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Gem Diamonds is a leading 
producer of high-value 
diamonds
The Group, which has its head office in the United Kingdom, 
owns the Letšeng mine in Lesotho and the Ghaghoo mine in 
Botswana. The Letšeng mine is renowned for its regular 
production of large, exceptional white diamonds, making it the 
highest average dollar per carat kimberlite diamond mine in 
the world. Since Gem Diamonds acquired the mine in 2006, 
Letšeng has produced some of the world’s most remarkable 
diamonds. Among these diamonds recovered are the 910 carat 
Lesotho Legend, the 603 carat Lesotho Promise, the 550 carat 
Letšeng Star and the 493 carat Letšeng Legacy.

Gem Diamonds’ strategy is underpinned by three key priorities 
to deliver maximum value for all shareholders through its 
business cycle. Its current focus is on enhancing the efficiency 
of the Group’s operations by improving day-to-day 
performance, driving stringent cost control and capital 
discipline; and selling non-core assets. The selling of diamonds 
is supported by the Group’s sales, marketing and manufacturing 
capabilities. Financial, technical and administrative services are 
supported by its South African subsidiary.

Welcome to the Gem 
Diamonds Annual Report 
and Accounts 2018

The Annual Report and Accounts 
have been prepared in accordance 
with:

–   applicable English and British 
Virgin Islands law;

–   regulations and best practice as 
advised by the Financial 
Reporting Council and the 
Department of Business, 
Innovation and Skills in the 
United Kingdom; and

–   International Financial  
Reporting Standards.

On the cover, the 910 carat Lesotho 
Legend recovered in January 2018, 
largest gem quality diamond ever 
recovered at Letšeng.
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Results at a glance

Year to 31 December 2018 2017 % change

Average price per carat achieved (US$) 2 131 1 930  10
Revenue (US$ million) 267.3 214.3  25
Underlying EBITDA1 (before exceptional items) 
(US$ million) 82.3 48.6  69
Profit for the year (before exceptional items) 
(US$ million) 46.6 20.8  124
Basic earnings per share2 (before exceptional 
items) (US cents) 18.80 6.56  187
1 Refer to Note 4, Operating profit, for definition of non-GAAP measures.
2 Refer to Group financial performance for GAAP measures.

Operational

WASTE TONNES MINED (millions)

25.8
(2017: 29.7)

ORE TONNES TREATED (millions)

6.5 

(2017: 6.5)

CARATS RECOVERED (thousands)

126.9
(2017: 119.9)

CAPITAL EXPENDITURE (US$ million)

23.0
(2017: 17.8)

CARATS SOLD (thousands)

125.1
(2017: 120.2)

Sustainable Development 
Information relating to Sustainable Development has been compiled in accordance with the 
Global Reporting Initiative (GRI) G4 Sustainability Reporting Guidelines and Gem Diamonds’ 
internal reporting guidelines, with consideration of the UN Global Compact. Details regarding 
Sustainable Development can be found on www.gemdiamonds.com

This icon indicates 
additional information 
available on the Group’s 
website at 
www.gemdiamonds.com

This icon indicates link to 
the Remuneration Report

This QR code refers the reader 
to further information about 
the Group’s sustainable 
development activities on the 
Group’s website at 
www.gemdiamonds.com

This icon refers the reader to 
further information about 
the Group’s sustainable 
development activities on 
the Group’s website at 
www.gemdiamonds.com

2018 IN  
REVIEW

At 31 December 2018 2017 % change

Cash and short-term deposits (US$ million) 50.8 47.7  7
Drawn down bank facilities (US$ million) 33.3 46.3  28
Net cash3 (US$ million) 17.5 1.4  1 150
Available bank facilities (US$ million) 57.8 36.2  60
3 Net cash is a non-GAAP measure and calculated as cash and short-term deposits less drawn down 
bank facilities (excluding asset-based finance facility).

Fatality-free year
Four LTI resulting in 
an LTIFR of 0.15

Zero major or significant 
environmental 
or stakeholder 
incidents

Letšeng retains  
ISO 14001 and 
obtained ISO 45001 
certification

Health, safety, social and environment (HSSE)

AVERAGE EMPLOYEES (including contractors)

2 189
(2017: 2 089)
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ABOUT 
GEM DIAMONDS

Diamond analysis and manufacturing
Baobab Technologies1  

The Group’s high-tech diamond analysis and  
manufacturing operation is tasked with:
• understanding the value of exceptional rough diamonds 

through mapping and analysis; and
• managing the manufacturing process of selected 

diamonds for final polished sale.

Sales and marketing
Gem Diamonds Marketing Services1 

The Group's diamond sorting, sales and marketing 
operation in Belgium focuses on:
• maximising the revenue achieved on  

diamond sales;
• developing the Gem Diamonds brand in the 

market; and
• enhancing customer relationships.

TOTAL RESOURCE

5.0m carats
(as at 1 January 2015)3

IN-SITU VALUE

US$10.3 billion
(as at 1 January 2015)3

Letšeng Diamonds2

Letšeng Diamond Mine 

Open pit mining operation in Lesotho focuses on mining 
and processing ore efficiently and safely from its two 
kimberlite pipes (Main and Satellite).

Technology and Innovation
Gem Diamonds Innovation Services1

The Group established this company in Cyprus in 2017 to 
house the Group's innovation and technology research 
and development projects

TOTAL RESOURCE

20.5m
(as at 1 January 2014)3

IN-SITU VALUE

US$4.9 billion
(as at 1 January 2014)3

Gem Diamonds Botswana
Ghaghoo Diamond Mine1

Ghaghoo, the Group’s underground diamond mining 
development in Botswana, was placed on care and 
maintenance in 2017.

Technical and administrative services
Gem Diamond Technical Services1

  Technical support function located in South Africa

United Kingdom –  
Head office

Botswana

Belgium

1 100% ownership by Gem Diamonds Limited.
2 70% ownership by Gem Diamonds Limited and 30% ownership by the Government of the Kingdom of Lesotho.
3 As per most recent published Resource and Reserve statements.

South Africa 
and Lesotho

Cyprus
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A record number of recoveries of diamonds greater than 
100 carats at Letšeng, including the 910 carat Lesotho Legend, 
combined with a focused drive to optimise business processes 
and enhance efficiencies, have generated a strong financial 
performance for 2018.

Dear shareholders,
On behalf of the Board, it is my pleasure to present the 
Gem Diamonds 2018 Annual Report. This report affords me the 
opportunity to reflect on the past financial year and to share 
the progress made against the Company’s stated objectives. 

Reflecting on 2018
During 2018, the Board and management have focused squarely 
on delivering the Company’s strategic priorities of Extracting 
Maximum Value from Operations, Working Safely and 
Responsibly and Maintaining our Social Licence and Preparing 
for Our Future. These three overarching objectives, which have 
been communicated to all our stakeholders, underpin how we 
work and what we do. 

I am pleased to advise that this past year was characterised by a 
record number of recoveries of large, high-quality diamonds, 
coupled with substantial progress on implementing the 
objectives of the Business Transformation programme, which 
are designed to ensure sustainable growth. 

Given the pleasing results, it is tempting to overlook the context 
from which these successes have been wrought. The positive 
results achieved in 2018 should be viewed against the backdrop 
of a difficult year for the global diamond mining industry. While 
pricing for Letšeng’s high value goods remained resilient, prices 
for smaller goods struggled due to a combination of ample new 
production over the last two years and the emergence of more 
competition from the man-made diamond sector. 

In 2017, the Company launched a Business Transformation 
programme with the aim of improving our financial and 
operational performance in order to secure a more profitable 
and sustainable future for the benefit of all our stakeholders.

Much work has been done to improve the efficiency of our 
business processes and to optimise diamond recoveries in order 
to extract the maximum possible value from our asset. I am 
pleased to report that the Company has made impressive 
progress over the past year and remains on track to achieve the 
cumulative four-year target of US$100 million in incremental 
revenue, productivity improvements and cost savings by the end 
of 2021. While every aspect of our business has been placed 
under scrutiny, we have been careful to ensure that any cost 

reductions or changes to business processes do not compromise 
the safety of our staff, the sustainability of the operations or the 
welfare of the communities amongst which we operate.

The orebody at the Letšeng mine exhibits a particularly coarse 
distribution in the size of the diamonds it contains. This 
inevitably makes it challenging to avoid damaging diamonds 
during the crushing and extraction process and the Company is 
determined to find a solution to this problem. Steady progress 
was made during 2018 towards achieving the stated objectives 
of using technology to identify diamonds that are fully enclosed 
within kimberlite, and to liberate these diamonds using a 
non-mechanical process. The successful application of such 
technology would sharply lower diamond damage and thereby 
improve the size distribution of the products recovered while 
also lowering operating costs. (For more information, refer to 
Technology and Innovation on page 35). 

CHAIRMAN’S  
STATEMENT

Harry Kenyon-Slaney – Chairman

Business overview

Management review

Operating review

Governance

Financial statements
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Our commitment to zero harm means not only preventing 
injury, but also creating a safety culture that is underpinned by a 
deep sense of mutual care and collaboration across the 
workforce. In the year ahead, we will continue to invest in safety 
training and capability building in order to further embed a 
strong safety and health culture throughout the organisation. 

It is pleasing to note that during 2018 there were no major or 
significant environmental or stakeholder incidents reported at 
any of our operations. Moreover the quality of the 
environmental, safety and community engagement initiatives of 
the Company have once again been recognised by the receipt 
of a FTSE4Good commendation award in December 2018. 

