and inflationary pressures take hold.

The cost base of the Group is also impacted by fluctuations in
foreign currency exchange rates in key operating locations. Net
foreign exchange gains of USDO.5 million were realised in 2021 in
comparison to a loss of USD2.9 million in 2020. The key foreign
exchange fluctuations arose predominantly from the Mozambican
Metical (“MZN”) average rate strengthening by 6% against the
US Dollar (“USD”) and the Zambian Kwacha (“ZMW”) weakening
by 6% compared to the USD. During the year, the USD average
rate has also devalued by 6% against the Pound Sterling (“GBP”).
The strengthening of the GBP led to a foreign exchange loss in
the Corporate segment due to the high volume of operating costs
denominated in local currency.

In the prior year, net foreign exchange losses of USD2.9 million arose
as the USD average rate strengthened significantly, by 43% against
the ZMW and 12% against the MZN and weakened by 1% against
GBP, leading to losses on the net foreign currency assets at Kagem,

MRM and Fabergé.
IMPAIRMENT REVIEW

Impairment charges recognised during the year total USD4.9 million
and mostly comprise the USD4.4 million impairment recognised
against the intangible assets related to the Group’s development
project in Ethiopia. For 2020, total impairment charges of USD13.5
million were comprised mainly of the USD11.5 million impairment
made against the intangible assets related to the Fabergé brand and
trademarks.

For 2021, several indicators of impairment were identified in relation
to the development assets held in respect of the Ethiopian development
project, resulting in an impairment review of the associated cash
generating unit (“CGU”) being completed. The review concluded
that whilst the ongoing political turmoil exists, high uncertainty
surrounding the timing of the return-to-work plan and future spending
at the project suggests that the carrying amount of the assets may not
be recovered. As such, the Ethiopia development assets were written
down to nil value at 31 December 2021, with an impairment charge of

USD4.4 million recorded in the income statement.

The USD11.5 million impairment of the Fabergé intangibles in
2020 arose due to the Covid-19 pandemic causing a significant
reduction in revenues at Fabergé as well as a less positive outlook on
the global luxury goods and retail sectors. The Group determined
these events to be indicators of impairment, as prescribed under
IAS 36 Impairment of assets, resulting in an impairment review being
performed on the Fabergé CGU in the prior year. The impairment
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review was based on a market approach using comparable company
revenue multiples. The result of the review completed was the
recognition of a USD11.5 million impairment charge against the
Fabergé CGU at 30 June 2020.

The Group reassessed the fair value of the Fabergé CGU at
31 December 2021, based on the same methodology as that used
for the 30 June 2020 and 31 December 2020 assessments. The results
of the review completed support the carrying value of the Fabergé
CGU at 31 December 2021, with no further indicators of impairment
being identified.

FAIR VALUE GAINS AND LOSSES

Fair value gains and losses arise on the Groups unlisted equity
investment in Sedibelo Platinum Mines Limited (“Sedibelo”), a
producer of platinum group metals (“PGMs”) with interests in the
Bushveld Complex in South Africa.

The Directors consider the most appropriate valuation methodology
for Sedibelo to be a market comparable analysis based on the
enterprise values of Sedibelo’s peer group. This method values
Sedibelo based on various financial and non-financial multiples
including mineral resources (per 4E ounce), mineral reserves (per
4E ounce), production (per ounce), revenue and EBITDA. A
discount for the lack of marketability, which takes into account
that Sedibelo is an unlisted company, is also applied to the valuation.

In 2020, a USD27.9 million fair value loss arose from the revaluation
of this investment, predominantly resulting from the uncertainty in
the market caused by the Covid-19 pandemic that was puttingdownward
pressure on the enterprise values of Sedibelo and its peer group.

For 2021, the estimated value of the investment was determined at
USD37.2 million, an increase of USD7.6 million over the value
determined at 31 December 2020. This increase in fair value has most
notably arisen from an increase in the enterprise values of Sedibelo’s
peer group and from the increase in the net cash held on Sedibelo’s
balance sheet. These improvements have been driven by the robust
PGM spot price environment which has continued to strengthen
as the impacts of Covid-19 on the PGM sector have reduced.
Accordingly, the USD7.6 million fair value gain has been recorded
in the year. Full details can be found in Note 12: Unlisted equity
investments to the Consolidated Financial Statements.

FINANCE INCOME AND EXPENSES

Net finance expenses for the year were USD3.2 million compared to
USD2.9 million in 2020, and mainly comprised USD2.4 million
(2020: USD2.7 million) of interest on the USD23.5 million Kagem
ABSA facilities and the overdraft facilities at MRM. The remaining
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balance comprises USD0.3 million (2020: USDO.3 million) interest
on right-of-use assets and USDO.7 million of other finance costs.

TAXATION

IN THOUSANDS OF USD, UNLESS

OTHERWISE STATED 2021 2020
Profit/(loss) before taxation 104,423 (99,202)
Income tax (charge)/credit (39,460) 5,975
Effective tax rate % 37.8% 6%
Cash tax paid 9,732 15,003

The effective tax rate for the year of 37.8% reflects a tax charge of
USD39.5 million on a profit before tax of USD104.4 million. The
charge consisted of a current tax charge of USD30.3 million, a
deferred tax charge of USD8.0 million and withholding tax of
USD1.2 million on a dividend declared by MRM. In 2020, the
USD6.0 million tax credit was made up of a current tax charge of
USDO0.9 million, a deferred tax credit of USD8.4 million and
USD1.5 million withholding tax.

The effective tax rate of 37.8% principally arises from non-deductible
costs at Kagem (mineral royalty taxes and CSR costs) and MRM

FINANCE REVIEW

(foreign currency movements and CSR costs) and the higher local tax
rates in Mozambique (32%) and Zambia (30%).

In the prior year, the effective tax rate of 6% principally arose from
non-deductible costs at Kagem and within the Corporate segment,
and various losses incurred during the year but for which no benefit

had been recognised.

The deferred tax charge of USD8.0 million arises as Kagem and
MRM utilised their 2020 losses after returning to profitability in the
current year and from foreign exchange movements that have resulted
in a net USD3.3 million deferred tax charge. The foreign exchange
movements resulted from the appreciation of the MZN against the
USD in the current year as the tax balances at MRM are held in the

local currency.

The cash tax paid of USD9.7 million is lower than the USD15.0
million paid in the prior year due to the timing of the tax advance
payments and the settlement of final payments of 2019 tax liabilities
during 2020, totalling USD1.3 million at Kagem and USD13.6
million at MRM. Due to the strong results realised by both Kagem
and MRM in 2021, it is expected that the cash taxes paid in 2022 will
increase to reflect the final payments of 2021 current tax liabilities
during the coming year.

IMAGE  Responsibly sourced cut and polished ruby, Montepuez Ruby Mining, Mozambique
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NET PROFIT/(LOSS) AFTER TAXATION

The Group made a profit after tax of USD65.0 million in the year,
compared to a loss after tax of USD93.2 million in 2020. The profit
for the year reflects the record-breaking auction results achieved
combined with the impact of the cost saving initiatives introduced
in 2020. The cost-saving initiatives remained in place throughout
the first quarter of 2021 and although the Group began to ease the
initiatives in April 2021, with the mines at Kagem and MRM both
operating at normal capacity from May 2021, the Group remains
focussed on cost management. The 2021 profit also includes a
USD7.6 million fair value gain on the Group’s equity investment
in Sedibelo.

