LUCAPA

DIAMOND COMPANY

Lucapa Diamond Company Limited
Interim Financial Report
for the six months ended 30 June 2018

ASX Code: LOM

ACN 111501663
34 Bagot Road ySubiaco WA 6008 §Tel +61-8 93815995 yFax +61-8 9489 9201
Email general@lucapa.com.au ywww.lucapa.com.au



Interim Financial Report for the six months ended 30 June 2018

Contents

Directors’ Report

Consolidated Interim Statement of Profit or Loss and Other Comprehensive Income

Consolidated Interim Statement of Financial Position

Consolidated Interim Statement of Changes in Equity

Consolidated Interim Statement of Cash Flows

Notes to the Consolidated Interim Financial Statements
Corporate information

2. Basis of preparation

3. Significant accounting policies
4. Segment reporting

5. Earnings per share

6. Financial assets

7. Property, plant and equipment
8. Investment in associate

9. Trade and other payables

10. Borrowings

11.  Share capital

12. Events subsequent to reporting date
Directors’ Declaration
Independent Auditor's Report

Competent Person’s Statement and Forward-looking Statements

Page

11
12
13
14
15
15
15
16
17
18
18
19
20
20
20
21
23
24
25
27

LUCAPA DIAMOND COMPANY LIMITED ABN 44 111501 663




Interim Financial Report for the six months ended 30 June 2018
Directors’ Report

The directors present their report together with the financial report of Lucapa Diamond Company Limited for the six
months ended 30 June 2018 and the auditor’s review report thereon.

1. Directors

The directors of the Company at any time during or since the end of the interim period are as follows.

Name Period of directorship

Miles Kennedy, Non-Executive Chairman Appointed 12 September 2008

Stephen Wetherall, Chief Executive Officer/ Managing Director Appointed 13 October 2014

Nick Selby, Chief Operating Officer/ Executive Director Appointed 4 September 2017

Gordon Gilchrist, Non-Executive Director Appointed 27 March 2012, Resigned 26 July 2018
Albert Thamm, Non-Executive Director Appointed 9 May 2014, Resigned 26 July 2018
Ross Stanley, Non-Executive Director Appointed 26 July 2018

2. Review of operations
OVERVIEW

Lucapa Diamond Company Limited (ASX: LOM) (“Lucapa” or “the Company”) is an emerging global diamond company with
a diversified portfolio of high-quality mining, development and exploration assets in Angola (Lulo alluvial mining and
kimberlite exploration operations), Lesotho (Mothae kimberlite mine development), Australia (Brooking diamond-bearing
lamproite discovery) and Botswana (Orapa Area F kimberlite exploration).

The Company’s focus on expanding high-value diamond production from multiple sources is designed to maximise returns
in a sector of the global diamond market where demand and pricing remains robust.

Lucapa, with its respective project partners, made significant advancements across its suite of diamond projects during

the six months ended 30 June 2018 (“June half”), including:

1 Mining large and premium-value diamonds at Lulo, continuing to deliver the world’s highest USS per carat alluvial
diamond production

9 Continuation of a systematic drilling program at Lulo, funded from Lucapa’s alluvial mining returns, aimed at
identifying the kimberlite source(s) of the exceptional alluvial diamonds

9 Developing a second high-value diamond mine at the Mothae kimberlite project in Lesotho, while recovering large
Special diamonds up to 89 carats from a concurrent bulk sampling program designed to expand on the current
published JORC resource

1 Launching an extensive exploration and drilling program at the Brooking project in the West Kimberley to follow up
on the spectacular micro and macro diamond recoveries at Little Spring Creek.

Lulo white aﬁd fancy coloured diamonds
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LULO DIAMOND PROJECT, ANGOLA
Alluvial Diamond Mining - Sociedade Mineira Do Lulo (“SML”)
(Lucapa 40% associate and operator)

Lulo alluvial diamond mining company, SML, produced 9,566 carats of diamonds during the June half, an increase of 15%
on the previous corresponding period (Table 1).

Lulo continued to regularly produce large and premium-value diamonds, with the number of Special diamonds recovered
during the June half up 24% to 118. The total weight of Specials was up 22% to 2,838 carats.

Lulo diamonds sold during the June half

A total of eight +50 carat diamonds were recovered during the June half, including two +100 carat stones. Other Special
recoveries included a 43 carat yellow and a 46 carat pink coloured diamond.

The diamond production increases were generated from a 5% rise in mining volumes to 134,540 bulk cubic metres - a
record rate for a half year period.

The recovered diamond grade improved 10% to 7.1 carats per 100 cubic metres.