Dam safety in focus
Waste rock, tailings and water containment and storage facilities 
are all an integral part of the mining process. We recognise that 
if not engineered and managed correctly they can constitute a 
serious hazard. Recent events involving tailings dam failures 
have highlighted that risk management at every stage of the 
lifecycle of our water and tailings storage facilities is critically 
important. 

The Company takes a highly proactive approach in this matter 
to ensure that the safety of all water, rock and tailings facilities is 
continually managed according to international best practice. 
Dam safety remains a standing agenda item at operational and 
Group HSSE sub-committee meetings and at Group Board 
meetings where findings from our stringent structural stability 
monitoring processes, including internal and external 
inspections and audits, are regularly received and reviewed. The 
approach also includes interaction with local communities and 
stakeholders situated downstream from the mine. (For further 
detail on how the Group ensures the highest standards of dam 
safety management, refer to the Sustainable Development 
Reporting platform www.gemdiamonds.com.)

Building long-term, transparent and mutually 
beneficial relationships with stakeholders
To ensure the sustainability of our business, we remain focused 
on delivering returns for our investors while seeking to optimise 
the benefit that surrounding communities derive from our 
activities. We understand that it is our task to do everything 
possible to extract the maximum value possible from the 
unique resource for which we are responsible, for the benefit of 
all stakeholders. 

Working with government
We endeavour at all times to work closely with local and 
national governments. In Lesotho, the Government is a 
30% shareholder in our Letšeng mine and this ensures that the 
wider country benefits directly from our operation.

In 2018, Gem Diamonds contributed a total of US$52.5 million 
to the Lesotho fiscus in the form of taxes, royalties and 
dividends. We are fiercely proud of this large contribution to the 
economy which cements Letšeng as one of the largest single 
taxpayers in the country. 

CHAIRMAN’S  
STATEMENT CONTINUED

The statutory process for the renewal of the Letšeng mining 
lease is underway, and during the year the Prime Minister of 
Lesotho announced his Government’s intention to renew the 
lease – a clear demonstration of the positive partnership that 
exists between Gem Diamonds and the Government of Lesotho. 
Good progress has been made and it is anticipated that the 
renewed mining lease will be issued in the near future. 

In early 2017 the Ghaghoo mine in Botswana was placed on 
care and maintenance as a consequence of the weak state of 
the diamond market for the category of diamonds produced by 
this operation. During the year, a formal sale process 
commenced, and further updates on this process will be 
provided in due course.

The Lesotho Legend – building a legacy
One of the highlights of the year was the discovery in January of 
a 910-carat Type IIa, D-colour rough diamond at the Letšeng 
mine. This find is of historical importance as it is the fifth largest 
gem-quality diamond ever recovered, and the largest diamond 
unearthed at Letšeng. Reflecting the iconic nature of the stone, 
as well as the splendour of its country of origin, the diamond 
was named the Lesotho Legend and was sold on tender in 
Antwerp for US$40 million in March 2018. 

In line with our ongoing desire to build meaningful, long-term 
and mutually beneficial relationships with our surrounding 
communities, and to mark the recovery of the Lesotho Legend, 
the 910 Community Project was initiated. Following 
consultation with community leaders, and in line with the 
agricultural focus of many of our other social initiatives, the 
construction and development of a commercial poultry and 
egg farming co-operative was identified as the preferred 
community project. A feasibility study has been commissioned 
to better understand the potential socio-economic impact of 
this project and to determine the investment required. 

The aim of all community projects is to create viable and 
sustainable community income streams that last beyond the life 
of the mine and, in this way, ensure the surrounding community 
derives a direct benefit from the mineral wealth of the area. 

Ensuring a safe and responsible working 
environment
The health and safety of everyone working at Gem Diamonds is 
our highest priority, and we are committed to providing a safe, 
healthy and nurturing work environment for all our employees, 
contractors and visitors. 

While we continually strive for zero harm, regrettably, four 
employees suffered LTIs during 2018, up from one in 2017. All 
four LTIs occurred in the first quarter of the year and in each case 
a detailed investigation was undertaken with corrective actions 
implemented to mitigate the risk of any recurrence. I am pleased 
to report that no further LTIs occurred during the remainder of 
the year. Furthermore, while the Group-wide LTIFR rose 
marginally from 0.04 in 2017 to 0.15, the Group-wide AIFR 
reached a historical low of 1.45, down from 2.02 in 2017. 
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Director and as Chairman of the HSSE Committee. Mike has had 
a long and successful career in the diamond industry and brings 
a wealth of operational and corporate experience to the Board.

Furthermore, Johnny Velloza joined the Board in July 2018 as an 
Executive Director. Following his resignation as Group COO 
during the year, we were pleased to announce that Johnny was 
prepared to remain on the Board as a non-Executive Director, 
ensuring the Group continues to benefit from his extensive 
industry and organisational experience. 

Gavin Beevers, who served as a non-Executive Director of Gem 
Diamonds for over 10 years and was a former senior De Beers 
executive, agreed to return as Technical Advisor to operations 
until a suitable replacement for Johnny is found. 

The Nominations Committee continues to review the skills and 
experience of the Board to ensure its composition enables the 
delivery of the Group’s strategy.

Outlook and appreciation
Mining is a cyclical industry, but also one that involves taking 
decisions that have implications over long periods of time. 
We understand that it is our task to balance these periodically 
competing timelines and that our focus must remain on 
positioning the business to thrive throughout the cycle. Going 
forward, management will continue to drive the rigorous 
approach to efficiency embodied in the Business Transformation 
programme and will ensure that the improvements become 
embedded in our operational systems and culture for the 
long-term benefit of all stakeholders.

Gem Diamonds remains committed to creating a positive 
contribution to the communities surrounding its operations and 
in particular to the Basotho nation, ensuring that the country 
benefits from the sustainable and responsible development of 
its natural resources. Proactive and continuous engagement 
with relevant stakeholders to enable the achievement of this 
goal remains a priority. 

I would like to thank my fellow Board members for their wisdom 
and contribution during the year. I want to express my 
appreciation to the Governments of Lesotho and Botswana for 
their ongoing support, which enables the responsible extraction 
of diamonds to the benefit of all our stakeholders.

On behalf of the Board, I would like to extend a special thanks to 
all of our employees and contractors for their dedication and 
hard work during the past year. The Company’s achievements in 
2018 would not have been possible without your support, your 
attention to detail and your tireless commitment to 
continuously improving every aspect of what we do.

Harry Kenyon-Slaney
Non-Executive Chairman

12 March 2019

Supporting local communities
With a workforce of over 2 000 people, the Letšeng mine is a 
substantial employer in Lesotho. In addition to this direct local 
employment, the Company endeavours to procure as many 
goods and services as possible from the local economy. During 
2018 the total in-country procurement amounted to 
US$152.3 million which equated to 92% of our total 
procurement spend, in turn generating significant benefits for 
the local economy and the broader population of Lesotho. 

Gem Diamonds works closely with the communities 
surrounding the Letšeng mine to identify meaningful social 
projects to support. During the year, this collaboration 
continued with material investments made into a range of 
community and social programmes, including continued 
investment into our dairy farming project. Additionally, 
following a consultation process, we commenced construction 
of a footbridge that will allow year-round access for several 
communities to crucial services and infrastructure such as 
schools, local markets and transportation routes. This project will 
make a significant difference to people’s daily lives and will 
support critical socio-economic development in the area. (For 
further detail on these and other community projects, refer to 
the Sustainable Development report on page 37). 

A focus on sustainable returns for our shareholders 
The Board is committed to delivering sustainable shareholder 
returns and it remains the policy of the Board to pay a dividend to 
shareholders when the financial position of the Company permits. 

Notwithstanding the 2018 results, following a review of the 
current state of the global diamond market, the Board has 
decided that no dividend will be paid in respect of the 2018 
financial year. We believe that the focus on strengthening our 
balance sheet and positioning ourselves for the future will be 
to the long-term benefit of shareholders. 

Corporate governance
During 2018, the Financial Reporting Council released the 2018 
UK Corporate Governance Code, which is applicable for reporting 
periods starting on or after 1 January 2019. This new code 
emphasises the importance of building trust by forging strong 
relationships with key stakeholders. It calls for companies to create 
a corporate culture that is aligned with the company purpose and 
business strategy, promotes integrity and values diversity.

The Directors welcome and support the objectives of the code, 
and to ensure that we are aligned to its goals, we have 
introduced a systematic review of our governance policies and 
their terms of reference. This process will ensure that practices 
throughout the Group remain consistent with our current high 
standard of governance. During 2019, the Board will report on 
the outcome of this review and any changes that are deemed 
necessary to meet the objectives of the new code.

Directorate changes
As announced in last year’s Annual Report, Mike Brown joined 
the Board in January 2018 as an independent non-Executive 
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OUR STRATEGY 
AND PERFORMANCE

Our continuous 
evolution has 
enabled an 
enhanced focus on 
maximising value 
from our 
operations, 
enabling the 
delivery of 
sustainable returns 
for our investors 
while optimising 
the benefit of our 
communities and 
minimising the 
impact on our 
environment. 

Our strategy is 
underpinned by 
three key priorities 
which we believe 
will deliver 
maximum value 
for all stakeholders 
through our 
business cycle.

