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M O Z A M B I Q U E

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

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

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

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

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

samples aids in detecting pathfinder elements (such as gold, arsenic, 
copper, lead and zinc) on a regional scale and, based on these path-
finders and their geographical commonality, certain anomalous areas 
have been chosen for further close-space soil sampling and pitting. 

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

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

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

Evidence of primary gold was noted during the excavation of  
Trench 03 in TL05, in which a set of three auriferous smoky quartz 
veins (each ~5cm in width) was uncovered, intruding into micaceous 
schist, one of which was traced along strike into the adjoining Trench 
02. Visible grains of gold were noticed in the concentrate recovered 
from the sample collected from the veins. Additional samples of all 
veins and surrounding material are being prepared for sending to the 

ALS Chemex laboratory in South Africa for analysis. Some 350 
channel samples of 1 metre length taken from the bedrock will be 
submitted from the TL5 area. These samples will be analysed for 
 gold and multi-elements.

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

in-house XRF analyser, except for some including gold and silver 
which requires, for example, a minimum of 4ppm of gold and 2ppm 
of silver for optimal use.

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

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

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

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

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

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

NRL continued to support local authorities during the year in 
combating the pandemic by donating face masks and sanitisation 
supplies to the local communities. NRL also assisted local communities 
in restoring some of their pre-existing but non-functional hand 
pumps for access to water. 
 
As part of the Group’s commitment to conservation and protection 
of wildlife, NRL signed a Memorandum of Understanding with  
the neighbouring !uirimbas National Park (“QNP”) to support its 
operations. 
 
M A D A G A S C A R

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

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

E T H I O P I A

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

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

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

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

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

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

Given the political situation, the status of various licence applications 
and cessation of any significant spend anticipated in the near future, 
an impairment review of WGM has been performed in accordance 
with the relevant accounting standards. The timing of and uncertainty 
surrounding the RTW and spending whilst the political turmoil 
exists suggest that the carrying amount of the assets held in WGM 
may not be recovered. As such, the USD4.4 million carrying value of 
the assets was written down to Nil value at 31 December 2021.

WGM hopes to initiate baseline community engagement activities 
during 2022 to prepare the ground for RTW, should the operating 
environment show signs of stabilisation.
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A summary of the key financial indicators of the Group for the year 
ended 31 December 2021 is shown in the table below.

I N  T H O U S A N D S  O F  U S D 2 0 21 2 0 2 0

Revenue 257,706 34,567
EBITDA1 133,101 (32,909)
Profit/(loss) after tax 64,963 (93,227)
Cash generated from/(utilised in) 
operating activities 98,121 (20,166)
Free cash flow2 118,122 (58,968)
Net cash/(debt) 62,985 (12,643)

1 – Earnings before interest, taxation, depreciation and amortisation, adjusted to 
exclude one-off impairments on the Groups fixed assets, fair value gains or losses on the 
Group’s non-core equity investments and share based payments.
2 – Free cash flow is calculated as cash flow from operating activities less taxation paid, 
sustaining and expansionary capital expenditure and foreign exchange gains and losses 
and excludes all working capital movements. A full breakdown can be seen in Note 3: 
Segmental Reporting to the Consolidated Financial Statements.

O V E R V I E W

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

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

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

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

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

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

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

R E V E N U E

I N  T H O U S A N D S  O F  U S D 2 0 21 2 0 2 0

Kagem 91,830 22,300
MRM 147,367 –
Fabergé 13,753 7,144
Other 4,756 5,123
Total 257,706 34,567

I M A G E  David Lovett, Chief Financial Officer

O P E R A T I O N S  R E V I E W


