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Independent Auditor’s Report
to the members of Gemfields Group Limited

O P I N I O N  O N  T H E  F I N A N C I A L  S T A T E M E N T S

In our opinion the Financial Statements:

• give a true and fair view of the state of the Group’s affairs as at 31 December 2021 and of its profit for the year then ended;
• have been prepared in accordance with UK adopted International Accounting Standards; and
• have been properly prepared in accordance with the requirements of the Companies (Guernsey) Law, 2008.

We have audited the Financial Statements of Gemfields Group Limited (the “Parent Company”) and its subsidiaries (together, the “Group”) 
for the year ended 31 December 2021 which comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive 
Income, the Consolidated Statement of Financial Position, the Consolidated Statement of Cash Flows, the Consolidated Statement of 
Changes in Equity and notes to the Consolidated Financial Statements, including a summary of significant accounting policies. 

The financial reporting framework that has been applied in the preparation of the Financial Statements is the applicable law and UK 
adopted International Accounting Standards.

S E P A R A T E  O P I N I O N  I N  R E L A T I O N  T O  T H E  F I N A N C I A L  R E P O R T I N G  P R O N O U N C E M E N T S  I S S U E D  B Y  T H E 
F I N A N C I A L  R E P O R T I N G  S T A N D A R D S  C O U N C I L  O F  S O U T H  A F R I C A

As explained in note 1 to the Group financial statements, the Group in addition to complying with its legal obligation to apply with UK 
adopted international accounting standards, has also applied IFRSs as issued by the International Accounting Standards Board (“IASB”) 
and the financial reporting pronouncements issued by the Financial Reporting Standards Council of South Africa (FRSC Pronouncements).

In our opinion the Group financial statements give a true and fair view of the consolidated financial position of the Group as at 31 December 
2021 and of its consolidated financial performance and its consolidated cash flows for the year then ended in accordance with IFRSs as 
issued by the IASB and the FRSC Pronouncements.

B A S I S  F O R  O P I N I O N

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities 
under those standards are further described in the Auditor’s responsibilities for the audit of the financial statements section of our report. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

I N D E P E N D E N C E

We remain independent of the Group in accordance with the ethical requirements that are relevant to our audit of the financial statements 
in the UK, including the FRC’s Ethical Standard as applied to listed entities, and we have fulfilled our other ethical responsibilities in 
accordance with these requirements. 
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C O N C L U S I O N S  R E L A T I N G  T O  G O I N G  C O N C E R N

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting in the preparation 
of the financial statements is appropriate. 

We considered going concern to be a key audit matter because of the judgements made by the Directors and the significance of this matter 
and its impact on our overall audit strategy.

Our evaluation of the Directors’ assessment of the Group’s ability to continue to adopt the going concern basis of accounting and response 
to the key audit matter is included in the “Key Audit Matters” section below.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually 
or collectively, may cast significant doubt on the Group’s ability to continue as a going concern for a period of at least twelve months from 
when the financial statements are authorised for issue. 

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant sections of this report.

O V E R V I E W

Coverage 96.5% (2020: 91%) of Group total assets
99% (2020: 100%) of Group revenue

Key Audit Matters 
(“KAM”)

2021 2020

Going concern • •

Carrying value of mining assets1 •

Valuation of investment in Sedibelo2 •

Valuation of the Fabergé CGU and NRV of inventory3 •

1 – In 2020 the shortfall in the Group’s market capitalisation against the Group’s net asset value was considered to represent an impairment 
indicator. As the Gemfields Group is not in itself considered a cash-generating unit (“CGU”), therefore an impairment review was performed 
by management and the Board on the mining CGUs. Whilst a shortfall persists in 2021, we note that the gap has decreased, and the improved 
trading of the Group is indicative of no deterioration of key inputs to forecasts and hence the risk was not identified as a key audit matter.

2 – We did not consider the valuation of investment in Sedibelo to represent a KAM in the current year as the valuation methodology 
remained unchanged and therefore there were no significant changes to the approach to key judgements and estimates used in determining the 
recoverable value. 

3 – We did not consider the Valuation of the Fabergé CGU and NRV of inventory to represent a KAM in the current year as the valuation 
methodology remained unchanged and therefore there were no significant changes to the approach to key judgements and estimates used in 
determining the recoverable values. 