Key 
priorities Strategic focus area 2018 delivery

How we 
measure this

Link to 
risk
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•  Driving business 
optimisation

•  Building balance 
sheet strength

•  Exploring new sales 
avenues to 
maximise value

  Record recovery of 15 diamonds > 100 carats 
including 910 ct Lesotho Legend

  Record number of carats recovered in a single 
calendar year

  Business Transformation (BT) target of 
US$100 million by 2021 on track – implemented 
initiatives contributing US$64 million over the four 
year target

  Commenced mining with the aim of reducing 
waste stripping to significantly increase Letšeng's 
net present value (NPV)

  Increased net cash position1 of US$1.4 million in 
December 2017 to US$17.5 million in December 2018

  Increased customer base by 10% through 
additional tender viewings in Tel Aviv

 • Revenue

 • Underlying EBITDA

 • Return on average 
capital employed

 • Basic earnings per 
share

 • Cash generated 
from operating 
activities

 • Ore tonnes treated

 • Carats recovered

 • Delivery of BT target
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•  Promoting a culture 
of zero harm and 
responsible care

•  Delivering 
sustainable returns 
for our investors 
while optimising 
the benefit for our 
communities and 
minimising our 
impact on the 
environment

•  Building long-term, 
transparent and 
mutually beneficial 
relationships with 
all stakeholders

  Fatality-free year

   Group-wide AIFR reached historical low of 1.45

   Zero major or significant community or 
environmental incidents

  Zero major or significant incidents of health, safety 
and environmental legal non-compliance

  CSI expenditure of US$0.8 million

  Follow up organisational health index (OHI) survey 
conducted in Q4 2018 and the Group successfully 
reached its improvement target

 • LTIFR

 • AIFR

 • Fatalities
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•  Advancement of 
innovative 
technologies 
focusing on 
reducing diamond 
damage 

•  Renewal of the 
mining lease at 
Letšeng

•  Assessing external 
growth 
opportunities

  Installation of prototype high-voltage pulse 
generator at Letšeng which allows non-mechanical 
means of breaking kimberlite rock to liberate 
diamonds using high-voltage pulse power

   Proof of concept validated for detecting diamonds 
within kimberlite host rock. Commenced 
construction of a pilot plant at Letšeng 
incorporating proof of concept.

   Progress made on the statutory renewal 
process after the Prime Minister announced his 
Government's intention to renew the lease in April.

  Progressed construction of tailings storage facility 
extension at Letšeng

 • Capital expenditure

 • Waste tonnes mined

 • Mining in 
accordance with life 
of mine plan

1 2

11

7 8

4 5

1  Net cash is calculated as cash and short-term deposits less drawn down bank facilities (excluding asset-based finance facility).

At Letšeng, ore is processed through three treatment plants with an 
annual throughput of 6.4 million to 6.6 million tonnes. Although 
Letšeng’s grade recovery is low (averaging just under two carats per 
hundred tonnes) it is famous for producing large, high-value diamonds.

Sales, marketing 
and manufacturing

Our diamonds produced are predominantly sold through a tender 
process by our sales and marketing operation in Antwerp, Belgium. 
Through mapping and analysis, the value of the Letšeng high-quality 
diamonds is determined and used to achieve the highest rough value 
through multiple selling channels. A selection of high-value diamonds 
are manufactured to capture additional value through polished sales.

Business cycle

Letšeng, our core diamond mine, is the highest achieving average 
US$ per carat kimberlite mine in the world. The operation is an open pit 
diamond mine with two kimberlite pipes, the Main pipe and the 
Satellite pipe which are 17.0 and 5.2 hectares respectively.

Mining

Processing
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Our continuous 
evolution has 
enabled an 
enhanced focus on 
maximising value 
from our 
operations, 
enabling the 
delivery of 
sustainable returns 
for our investors 
while optimising 
the benefit of our 
communities and 
minimising the 
impact on our 
environment. 

Our strategy is 
underpinned by 
three key priorities 
which we believe 
will deliver 
maximum value 
for all stakeholders 
through our 
business cycle.

Key 
priorities Strategic focus area 2018 delivery

How we 
measure this
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•  Driving business 
optimisation

•  Building balance 
sheet strength

•  Exploring new sales 
avenues to 
maximise value

  Record recovery of 15 diamonds > 100 carats 
including 910 ct Lesotho Legend

  Record number of carats recovered in a single 
calendar year

  Business Transformation (BT) target of 
US$100 million by 2021 on track – implemented 
initiatives contributing US$64 million over the four 
year target

  Commenced mining with the aim of reducing 
waste stripping to significantly increase Letšeng's 
net present value (NPV)

  Increased net cash position1 of US$1.4 million in 
December 2017 to US$17.5 million in December 2018

  Increased customer base by 10% through 
additional tender viewings in Tel Aviv

 • Revenue

 • Underlying EBITDA

 • Return on average 
capital employed

 • Basic earnings per 
share

 • Cash generated 
from operating 
activities

 • Ore tonnes treated

 • Carats recovered

 • Delivery of BT target
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•  Promoting a culture 
of zero harm and 
responsible care

•  Delivering 
sustainable returns 
for our investors 
while optimising 
the benefit for our 
communities and 
minimising our 
impact on the 
environment

•  Building long-term, 
transparent and 
mutually beneficial 
relationships with 
all stakeholders

  Fatality-free year

   Group-wide AIFR reached historical low of 1.45

   Zero major or significant community or 
environmental incidents

  Zero major or significant incidents of health, safety 
and environmental legal non-compliance

  CSI expenditure of US$0.8 million

  Follow up organisational health index (OHI) survey 
conducted in Q4 2018 and the Group successfully 
reached its improvement target

 • LTIFR

 • AIFR

 • Fatalities
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•  Advancement of 
innovative 
technologies 
focusing on 
reducing diamond 
damage 

•  Renewal of the 
mining lease at 
Letšeng

•  Assessing external 
growth 
opportunities

  Installation of prototype high-voltage pulse 
generator at Letšeng which allows non-mechanical 
means of breaking kimberlite rock to liberate 
diamonds using high-voltage pulse power

   Proof of concept validated for detecting diamonds 
within kimberlite host rock. Commenced 
construction of a pilot plant at Letšeng 
incorporating proof of concept.

   Progress made on the statutory renewal 
process after the Prime Minister announced his 
Government's intention to renew the lease in April.

  Progressed construction of tailings storage facility 
extension at Letšeng

 • Capital expenditure

 • Waste tonnes mined

 • Mining in 
accordance with life 
of mine plan

1 2

11

7 8

4 5

1  Net cash is calculated as cash and short-term deposits less drawn down bank facilities (excluding asset-based finance facility).

  – Achieved   – In progress
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KEY PERFORMANCE 
INDICATORS

2018 results Relevance to strategy 2018 delivery Commentary

Revenue
(US$ million) 2014

2015
2016
2017
2018

271
249

190
214

2676

5

4

3

2

1

0

82
The Group remains committed to maximising the value 
achieved on rough and polished diamond sales. 

Sales for the year

US$267 million
Group revenue increased by 25% compared to 2017 due to a record number of large diamond 
recoveries >20 carats at Letšeng, including the Lesotho Legend which sold for US$40 million 
further aided by a 17% increase in total carats sold. This has resulted in an average price of 
US$2 131 per carat.

Underlying 
EBITDA

(US$ million)

2014
2015
2016
2017
2018

106
104

63
49

82

25.8
Underlying EBITDA gives insight to cost management, 
production, growth and performance efficiency on a like-for-like 
basis. We are focused on reducing operating costs, increasing 
productivity and extracting maximum value from our 
operations.

Underlying EBITDA of

US$82 million
Underlying EBITDA1 is 69% higher than 2017 mainly due to the increase in revenue generated, 
coupled with the successful implementation of various Business Transformation (BT) initiatives 
and by maintaining strict cost discipline.

Return on average 
capital employed 

(ROACE) (%)

2014
2015
2016
2017
2018

19
20

15
12

21

82

ROACE is a pre-tax measure of the efficiency with which the 
Group generates operating profits from its capital.

Pre-tax ROACE achieved 

21%
Pre-tax ROACE achieved 21%, increasing from 12% in 2017, mainly driven by higher EBITDA. 
Prior years’ ROACE is as reported at that point in time and includes all operations in existence in 
those relevant years. 

Basic earnings  
per share (EPS)

(US cents)

2014
2015
2016
2017
2018

26.0
30.0

13.0
6.6

18.8

The aim of our strategy is to deliver maximum value for all 
shareholders through our business cycle. Basic EPS represents 
profit attributable to equity shareholders and is a measure of the 
Group's profitability taking into account changes in the equity 
structure.

Basic earnings per share (EPS)

US 18.8 cents
Basic EPS is stated before exceptional items and non-controlling interests. Basic EPS per 
share of 18.80 US cents in 2018 is indicative of the higher earnings achieved. There was no 
significant change in the capital structure of the Group.

Cash generated 
from operating 

activities
(US$ million)

2014
2015
2016
2017
2018

134
119

71
97

138

82

Cash generated from operating activities measures the cash-
generating capability of the Group. It provides additional insight 
into how costs are managed thereby increasing efficiency and 
productivity and building balance sheet strength through 
stringent cost control.

Cash generated from 
operating activities

US$138 million

The Group generated higher cash from operating activities through increased revenue 
generated, coupled with the successful implementation of various BT initiatives and by 
maintaining strict cost and capital discipline.