The success of the Group’s 2021 rough gemstone mini auctions has
given the Directors increased confidence that the major impacts of
the Covid-19 pandemic on the Group have passed. The Group has
successfully navigated the challenges presented whilst strengthening
its business model with the introduction of the new online bidding
platform for rough gemstone auctions. As such, the remaining
curtailments on expenditure are expected to be lifted in 2022,
with the Group re-starting its major marketing and advertising
campaigns and business travel once again resuming. Consequently,
profit margins going forward are not expected to remain at the
high levels achieved in 2021.

Earnings per share for the year were USD0.04, compared to a loss
per share of USD0.07 in 2020, reflecting the profit for the year on a
stable weighted average number of shares in issue.

CAPITAL EXPENDITURE

The Group’s reduced operations in the first quarter of 2021,
combined with the continued cash-saving measures, saw capital
expenditure for the year remain relatively low at USD11.7 million
(2020: USD8.6 million) and significantly below the USD30.8 million
spent in 2019. The majority of the expenditure was incurred in
Mozambique, where USD4.6 million was spent at MRM (2020:
USD3.7 million) on replacement mining and ancillary equipment
(USD3.7 million) and the Resettlement Action Plan (USD0.9 million).
USD4.3 million was spent on exploration and evaluation works at the
Group’s development projects, predominantly MML (USD1.2 million)
and Nairoto (USD2.3 million). At Kagem, USD2.3 million (2020:
USDO0.9 million) was invested in replacement mining and ancillary
equipment as well as infrastructure improvements.

Capital expenditure in 2022 is expected to increase significantly
as the Group recommences its plant and machinery replacement
schedules and as the construction of the second treatment plant at
MRM begins.
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CASH FLOWS

Cash and cash equivalents increased by USD54.8 million to
USD97.7 million at 31 December 2021 as the Group generated
USD98.1 million from operating activities, spending USD17.4 million
on investing activities and USD25.9 million financing the business.

The USD98.1 million generated from operations during the year was
primarily due to the strong revenues and lower costs base. Due to the
timing of the final emerald and ruby auctions held from November to
December 2021, USD54.5 million of auction receivables remained
outstanding at 31 December 2021, reducing the total cash inflow
for the year. The year, however, did benefit from collection of the
final USD8.9 million receivables from the emerald HQ mini auctions
held in November and December 2020. The larger auction receivables
for 2021 were compounded by a USD5.6 million increase in other
receivables and an overall USD3.5 million rise in inventory. Trade
and other payables also rose in the year by USD23.5 million, resulting
from the Group’s operations recommencing and returning to normal

capacity.

The cash inflows from operations were offset by the payment of
USD9.7 million in taxes during the year, primarily at MRM
(USD2.9 million) and Kagem (USD6.7 million). Capital expenditure
was USD11.7 million, as discussed above.

As a result of the factors described above, free cash flow before
working capital movements was USD118.1 million in the year,
compared to an outflow of USD59.0 million in 2020.

IN THOUSANDS OF USD 2021 2020
EBITDA 133,101 (32,909)
Change in inventory and COGS' 9,704 486
Costs capitalised to intangible assets’ (3,280) (2,907)
Tax paid (excluding royalties) (9,732) (15,003)
Capital expenditure (11,671) (8,635)
Free cash flow before working

capital movements 118,122 (58,968)
Working capital movements' (31,147) 27,285
Free cash flow 86,975 (31,683)

1 - Change in inventory and cost of goods sold (“COGS”) and costs capitalised to
intangible assets are added back to EBITDA to calculate free cash flow before working
capital movements, and subsequently included within working capital movements in the

calculation of free cash flow.

OTHER CASH FLOWS

Total cash utilised in investing activities was USD17.4 million
(2020: USD13.2 million), split between USD11.7 million (2020:
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USD8.6 million) spent on capital goods (discussed above),
USD6.4 million (2020: USD5.0 million) of cash advances made to
Mwiriti, the Group’s partner in Mozambique, in lieu of future
dividends from MRM, offset by a USD0.7 million inflow from other
financing activities. A dividend was declared by MRM during the
year of which USD5.0 million was payable to Mwiriti. This dividend
was settled against the receivable outstanding with Mwiriti in respect
of prior cash advances and therefore no cash outflow arose upon its
settlement.

The Group’s financing activities saw an outflow of USD25.9 million
(2020: USD1.1 million), driven by the net repayment of the
Group’s overdraft facilities at MRM of USD17.3 million (2020:
USD8.4 million), a USD4.5 million (2020: USD3.5 million)
principal repayment made against the loan held by Kagem and
interest paid predominantly on the Kagem loan and MRM facilities
of USD3.1 million (2020: USD3.0 million).

FINANCIAL POSITION

The Group’s balance sheet is summarised below:

IN THOUSANDS OF USD 2021 2020
Non-current assets 446,214 457,927
Current assets 297,570 198,783
Total assets 743,784 656,710
Non-current liabilities (109,579)  (114,185)
Current liabilities (90,004) (59,509)
Total liabilities (199,583)  (173,694)
Net assets 544,201 483,016
Assets

IN THOUSANDS OF USD 2021 2020
Property, plant and equipment 342,617 362,734
Intangible assets 49,962 51,461
Unlisted equity investments 37,200 29,600
Inventory 115,852 117,839
Auction receivables 54,527 8,910
Cash and cash equivalents 97,720 43,862
Other assets, including

deferred taxation 45,906 42,304
Total assets 743,784 656,710

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment (“PPE”) primarily relates to the
mining assets (evaluated mining properties and deferred stripping
costs) of USD300.0 million (2020: USD313.4 million), with the

FINANCE REVIEW

remainder being land, buildings, plant and machinery. Of the total
mining assets, USD277.4 million (2020: USD303.9 million) relates
to the recognition of the fair values of Kagem and MRM at the date
that GGL acquired Gemfields Limited in July 2017. These assets are
amortised on the unit-of-production basis over the life of the mine.
Amortisation of the assets ceased when production was temporarily
suspended in early 2020, but has resumed in 2021 in line with
the recommencement of mining operations at both mine sites.
At 31 December 2021, the carrying values of these assets were
USD133.5 million at Kagem (2020: USD140.7 million) and
USD143.9 million at MRM (2020: USD163.2 million).

The USD20.1 million reduction in the total PPE balance in the year
resulted from the depreciation charge for the year of USD27.5 million
that has been offset by USD8.3 million of additions. The additions
in the year consisted mainly of USD5.3 million replacement plant
and machinery at Kagem and MRM and USD1.2 million for new
building lease contracts entered by various Group entities.

INTANGIBLE ASSETS

Intangible assets of USD50.0 million consist of USD28.5 million
(2020: USD28.5 million) representing the Fabergé trademarks and
brand, USD21.2 million (2020: USD22.9 million) related to
unevaluated mining assets across the Group and USDO0.3 million
(2020: USDO.1 million) of software.

The USD1.5 million reduction in the total intangible asset arises
from USD4.8 million of impairment charges recorded in the year,
mostly comprising the USD4.4 million recorded against the carrying
value of the Ethiopian development assets (see earlier discussion).
These impairment charges have been offset by exploration and
evaluation spend of USD3.3 million, predominantly arisingat MML
(USD1.2 million) and Nairoto (USD1.9 million) during the year.

UNLISTED EQUITY INVESTMENTS

The unlisted equity investment relates to the Group’s equity holding

in Sedibelo. The valuation of this investment is discussed earlier.