Materiality USD7.4 million (2020: USD6.5 million) based on 1% of total assets (2020: 1% of total assets)

A N  O V E R V I E W  O F  T H E  S C O P E  O F  O U R  A U D I T

Our Group audit was scoped by obtaining an understanding of the Group and its environment, including the Group’s system of internal 
control, and assessing the risks of material misstatement in the financial statements. We also addressed the risk of management override of 
internal controls, including assessing whether there was evidence of bias by the Directors that may have represented a risk of material 
misstatement.

In assessing the risk of material misstatement to the Group financial statements, and to ensure we had adequate quantitative coverage of 
significant accounts in the financial statements, our Group audit scope focused on the Group’s principal operating locations being Zambia 
(Kagem Mining Limited, “Kagem”), Mozambique (Montepuez Ruby Mining Limitada “MRM”) the United Kingdom (Gemfields Limited 
and the Faberge sub-group, “Faberge”) and Guernsey (Gemfields Group Limited, “Head-Co”).
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A N  O V E R V I E W  O F  T H E  S C O P E  O F  O U R  A U D I T  ( C O N T I N U E D )

Kagem and MRM were regarded as being significant components of the Group which were selected based on their size and risk characteristics 
and were subject to full scope audits. 

For the Gemfields Limited, Fabergé and Head-Co components, the Group audit team performed specified audit procedures on specific 
accounts within those components that we considered had the potential for the greatest impact in the financial statements either because 
of the size of these accounts or their risk profile.

The remaining components of the Group were considered non-significant and these components were principally subject to analytical 
review procedures, together with additional substantive testing over the risk areas where applicable to that component.

The audits of each of the components were principally performed in the United Kingdom, Zambia and Mozambique. All of the audits were 
conducted by either by the Group auditor or BDO network member firms with Kagem and MRM being audited by BDO Zambia and 
BDO Mozambique respectively.

Our involvement with component auditors

For the work performed by component auditors, we determined the level of involvement needed in order to be able to conclude whether 
sufficient appropriate audit evidence has been obtained as a basis for our opinion on the Group financial statements as a whole. Our 
involvement with component auditors included the following:

• Detailed Group reporting instructions were sent to the component auditors, which included significant areas to be covered by the
audits and set out the information to be reported to the Group audit team. 

• The Group audit team was actively involved in the direction of the audits performed by the component auditor for Group
reporting purposes, along with the consideration of findings and determination of conclusions drawn. 

• Although no site visits to Mozambique or Zambia were performed, the Group audit team followed a programme of planned
virtual meetings, and had regular team interactions with the component teams during various stages of the audit. The Group audit 
team also reviewed key working papers and attended the closing meetings with the management of Kagem and MRM, through
videoconferencing. Although no in-person visit occurred for the current year audit, members of the current Group audit team
have the benefit and experience of having attended Kagem and MRM in-person in prior periods.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statements 
of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we 
identified, including those which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing 
the efforts of the engagement team. This matter was addressed in the context of our audit of the financial statements as a whole, and in 
forming our opinion thereon, and we do not provide a separate opinion on this matter.

Independent Auditor’s Report to the members of Gemfields Group Limited  |  continued
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Key audit matters (continued)

Key Audit Matter How the scope of our audit addressed the  
Key Audit Matter

Going concern 
(Note 1)

The Directors have adopted the going concern  
basis in preparing the financial statements.

We note that following the outbreak of the 
Coronavirus pandemic, the Group experienced 
significant adverse impacts on its cash-flows 
resulting in a material uncertainty in respect of 
going concern in the previous reporting period. 
Although the Group has returned to revenue 
generation in the year, judgement remains over  
the Group’s ability to meet its liabilities as they  
fall due and therefore going concern and covenant 
compliance has been identified as a key audit matter.

Given the forward-looking nature of the forecasts 
used in the going concern assessment, appropriate 
disclosure of the assumptions involved in the base 
case and downside modelling is important to the 
understanding of the financial statements and 
therefore adequacy of disclosure is also considered  
a key audit matter. 

• We critically reviewed the latest board approved 
cash flow forecasts for the Group, which covered 
a period of at least 12 months from the date 
of approval of these financial statements. 
We challenged the assumptions in respect of 
level of production, mix and number of premium 
quality/commercial quality auctions, gemstone 
prices, operating costs and capital expenditure. In
doing so, we considered factors such as empirical 
operational performance and market appetite 
and pricing.

• We recalculated forecast covenant compliance 
calculations and assessed the consistency of such 
calculations with the ratios stated in the relevant
lender agreements.

• We assessed the sensitivity analysis performed in 
respect of key assumptions underpinning the 
forecasts by challenging the scenarios modelled in
the context of our understanding of the Group 
including its financing arrangements and the 
industry sectors in which it operates.