Ore tonnes 
treated

(million)

2014
2015
2016
2017
2018

6.5
7.0
6.9

6.5
6.5

82

The aim of our strategy is to deliver maximum value for all 
stakeholders through our business cycle. Ore tonnes treated 
measures the level of operating activity of the business to 
achieve this objective.

Ore tonnes treated

6.5 million
Letšeng treated slightly higher ore tonnes compared to 2017, mainly due to the planned 
major maintenance performed on the plants during the first half of the year, together with the 
implementation of various BT initiatives. Ghaghoo was placed on care and maintenance in March 
2017, and hence no ore tonnes were treated in 2018 (2017: 43 991)

Carats
recovered

(thousand)

2014
2015
2016
2017
2018

119
200

149
120

127

82

The aim of our strategy is to deliver maximum value for all 
stakeholders through our business cycle. Carats recovered 
measures the level of earnings activity of the business to 
achieve this objective.

Carats recovered

126 875
Letšeng recovered a record number of carats during 2018, an increase of 13% from 2017, and 
includes carats recovered from tailings. Ghaghoo was placed on care and maintenance in March 
2017, and hence no carats were recovered in 2018 (2017: 8 084).

Capital  
expenditure

(US$ million)

2014
2015
2016
2017
2018

20
23

11
18

23

The Group is committed to a disciplined investment process 
where investment is only made in assets that offer attractive 
returns. 

Capital investment of 

US$23 million
The Group’s investment in capital expenditure mainly comprised of investments at Letšeng of 
US$8.8 million for the treatment of the tailings storage facility, US$8.1 million for completion of the 
new mining complex, and US$1.8 million at Gem Diamonds Innovation Solutions for the construction 
of the pilot plant to be used for the detection of diamonds within kimberlite at Letšeng.

Waste tonnes  
mined 
(million)

2014
2015
2016
2017
2018

19.9
24.0

29.8
29.7

25.8

The Group is flexible to respond to an everchanging operating 
environment. Life of mine plans are continually reviewed to 
ensure the Group is mining in the most efficient manner to 
extract maximum returns.

Waste tonnes mined 

25.8 million
Letšeng reduced its waste mining by 3.9 million tonnes in line with the life of mine plan. This 
was largely due to the improvement in drilling and blasting practices enabling the incorporation 
of several BT initiatives, the most notable being the steeper inter-ramp slope angles.

Lost time injury 
frequency rate 

(LTIFR)2

2014
2015
2016
2017
2018

0.20
0.00

0.18
0.04

0.15

82
The Group is committed to promoting a culture of zero harm 
and responsible care. LTIFR of

0.15
The Group recorded four LTIs all of which occurred in Q1 2018, an increase of three from 2017, 
resulting in a Group-wide LTIFR of 0.15 (2017: 0.04). 

There were no fatalities during 2018.

All injury 
 frequency rate 

(AIFR)2

2014
2015
2016
2017
2018

3.01
2.87

1.93
2.02

1.45

The Group is committed to promoting a culture of zero harm 
and responsible care. AIFR of

1.45
The Group-wide AIFR reached a historical low of 1.45 during 2018, down from 2.02 in 2017, 
due to increased management focus and effort in response to the LTIs in Q1 2018. 

There were no fatalities during 2018.

1 Earnings before interest, tax, depreciation and amortisation. It excludes share-based payments, other income, foreign exchange differences and exceptional items.  
Refer to Note 4, Operating profit in the financial statements.

2 Measures the safety performance of the Group and includes contractors and expressed as a frequency rate per 200 000 man hours.
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2018 results Relevance to strategy 2018 delivery Commentary

Revenue
(US$ million) 2014

2015
2016
2017
2018

271
249

190
214

2676

5

4

3

2

1

0

82
The Group remains committed to maximising the value 
achieved on rough and polished diamond sales. 

Sales for the year

US$267 million
Group revenue increased by 25% compared to 2017 due to a record number of large diamond 
recoveries >20 carats at Letšeng, including the Lesotho Legend which sold for US$40 million 
further aided by a 17% increase in total carats sold. This has resulted in an average price of 
US$2 131 per carat.

Underlying 
EBITDA

(US$ million)

2014
2015
2016
2017
2018

106
104

63
49

82

25.8
Underlying EBITDA gives insight to cost management, 
production, growth and performance efficiency on a like-for-like 
basis. We are focused on reducing operating costs, increasing 
productivity and extracting maximum value from our 
operations.

Underlying EBITDA of

US$82 million
Underlying EBITDA1 is 69% higher than 2017 mainly due to the increase in revenue generated, 
coupled with the successful implementation of various Business Transformation (BT) initiatives 
and by maintaining strict cost discipline.

Return on average 
capital employed 

(ROACE) (%)

2014
2015
2016
2017
2018

19
20

15
12

21

82

ROACE is a pre-tax measure of the efficiency with which the 
Group generates operating profits from its capital.

Pre-tax ROACE achieved 

21%
Pre-tax ROACE achieved 21%, increasing from 12% in 2017, mainly driven by higher EBITDA. 
Prior years’ ROACE is as reported at that point in time and includes all operations in existence in 
those relevant years. 

Basic earnings  
per share (EPS)

(US cents)

2014
2015
2016
2017
2018

26.0
30.0

13.0
6.6

18.8

The aim of our strategy is to deliver maximum value for all 
shareholders through our business cycle. Basic EPS represents 
profit attributable to equity shareholders and is a measure of the 
Group's profitability taking into account changes in the equity 
structure.

Basic earnings per share (EPS)

US 18.8 cents
Basic EPS is stated before exceptional items and non-controlling interests. Basic EPS per 
share of 18.80 US cents in 2018 is indicative of the higher earnings achieved. There was no 
significant change in the capital structure of the Group.

Cash generated 
from operating 

activities
(US$ million)

2014
2015
2016
2017
2018

134
119

71
97

138

82

Cash generated from operating activities measures the cash-
generating capability of the Group. It provides additional insight 
into how costs are managed thereby increasing efficiency and 
productivity and building balance sheet strength through 
stringent cost control.

Cash generated from 
operating activities

US$138 million

The Group generated higher cash from operating activities through increased revenue 
generated, coupled with the successful implementation of various BT initiatives and by 
maintaining strict cost and capital discipline.

Ore tonnes 
treated

(million)

2014
2015
2016
2017
2018

6.5
7.0
6.9

6.5
6.5

82

The aim of our strategy is to deliver maximum value for all 
stakeholders through our business cycle. Ore tonnes treated 
measures the level of operating activity of the business to 
achieve this objective.

Ore tonnes treated

6.5 million
Letšeng treated slightly higher ore tonnes compared to 2017, mainly due to the planned 
major maintenance performed on the plants during the first half of the year, together with the 
implementation of various BT initiatives. Ghaghoo was placed on care and maintenance in March 
2017, and hence no ore tonnes were treated in 2018 (2017: 43 991)

Carats
recovered

(thousand)

2014
2015
2016
2017
2018

119
200

149
120

127

82

The aim of our strategy is to deliver maximum value for all 
stakeholders through our business cycle. Carats recovered 
measures the level of earnings activity of the business to 
achieve this objective.

Carats recovered

126 875
Letšeng recovered a record number of carats during 2018, an increase of 13% from 2017, and 
includes carats recovered from tailings. Ghaghoo was placed on care and maintenance in March 
2017, and hence no carats were recovered in 2018 (2017: 8 084).

Capital  
expenditure

(US$ million)

2014
2015
2016
2017
2018

20
23

11
18

23

The Group is committed to a disciplined investment process 
where investment is only made in assets that offer attractive 
returns. 

Capital investment of 

US$23 million
The Group’s investment in capital expenditure mainly comprised of investments at Letšeng of 
US$8.8 million for the treatment of the tailings storage facility, US$8.1 million for completion of the 
new mining complex, and US$1.8 million at Gem Diamonds Innovation Solutions for the construction 
of the pilot plant to be used for the detection of diamonds within kimberlite at Letšeng.

Waste tonnes  
mined 
(million)

2014
2015
2016
2017
2018

19.9
24.0

29.8
29.7

25.8

The Group is flexible to respond to an everchanging operating 
environment. Life of mine plans are continually reviewed to 
ensure the Group is mining in the most efficient manner to 
extract maximum returns.

Waste tonnes mined 

25.8 million
Letšeng reduced its waste mining by 3.9 million tonnes in line with the life of mine plan. This 
was largely due to the improvement in drilling and blasting practices enabling the incorporation 
of several BT initiatives, the most notable being the steeper inter-ramp slope angles.

Lost time injury 
frequency rate 

(LTIFR)2

2014
2015
2016
2017
2018

0.20
0.00

0.18
0.04

0.15

82
The Group is committed to promoting a culture of zero harm 
and responsible care. LTIFR of

0.15
The Group recorded four LTIs all of which occurred in Q1 2018, an increase of three from 2017, 
resulting in a Group-wide LTIFR of 0.15 (2017: 0.04). 

There were no fatalities during 2018.

All injury 
 frequency rate 

(AIFR)2

2014
2015
2016
2017
2018

3.01
2.87

1.93
2.02

1.45

The Group is committed to promoting a culture of zero harm 
and responsible care. AIFR of

1.45
The Group-wide AIFR reached a historical low of 1.45 during 2018, down from 2.02 in 2017, 
due to increased management focus and effort in response to the LTIs in Q1 2018. 

There were no fatalities during 2018.