INVENTORY

IN THOUSANDS OF USD 2021 2020
Rough emeralds and beryl 43,582 39,290
Rough rubies and corundum 28,603 31,639
Fabergé jewellery and watches 29,330 33,413
Cut and polished product 5,406 5,616
Spares and consumables 8,931 7,881
Total 115,852 117,839
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Inventory decreased by USD2.0 million to USD115.9 million at
31 December 2021. The fall is largely due to a USD3.0 million
decline in rough rubies at MRM, resulting from gemstones sold at

the ruby mini auctions held in the year not having been fully replaced
by production since the mine restarted in April 2021. Conversely, at
Kagem, inventory has increased by USD4.3 million, resulting from
strong production levels at Kagem since the mining operations
recommenced, which has meant that production has more than

replaced the inventory which was sold in the mini auctions.

Inventory at Fabergé also declined by USD4.1 million in the year,
resulting from the strong sales in 2021. In 2020, 2 USD1.1 million
impairment was recorded against Fabergé legacy inventory. No
additional provisions have been recorded in 2021.

AUCTION RECEIVABLES

The auction receivables outstanding of USD54.5 million at
31 December 2021 relate to the series of mini auctions held across
November and December 2021, with USD20.1 million outstanding
from the HQ emerald auctions and USD34.4 million outstanding
from the MQ ruby auctions. The outstanding amount from both the
emerald and ruby auctions had been fully collected by March 2022.

At 31 December 2020, the auction receivable outstanding was
USD8.9 million and principally related to the emerald mini auctions
held in November and December 2020. The full amounts outstanding
were received by 22 March 2021.

IMAGE Responsibly sourced rough emerald, Kagem Mining, Zambia
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OTHER ASSETS

Other assets of USD45.9 million (2020: USD42.3 million) consist
of USD20.9 million (2020: USD13.7 million) of VAT receivables
across the Group, deferred tax assets of USD2.9 million (2020:
USD3.0 million) related to prior period losses incurred in the
Corporate segment, trade receivables at Fabergé of USD6.8 million
(2020: USD4.1 million), related party receivables of USD8.1 million
(2020: USD6.7 million) held with Mwiriti, the Group’s partner in
MRM and Nairoto and other receivables, including prepayments,
of USD7.2 million (2020: USD14.8 million).

The major movements in the year come from the increase in VAT
receivables that was caused by the Covid-19 pandemic slowing the
processing of VAT refunds in some local jurisdictions, as well as the
appreciation of the MZN causing a USD1.8 million increase in the
USD receivable at MRM due to the fact that the VAT receivable
is held in local currency in Mozambique. During the year, MRM
received USDO0.7 million in cash refunds with an improvement in
reimbursement rates expected in 2022. At Kagem, USD1.0 million of
refunds were received and were offset against other (mainly payroll)
taxes. With the fiscal changes expected in Zambia for 2022, it is expected
that the rate of refund will increase over the coming year. The related
party receivable from Mwiriti also increased by USD1.4 million
during the year, due to an increase in the advance payments made
in relation to future dividends in 2021. The total advance at
31 December 2021 was USD5.1 million, and is expected to be fully
recovered in the first half of 2022. Offsetting these changes was the
release of the USD4.2 million tax receivable at MRM recognised at
31 December 2020, relating to advance payments for 2020 that could
only be offset against other taxes once approval was granted in 2021.

LIABILITIES

IN THOUSANDS OF USD 2021 2020
Deferred tax liability 86,244 79,236
Trade and other payables 39,137 17,303
Current tax payable 20,987 4,274
Provisions 9,831 7,631
Lease liabilities 3,649 3,745
Borrowings 34,735 56,505
Other liabilities 5,000 5,000
Total liabilities 199,583 173,694

DEFERRED TAX LIABILITIES

The deferred tax liabilities arise from the evaluated mining property
and inventory at Kagem and MRM recognised on the IFRS 3 Business
combinations fair value uplift on acquisition of Gemfields Limited by
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the former Pallinghurst Resources Limited (now Gemfields Group
Limited) in 2017.

The deferred tax liability increased in the year by USD7.0 million,
primarily due to a reduction in tax losses that resulted as Kagem and
MRM were able to utilise their accumulated losses against their
taxable profits made during the year. Additionally, the appreciation
of the MZN against the USD in the current year resulted in a
USD3.5 million foreign currency impact on the Mozambique
deferred tax balances.

TRADE AND OTHER PAYABLES

Trade and other payables have increased by USD21.8 million to
USD39.1 million at 31 December 2021, reflecting the recommence-
ment of principal operations at the mines during 2021. A large driver
of the 31 December 2021 balance is USD12.2 million (2020:
1.3 million) related to WHT at MRM and mineral royalties and
production taxes payable by MRM and Kagem in relation to the
November and December 2021 mini auctions.

CURRENT TAX PAYABLE

The current tax payable of USD21.0 million consists of
USD12.3 million payable by MRM, USD7.2 million payable by
Kagem and USD1.5 million payable in the UK. All amounts relate
to the tax payments due for the 2021 financial year.

PROVISIONS

Provisions of USD9.8 million include USD1.2 million (2020:
USD2.0 million) of environmental provisions for the rehabilitation
and restoration of mined areas at Kagem and MRM; USDO.2 million
(2020: USD1.1 million) for the Resettlement Action Plan (“RAP”)
provision at MRM and USD8.4 million (2020: USD4.5 million)
other provisions for future legal claims, including the OGM and
employee end-of-contract benefits.

The RAP provision relates to MRM’s obligation to compensate the
households and other land users who are physically or economically
displaced by the proposed miningin its concession area, in accordance
with local legislative requirements. The RAP village was completed
by the end 0of 2021, with the remaining balance at 31 December 2021
relating to remaining ancillary payments.

The independent OGM officially launched in February 2021. The
OGM has been set-up by MRM to further its ongoing commitment
to transparency and support for the local community, and under the
voluntary settlement agreement that ended the Leigh Day litigation.
The independent OGM formally launched on 4 February 2021,

following the completion of a pilot phase and a local public awareness
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campaign. The OGM has been designed in keeping with the laws
of Mozambique, the UNGP’s and industry best practices. An
Independent Panel determine the outcome of the grievances
submitted to the OGM, following investigation by an independent
Fact-Finding Team.

In the three-months following the scheme’s launch, a significant
number of cases were filed, which led to an increase in the Group’s
initial estimate of the total potential pay-out under the scheme.
To date, only a small number of cases have been ruled on by the
independent panel, which, combined with the fact that the OGM
is unprecedented in-country, makes the estimate inherently difficult
to value. The provision recorded at 31 December 2021 reflects
management’s best estimate of the potential liability at the balance
sheet date. In valuing the provision at 31 December 2021, manage-
ment has calculated a range of outcomes, and it is noted that the high
end of the range is not materially different from the best estimate
which has been included within the Consolidated Financial
Statements. The Group continues to monitor the scheme closely and
will provide an update once more data is available.

BORROWINGS AND NET DEBT

IN THOUSANDS OF USD 2021 2020
Cash and cash equivalents 97,720 43,862
Current borrowings (24,735) (33,005)
Non-current borrowings (10,000) (23,500)
Net cash/(debt) 62,985 (12,643)

The increase in net cash in the year reflects the strong results from the
mini auctions held in 2021, combined with the cost saving initiatives
that have been in place across the Group to continue to keep cash
spend low whilst the Group navigated Covid-19.

