
G E M F I E L D S  G R O U P  L I M I T E D  /  9 5G O V E R N A N C E 

O P E R A T I O N A L  R I S K  P R O F I L E  O F  T H E  G R O U P

The Gemfields Enterprise Risk Management System (“GERMS”)  
is the operational level management system for risk that sits within 
the second line. The system was developed by the Company and is 
hosted on an internal database, granting access to those participating 
in the process, as well as any other staff member. Risk owners are 
assigned risks in the GERMS and are responsible for continuously 
reviewing and updating their risks, controls and actions on a 
continuous basis as the risk landscape changes. These risks are 
reviewed by their line managers and local-entity Board members for 
their review and approval. The GERMS provides a live view of the 
operational risks at any given time and these risks are discussed at  
the quarterly Risk and Ethics Committee meetings. 

In total there are 67 risk types within GERMS, under the twelve 
strategic risk categories. These 67 risk types can then be applied to 
any of the Gemfields Group companies to create specific risks 
particular to those companies. The risk likelihood and impact scores 
of specific risks are reviewed by each risk owner on a continuous  
basis. By the end of the period, there were circa 550 specific risks 
across the Group and the GERMS system therefore also represents a 
consolidated risk register for the Group.

The diagram below is a summary of the full operational risk profile of 
the Group, allocating the circa 550 specific risk ratings according to 
the combined likelihood and impact scores (which are rated 1–5 in 
ascending order of likelihood and impact, and then multiplied 
together). By way of example, the diagram shows that at the end of the 
year there were 19 specific risks rated as very high (a total combined 
risk score of between 20–25), of which two have been rated as the 
very highest (a total combined risk score of 25). In contrast, 24 risks 
were rated with the lowest likelihood of occurring and lowest impact 
on the business (a total combined risk score of 1).
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I N T R O D U C T I O N

The Audit Committee is pleased to present its report for the year 
ended 31 December 2021, as recommended by King IV. The 
Committee is constituted by the Board, has an independent role, and 
is accountable both to the Board and to shareholders.

The Committee’s mandate is set out in its terms of reference and 
includes the following responsibilities:

• Monitoring the accuracy and integrity of the Group’s financial 
and other reporting;

• Monitoring the effectiveness of risk management processes and 
internal controls;

• Recommending the appointment of external auditors to share-
holders on an annual basis;

• Reviewing the independence of the external auditor;
• Reviewing the scope, results and cost-effectiveness of independent 

accounting and valuation services; and
• Reviewing the expertise and experience of the Chief Financial 

Officer.

C O M P O S I T I O N

The Committee comprises the following Independent Non-Executive 
Directors who have the requisite skills and experience to fulfil the 
Committee’s duties:

• Mr Carel Malan (Chair);
• Mr Lumkile Mondi; and
• Ms Mary Reilly. 

The performance of the members of the Audit Committee is 
evaluated on an annual basis by the Board.

M E E T I N G S

In addition to the Committee members, the CFO may attend 
meetings by invitation. The Chair of the Committee usually meets 

separately with both the CFO and the external auditor before 
Committee meetings. The Committee may meet with the external 
auditor either formally or informally throughout the year; the audit 
partner has access to the Committee via the Chair. The Chair of the 
Committee decides whether to convene any ad-hoc meetings and 
who should be invited to such meetings. Three formal Audit 
Committee meetings were held during 2021.

I N T E R N A L  A U D I T

King IV recommends that all companies implement an internal audit 
function that is in-sourced to some degree. In the period from 1 August 
to 31 December 2021, Mr Robin Griffiths, the Group’s Director 
Internal Audit, was seconded to another area of the business and 
therefore no substantial internal audit activities were performed.  
Mr Robin Griffiths’ employment with the Company ended on  
31 December 2021. Mr Oscar Loreti, who deputised for Mr Griffiths, 
is now running the Company’s in-house internal audit function, whilst 
supplementary external support is being considered. The Gemfields 
Internal Audit function reports functionally to the Chairman of the 
Audit Committee, thereby ensuring its independence. The Audit 
Committee is satisfied that the Group’s internal financial controls and 
the arrangements for internal audit were working effectively during  
the period, and were predominantly adequate and fit for purpose.

