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Namibian Resources Plc

Chairman’s statement

YEAR ENDED 28 February 2012

This has been a difficult year for the company through operational difficulties caused by the
suspension of our mining activities due to health and safety matter not relating to our operations This
was announced in my Chairman’s statement for the period ending 31% August 2011  Although the
suspension was lifted on 25" October 2011 the condition of our plant created a re-commissioning
problem that adversely effected production Since the end of the financial year we have entered
negohiations to acquire a company which wilt be complementary to our business These negotiations
are advanced and we expect to successfully complete the acquisition including funding by the end of
October

Lord Sheppardof Drdgemere KCVO Kt




Namibian Resources Pic

Review of Operations

YEAR ENDED 28 February 2012

As stated by the chairman operational difficulties restricted our production for the year to a total of 368
carats and there has been a long delay in signing our new contract with Namdeb However, we have
been informed that it will commence on the 1° may 2012 and we expect to receive this shortly for
signature Our planned acquisition will be an exciting opportunity and we believe a profitable advance
to our operations  An announcement will be made as soon as 1t i1s completed

Do ol et A

ACA Carlton




Namibian Rescurces Plc

Report of the directors for the year ended 28 February 2012

The directors present their report together with the audited financial statements for the year ended 28
February 2012

Results and dividends
The consolidated income statement Is set out on page 10 The directors do not recommend the
payment of a dividend

Principal activities, trading review and future developments
The company has a 100% owned subsidiary, Sonnberg Diamonds (Namibia) (Pty) Limited
(“Sonnberg”), ncorporated in Namibia The subsidiary has a contract with the Namdeb Diamond
(Corporation) (Pty) Limited to mine and prospect for diamonds in a specified area untl 30 April
2012 The contract 1s renewable for a further 10 years thereafter

The activities of the company during the year In question are set out in our Review of Operatlon§
on page 3

Mining and prospecting operations have recommenced since the year end and additional
resources have been granted Since listing in 2004, prospecting undertaken by Sonnberg has
replaced resources at the same rate as mining has depleted them It 1s one of the objectives of
the company to maintain or increase 1ts resources base relative to its rate of mining

Risks and uncertainties
The company I1s subject to the following risks and uncertainties -

1  Weather conditions

2 Variations in the carat size and grade (1e number of carats per 100 tons of gross material
mined)

3 The company’s income I1s calculated in US Dollars but received in Namibian Doliars
Vanations in currency between US Dollars, Namibian Dollars and Sterling can therefore have
a substantial affect on results

Key performance indicators o
The drrectors use a number of key performance indicators to measure and monitor the
performance of the company These include

Carats per 100 tons mined

Recelved value against average parcel size
Operating cost per ton

Costs against budget

BN =

Financial Risk Management

The group's operations expose it to financial risks that include liquidity nsk and foreign exchange

risk

Liquidity Risk )

-

The group actively manages its working finance to ensure the group has sufficient funds for
operations and planned expansion The directors are currently seeking to raise further funds to
provide the capital required to iImprove the volume and quality of production As referred to 1n to
the Financtal Statements it s for this reason the directors believe 1t 1s appropriate to prepare the
statements on a going concern basis




Namibian Resources Plc

Report of the directors for the year ended 28 February 2012

Foreign Exchange risk

Exchange nisk derives from US dollar based revenues, which are determined by NAMDEB, and
Namibian dollar based operating and exploration expenditure There are no cost-effective
practical measures to mitigate against thus nsk To the extent that net cash flow from operations in
Namibia 1s insufficient to meet ongoing llabilities, funding 1s provided through the transfer of funds
from the parent company by way of loan, expressed In Namibian dollars, or equity Although the
parent company accepts the exchange nsk between sterling and Namibian dollars, the effect on
the total group equity 1s broadly neutral

Substantial shareholdings
At 28 February 2012, the company had been notified of the following holdings of 3% or more of
its 1ssued share capital
Ordinary shares and %
deferred shares of 1p and
9p each respectively
11,739,660 18 99

C

BM Mornitz

WB Nominees (for chents including Lord Sheppard and 29,816,555 48 23
A C A Carlton — see below)

Lynchwood Nominees Limited 2,063,520 334

No individuals holding shares within WB nominees and Lynchwood Nominees Limited hold more
than 3% of the i1ssued share caputal

Directors
The Directors who served during the year were -

Lord Sheppard of Didgemere
ACA Carlton

BM Moritz

OJ Plummer




Namibian Resources Plc

Report of the directors for the year ended 28 February 2012 (Continued)}

Directors

The directors' interests in the shares of the company at the beginning and end of the year were

Ordinary shares Deferred shares

of 1p each of 9p each

2012 2011 2012 2011
A C A Carlton 1,757,857 1,615,000 1,615,000 1,615,000
B M Moritz 12,280,330 2,994,616 2,994,616 2,994 616
O J Plummer 606,407 606,407 606,407 606,407
Lord Sheppard of Didgemere 16,120,321 8,030392 3,650,000 3,650,000
D G Sutherland (resigned 31 May 100,000 100,000 100,000 100,000

2010) -

A C A Carlton and O J Plummer jointly hold a further 300,000 shares on behalf of a trust set up to
benefit employees of "“Sonnberg” only (excluding directors)

Creditor payment policy

Creditors are paid at the end of the month following the receipt of an agreed invoice The number
of average day’s purchases of the group represented by trade creditors at 28 February 2012 was
35 (2011 32)

Directors’' responsibilities

The directors are responsible for preparing the Financial Statements in accordance with
apphcable law and International Financial Reporting Standards as adopted by the European
Union

Company law requires the directors to prepare financial statements for each financial year, which

give a true and fair view of the state of affairs of the group and company and of the profit or loss

of the group for that period In preparing those financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,

+ make judgements and estimates that are reasonable and prudent,

» state whether applicable accounting standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s Inappropriate to
presume that the group will continue in business .