Var
H117
to

H11? H118 H118
Actual Treated m> (bulled) 128,250 134,540 Lo,
Actual Carats Recovered 8,301 9,566 15%
Actual Grade Recovered (cphm?) 6.5 7.1 10%
Actual No of Stones Recovered 6,880 5,943 -14%
Actual Ave Stone Size Recovered 1.2 1.6 33%
Number of Specials Recovered 95 118 24%
Specials Carat Weight 2,328 2,838 22%
Diam ond Inventory (carats) 1716 2,755 1%

Table 1: SML production for the June half and comparative period
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Alluvial Diamond Sales and Inventories
SML achieved gross sales revenues of US$15.9 million for the June half, an increase of 3%. These sales represented an
average price per carat US$1,642 (Table 2).

These positive sales revenues and prices were achieved notwithstanding the decision to withhold from the June 2018 sale
several large and high-value Specials. These Specials formed part of the 2,755 carat diamond inventory at 30 June 2018, up
61% on the previous corresponding period.

In addition to the diamond inventory, SML had cash and receivables of US$10 million at 30 June. At the end of the June
half, SML was considering its next loan repayment to Lucapa and pro-rata distribution to the Lulo partners, taking into

account its strong cash position and large diamond inventories.

Var
H117
to

H117 H118 H118
Actual Sales {carats) 9,531 9,656 1%
Actual Sales (USS) 15,444,807 15,855,298 3%
Actual Price per Carat (USS) 1.620 1,642 1%
Actual Sales (AS) 20,316,731 20,205,476 -1%
Actual Price per Carat (AS) 2,132 2,093 -2%

Table 2: SML revenue for the June half and comparative period

Kimberlite Exploration - Project Lulo

(Lucapa 39% joint venture partner and operator)

The Lulo kimberlite exploration program aims to identify the primary hard-rock source(s) of the exceptional alluvial
diamonds being mined on the same concession at Lulo. Lucapa funds the program from its share of alluvial mining
distributions from SML.

The end of the Angolan wet season enabled the Lulo partners to step up the kimberlite drilling program, in line with the
aim of extracting core from all remaining kimberlite targets on the current list by the end of calendar 2018.

During the June half, the Lulo partners received the results from the second batch of 10 kimberlite core samples sent to
Cape Town, South Africa, for laboratory analysis.

Technical consultants, Remote Exploration Services (“RES”), highlighted kimberlite L164 for follow-up work based on it
having the highest concentration of G3D and G4D garnets and other kimberlitic indicator minerals of any Lulo kimberlite
target tested to date, including 11 garnets classified as diamond-associated grains.

Kimberlite drilling at Lulo
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Core samples from a further eight Lulo kimberlites underwent laboratory analysis during the June half. RES advised that
five of those kimberlites had been assessed as not warranting further follow-up work, with micro-probing of core samples
from the remaining three kimberlites continuing.

In addition, drill core samples from a further nine Lulo kimberlites were later logged and exported to the Cape Town
laboratory as drilling continued. Of most interest in this batch was the core from kimberlites L104 (identified from
garimpeiro diggings) and L204 (identified from associated soil sampling results).

Angolan Government Diamond Reforms

During the June half, the new Angolan Government, headed by His Excellency President Joao Lourenco, continued to
advance diamond sector reforms in line with the Government’s goal to double Angola’s diamond production through
increased foreign investment.

This included President Lourenco stating a desire for Angolan diamonds to be marketed in jurisdictions such as Antwerp
during a visit to the global diamond trading centre, and an anticipated Presidential decree to launch a new diamond
marketing policy for Angolan production.

Lucapa remained in positive dialogue with Angolan officials during the June half to support the Government in achieving
its stated objectives and looks forward to favourable outcomes.

As a Company which has operated successfully in Angola for 10 years, Lucapa is well positioned to benefit from positive
change to the investment landscape in Angola.

MOTHAE DIAMOND PROJECT, LESOTHO
Kimberlite mine development - Mothae Diamonds (Pty) Ltd
(Lucapa 70% subsidiary, Government of the Kingdom of Lesotho 30%)

The Mothae kimberlite pipe in Lesotho, southern Africa, is a high-quality large stone diamond resource located within 5km
of Letseng, the highest USS per carat kimberlite diamond mine in the world.

Mothae is a known host of large and premium value diamonds, with previous trial mining producing 23,400 carats of
diamonds which achieved sale prices of up to US$57,000 per carat (see ASX announcement 31January 2017).

Lucapa made significant progress at Mothae during the June half with two parallel work streams:
1 Abulk sampling program using the refurbished plant and infrastructure with the aim of expanding on the current
published JORC resource and,;
9 Construction and development of the new 1,080,000 tonne per annum (90,000 tonne per month) commercial
production plant incorporating a large-diamond recovery circuit utilising XRT technology

Bulk Sampling Program
The bulk sampling program is designed to expand on the current published Mothae JORC resource (refer ASX
announcement 24 March 2017), to assist mine planni

LUCAPA DIAMOND COMPANY LIMITED ABN 44 111501 663 -4 -