1 Earnings before interest, tax, depreciation and amortisation. It excludes share-based payments, other income, foreign exchange differences and exceptional items.  
Refer to Note 4, Operating profit in the financial statements.

2 Measures the safety performance of the Group and includes contractors and expressed as a frequency rate per 200 000 man hours.
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VIABILITY  
STATEMENT

In accordance with the revised UK Corporate Governance Code, 
the Board has assessed the viability of the Group over a period 
significantly longer than 12 months from the approval of the 
financial statements. The Board concluded that the most relevant 
time period for consideration for this assessment is a three-year 
period from the approval of the financial statements, considering 
the Group’s current position and the potential impact of the 
principal risks documented on pages 11 to 15 that could impact 
the viability of the Group. This period also coincides with the 
Group’s business and strategic planning period, which is reviewed 
annually, led by the CEO and involving all relevant functions 
including operations, sales and marketing, financial, treasury and 
risk. The Board participates fully in the annual review process by 
means of structured Board meetings and annual strategic 
sessions. A three-year period gives management and the Board 
sufficient and realistic visibility in the context of the industry and 
environment that the Group operates in.

The Business Transformation incremental revenue, productivity 
improvements and cost savings set to achieve the 
US$100 million target by the end of 2021 and sustainable 
US$30 million per annum savings thereafter is included in the 
assessment period. At Letšeng, the focus is on organic growth 
with particular emphasis on optimising mine planning, 
improving mining efficiencies and increasing plant uptime. At 
Ghaghoo, the key objective is to dispose of the mine in line with 
the Group’s strategic objective to dispose of non-core assets.

For the purpose of assessing the Group’s viability, the Board 
focused its attention on the more critical principal risks 
categorised within the strategic, external and operational risks 
together with the likely effectiveness of the potential 
mitigations that management reasonably believes would be 
available to the Company over this period. Although the 

business and strategic plan reflects the Directors’ best estimate 
of the future prospects of the Group, they have also tested the 
potential impact on the Group of a number of scenarios over 
and above those included in the plan, by quantifying their 
financial impact and overlaying this on the detailed financial 
forecasts in the plan.

The scenarios tested considered the Group’s revenue, EBITDA, 
cash flows and other key financial ratios over the three-year 
period. The scenarios tested included the compounding effect 
of:

 • a decrease in forecast rough diamond prices from the 
historical prices achieved and anticipated planned reserve 
prices;

 • a strengthening of local currencies to the US dollar from 
expected market forecasts; and

 • a delay beyond the three-year period in the implementation 
and benefit of the Business Transformation initiatives not yet 
implemented. 

With the current net cash position* of US$17.5 million 
as at 31 December 2018 and available standby facilities of 
US$57.8 million, the Group would be able to withstand the 
impact of these scenarios occurring over the three-year period, 
due to the cash-generating nature of the Group’s core asset, 
Letšeng, and its flexibility in adjusting its operating plans within 
the normal course of business.

Based on the robust assessment of the principal risks, prospects 
and viability of the Group, the Board confirms that it has a 
reasonable expectation that the Group will be able to continue 
in operation and meet its liabilities as they fall due over the 
three-year period ending March 2022.

*  Net cash is calculated as cash and short-term deposits less drawn down 
bank facilities (excluding asset-based finance facility).
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How we approach risk
The Group is exposed to a variety of risks and uncertainties that 
could have a financial, operational and compliance impact on its 
performance, reputation and long-term growth. The effective 
identification, management and mitigation of these risks and 
uncertainties is a core focus of the Group as they are key to 
achieving the Company’s strategic objectives.

The risk management framework shown below illustrates the 
Group’s approach to risk management.

The Board and its Committees have identified the following key 
strategic, operational and external risks which have been set out 

in no order of priority. This is not an exhaustive list, but rather a list 
of the most material risks currently facing the Group. The impact 
of these risks, individually or collectively, could potentially affect 
the ability of the Group to operate profitably and generate 
positive cash flows in the medium to long term. The risks are 
actively monitored and managed as detailed below. 

The Group’s strategy which is based on three key priorities, 
Extracting Maximum Value from Operations, Working Responsibly 
and Maintaining Social Licence, and Preparing for Our Future is set 
out on pages 6 to 7, and, together with the KPIs identified to 
measure these objectives on pages 8 to 9 are linked to the risks 
below.

PRINCIPAL RISKS AND  
UNCERTAINTIES

Likelihood

Im
p

ac
t

7

10

1

9
2 11

12

5 4
6

3

8

Residual risk (post-mitigating controls)

Im
p

ac
t

Likelihood

Low Low
1   2 3 4 1   2 3 4

High High

High 4 High 4

3 3

2 2

1 1Low Low 

9

3 5 4

68

11

1

10

7

2

Inherent risk (pre-mitigating controls)

12

Oversight

Governance

Top-down 
approach 

– setting the risk 
appetite and 

tolerances, 
strategic 

objectives  and 
accountability 

for the 
management of 

the risk 
management 

framework

Bottom-up 
approach – 

ensures a sound 
risk management 

process and 
establishes  

formal reporting 
structures

Board of Directors

Accountable for risk management within the Group.
Provide stakeholders with assurance that key risks are properly identified, assessed,  

mitigated and monitored.
Maintains a formal risk management policy for the Group and formally evaluates 

the effectiveness of the Group’s risk management process.
Confirms that the risk management process is accurately aligned to the strategy and  

performance objectives of the Group.

Audit Committee

Monitors the Group’s risk management processes.
Responsible for addressing the corporate governance requirements of risk management 

and monitoring each operational site’s performance with risk management.
Review the status of risk management and reports on a bi-annual basis.

HSSE Committee

Provides assurance to the Board that appropriate systems are in place to identify and manage 
health, safety and environmental risks.

Risk Officer

Enhancing the Group’s enterprise risk management, the Risk Officer has the 
responsibility to develop, communicate, coordinate and monitor the enterprise-wide risk 

management activities within the Group.

Management

Accountable to the Board for designing, implementing and monitoring the process of 
risk management and integrating it into the day-to-day activities of the Group.

Identifies internal and external risks affecting the Group and implements appropriate risk 
responses consistent with the Group’s risk appetite and tolerances.

Group internal audit

Use the outputs of risk assessments to compile the strategic three-year rolling and annual 
internal audit coverage plan and evaluates the effectiveness of controls.

Formally review the effectiveness of the Group’s risk management processes.

Responsibility

Business overview
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PRINCIPAL RISKS AND  
UNCERTAINTIES CONTINUED

Risk management framework

Type of risk STRATEGIC OPERATIONAL

Description   
and impact

Success of Business Transformation (BT)
The successful implementation and sustainability of the BT 
process is highly dependent on change management, skills and 
certain contract renegotiations. 

In turn, the Group’s cash resources are impacted if the initiatives 
are not sustainably impacted.

Growth and return to shareholders
The volatility of the Group’s share price and lack of growth has  
a negative impact on the Group’s market capitalisation. 

Constrained cash flows add pressure on returns to shareholders.

Following the placing of Ghaghoo on care and maintenance, 
the Group is currently solely dependent upon the Letšeng mine 
for its revenues, profits and cash flows.

Production interruption 
The Group may experience material mine and/ 
or plant shutdowns or periods of decreased 
production due to various events. Any such event 
could result in damage to facilities, personal 
injury or death, environmental damage, delays  
in mining and processing activities potentially 
resulting in monetary losses and possible legal 
liability. Letšeng relies on the use of external 
contractors to conduct its mining and its 
processing activities. If there is a dispute with  
any of the contractors, the Group’s operations 
could be materially impacted.

Underperforming mineral resource
The Group’s mineral resource drives the mine 
plan. Uncertainty or underperformance of 
mineral resources could affect the Group’s ability 
to operate profitably.

Limited knowledge of the resource could lead  
to an inability to forecast or plan accurately or 
optimally, and lead to financial risk.

With Letšeng being the world’s lowest grade 
operating kimberlite mine, the risk of resource 
underperformance is elevated.

Diamond damage
Letšeng’s most valuable Type II diamonds are 
highly susceptible to damage during the mining 
and recovery process. To minimise such damage 
creates a potential upside for the Group.

Mitigation A dedicated team at the Corporate office and on site at Letšeng 
have been tasked to ensure the successful implementation and 
ongoing sustainability of the BT.

Consultants have been employed to assist in the planning and 
implementation of the transformation process and initiatives. 

Areas within organisational health which are necessary to 
inform the success and sustainability of the transformation 
process are identified and monitored through an annual formal 
OHI survey and bi-annual health checks.

With limited expansionary opportunities, the Board has 
concentrated its focus on organic growth to extract the 
maximum value from current operations.

The likelihood of possible process interruption 
events is continually reviewed, and the 
appropriate controls, processes and business 
continuity plans (BCPs) are in place to 
immediately mitigate these risks. The Group 
maintains insurance against certain risks that are 
associated with its business in amounts that it 
believes to be reasonable in the current 
environment and status of operations.

In the event of climate conditions causing road 
closure, restricted access to the mining pits or 
power interruption, a two-week supply of ore 
stockpiles, diesel, power supply consumable stores 
and food rations are maintained to ensure 
production is not interrupted.

Various bulk sampling programmes, and 
geological mapping and modelling methods to 
significantly improve the Group’s understanding 
of and confidence in the mineral resources.

BCPs are tested for execution with findings 
implemented to address any weaknesses 
identified.