At 31 December 2021, the Group held USD34.7 million in
borrowings, a decline of USD21.8 million from 2020. These
financing facilities are used to support the working capital and other
funding requirements of the Group and to sustain its operations,

as well as any planned growth and expansion.

The facility in place at Kagem is held with ABSA Zambia and consists
of a USD20.0 million five-year-term loan and a USD10.0 million
revolving credit facility that has an initial three-year term but is
extendable for an additional two years upon agreement by both
parties. Both facilities bear interest at three-month USD LIBOR
plus 5.5% per annum. The total facility drawn is currently USD23.5
million, with USD13.5 million being payable in December 2022.
The USD10.0 million revolving credit facility was renewed for an
additional 12 months in the first quarter of 2022.
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MRM has the following facilities:

e A USDI15.0 million unsecured overdraft facility entered into
with ABSA Mozambique in April 2016. The facility has an
interest rate of three-month USD LIBOR plus 4.0% per
annum. At 31 December 2021, USD11.2 million was drawn
(31 December 2020: USD14.2 million). The facility is renewed
annually with the next renewal expected in December 2022.

e A USDI15.0 million overdraft facility entered into with Banco
Commercial E De Investimentos, S.A. (“BCI”) in June 2016.
The facility has an interest rate of three-month USD LIBOR
plus 3.75% per annum. At 31 December 2021, the facility had
been fully paid down (31 December 2020: USD14.3 million was
drawn). The facility is renewed annually with the next renewal
expected in September 2022.

e In addition to this, MRM has agreed an additional USD15.0
million lease facility from BCI. The agreement is expected to
be signed and completed by the end of March 2022, following
which MRM will consider drawing this down.

COVID-19 AND GOING CONCERN

Like many businesses, the potential financial impact of Covid-19
on the Group has been given significant consideration when assessing
the going concern assumption. In 2021, the continued easing of
the various Covid-19 related restrictions across the globe allowed the
Group to recommence operations at both mines in the first quarter of
2021 and hold auctions using the online bidding format for both
emeralds and rubies. The recovery in the coloured gemstone market is
evident, with both the emerald and ruby auctions achieving record-

breaking revenues for 2021.

The success of the Group in 2021 has significantly improved the
Group’s gross cash position to USD97.7 million at 31 December 2021,
with USD54.5 million of auctions receivables that had been fully
collected by the the date of signing these these financial statements.

The critical assumptions for the Group in assessing going concern
are the timing of cash inflows from its emerald and ruby auctions
and continued support from the Group’s lenders. If the Group can
meet its planned auction schedule in 2022, the Group will be able
to continue as a going concern. The Group’s expectation is that, if
needed, it would draw down on all existing facilities and that all of
its existing debt facilities will remain in place throughout the
forecast period.

With confidence continuing to grow that the world is reaching the
pandemic endgame and following the all-time record auction results
of 2021, the Directors believe that any full-scale suspension of
operations, akin to those seen in 2020 and 2021, is highly unlikely,

and expect to return to the normal yearly auction schedule from 2022
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onwards. Further, the Directors remain confident in the current high-

level of market demand for gemstones.

As disclosed in Note 1 of the Consolidated Financial Statements,
given these circumstances and the strong relationships with our
lenders, and in the absence of any unforeseen circumstances, the
Directors do not believe there to be any material uncertainties present
that would cast significant doubt over the Group’s ability to continue
as a going concern.

In addition, the ongoing conflict in Ukraine provides some uncertainty
in the global economy. However, the Group does not believe this
to be a significant risk to operations. The potential increases in fuel
and other input prices in the jurisdictions in which the Group
operates are not deemed to be a long-term risk, as any upward
pressures are able to be largely absorbed and it is also likely that any
such rises will be offset by currency movements. In fact, recent
publications show that commodity prices are seeing significant
gains across the African countries in which Gemfields operates. As
such, it is likely that improvements will in fact be seen in these
economies. The Directors will continue to monitor developments
but remain confident that with no direct impact on our gemstone
prices the overall cost implications and risk exposure to the Group

will remain low.
SUMMARY

The second half of 2021 has provided grounds for optimism at
Gemfields. Exceptional auction results alongside the reduced cost
base have yielded excellent financial KPIs. Strong production since
restarting the mining operations should also give confidence that
the planned auction schedule for 2022 will go ahead as planned. It
should however be noted that following the mines’ reopening and
the associated cost increases, the current multiples for EBITDA and
free cash flow are unlikely to be repeated in 2022.

Off the back of the strong 2021 results and the future prospects,
the Board have approved the payment of Gemfields’ maiden dividend
of USD20.0 million, or approximately USDcl1.7 per share. The
dividend will be distributed to sharcholders during the first half
of 2022.

David Lovett
Chief Financial Officer
24 March 2022
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SECTION 2.5

Gemstone Resources and
Gemstone Reserves Summary

Gemfields Group Limited (“GGL”), through its wholly-owned
subsidiary, Gemfields Ltd (“Gemfields”), holds 75% attributable
interests in Kagem Mining Limited (“Kagem”) in Zambia and in
Montepuez Ruby Mining (“MRM”) in Mozambique.

This section is a condensed overview of GGL’s Gemstone Resources
and Gemstone Reserves Report 2021, which containsa comprehensive
review of the Gemstone Resources and Gemstone Reserves for
Kagem and MRM at 31 December 2021 and details the location,
geology, mining, processing, and operational statistics at Kagem and
MRM. The complete Gemstone Resources and Gemstone Reserves
Report effective at 31 December 2021 and the Competent
Person’s Report (“CPR”) for Kagem and MRM for 2019, from
which the 2021 Report was compiled, are available online at

www.gemfieldsgroup.com.

GGLs attributable Gemstone Resources and Gemstone Reserves
are reported according to, and in compliance with, the SAMREC
Code (2016 edition), with special reference to sections 60 to 72 of
SAMREC related to the reporting of results for diamond and other
gemstone properties.

Operations at Kagem were suspended in March 2020 and saw a
phased resumption from March 2021, reaching normal capacity by
the end of May 2021. Operations at MRM were suspended in April
2020 and saw a phased resumption from March 2021, reaching
normal capacity by the end of May 2021. The suspension in operations
at both MRM and Kagem was due to Covid-19.

At 31 December 2021, GGL had total attributable mineral resources
of 1,087 million carats (“Mct”) of combined emerald and beryl at
an average value of USD5.10/ct, and 498 Mct of ruby and corundum
at an average value of USD29.90/ct (average 2014-2021).

All Gemstone Resources are inclusive of the Gemstone Reserves.

COMPETENT PERSONS AND CONSENT

The Competent Persons (“CPs”) in terms of SAMREC who take
responsibility for the reporting of Gemstone Resources and Gemstone
Reserves for Kagem and MRM in this report are, respectively:

e Anirudh Krishna Sharma, MSc (Geology) MAusIMM, Acting
Deputy General Manager with Kagem Mining Limited, a
Chartered Professional (CP Geology) member of the Australasian
Institute of Mining and Metallurgy (“AusIMM”) and is the
Competent Person responsible for the reporting of the Gemstone
Resources and Gemstone Reserves at Kagem in this report.
Anirudh has more than five years’ relevant experience in this

style of mineralisation.

The Competent Person’s address is Kagem Mining Limited,
PO Box 21657, Plot 6374, Corner Dr. Aggrey and Kariba Roads,
Light Industrial Area, Kitwe, Zambia.

e Hemant Azad, MSc (Applied Geology), MAusIMM, is the
Competent Person responsible for reporting of Gemstone
Resources and Gemstone Reserves at MRM in this report.
Hemant was Head of Geology with Montepuez Ruby Mining
Limitada until October 2021 before transferring to Kagem. He
has more than five years’ relevant experience in this style of

mineralisation.