E X T E R N A L  A U D I T

The Committee is satisfied that BDO, as external auditor to the 
Company, is entirely independent of the Group. The Committee is 
satisfied with the policies and controls in place which address the 
provision of non-audit services received from BDO. BDO has been 
appointed as external auditor to the Company since 8 January 2018 
(and prior to that were the auditors of Gemfields plc since 2004), 
with the current audit partner rotating on to the audit from the  
2018 year-end for a five-year mandatory period. The Committee was 
satisfied with the performance of BDO as external auditor to the 
Company in the 12-month period to 31 December 2021. 
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Following a competitive tender process and a recommendation from 
the Audit Committee, on 2 December 2021, the Company resolved 
to appoint Ernst and Young LLP (“EY”) as its statutory auditors, 
commencing with the half year ending 30 June, subject to ratification 
by shareholders in the Company’s 2022 Annual General Meeting.  
The Board and the Audit Committee took the view that this change 
of auditors promotes good corporate governance given the long 
period that the incumbents, BDO, have been in position. BDO have 
completed the Company’s audit for the financial year ending  
31 December 2021 and will formally resign in due course enabling  
EY to confirm their appointment and commence their work. BDO’s 
work will continue for a limited period beyond the completion of the 
Company’s audit until such time that the audits of certain Group 
subsidiaries is completed. 

R I S K  C O U N C I L

A Risk Council was established in December 2019 as a subcommittee 
of the Audit Committee. Its principal purpose is to monitor current 
and emerging strategic operations and ethics risks and challenges 
facing the Group. It has its own terms of reference. Its members  
are made up of a cross-section of senior employees across the head 
office in London and it is chaired by Mary Reilly (who replaced 
Martin Tolcher as Chairperson on 17 March 2021). The Risk Council 
meets quarterly and its recommendations are reported to the Audit 
Committee in advance of its own committee meetings. When the 
Audit Committee does not meet, the Risk Council reports to  
the Board before its meetings. The Risk Council’s primary focus in 
2021 was the establishment of a new Enterprise Risk Management 
Framework and assessment of group-wide risks. Such risks and issues 
are detailed in the Risks and Uncertainties section above. 

D U T I E S  C A R R I E D  O U T  I N  2 0 21

During the year ended 31 December 2021, the Committee carried 
out its duties as required by King IV and its terms of reference.

The Committee performed the following statutory duties:

• Considered the qualifications, independence and objectivity of 
BDO and approved its terms of engagement;

• Reviewed the performance of the external auditor and confirmed 
that the external auditor, the partner and the firm have complied 
with the suitability requirements of the JSE as detailed in 
paragraph 22.15(h) of the JSE Listings Requirements;

• Considered the appropriateness of the Group’s going-concern 
assessment – particularly in light of the Covid-19 pandemic;

• Following a competitive tender process, recommended the change 
of Company auditor from BDO to Ernst and Young, to the Board;

• Approved the fees paid to BDO during 2021, which were for 
both audit and non-audit services; and

• Ensured that the independence of BDO has not been 
compromised for any reason.

In addition, the Committee performed the following duties in line 
with its mandate:

• Reviewed the Group annual and interim Consolidated financial 
statements for compliance with the IFRS, the JSE Listings 
Requirements and the Companies (Guernsey) Law, 2008;

• Reviewed significant judgements and unadjusted differences 
resulting from the audit and interim review;

• Reviewed and recommended to the Board for approval the 
valuation of the Group’s investments;

• Ensured that the Group’s accounting policies are suitable and 
considered the adoption of new and amended accounting 
standards;

• Considered the performance of the Group’s accounting function;
• Considered paragraph 3.84(k) of the JSE Listing Requirements, 

which require the CEO and CFO to prepare a responsibility 
statement. In particular, the requirement for the Executive 
Directors to confirm the adequacies of internal financial controls, 
disclose any deficiencies in design and operational effectiveness 
of the Audit Committee and confirm that the annual 
Consolidated Financial Statements fairly present in all material 
respects the financial position, financial performance and cash 
flows of the Company in terms of IFRS;

• Reviewed the performance of the CFO, and was satisfied that 
the CFO continues to possess the appropriate expertise and 
experience to carry out his responsibilities as CFO; and

• Reviewed the Audit Committee Report included in the 
Company’s previous Annual Report.