Diamond damage is regularly monitored and 
analysed through studies and variance analyses

Strategy affected Extracting Maximum Value from Our Operations; Working 
Responsibly and Maintaining Social Licence; Preparing 
for Our Future.

Extracting Maximum Value from Our Operations; 
Preparing for Our Future.

Extracting Maximum Value from Our 
Operations; Working Responsibly and 
Maintaining Social Licence.

Extracting Maximum Value from Our 
Operations; Preparing for Our Future.

Extracting Maximum Value from Our 
Operations; Preparing for Our Future.

2018 actions and 
outcomes

 • The BT cumulative four-year target of US$100 million to 2021 
remains on track for delivery.

 • The second OHI survey conducted reflected a positive 
improvement.

 • Major contracts at Letšeng were successfully renegotiated.
 • Identified a contract management role to ensure improved 

contract management processes.

 • Business improvement achieved across all operations. 
 • A new LoM plan at Letšeng was approved. Mining in 

accordance with this plan will significantly increase the 
mine’s net present value. 

 • Progress made in development of innovative technologies to 
reduce diamond damage.

 • The Group’s share price increased by 54% over the year
 • Progress was made in the statutory process for the renewal of 

Letšeng's mining lease during 2018. The Group anticipates a 
new mining lease to be issued during 2019 ahead of its 
expiry in 2024.

 • Despite poor climate conditions and power 
outages, no production interruption occurred.

 • Major contracts at Letšeng were successfully 
renegotiated.

 • The core drilling programme at Letšeng, to 
firm up on the existing resource, was 
concluded. 

 • Independent mining specialists, SRK 
Consulting Canada have been appointed to 
assist with interpretation and analysis of the 
results of the drilling programme.

 • The resource performed in line with 
expectations by achieving an overall Mine Call 
Factor (MCF) of 99%; grade of 1.94; and overall 
US$ per carat of US$2 131.

 • Blast designs, crusher settings and screen cut 
off sizes were continually reviewed to identify 
any improvements to limit diamond damage.

 • Inhouse breakage indices show some 
improvement and the estimated revenue loss 
through breakage reduced marginally over the 
previous year.

 • A record of 15 diamonds >100 carats were 
recovered at Letšeng during 2018, including the 
910 carat Lesotho Legend. Production in 2018 
also included the highest recovery of diamonds 
>20 carats in a single year.

 • Progress made in development of innovative 
technologies to reduce diamond damage.

1 2
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Risk management framework

Type of risk STRATEGIC OPERATIONAL

Description   
and impact

Success of Business Transformation (BT)
The successful implementation and sustainability of the BT 
process is highly dependent on change management, skills and 
certain contract renegotiations. 

In turn, the Group’s cash resources are impacted if the initiatives 
are not sustainably impacted.

Growth and return to shareholders
The volatility of the Group’s share price and lack of growth has  
a negative impact on the Group’s market capitalisation. 

Constrained cash flows add pressure on returns to shareholders.

Following the placing of Ghaghoo on care and maintenance, 
the Group is currently solely dependent upon the Letšeng mine 
for its revenues, profits and cash flows.

Production interruption 
The Group may experience material mine and/ 
or plant shutdowns or periods of decreased 
production due to various events. Any such event 
could result in damage to facilities, personal 
injury or death, environmental damage, delays  
in mining and processing activities potentially 
resulting in monetary losses and possible legal 
liability. Letšeng relies on the use of external 
contractors to conduct its mining and its 
processing activities. If there is a dispute with  
any of the contractors, the Group’s operations 
could be materially impacted.

Underperforming mineral resource
The Group’s mineral resource drives the mine 
plan. Uncertainty or underperformance of 
mineral resources could affect the Group’s ability 
to operate profitably.

Limited knowledge of the resource could lead  
to an inability to forecast or plan accurately or 
optimally, and lead to financial risk.

With Letšeng being the world’s lowest grade 
operating kimberlite mine, the risk of resource 
underperformance is elevated.

Diamond damage
Letšeng’s most valuable Type II diamonds are 
highly susceptible to damage during the mining 
and recovery process. To minimise such damage 
creates a potential upside for the Group.

Mitigation A dedicated team at the Corporate office and on site at Letšeng 
have been tasked to ensure the successful implementation and 
ongoing sustainability of the BT.

Consultants have been employed to assist in the planning and 
implementation of the transformation process and initiatives. 

Areas within organisational health which are necessary to 
inform the success and sustainability of the transformation 
process are identified and monitored through an annual formal 
OHI survey and bi-annual health checks.

With limited expansionary opportunities, the Board has 
concentrated its focus on organic growth to extract the 
maximum value from current operations.

The likelihood of possible process interruption 
events is continually reviewed, and the 
appropriate controls, processes and business 
continuity plans (BCPs) are in place to 
immediately mitigate these risks. The Group 
maintains insurance against certain risks that are 
associated with its business in amounts that it 
believes to be reasonable in the current 
environment and status of operations.

In the event of climate conditions causing road 
closure, restricted access to the mining pits or 
power interruption, a two-week supply of ore 
stockpiles, diesel, power supply consumable stores 
and food rations are maintained to ensure 
production is not interrupted.

Various bulk sampling programmes, and 
geological mapping and modelling methods to 
significantly improve the Group’s understanding 
of and confidence in the mineral resources.

BCPs are tested for execution with findings 
implemented to address any weaknesses 
identified.

Diamond damage is regularly monitored and 
analysed through studies and variance analyses

Strategy affected Extracting Maximum Value from Our Operations; Working 
Responsibly and Maintaining Social Licence; Preparing 
for Our Future.

Extracting Maximum Value from Our Operations; 
Preparing for Our Future.

Extracting Maximum Value from Our 
Operations; Working Responsibly and 
Maintaining Social Licence.

Extracting Maximum Value from Our 
Operations; Preparing for Our Future.

Extracting Maximum Value from Our 
Operations; Preparing for Our Future.

2018 actions and 
outcomes

 • The BT cumulative four-year target of US$100 million to 2021 
remains on track for delivery.

 • The second OHI survey conducted reflected a positive 
improvement.

 • Major contracts at Letšeng were successfully renegotiated.
 • Identified a contract management role to ensure improved 

contract management processes.

 • Business improvement achieved across all operations. 
 • A new LoM plan at Letšeng was approved. Mining in 

accordance with this plan will significantly increase the 
mine’s net present value. 

 • Progress made in development of innovative technologies to 
reduce diamond damage.

 • The Group’s share price increased by 54% over the year
 • Progress was made in the statutory process for the renewal of 

Letšeng's mining lease during 2018. The Group anticipates a 
new mining lease to be issued during 2019 ahead of its 
expiry in 2024.

 • Despite poor climate conditions and power 
outages, no production interruption occurred.

 • Major contracts at Letšeng were successfully 
renegotiated.

 • The core drilling programme at Letšeng, to 
firm up on the existing resource, was 
concluded. 

 • Independent mining specialists, SRK 
Consulting Canada have been appointed to 
assist with interpretation and analysis of the 
results of the drilling programme.

 • The resource performed in line with 
expectations by achieving an overall Mine Call 
Factor (MCF) of 99%; grade of 1.94; and overall 
US$ per carat of US$2 131.

 • Blast designs, crusher settings and screen cut 
off sizes were continually reviewed to identify 
any improvements to limit diamond damage.

 • Inhouse breakage indices show some 
improvement and the estimated revenue loss 
through breakage reduced marginally over the 
previous year.

 • A record of 15 diamonds >100 carats were 
recovered at Letšeng during 2018, including the 
910 carat Lesotho Legend. Production in 2018 
also included the highest recovery of diamonds 
>20 carats in a single year.

 • Progress made in development of innovative 
technologies to reduce diamond damage.
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PRINCIPAL RISKS AND  
UNCERTAINTIES CONTINUED

Type of risk OPERATIONAL OPERATIONAL EXTERNAL

Description  
and impact

Security of product 
Theft is an inherent risk factor in the 
diamond industry.

Due to the low frequency of high-value 
diamonds at Letšeng, theft can have a 
material impact on the Group. 

This could result in significant losses and 
negatively affect revenue and cash flows.

Cash generation
The lack of cash generation can negatively 
impact the Group’s ability to effectively 
operate, fund capital projects and repay 
debt. 

Attracting and retaining  appropriate 
skills 
The success of the Group’s objectives and 
sustainable growth depends on its ability to 
attract and retain key suitably qualified and 
experienced personnel, especially in an 
environment and industry where skills 
shortages are prevalent and in jurisdictions 
where localisation policies exist. 

Health, Safety, Social and 
Environmental (HSSE) 
The risk that a major health, safety, 
social or environmental incident may 
occur is inherent in mining 
operations.

These risks could impact the safety of 
employees, licence to operate, 
Company reputation and compliance 
with debt facility agreements.

Recent dam failures in Brazil has 
turned the global spotlight on dam 
integrity.

Rough diamond demand and 
prices
Numerous factors beyond the control 
of the Group may affect the price and 
demand for diamonds, including 
international economic and political 
trends; projected supply from existing 
mines; supply and timing of 
production from new mines; and 
consumer trends.

These factors can significantly impact 
the ability to generate cash flows and 
to fund operations and growth plans. 

Country, political environment 
and compliance with legislation
The Group operates in various 
jurisdictions. The political 
environment of these various 
jurisdictions may adversely impact its 
ability to operate effectively and 
profitably. Emerging market 
economies are generally subject to 
greater risks, including regulatory and 
political risk, and can be exposed to a 
rapidly changing environment laws 
and regulations in each jurisdiction 
are different

There is a risk that any one of these 
operations may fail to comply with its 
country’s specific legal or regulatory 
requirement.