The Competent Person’s address is Kagem Mining Limited,
PO Box 21657, Plot 6374, Corner Dr. Aggrey and Kariba
Roads, Light Industrial Area, Kitwe, Zambia.

The address of the Australasian Institute of Mining and Metallurgy is
Ground/204 Lygon St, Carlton VIC 3053, Australia.

The CPs have confirmed to GGL in writing that the contents of this
report are consistent with the 2019 CPR for Kagem and MRM and
operational records for the period 1 July 2019 to 31 December 2021,
and comply with the requirements of Section 12 of the JSE Listings
Requirements and the SAMREC Code.
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The CPs further consent to the disclosure of the 2021 Gemstone
Resource and Gemstone Reserve Statement in the form and context

in which it is presented.

This report contains statements of a forward-looking nature which
involve various uncertainties that may cause the actual results to differ
materially from those presented.

Rounding-off of figures in this report may result in minor computational
discrepancies. Where these occur, the CPs do not consider them to

be material.
ABRIDGED REVIEW PER OPERATION
Kagem

Kagem is located in the Ndola Rural Emerald Restricted Area
(“NRERA”) within the Kafubu area of the Zambian Copperbelt
Province. Kagem operates in terms of a large-scale gemstone licence
14105HQ LSGL over an area of 42.4 square kilometres issued on
27 April 2010. The licence was renewed on 10 December 2019 for a
further 25 years and is now valid until 26 April 2045. A large-scale
mining licence 8749HQ LML for the Chibolele mine was renewed
on 30 August 2019 for 25 years and transferred to Kagem on
1 October 2019.

The emerald deposits are hosted by talc-magnetite schists (“TMS”) of
the Muva Supergroup. The Gemstone Resources are reported within
an optimised pit shell using the same input parameters as those in the
mining study but with a 30% mark-up on the anticipated prices to
reflect an optimistic view. All grades quoted reflect beryl and emerald,

CXP[‘CSSCd as carats pCl‘ tonne.

Conventional open-pit mining using drill-blast-load-haul methods is
done with Kagem-owned in-house fleet and contractor provided labour.

The steeply dipping reaction zones (“RZs”) are mined using manually
intensive methods with the assistance of hydraulic excavators under
close supervision, but only during daylight hours. All large and high-
quality coloured gemstones are hand-sorted at the mining face and
are placed in a drop safe-type container that is numbered, tagged and
closed with security-controlled locks. The remaining RZ material is

loaded into trucks and transported directly to the processing facility.

Open-pit optimisations determined the economic pit shells which
were used for mine design and production scheduling. The practical
pit design for the Chama pit uses five sequential cutbacks which aim
to provide flexibility in mining locations and balance high strip ratio

— higher confidence ore with lower strip ratio — lower confidence ore.

The processing plant processes RZ material mined directly from the

open-pit through a simple series of comminution, screening, washing
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and sorting facilities. All product is essentially hand-sorted in a
secure sort-house facility where gemstones are graded using
manual methods to produce emerald (subdivided into premium
emerald and emerald) and beryl (subdivided into beryl-1, beryl-2,
specimen and fines categories). The auctions in 2021 realised
USD91.8 million from the sale of 4.02 Mct of high- and commercial-
grade quality emeralds.

The current life-of-mine (“LoM”) plan provides for plant feed of
146 thousand tonnes per annum (“ktpa”) projected to extend to
2044. With an average feed grade of 197 ct/t, Kagem projects to
recover 715 Mct over the LoM.

Kagem has obtained the necessary environmental licences in terms
of the Environmental Management Regulations (SI 112 of 2013).
The annual update of the environmental management plan (“EMP”)
includes a section on closure cost, which is required as part of the
audit to assess the annual cash contribution Kagem needs to pay to
the Environmental Protection Fund (“EPF”), per the Mines and
Minerals Act.

The authorities conducted an EPF audit of the mine in January 2020
and revised the closure cost and guarantee value. Kagem lodged
an appeal against the audit findings in February 2020. With the
mining operations suspended in March 2020 due to Covid-19, all
communication and counter response was delayed until operations
resumed in March 2021.

The Director of Mines Safety confirmed on 30 July 2021 that Kagem’s
EPF appeal was successful and the closure cost of approximately
USD1.1 million from the 2019 EPF audit would remain. On the
same date the Director of Mines Safety confirmed that the closure
cost for the Mbuva-Chibolele property would remain at USD51,177.
As Kagem is deemed to be compliant with its obligations, it only
has to contribute 5% of the closure cost to the EPF in any one year.
Kagem currently has a Payment Guarantee (No. 339020015174)
with Standard Chartered Bank for USD349,238 based on the 2015
EPF audit as per liability assessment no. MSD/20/1/17.

Kagem is in the process of implementing ISO 14001:2015 Environ-
mental Management System. The stage one Certification Audit was
conducted at Kagem across 6 and 7 December 2021 by Bureau
Veritas, who concluded that the management system demonstrated

overall conformance with the requirements of the audit standard.

For the year ended 31 December 2021, Kagem recovered 32 Mct
from 168 thousand tonnes (“kt”) of RZ ore at an average grade of
191ct/t. The unit operating cost for 2021 of USD3.47/t (against a
budget of USD3.39/t; 2020 actual of USD9.83/t) reflects the benefit
from the resumption of normal operating conditions, following the
suspension of mining operations due to Covid-19 restrictions from
March 2020 to April 2021.
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KAGEM GEMSTONE RESOURCES AND GEMSTONE RESERVES

The Kagem Gemstone Resources and Gemstone Reserves Statement attributable to GGL (75% basis) at 31 December 2021 is set out in the

table below. Gemstone Resources are reported at a bottom screen cut-off of 3mm and are inclusive of the Gemstone Reserves.

No Inferred Resources are included in the LoM plans, which support the Gemstone Reserve declaration.

GEMSTONE RESOURCES AND GEMSTONE RESERVES SUMMARY

Kagem Attributable Mineral Resource and Ore Reserve Statement at 31 December 2021:

Mineral resource Tonnage | B+E grade ! Contained B+E | Ore reserves Tonnage | B+E grade ! Contained B+E
(Attributable to GGL) (kt) (ct/Y) (Mct) (Attributable to GGL) (kt) (ct/Y) (Mct)
Chama Chama
Measured 183 282 52 Proved 113 187 21
Indicated 2,783 270 746 Probable 2,130 218 465
Total measured + indicated 2,966 269 797 Total gemstone reserve 2,243 217 486
Inferred - - _
Fibolele Fibolele
Measured - - - Proved - - -
Indicated 92 160 14 Probable 69 139 10
Total measured + indicated 92 160 14 Total gemstone reserve 69 139 10
Inferred 900 160 144
Libwente
Measured - - -
Indicated - - -
Total measured + indicated - - -
Inferred 150 46 7
Stockpiles Stockpiles
Measured 245 138 34 Proved 245 138 34
Indicated - - - Probable - - -
Total measured + indicated 245 138 34 Total gemstone reserve 245 138 34
Inferred _ - _
Chibolele Chibolele
Measured 223 160 35 Proved - - -
Indicated 133 180 24 Probable 177 160 29
Total measured + indicated 356 166 59 Total gemstone reserve 177 160 29
Inferred 156 200 32
Total M+I mineral resources 3,657 247 9205 Total gemstone reserve 2,733 204 558
Total inferred mineral resources 1,206 151 182