A N N U A L  R E P O R T  A N D  C O N S O L I D A T E D  

F I N A N C I A L  S T A T E M E N T S

The Committee has reviewed this Annual Report and the 
Consolidated Financial Statements and has concluded that they 
comply in all material respects with the IFRS, the JSE Listings 
Requirements, the AIM Rules for Companies and the Companies 
(Guernsey) Law, 2008. The Committee has therefore recommended 
the approval of the Annual Report to the Board.

C O N C L U S I O N

The Committee is satisfied that it has considered and discharged its 
responsibilities in accordance with its mandate and its terms of reference 
during 2020. Accordingly, this report was recommended by the Audit 
Committee and was approved by the Board on 24 March 2022.

Carel Malan
Chair of the Audit Committee
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I N T R O D U C T I O N

The Remuneration Committee is pleased to present its report for the 
year ended 31 December 2021, as recommended by the King IV 
Corporate Governance Code. The Committee is constituted by the 
Board, has an independent role, and is accountable both to the Board 
and to shareholders. The Committee’s mandate is set out in its terms 
of reference and includes the following responsibilities:

• Determining levels of remuneration for each member of the Board;
• Determining levels of remuneration for senior members of 

management or staff; and
• Monitoring and maintaining the Company’s Remuneration Policy.

C O M P O S I T I O N

The Committee comprises the following Independent Non-Executive 
Directors, who have the requisite skills and experience to fulfil the 
Committee’s duties:

• Mr Kwape Mmela (Chair);
• Mr Martin Tolcher; and
• Mr Lumkile Mondi.

M E E T I N G S

The Committee meets as often as is required, but not less than once  
a year. Six formal meetings were held during 2021, although the 
Committee deliberated on matters, as necessary, on an ad hoc basis. 
Members of the Remuneration Committee do not participate when 
the level of their personal remuneration is considered.

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

Elements of Executive Director remuneration

Executive Director remuneration is broken down into two key 
elements: fixed compensation and performance-related awards. The 
fixed remunerative elements comprise the base remuneration and 

employee benefits. The performance-related awards include short- 
and long-term incentives.

Elements of Non-Executive Director remuneration

Chairman and Non-Executive Director remuneration comprises 
fixed cash fees for the role of Chairman and Non-Executive Director 
and additional cash fees for the role of Senior Independent Director, 
membership and chairing sub-committees of the Board.

Further detail on the Company’s remuneration policy is set out later 
in this report.

A G M  V O T I N G ,  S H A R E H O L D E R  E N A G E M E N T  A N D 
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The Board, with input from the Remuneration Committee, created a 
Remuneration Policy (the “Remuneration Policy”) and a Remuneration 
Implementation Report (the “Implementation Report”), which were 
put to shareholders, as non-binding advisory votes, at the Company’s 
AGM on 24 June 2021. 25.19% of votes were cast against endorsing 
the Remuneration Policy and 15.42% of votes were cast against 
endorsing the Implementation Report. As more than 25% of share-
holders voted against endorsing the Remuneration Policy, this non-
binding advisory resolution did not pass. The non-binding advisory 
vote to endorse the Company’s Remuneration Implementation Report 
was carried.

The Committee noted that these votes amounted to a significant 
increase in support from our 2020 AGM when 54.5% of votes  
were cast against endorsing the Remuneration Policy and 47.8% of 
votes were cast against endorsing the Implementation Report. The 
Committee believes this increase reflects the changes to remuneration 
effected in respect of 2021 remuneration. The Committee is conscious 
that a significant minority of votes were cast against the resolutions.

The key steps the Committee took in response to shareholder 
concerns expressed during 2020 were to change substantially the 
workings of its annual bonus to operate a balanced scorecard, and to 

A U D I T  C O M M I T T E E  R E P O R T