Currency volatility
The Group receives its 
revenue in US dollar, while 
its cost base is incurred in 
the local currency of the 
various countries within 
which the Group operates. 
The volatility of these 
currencies trading against 
the US dollar impacts the 
Group’s profitability and 
cash.

Mitigation The Group demands a zero tolerance on 
breaches of product security.

Security measures are constantly reviewed 
and implemented to minimise this risk.

Security infrastructure and technologies are 
invested in and supported through both 
internal and external surveillance processes.

A Diamond Recovery Protection 
Committee has been established at 
Letšeng to monitor security processes.

The Group maintains diamond specie 
insurance.

The Group has the flexibility to reassess its 
capital projects and operational strategies. 

Treasury management procedures are in 
place to monitor cash and capital projects 
expenditure. 

The Group has appropriate standby 
facilities available.

Cost controls and monitoring measures are 
a continual focus and short/mid-term mine 
plans are actively reviewed to optimise 
cash flows and profitability.

The Group has development programmes, 
performance-based bonus schemes and 
long-term reward and retention schemes.

Remuneration Committees at subsidiary level 
review current remuneration policies, skills 
and succession planning together with a 
review of the training budgets.

The Group’s scholarship programme offers 
bursaries for tertiary education and internship 
programmes guaranteeing permanent 
employment.

The technical services subsidiary provides 
assurance, oversight and technical assistance 
to the operations.

Extensive engagements with the Labour and 
Mining Ministry to implement efficient work 
permit processing and to develop plans for 
local employee upskilling.

The Group has implemented 
appropriate HSSE policies which are 
subjected to a continuous 
improvement review.

Dam safety and integrity assurance is 
a continuous and significant area of 
high focus. 

The Group has an ongoing rigorous 
monitoring programme with an 
early-warning system in place. This is 
regularly tested and used to ensure 
the emergency readiness of 
potentially affected communities.

Market conditions are continually 
monitored to identify trends that 
pose a threat or create opportunity 
for the Group. 

Based on existing market conditions, 
the Group has the ability to preserve 
cash and manage balance sheet 
strength through flexibility in its sales 
processes and the ability to reassess 
its capital projects and operational 
strategies. 

The quality of Letšeng’s high-value 
production has been less susceptible 
to fluctuating market conditions.

Changes to the political environment 
and regulatory developments are 
closely monitored. Where necessary, 
the Group engages in dialogue with 
relevant government representatives 
to build relationships and to remain 
well informed of all legal and 
regulatory developments impacting its 
operations. 

The Group relies on each operation’s 
local advisers in respect of legal, 
environmental compliance, banking, 
financing and tax matters to ensure 
compliance with material regulatory 
and governmental developments.

Exchange rates fluctuations 
are closely monitored. 

It is the Group’s policy to 
hedge a portion of future 
diamond sales when 
weakness in the local 
currency reach levels where 
it would be appropriate. 
Such contracts are generally 
short term in nature. 

Strategy 
affected

Extracting Maximum Value from Our 
Operations.

Extracting Maximum Value from Our 
Operations; Preparing for Our Future.

Extracting Maximum Value from Our 
Operations; Working Responsibly and 
Maintaining Social Licence; Preparing 
for Our Future.

Working Responsibly and 
Maintaining Social Licence.

Extracting Maximum Value from 
Our Operations.

Working Responsibly and 
Maintaining Social Licence; 
Preparing for Our Future.

Extracting Maximum 
Value from Our 
Operations.

2018 actions 
and outcomes

 • External and internal audits were 
conducted at Letšeng that improved 
product security processes.

 • Security reviews have been instituted to 
monitor security processes every two 
months.

 • The Group generated US$138.3 million 
from operating activities, improving the 
overall net cash1 position of 
US$1.4 million in December 2017 to 
US$17.5 million at the end of the year. 

 • The Group has US$57.8 million of 
available facilities on hand at 
31 December 2018.

 • Of the BT cumulative four-year 
US$100.0 million target, US$19.4 million 
flowed in 2018.

 • The OHI survey showed improvement in 
areas of role clarity, knowledge sharing, 
talent development and career 
opportunities.

 • Successfully obtained work permits and 
exemptions during the year.

 • Rollover of retention plan implemented 
at Letšeng.

 • The Group achieved a fatality-free 
year.

 • Four LTI’s were reported resulting 
in an LTIFR of 0.15 and AIFR of 1.45.

 • Letšeng retained its ISO 14001 
certification for environmental 
management and was granted 
ISO 45001 certification for 
occupational health and safety 
management. 

 • The overall sentiment in the rough 
and polished diamond markets 
improved marginally in 2018 
compared in 2017. 

 • Diamond prices (in particular the 
smaller, commercial quality goods) 
remained under pressure. This was 
further compounded by the 
launch of De Beers’ synthetic 
diamond fashion jewellery. 

 • Letšeng’s high-value diamonds 
remained in high demand and 
continued to achieve firm prices.

 • Tender viewings for Letšeng’s 
diamonds solely took place in 
Antwerp until tender viewings 
were expanded to Tel Aviv in 
October 2017. These continued 
successfully during 2018.

 • Positive engagement with the 
Government of Lesotho continues. 

 • Progress on Letšeng mining lease 
renewal made. The Group 
anticipates a new mining lease to 
be issued during 2019.

 • Lesotho Chamber of mines was 
formally registered and chaired by 
Letšeng with regular meetings 
being held.

 • Formal engagements strategy plan 
implemented with regular feedback 
given to/by government and 
associated departments.

 • There were no strikes or lockouts 
during the year across the Group.

 • Ghaghoo remained on care and 
maintenance with no stakeholder 
issues. The Government in 
Botswana has been supportive of 
the disposal process under taken.

 • Hedges were entered into 
during the year to 
mitigate the risk 
associated with the 
volatility of the LSL/ZAR 
against the US dollar.

6 7 8

1  Net cash is calculated as cash and short-term deposits less drawn down back facilities (excluding asset-based finance facility).
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Type of risk OPERATIONAL OPERATIONAL EXTERNAL

Description  
and impact

Security of product 
Theft is an inherent risk factor in the 
diamond industry.

Due to the low frequency of high-value 
diamonds at Letšeng, theft can have a 
material impact on the Group. 

This could result in significant losses and 
negatively affect revenue and cash flows.

Cash generation
The lack of cash generation can negatively 
impact the Group’s ability to effectively 
operate, fund capital projects and repay 
debt. 

Attracting and retaining  appropriate 
skills 
The success of the Group’s objectives and 
sustainable growth depends on its ability to 
attract and retain key suitably qualified and 
experienced personnel, especially in an 
environment and industry where skills 
shortages are prevalent and in jurisdictions 
where localisation policies exist. 

Health, Safety, Social and 
Environmental (HSSE) 
The risk that a major health, safety, 
social or environmental incident may 
occur is inherent in mining 
operations.

These risks could impact the safety of 
employees, licence to operate, 
Company reputation and compliance 
with debt facility agreements.

Recent dam failures in Brazil has 
turned the global spotlight on dam 
integrity.

Rough diamond demand and 
prices
Numerous factors beyond the control 
of the Group may affect the price and 
demand for diamonds, including 
international economic and political 
trends; projected supply from existing 
mines; supply and timing of 
production from new mines; and 
consumer trends.

These factors can significantly impact 
the ability to generate cash flows and 
to fund operations and growth plans. 

Country, political environment 
and compliance with legislation
The Group operates in various 
jurisdictions. The political 
environment of these various 
jurisdictions may adversely impact its 
ability to operate effectively and 
profitably. Emerging market 
economies are generally subject to 
greater risks, including regulatory and 
political risk, and can be exposed to a 
rapidly changing environment laws 
and regulations in each jurisdiction 
are different

There is a risk that any one of these 
operations may fail to comply with its 
country’s specific legal or regulatory 
requirement.

Currency volatility
The Group receives its 
revenue in US dollar, while 
its cost base is incurred in 
the local currency of the 
various countries within 
which the Group operates. 
The volatility of these 
currencies trading against 
the US dollar impacts the 
Group’s profitability and 
cash.

Mitigation The Group demands a zero tolerance on 
breaches of product security.

Security measures are constantly reviewed 
and implemented to minimise this risk.

Security infrastructure and technologies are 
invested in and supported through both 
internal and external surveillance processes.

A Diamond Recovery Protection 
Committee has been established at 
Letšeng to monitor security processes.

The Group maintains diamond specie 
insurance.

The Group has the flexibility to reassess its 
capital projects and operational strategies. 

Treasury management procedures are in 
place to monitor cash and capital projects 
expenditure. 

The Group has appropriate standby 
facilities available.

Cost controls and monitoring measures are 
a continual focus and short/mid-term mine 
plans are actively reviewed to optimise 
cash flows and profitability.

The Group has development programmes, 
performance-based bonus schemes and 
long-term reward and retention schemes.

Remuneration Committees at subsidiary level 
review current remuneration policies, skills 
and succession planning together with a 
review of the training budgets.

The Group’s scholarship programme offers 
bursaries for tertiary education and internship 
programmes guaranteeing permanent 
employment.

The technical services subsidiary provides 
assurance, oversight and technical assistance 
to the operations.

Extensive engagements with the Labour and 
Mining Ministry to implement efficient work 
permit processing and to develop plans for 
local employee upskilling.