. Recovered grade (ct/1)
Gemstone mineral resource 2021 Parcel value'
Grade and value Chama Fibolele Chibolele Libwente (USD/ct)
Premium emerald 1.7 - 0.1 - 59.84
Emerald 62.4 - 17.2 - 4.01
Beryl-1 74.6 - 254 - 0.11
Beryl—z 79.0 - 56.7 - 0.01

1 - Sales for 2021 were skewed as only three auctions (two high-quality and one commercial-quality) were held, instead of the usual four auctions, due to the Group’s focus on sales

recovery. One lot of low-quality goods was not offered for auction. Therefore, the average parcel values from 2020 have been retained for reporting purposes.
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The comparative Kagem Gemstone Resource and Gemstone Reserve
statement attributable to GGL (75% basis) at 31 December 2020 is set
out below. The key differences between the 2021 and 2020 Gemstone

Resource and Gemstone Reserve estimates are explained as follows:

o Gemstone Resources:

» Upgrading of the Chibolele Inferred Gemstone Resources to

Measured and Indicated categories, with no change in total

tonnage but reduced grade and contained gemstones. The

bulk sampling operation for the period December 2017 to

December 2021, with production of 156 kt tonnes of ore

and 19 Mct ofgemstoncs, is considered as the reference base

for resource upgrading;
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» Reduction in Measured Gemstone Resources at Chama due
to mining depletion; and
» Small increase in Measured Gemstone Resources in surface

stockpiles.

Gemstone Reserves:

» Small reduction in Proved Gemstone Reserves at Chama due
to mining depletion;

» Maiden declaration of Probable Gemstone Reserves at
Chibolele. Drilling ahead of the pit face is required to
confirm the geological understanding before the Measured
Resources can be converted into Proved Reserves; and

» Small increase in Proved Gemstone Reserves in surface

Stockpiles.

Kagem Attributable Mineral Resource and Ore Reserve Statement at 31 December 2020:

Mineral resource Tonnage i B+E grade | Contained B+E | Ore reserves Tonnage i B+E grade | Contained B+E
(Attributable to GGL) (kt) (ct/1) (Mct) (Attributable to GGL) (kt) (ct/1) (Mct)
Chama Chama

Measured 281 260 73 Proved 210 202 42
Indicated 2,783 270 746 Probable 2,130 218 465
Total measured + indicated 3,063 267 818 Total gemstone reserve 2,340 217 507
Inferred - - - : :
Fibolele Fibolele

Measured - - - Proved - - -
Indicated 92 160 14 Probable 69 139 10
Total measured + indicated 92 160 14 Total gemstone reserve 69 139 10
Inferred 900 160 144 :

Libwente

Measured - - -

Indicated - - -

Total measured + indicated - - -

Inferred 150 46 7

Stockpiles Stockpiles

Measured 226 139 32 Proved 226 139 32
Indicated - - - Probable - - -
Total measured + indicated 226 139 32 Total gemstone reserve 226 139 32
Inferred - - -

Chibolele

Measured - - -

Indicated - - -

Total measured + indicated - - -

Inferred S12 200 102

Total M+I mineral resources 3,380 260 864 Total gemstone reserves | 2,665 208 548
Total inferred mineral resources 1,562 162 253
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e e el et Recovered grade (ct/t) 2020 Parcel value MRM Attributable Gemstone Resource and Gemstone Reserve Statement at 31 December 2021:
Grade and value Chama Fibolele Chibolele Libwente (USD/ct)
Premium emerald ! 3.8 : 0.0 0.38 : - 59.84 } Recovered : Recovered
_ Gemstone resource Tonnage Grade Contained | Gemstone reserves Tonnage Grade Contained
Emerald 769 6.3 4150 401 (Aftributable to GGL) k) b (e (Mct] | (Atributable to GGL) P @/ (Mol
Beryl-1 74.4 10.0 58.00 - 0.11 Maninge Nice Maninge Nice
Beryl-2 74.5 14.1 7275 - 0.01 Indicated - primary 855 | 99.5 85.0 | Probable - primary 843 99.5 | 83.8
Indicated - secondary 320 i 49.9 16.0 | Probable - secondary 321 494 | 15.9
Total indicated Po1,175 86.2 101.0 | Total probable reserve io1,164 85.7 | 99.7
Inferred — pri Po180 1 979 17.6 i i
MRM of fines the remaining gemstones are then subdivided into five firerted ~ primary : : ] ]
. . . L . . Inferred — secondary 9994 12.7 127.0 : :
broad quality categories. MRM is currently looking into increasing ) i i i i
MRM is located in Cabo Delgado province in north-eastern  the capacity of the processing plant, with design phase expected to Toral inferred 13,800 14.8 203.6
Mozambique, approximately 170 kilometres west of Pemba. The  complete in the first half of 2022. Mugloto Mugloto
single mining licence 4703C Ref. 1588/CM/INAMI/2015 covers Indicated — primary § - - - | Probable - primary § - - -
an area of 34,996 hectares and is valid until 11 November 2036. The auctions in 2021 realised USD147.4 million from the sale of Indicated - secondary . 8,143 . 2.7 21.7 Probable — secondary . 8,050 2.6 . 20.7
1.01 Mct of higher-, medium- and commercial-quality rubies. No Total indicated i 8,143 | 2.7 21.7 | Total probable reserve i 8,050 2.6 | 20.7
The Montepuez ruby deposit is hosted by the Montepuez Complex,  auctions were held during 2020. Inferred — secondary i 13,800 | 14.8 203.6
a strongly ductile-deformed, wedge-shaped, metamorphic terrane. Glass i i Glass i i
Ruby and corundum mineralisation is found in two styles: primary ~MRM holds a valid approval for its Resettlement Action Plan Indicated — secondary 5.067 2.4 12.1 | Probable - secondary 5,098 22 112
amphibolite; and a secondary gravel bed. The latter is the main source ~ (“RAP”), an authorized land use permit (“DUAT”) valid until Total indicated 5,067 24 12.1 | Total probable rescrve 5,098 27 112
of rubies and corundum mineralisation. The gravel bed horizon is 2036 and a Category “A” Environmental Licence for the mine site : : : :
i ] ) ) Inferred — secondary i 5,708 0.9 5.0 : :
generally less than two metres thick, with an average thickness of  and an industrial park in Maputo valid until August 2024 and - i i - i i
. . Stockpiles H H Stockpiles H H
0.45 metres. April 2023 respectively. : : ! !
Indicated — primary : 30 96.1 2.9 | Indicated - primary : 30 96.1 2.9
The current LoM production plan requires a ramp-up from 4.4 Mtpa  The costs of ongoing rehabilitation for mined-out areas are included Indicated — secondary' . 463 . 10.5 49 Indicated - secondary' . 463 10.5 . 49
total ore and waste to 7.5 Mtpa by 2023, with ore mining increasing  in the financial-model projections for MRM. The additional cost of Total indicated i 493 16.9 7.8 Total probable reserve 493 16.9 7.8
to 1.5 Mtpa by 2023 and is projected to extend to 2034 (with an  removal of equipment from site, rehabilitation of remaining disturbed Total indicated gemstone resources | 14,877 ! 9.6 142.6 | Total gemstone reserves | 14,804 9.4 139.4
LoM of 13 years). The expected average stripping ratio for the LoM  areas and staff retrenchment costs has been reassessed and the closure Total inferred gemstone resources | 29,682 | 11.9 3532 |

is 4.0 tonne per tonne (“t/t”).