• As summarised in Note 1: Basis of Preparation, the 
Group have modelled downside scenarios including 
incorporating a reduction in revenue and mitigating 
activities such as a reduction in discretionary spend. 
We assessed the completeness of management’s range
of scenarios assessed as reasonably possible to impact 
the Group, including achievability of forecast 
revenue and the ability of operations to generate 
inventory to take to market. We also challenged 
the potential impacts from the Insurgency risk in 
Mozambique and the War in Ukraine on the 
Group’s forecast, in particular exposure to 
Russian customers and input cost implications 
due to commodity prices.

• We challenged the extent of the sensitivity analysis 
performed in the downside scenarios by reference to
historical downsides including observed historic 
price variances and considering reductions in the 
number of auctions being held per annum.



F I N A N C I A L  S T A T E M E N T S I N D E P E N D E N T  A U D I T O R ’ S  R E P O R T

Independent Auditor’s Report to the members of Gemfields Group Limited  |  continued

Key Audit Matter How the scope of our audit addressed the  
Key Audit Matter

Going concern 
(Note 1)

• We considered the nature of mitigating actions 
identified in the assessment and the quantum 
ascribed to these mitigating actions in particular, 
considering whether reduced capital spend could 
be taken (committed versus uncommitted capital
expenditure) and whether lack of capital spend 
would have a fundamental impact on short term 
operational success.

• The downside scenario modelled include a reverse 
stress test to analyse how long the business could 
operate with reduced auction revenues. We have 
challenged the assessment on the Group’s ability 
to meet the financing requirements, through 
consideration of the forecast monthly cash burn rate
against historic outturn, should auction revenues be 
reduced beyond the ‘worse-case’ point modelled.

• We challenged the Board’s assessment of the 
facilities available to the Group over the forecast
period and the scenarios that may put those 
at risk. We challenged this assumption through 
consideration of historic trends on renewals 
and covenant waivers and review of any 
correspondence with financing institutions.

• We reviewed the disclosures in the financial
statements in respect of going concern for 
consistency with the forecasts provided by 
management.

Key observations
Key observations in respect of going concern are  
set out in the Conclusions relating to going concern 
section above.

Key audit matters (continued)
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O U R  A P P L I C A T I O N  O F  M A T E R I A L I T Y

We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of misstatements. We consider 
materiality to be the magnitude by which misstatements, including omissions, could influence the economic decisions of reasonable users 
that are taken on the basis of the financial statements. 

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality, we use a lower materiality level, 
performance materiality, to determine the extent of testing needed. Importantly, misstatements below these levels will not necessarily  
be evaluated as immaterial as we also take account of the nature of identified misstatements, and the particular circumstances of their 
occurrence, when evaluating their effect on the financial statements as a whole. 

Based on our professional judgement, we determined materiality for the financial statements as a whole and performance materiality  
as follows:

Consolidated Financial Statements

2021 2020

Materiality USD7.4 million USD6.5 million

Basis for determining materiality 1% of total assets 1% of total assets

Rationale for the benchmark applied We consider total assets to be the most 
significant determinant of the Group’s 
financial performance for users of the 
financial statements.

The Group has invested significant sums on 
its production and non-production mining 
assets and these are considered to be the key 
value driver for the Group as its assets are an 
indicator of future value to shareholders. 

We consider total assets to be the most 
significant determinant of the Group’s 
financial performance for users of the 
financial statements.

The Group has invested significant sums on 
its production and non-production mining 
assets and these are considered to be the key 
value driver for the Group as its assets are an 
indicator of future value to shareholders. 

Performance materiality USD5.6 million USD4.8 million

Basis for determining  
performance materiality

75% of Group materiality

The level of performance materiality was  
set after considering a number of factors 
including the expected value of known  
and likely misstatements and managements 
attitude towards proposed misstatements.

75% of Group materiality

Component materiality

We set materiality for each component of the Group based on a percentage of Group materiality dependent on the size and our assessment 
of the risk of material misstatement of that component. Component materiality ranged from USD 4.5 million to USD5.2 million (2020: 
USD3.9 million to USD4.5 million). In the audit of each component, we further applied performance materiality levels of 75% of the 
component materiality to our testing to ensure that the risk of errors exceeding component materiality was appropriately mitigated.

