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Lucara's new Clara platform could revolutionise the
way diamond miners take their product to market
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It's called Clara, and it's a technological tool that could open up the diamond
industry to new efficiencies and greater profits. Still at a relatively early stage,
Clara has just been acquired by Lucara Diamond Corp (TSE:LUC), the
established mid-tier producer chaired by Lukas Lundin and now headed up by
Eira Thomas, two names to conjure with in terms of success and innovation in
the resources industry.
Lucara itself already has something of a track record of innovation in the
manner in which it goes about diamond mining, having pioneered the use of
XRT and autogenous milling at its Karowe mine in Botswana.
WATCH: Lucara's blockchain platform Clara will modernise rough diamond
market, says its new chief executive
This mine has underpinned Lucara for some years now, yielding several
exceptional stones and likely to produce between 270,000 and 290,000 carats
in total this year.
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But it's in the quest for expansion that Lucara has turned to the Clara platform.
The company remains on the lookout for high quality diamond projects, but in
the meantime, reckons that there is a place for Clara as a disrupter and a driver
of efficiencies as far as sales to cutters and polishers go.

Sector:

"Fundamentally the diamond industry hasn't changed its approach since the
start of the digital age," says Eira Thomas.
"With Clara we have the opportunity to use technology to change the value
proposition. And this isn't just about driving efficiencies for the producers. It's
also about the manufacturers."
The proposition itself is simple enough. The Clara platform aims to match up a
willing buyer to a willing seller for each individual stone. If that sounds obvious
enough, consider that in diamonds, sales are hardly ever transacted in this
manner, with the notable exception of the very large stones.
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Company Synopsis:
Lucara Diamond Corp. is a new diamond
producer. It's key asset is the Karowe Mine
in Botswana. The 100% owned Karowe
Mine is a newly constructed state-of-the-art
mine which was fully commissioned in Q2
2012. The Karowe Mine is a large scale
asset with tonnage and throughput upside
and production has consistently included
large,
Type
IIA
stones.
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Instead what normally happens is that parcels of stones are put out to tender, and buyers have to accept a certain
amount of goods that don't meet their specific requirements in order to secure the stones that do.
With Clara, that way of operating will be done away with, at least as far as stones in the one-to-15 carat range are
concerned.
This range, says Thomas, represents a big part of the value chain, although it may not necessarily be a correspondingly
large part of the carats produced by the industry overall. There are still the smaller stones, and of course the very large
stones of the type Karowe throws up now and again.
But it's in the middle of the range where the stones are of a good enough quality to be matched with the specific
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requirements of a buyer that Clara finds its niche.
READ: Lucara turns to blockchain with Clara acquisition
How does it work? That would be telling. But what Thomas will say is that it uses a combination of "proprietary
analytics, cloud and blockchain technologies."
She should know, because as well as settling in to her new role as chief executive of Lucara, she doubles up as one of
the founders of Clara. And close followers of the diamond industry will know that her pedigree as a pioneer and investor
stretches a long way further back than that, in particular as chief executive of Stornoway Diamonds and as vicepresident of Aber.
She knows this industry, and how to meet its needs, and accordingly she has a clear enough idea of how to make Clara
work.
"Lucara is going to commercialise it using Karowe diamonds, and then we'll be inviting other producers onto the
platform and targeting manufacturers and integrated jewellers."
But will it catch on? Because of the old fashioned way the industry is currently set up, there is a good chance that it will.
"All diamonds are unique," says Thomas.
"All have individual price points. But how do you price them? The prevailing wisdom is to sell them in batches. But the
challenge for the manufacturers is that the stones in the batches won't all be fitting their requirements. So they then
have to go into the secondary market to sell unwanted goods on." And of course, there is value loss in each transaction.
With Clara, the whole process will be turned on its head.
"Manufacturers will upload their polished orders," explains Thomas. "Producers will upload the individual parameters.
Clara will then match the optimal rough to the polished output. This allows manufacturers to buy in real time and means
that they are no longer tied to a sales cycle."
The model from the Lucara standpoint is that to the extent that there's a spread between the bid and the offer, Clara will
take its cut out of that.
Longer term outlook for Lucara
An in-built assurance of diamond provenance will provide an extra level of security, and blockchain technology will be
used to enable delivery, with physical delivery to use distribution channels that already exist in the industry.
It all looks like a no-brainer from the Lucara perspective. To get Clara up and running will require a minimum amount of
capital, and not much maintenance. Compared to the 1,200 or so people employed by Karowe, it's not labour intensive
at all.
So, with Clara set up to provide interest and growth in the near-term, what does the longer term outlook hold for Lucara.
Well, the open pit mine life at Karowe is set to run out at least to 2026, with plans in place to move underground for an
additional ten years when the time comes. So the revenue streams that investors have been enjoying for a good while
now are all set to continue.
Thomas says that shareholders, including Lukas Lundin, are very tied to the dividend, so that's likely to stay in place
too.
Outgoing chief executive William Lamb was very alive to this dynamic as he ran Lucara successfully through some of
the toughest times the industry has seen in recent years.
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"Our focus was always on margin," he says. "The margin is what allows us to pay dividends and put capital into
projects. The focus is on margin, not on carats."
It was this single-minded approach that's allowed Lucara to be debt-free since 2013.
"We've paid back more in dividends than the total capital invested in the mine to date," agrees Thomas, who as one of
the founders of Lucara has been on the board since the outset.
"Karowe is a cash generating machine. 35% of the current market capitalisation has been given back to shareholders."
It's this dynamic value creation that provides the room for Lucara to manoeuvre and to innovate with new ideas like
Clara. But it's also the willingness to innovate that underpins the ongoing value creation.
For now, Lucara has created a virtuous circle in the diamond mining business, and under the new leadership of
Thomas, that looks all set to continue.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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