An owner-operated fleet undertakes all material movement. Grade

provision is now USD8 million.

For the year ended 31 December 2021, MRM recovered 3.3 Mct from

1 - Combination of material from Maninge Nice, Mugloto and Glass.

Recovered grade (ct/1)

i Average Parcel value !

Average Parcel

control is constrained to visual inspection and mining of the 1,002 ke ore at an average grade of 3.3 ct/t. The unit cash operating (2014-2021) value 2021
mineralised zones is only undertaken during daylight hours. cost per total rock handled was USD6.43/t in 2021 (compared to (CamsrageEacieele , Maninge Nice gl Clees , ey R —
budget of USD4.69/t and 2020 actual of USD10.83/t) and reflects ,,I,’,FF,@ET,F,PPY ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, ‘ 0.048 0.090 0.026 . 1,167 L175
All run of mine (“RoM”) ore is stockpiled at the wash plant and a2 the resumption of operations from March 2021, following the Low premium ruby + ruby * 0.293 0.454 0228 * 50.3 739
RoM stockpile with a minimum capacity of six months of processing ~ Covid-19 restrictions which halted all operations MRM between Low ruby 0.261 1.201 1175 * 3.9 66
plant feed is kept at all times. April 2020 and March 2021. Corundum 0.166 0.182 0.072 * 1.0 -
Sapphire 0.042 0.130 0063 0.2 -
An upgraded processing plant, including a scrubber, rated at 200 MRM GEMSTONE RESOURCES AND GEMSTONE Low sapphire 0.398 1.504 0.494 0.1 -
tonnes“per ho,tlr (“tph”) of RoM feed, and a dense medium separation ~ RESERVES 4.6 mm B 0.000 T * 106 T
plant ( DN.IS. ), rateftl at 83 tph of washed —25mm+1.6mm material, . Reject with some low sapphire o e I ; 005 S
was commissioned in December 2016. The wash plant flowsheet ~ The MRM Gemstone Resources and Gemstone Reserves estimate =7 e S e S ——
Weighted Average Value (USD/ct) ! : 29.9 145.7

incorporates wet scrubber screening to remove —1.6mm solids,
followed by a log washer to break up clay balls and a double-deck,
wet screen to remove +25mm stone fraction and —1.6mm fines.

After washing and separation in the plant, the resulting gravity
concentrate is sorted by hand in the high-security area under strict
supervision. MRM commissioned a new recovery house in February

2019 incorporating automatic colour sorting machines. After removal

attributable to GGL (75% basis) at 31 December 2021 is set out
below. Gemstone Resource grades are quoted with a bottom cut-off
stone size of 1.6mm and are inclusive of Gemstone Reserves. The
stockpile grades are derived from the reported grades for the respective
source materials.

No Inferred Resources are included in the LoM plans, which support

the Gemstone Reserve declaration.
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The comparative MRM Gemstone Resource and Gemstone Reserve
statement attributable to GGL (75% basis) at 31 December 2020 is set
out below. The key differences between the 2021 and 2020 Gemstone

Resource and Gemstone Reserve estimates are explained as follows:

¢ Gemstone Resources:

» The Maninge Nice primary material is unchanged, whereas
the secondary material tonnes decreased but grade increased,
due to processing more tonnage of comparatively lower
grade of Maninge Nice Pit 5 ore;

» A reduction in tonnage, grade and contained gemstones in
Indicated Gemstone Resources at Mugloto, due to mining
depletion;

» A 490 kt reduction in the Glass Inferred Resource and
Corrcsponding increase in Indicated Resource arises from a
new bulk sampling pit at Glass B-pit3, offset by mining
depletion;

» The calculation of mined ore in Stockpiles was changed to
reflect the difference between total ore mined and total ore
processed since inception, with a small reduction recorded;

and

GEMSTONE RESOURCES AND GEMSTONE RESERVES SUMMARY

» A small reduction in tonnage and contained gemstones for
the combined Inferred Gemstone Resources is due to the
upgrade of 490 ke at Glass.

e Gemstone Reserves:

» The Maninge Nice primary material is unchanged, whereas
the secondary material tonnage decreased, primarily from
mining depletion. The average grade for the total declared
Gemstone Reserves at Maninge Nice increased as only
secondary material at lower grade was mined;

» Areduction in tonnage and contained gemstones in Probable
Gemstone Reserves at Mugloto, due to mining depletion
mainly from secondary material;

» The increase in tonnage and contained gemstones at Glass is
due to the upgrade of 490 kt from Inferred to Indicated
Resource categories, offset by mining depletion; and

» The calculation of mined ore in Stockpiles was changed to
reflect the difference between total ore mined and total ore
processed since inception, with a small reduction recorded.

IMAGE  Ruby wash plant, Montepuez Ruby Mining, Mozambique
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MRM Attributable Gemstone Resource and Ore Reserve Statement at 31 December 2020:
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Recovered Recovered
Gemstone resource Tonnage Grade Contained | Gemstone reserves Tonnage Grade Contained
(Attributable to GGL) (ki) (ct/1) (Mct) (Attributable to GGL) (kt) (ct/1) (Mct)
Maninge Nice Maninge Nice
Indicated - primary 855 96.1 82.1 | Probable — primary 843 97.7 82.3
Indicated - secondary 354 50.3 17.8 Probable - secondary 373 50.1 18.7
Total indicated 1,209 82.7 99.9 Total probable reserve 1,215 83.1 101.0
Inferred — primary 180 97.8 17.6
Inferred - secondary 10,050 12.7 127.8
Total inferred 10,230 14.2 145.4
Mugloto Mugloto
Indicated - primary 0 0 0 | Probable - primary 0 0 0
Indicated - secondary 9,193 3.0 27.3 Probable — secondary 9,100 2.8 25.6
Total indicated 9,193 3.0 27.3 Total probable reserve 9,100 2.8 25.6
Inferred - secondary 13,300 14.8 203.6
Glass Glass
Indicated - secondary 4,725 2.4 11.3 Probable — secondary 4,756 2.2 10.5
Total indicated 4,725 2.4 11.3 Total probable reserve 4,756 2.2 10.5
Inferred - secondary 6,075 0.9 5.4
Stockpiles Stockpiles
Indicated - primary 30 96.1 2.9 | Indicated — primary 30 96.1 2.9
Indicated - secondary’ 656 8.4 5.5 | Indicated - secondary’ 656 8.4 5.5
Total indicated 686 12.2 8.4 | Total probable reserve 686 12.2 8.4
Total indicated gemstone resources | 15,202 9.4 142.8 Total gemstone reserves 15,758 9.2 145.5
Total inferred gemstone resources 30,105 11.8 354.5

1 - Combination of material from Maninge Nice, Mugloto and Glass.

Recovered grade (ct/1)

Average Parcel

Average Parcel

valve 2019 value 20203
Gemstone grade and value Maninge Nice? Mugloto Glass? (USD/c) (USD/ct)
Premium ruby - 0.035 - 1,387.4
Low premium ruby + ruby - 0.181 - 74.1
Low ruby - 0.310 - 2.4 No sales occurred
Corundum - 0.136 - 2.2
Sapphire - 0.083 - -
Low sapphire - 0.807 - -
—4.6 mm - 0.000 - -
Reject with some low sapphire - - - -
Weighted Average Value (USD/ct) 64.32 -

2 - No production from Glass and Maninge Nice during 2020.