Reporting threshold 

We agreed with the Audit Committee that we would report to them all individual audit differences in excess of USD0.3 million (2020: 
USD0.3 million). We also agreed to report differences below this threshold that, in our view, warranted reporting on qualitative grounds.
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O T H E R  I N F O R M A T I O N

The directors are responsible for the other information. The other information comprises the information included in the Annual Report 
other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not cover the other 
information and, except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. 
Our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent with 
the financial statements or our knowledge obtained in the course of the audit, or otherwise appears to be materially misstated. If we identify 
such material inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a material 
misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there is a material 
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

O T H E R  C O M P A N I E S  ( G U E R N S E Y )  L A W,  2 0 0 8  R E P O R T I N G

We have nothing to report in respect of the following matters where the Companies (Guernsey) Law, 2008 requires us to report to you if, 
in our opinion:

• proper accounting records have not been kept by the Parent Company; or
• the financial statements are not in agreement with the accounting records; or
• we have failed to obtain all the information and explanations which, to the best of our knowledge and belief, are necessary for the

purposes of our audit.

R E S P O N S I B I L I T I E S  O F  D I R E C T O R S

As explained more fully in the directors’ responsibilities for financial reporting, the Directors are responsible for the preparation of the 
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors determine is 
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Parent Company’s ability to continue 
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the 
Directors either intend to liquidate the Group or the Parent Company or to cease operations, or have no realistic alternative but to do so.

A U D I T O R ’ S  R E S P O N S I B I L I T I E S  F O R  T H E  A U D I T  O F  T H E  F I N A N C I A L  S T A T E M E N T S

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these financial statements.

Extent to which the audit was capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our 
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which our 
procedures are capable of detecting irregularities, including fraud is detailed below:

• We have ensured that our identified risks of irregularities, including fraud and non-compliance with laws and regulations, have
been communicated to all team members including component auditors and these have been considered by team members
throughout the conduct of the audit
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A U D I T O R ’ S  R E S P O N S I B I L I T I E S  F O R  T H E  A U D I T  O F  T H E  F I N A N C I A L  S T A T E M E N T S  ( C O N T I N U E D )

Extent to which the audit was capable of detecting irregularities, including fraud (continued)

• Holding discussions with Management and the Audit Committee to understand the laws and regulations relevant to the 
Group and Parent Company. These included elements of financial reporting framework, AIM rules, tax legislation and 
environmental regulations. In addition to our component auditors, in-country expertise was used to support the audit 
assessment of compliance with Companies (Guernsey) Law, 2008 and JSE filing requirements.

• Holding discussions with Management, the Audit Committee, the Group’s general counsel and considering any known or 
suspected instances of non-compliance with laws and regulations or fraud;

• Testing the appropriateness of journal entries made throughout the year by applying specific criteria to select journals which 
may be indicative of possible irregularities or fraud;

• Performing a detailed review of the Group’s year end adjusting entries and investigating any that appear unusual as to nature 
or amount;

• For significant and unusual transactions, investigating the possibility of related parties. Where related party transactions 
were identified, we challenged management on the business rationale for such transactions. We enquired of the 
Directors and management of their process for ensuring that such transactions had appropriate business rationale;

• Assessing the judgements made by management when making key accounting estimates and judgements, and 
challenging management on the appropriateness of these judgements. This included extending inquiries to individuals outside of 
Management and the accounting department to corroborate Management’s ability and intent to carry out plans that are relevant 
to the estimate; and

• Reviewing minutes from board meetings of those charged with governance and all relevant board committee minutes to identify 
any instances of non-compliance with laws and regulations.

Our audit procedures were designed to respond to risks of material misstatement in the financial statements, recognising that the risk of not 
detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve 
deliberate concealment by, for example, forgery, misrepresentations or through collusion. There are inherent limitations in the audit 
procedures performed and the further removed non-compliance with laws and regulations is from the events and transactions reflected in 
the financial statements, the less likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. 
This description forms part of our auditor’s report.

The engagement partner on the audit resulting in this independent auditor’s opinion is Scott McNaughton.

U S E  O F  O U R  R E P O R T

This report is made solely to the Parent Company’s members, as a body, in accordance with Section 262 of the Companies (Guernsey) Law, 
2008. Our audit work has been undertaken so that we might state to the Parent Company’s members those matters we are required to state 
to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to 
anyone other than the Parent Company and the Parent Company’s members as a body, for our audit work, for this report, or for the 
opinions we have formed.

Scott McNaughton
For and on behalf of BDO LLP, Recognised Auditor
London, United Kingdom 
24 March 2022

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).

http://frc.org.uk/auditorsresponsibilities