The Group has implemented 
appropriate HSSE policies which are 
subjected to a continuous 
improvement review.

Dam safety and integrity assurance is 
a continuous and significant area of 
high focus. 

The Group has an ongoing rigorous 
monitoring programme with an 
early-warning system in place. This is 
regularly tested and used to ensure 
the emergency readiness of 
potentially affected communities.

Market conditions are continually 
monitored to identify trends that 
pose a threat or create opportunity 
for the Group. 

Based on existing market conditions, 
the Group has the ability to preserve 
cash and manage balance sheet 
strength through flexibility in its sales 
processes and the ability to reassess 
its capital projects and operational 
strategies. 

The quality of Letšeng’s high-value 
production has been less susceptible 
to fluctuating market conditions.

Changes to the political environment 
and regulatory developments are 
closely monitored. Where necessary, 
the Group engages in dialogue with 
relevant government representatives 
to build relationships and to remain 
well informed of all legal and 
regulatory developments impacting its 
operations. 

The Group relies on each operation’s 
local advisers in respect of legal, 
environmental compliance, banking, 
financing and tax matters to ensure 
compliance with material regulatory 
and governmental developments.

Exchange rates fluctuations 
are closely monitored. 

It is the Group’s policy to 
hedge a portion of future 
diamond sales when 
weakness in the local 
currency reach levels where 
it would be appropriate. 
Such contracts are generally 
short term in nature. 

Strategy 
affected

Extracting Maximum Value from Our 
Operations.

Extracting Maximum Value from Our 
Operations; Preparing for Our Future.

Extracting Maximum Value from Our 
Operations; Working Responsibly and 
Maintaining Social Licence; Preparing 
for Our Future.

Working Responsibly and 
Maintaining Social Licence.

Extracting Maximum Value from 
Our Operations.

Working Responsibly and 
Maintaining Social Licence; 
Preparing for Our Future.

Extracting Maximum 
Value from Our 
Operations.

2018 actions 
and outcomes

 • External and internal audits were 
conducted at Letšeng that improved 
product security processes.

 • Security reviews have been instituted to 
monitor security processes every two 
months.

 • The Group generated US$138.3 million 
from operating activities, improving the 
overall net cash1 position of 
US$1.4 million in December 2017 to 
US$17.5 million at the end of the year. 

 • The Group has US$57.8 million of 
available facilities on hand at 
31 December 2018.

 • Of the BT cumulative four-year 
US$100.0 million target, US$19.4 million 
flowed in 2018.

 • The OHI survey showed improvement in 
areas of role clarity, knowledge sharing, 
talent development and career 
opportunities.

 • Successfully obtained work permits and 
exemptions during the year.

 • Rollover of retention plan implemented 
at Letšeng.

 • The Group achieved a fatality-free 
year.

 • Four LTI’s were reported resulting 
in an LTIFR of 0.15 and AIFR of 1.45.

 • Letšeng retained its ISO 14001 
certification for environmental 
management and was granted 
ISO 45001 certification for 
occupational health and safety 
management. 

 • The overall sentiment in the rough 
and polished diamond markets 
improved marginally in 2018 
compared in 2017. 

 • Diamond prices (in particular the 
smaller, commercial quality goods) 
remained under pressure. This was 
further compounded by the 
launch of De Beers’ synthetic 
diamond fashion jewellery. 

 • Letšeng’s high-value diamonds 
remained in high demand and 
continued to achieve firm prices.

 • Tender viewings for Letšeng’s 
diamonds solely took place in 
Antwerp until tender viewings 
were expanded to Tel Aviv in 
October 2017. These continued 
successfully during 2018.

 • Positive engagement with the 
Government of Lesotho continues. 

 • Progress on Letšeng mining lease 
renewal made. The Group 
anticipates a new mining lease to 
be issued during 2019.

 • Lesotho Chamber of mines was 
formally registered and chaired by 
Letšeng with regular meetings 
being held.

 • Formal engagements strategy plan 
implemented with regular feedback 
given to/by government and 
associated departments.

 • There were no strikes or lockouts 
during the year across the Group.

 • Ghaghoo remained on care and 
maintenance with no stakeholder 
issues. The Government in 
Botswana has been supportive of 
the disposal process under taken.

 • Hedges were entered into 
during the year to 
mitigate the risk 
associated with the 
volatility of the LSL/ZAR 
against the US dollar.
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MARKET  
REVIEW

The global diamond market in 2018
The overall sentiment in the rough and polished diamond 
markets improved marginally again in 2018 compared to 2017. 
The fast-paced growth of the US economy, increase in retail 
demand in China and economic growth in India had a positive 
influence on the diamond market during the year. Diamond 
prices of the smaller, commercial quality goods remained under 
pressure. The price disparity between smaller rough diamonds 
and other categories is the widest it has been in five years. The 
downward pressure on these goods was compounded by the 
launch of De Beers’ synthetic diamond fashion jewellery retailer 
(Lightbox Jewelry), additional production of smaller diamonds 
during the past two years and the challenges faced by Indian 
manufacturers of these type of goods. Notwithstanding these 
factors, the prices achieved for the unique, large, high-value 
rough production from Letšeng remained resilient.

Significant drivers of the diamond market during 2018 included:

Increased demand in China for the first time since 2013
The large retail jewellery stores in China experienced growth 
from millennial buyers and an increase in self-purchasing. A 
positive outlook for 2019 remains with favourable adjustments 
to tax and customs policies which should support further 
economic growth. 

Fast-paced growth of the US economy 
The US economy expanded at a fast pace in 2018, mostly due to 
tax cuts and increased spending. This positive trend impacts 
linked to spending on luxury goods, which in turn diamond 
sales in the US during the year. The US remains the largest 
consumer of polished diamonds, with an estimated 48% of 
world consumption. 

Global demand trends
Diamond demand is expected to continue to grow in real value 
terms due to:

 • the expected continuing growth in the US;
 • the expected continuing growth in emerging economies – 

especially in India and China; 
 • the growing acceptance of the use of diamonds in bridal 

jewellery – especially in India and China;
 • the growing international trend to use diamonds across a 

wider range of luxury goods; and
 • the continued growth in the number of high-net-worth 

individuals worldwide.

The potential impact of man-made diamonds on natural 
diamond demand and price is not yet fully understood and will 
depend on consumer preferences and perceptions.

United States 
of America 48%
Rest of world 19%
Greater China1  16%
India 6%
Gulf 6%
Japan 5%

Global polished diamond demand

1  Greater China includes Mainland China, Hong Kong and Macau.
Sources: De Beers Group Diamond Insight Report 2018.

The global economic backdrop in 2018

US-China trade tensions negatively 
impacted global economic growth 

Fast paced growth of the US economy 

Lowest growth of the Chinese economy in 
30 years but still in excess of 6%

India has emerged as fastest growing major 
economy

Demand for large high value rough diamonds remained resilient 
against global diamond market pressures.
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Global supply trends 
The ageing and depletion of existing diamond mines will, in the 
medium term, result in a steady decrease of the global diamond 
supply. This will be marginally offset by limited additional supply 
from new mines in the short to medium term.

Rough diamond production has declined considerably since 
peaking in 2005 and is not expected to recover to the pre-
global financial crisis levels of approximately 168 million carats 
per annum. Rough diamond production is believed to have 
peaked at 151 million carats in 2017 and annual global diamond 
production is expected to steadily decrease to around 
110 million carats by 2030.

The projected supply from new mines is expected to add an 
additional 21 million carats a year until 2026 and thereafter 
output from these mines is expected to decrease to around 
16 million carats by 2030. The additional supply from these new 
mines is not expected to compensate for the expected growth 
in demand during the same period.

Gem Diamonds’ market position 
Letšeng achieved an average price of US$2 131 per carat during 
the year, retaining its standing as the highest average dollar per 
carat kimberlite diamond producer in the world. The increase in 
average US$ per carat from last year's US$1 930 per carat, was 

driven by an improvement in the size and quality (fifteen +100 
carat diamonds were recovered compared to seven in 2017) of 
Letšeng’s production during the year. The Letšeng mine places 
the Group at the top end of the diamond market in terms of the 
size and quality of its large diamond production, with its greater 
than 10 carat diamonds accounting for 80% of its revenue in 
2018.

> 10 carats 80%
5 to 10 carats 11%
< 5 carats 9%

Revenue by size fraction

Looking ahead
In the short term, notwithstanding the uncertain impact of 
man-made diamonds on the smaller, more commercial polished 
diamonds, it is expected that demand for polished diamonds 
will remain stable and that the prices for Letšeng’s unique, large, 
high-value rough diamond production will remain robust.

Rough diamond supply and demand, US$ billions (in real terms), 2000 – 2030,
2018 prices, constant exchange rates, optimistic and base scenarios

Optimistic demand 
and high  
di�erentiation 
(man-made versus 
natural) 

~2%

2000 2002

Note: Rough diamond demand has been converted from polished diamond demand using historical ratio of rough diamond and polished diamond values; change 
in 2030 demand outlook versus previous year’s forecast is driven mostly by revised macro-economic forecast and potential substitution from man-made diamonds.
Sources: Kimberley Process; Euromonitor; Economist Intelligence Unit; company reports; expert interviews; Bain & Company.
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Base demand 
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Optimistic demand and high
differentiation (lab-grown vs. natural)

Base demand and medium 
differentiation (lab-grown vs. natural)  
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