3 — Parcel values per 2019 auctions still apply.
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SECTION 3.1

About the Group

STRUCTURE

Gemfields Group Limited (“Gemfields”, the “Company” or “GGL”)
is incorporated in Guernsey under company registration number
47656 and is subject to the Companies (Guernsey) Law, 2008. The
Company changed its name from Pallinghurst Resources Limited by
Special Resolution effective 26 June 2018. The Group is Gemfields
Group Limited, all entities controlled by the Company (its
subsidiaries), and any associates or joint ventures. Gemfields’ primary
listing is on the JSE, and its secondary listing is on the AIM market
of the London Stock Exchange (“LSE”). The Company de-listed
from trading on the Bermuda Stock Exchange (“BSX”) effective from
1 July 2020. The Group’s main objective is to carry on the business of
an operating mining group.

REPORT AND CONSOLIDATED FINANCIAL STATEMENTS

This Annual Report (the “Annual Report”) is for the year ended
31 December 2021 and covers the Group. The Consolidated
Financial Statements contained within the Annual Report also cover
the Group and are for the year ended 31 December 2021 (the
“Financial Statements”).

SHAREHOLDERS

Genmfields has no single controlling shareholder. The largest share-

holder is Assore International Holdings Limited, which holds an
interest of 26.64%. Gemfields’ shareholder base, as at 31 December
2021, is set out in the table below.

IMAGE  Post environmental rehabilitation, Montepuez Ruby Mining, Mozambique

Shareholder Percentage
helidling
Directors of the Company? 4.24%
Assore International Holdings Limited? 26.64%
Rational Expectations® 9.03%
Oasis* 8.10%
Ophorst Van Marwijk Kooy Vermogensbeheer N.V. 7.76%
Fidelity International Limited 5.92%
Ninety One Group 5.84%
Solway Finance Limited 5.76%
Other shareholders 26.71%

1 — The Directors and management category includes sharcholdings of Executive
Directors and Non-Executive Directors and their family cross holdings as prescribed
by the amended JSE Listings Requirements.

2 - Patrick Sacco is the managing director of, and holds a beneficial interest in, Assore
International Holdings Limited which in turn holds 311,540,560 ordinary shares in
the Company.

3 - The Rational Expectations shareholding includes interests held by Rational
Expectations and its related entities.

4 — The Oasis sharcholding includes interests held by Oasis Asset Management and
Oasis Crescent Capital.

RECENT CORPORATE CHANGES

Dr Christo Wiese resigned as a Non-Executive Director of the Company
on 23 September 2021, following the sale of his entire shareholding
in the Company to Assore International Holdings Limited. Patrick
Sacco was then appointed as a Non-Executive Director of the
Company on 11 October 2021 and Kieran Daly was appointed as an
alternate director to Patrick Sacco on 12 November 2021.

Following the exercise and sale of certain employee share options in
the 12 month period to 31 December 2021, the Company issued and
allotted new ordinary shares that, as such, were admitted to trading
on the JSE and AIM. The resulting issued share capital of the
Company at 31 December 2021 was 1,169,478,030 ordinary shares,
compared to 1,168,756,030 ordinary shares at 31 December 2020.
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Post environmental rehabilitation, Kagem Mining, Zambia
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SECTION 3.2

Environmental and Socia Management

The strategic approach to environmental and social management
aspects of ESG, and the operational implementation of subsequent
environmental, social and corporate responsibility projects remains
largely unchanged, with the Group setting strategy and providing
oversight to locally employed teams who implement budgeted
programmes and projects. The combined strategic and operational
efforts are still focussed on addressing the most material social,
environmental, health and safety impacts at the Groups mining
operations. The broad programme of project work restarted this
period in line with the resumption of mining operations, which were
suspended in 2020 due to the impact of Covid-19 on the business.
Focus continued to be on staffingand labour, community, conservation,
environmental management, health, safety and wellbeing.

OUR VALUES

As the world’s leading coloured gemstone producer, Gemfields has a

role to play in championing continuous internal improvements and
y g

continuing to act as a champion and leader to the downstream
coloured gemstone supply chain, supporting efforts to communicate
with consumers of jewellery and other luxury products that use our

gemstones. Our values are as follows:

Legitimacy: We strive to go over and above accepted practices

We strive to operate in a way that not only meets international and
national laws, but that also challenges the sector by setting new
benchmarks around sustainability.

Transparency: 10 lead we must be transparent
As well as leading with our own standards and initiatives through our
downstream supply chain, we are working with partners to standardise

strong, transparent practices across the industry.

Integrity: We are committed to embedding tangible operational actions
We take this approach from the mines onwards, to support sales
and marketing of our product. Our proprietary grading system

IMAGE  Backfilling and post environmental rehabilitation, Montepuez Ruby Mining, Mozambique
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provides our partners with trusted evaluation and declaration of

treatment.

These three values feature heavily in our outward facing communi-

cations.
STAKEHOLDER ENGAGEMENT

Fundamental to our approach to environmental and social manage-
ment is stakeholder engagement at different levels of the organisation,
whether directly with communities at local operations or with the
head office. For a mining company, securing social licence to operate
in each country of operation relies on ongoing good stakeholder
relations, particularly with the community.

At the Group level, engagement is conducted with a range of
stakeholders, including investors, media, business partners, NGOs
and Government representatives. In addition to ad-hoc engagement,
we seck ways to keep informed of our stakeholders’ views about
the company by providing opportunities to visit our operations,
and giving access to information when requested. At the operational
level, local teams engage a range of directly affected stakeholders
including, but not limited to, local community members; local
leadership; women’s, youth and other minority groups; and informal
business associations and co-operatives. This feedback is essential to
providing the operations with information on any perceived or actual
grievances experienced directly or indirectly by the community that
may be caused by the Company.

Mitigation of risk to community tensions facilitates the safe-guarding
of the operations to continue in the longer term. The exact nature of
the localised community engagement process at each of our operations
differs depending on the proximity of the affected community, the
size of the operation, and the immediate community risks that have
been assessed. Local team members record the types of community
engagement, the feedback or grievances raised. An ongoing log is
kept of these in order to determine if and how to respond.

SUSTAINABLE DEVELOPMENT

Our aim is to create long-term and sustainable community livelihood
opportunities so that, throughout the mining life cycle and beyond,
local communities can benefit from the value created by the Company.
In particular, we work with the relevant authorities in our countries of
operation, to ensure that we comply with the necessary social and
environmental risk assessments and to ensure that we continue to
meet the appropriate licence conditions. This includes community
mapping and engaging with communities in our operational plans.
We recognise that we will only be able to operate for the full life of
the mine by securing a social licence to operate and that this means

maintaining open, accessible and positive community relations. To
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guide us, and to contribute to global sustainable development,
we have aligned our approach to the broader strategic aims of the
United Nations (“UN”) Sustainable Development Goals (“SDGs”).
Our alignment to the SDGs, together with brief examples of how
we contribute to global sustainable development, is outlined in the
table on the next page.

At each operation, locally developed community engagement and
project strategies reflect the overall Gemfields approach to
management of environmental and social issues. We take a demand-
and engagement-led approach through collaboration with the
community and assorted stakeholders. We recognise customary,
cultural and traditional contexts, local laws and regulations, and
understand that there can be expectations from the community about
what the Company could and should provide. Therefore, managing
our relationship with communities in a free, open and inclusive way is
a priority and directs h