The directors are responsible for keeping adequate accounting records, which disclose with
reasonable accuracy at any time the financial position of the group and company and to enable
them to ensure that the financial statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the group and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities

The directors are responsible for the maintenance and integnty of the corporate and financial
information Included on the company’s website Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from the legislation in other

Junisdictions
o




Namibian Resources Plc

Report of the directors for the year ended 28 February 2012 (Continued)

Statement of disclosure to auditors
So far the directors are aware at the time the report 1s approved —
a) there 1s no relevant audit information (as defined by section 418 of the Companies Act 2006)
of which the company’s auditors are unaware, and
b) Each director has taken all the steps that ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company’s
auditors are aware of that information

Corporate Governance
As a company listed on the Alternative Investment Market of the London Stock Exchange,
Namibian Resources pic 1s not required to comply with the Combined Code ("the Code") adopied
by the UK Listing Authonty in 1998 However, the Board of Directors has constdered the effects of
the Code and taken steps to comply with the Code Insofar as it can be applied practically, given
the size of the Group and the nature of its operations At this stage, no action has been taken in
respect of the revised code I1ssued in June 2006

The directors also acknowledge their responsibility for the Group's system of internal control of
which the objectives are €
a) Safeguarding Group assets

b) Ensurning proper accounting records are mamtained

c) Ensuring that the financial information used within the bustness and for publication 1s reliable

The key procedures that have operated during the financial year are set out below <

a) The Board meets regularly to review all aspects of the Group's performance concentrating
mainly on financial performance, business risks and development

b) A number of matters are reserved for the Board's specific approval including major capital
expenditure, banking and dividend policy

In establishing the systems of internal control, the directors have implemented a contrdl
environment, sk management procedures and reporting processes appropniate to the size of the
Group The system of internal control 1s designed to manage rather than eliminate nsk  Further
procedures will continue to be adopted In respect of all the Group's activities to further improve
financial control

Trading and cash flows can be unpredictable However, after making appropriate enquiries the
directors have formed a judgement that the Group has access to adequate resources to continue
in operation for the foreseeable future Feor this reason, they continue to adopt the going concern
basis in prepanng the financial statements

Auditors
A resolution to reappoint Montgomery Swann Ltd as the company’s auditors will be put to the
forthcoming Annual General Meeting ¢

On behalf of the Board

O 2ol kA

A C A Carlton
Director Date3{ August 2012




Namibian Resources Plc
Register Number: 04140379

Report of the independent auditors

I

Independent Auditors’ Report to the members of Namibian Resources Plc

We have audited the financial statements of Namibian Resources Plc for the year ended 28 February
2012, which comprise the Group Income Statement, the Group Statement of Comprehensive Income,
the Group and Company Statement of Changes in Equity, the Group and Company Balance Sheets,
the Group and Company Cash Flow Statements and the related notes 1 to 23 The financial reporting
framework that has been applied in their preparation 1s applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company's members, as a body, in accordance with chapter 3 of Part
16 of the Companies Act 2006 Our audit work has been undertaken so that we might state to the
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 Company and the Company’s members as a body, for our audit work, for this
report, or for the opinion we have formed

Respective responsibilities of directors and auditors .
As explained more fully in the Directors’ Responsibilities Statement set out on page 6, the Directors’
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view Our responsibility is to audit and express an opinion on the financial statements 1n
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

C

Scope of the audit of the financial statements &
An audit involves obtaining evidence about the amounts and disclosures In the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
risstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropriate to the Group’'s and parent Company’s circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the Directors, and the overall presentation of the financial statements

Opinion on financial statements

In our epinion

» the financial statements give a true and far view of the state of the Group’s and parent
Company’s affairs as at 28 February 2012 and of the Group's loss for the year then ended,

« the Group financial statements have been properly prepared in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union,

» the parent Company financial statements have been properly prepared in accordance with
IFRSs as adopted by the European Union and as applied in accordance with provisions of the
Companies Act 2008, and

+ the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinton the Information given in the Directors’ Report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements

8




Namibian Resources Plc

Report of the independent auditors (Continued)

Emphasis of Matter - going concern and valuation of assets

Without qualifying our opinion we draw attention to the disclosures made in notes 12, 113, 1 14 and
1 15 concerning going concern, the valuation of intangible assets, the valuation of investments and
the valuation of property plant and equipment

The group’s ability to continue as a going concern depends on the signing of a new mmning licence
with Namdeb the previous one having expired on 30 April 2012, the ability of the company to raise
additional finance to upgrade its production facilities and equipment, maintain a rolling programme of
exploration and improve the volume of, and output from, it's processing of diamonds This indicates
the existence of a material uncertainty which may cast significant doubt on the company’s and group’s
ability to continue as a going concern

The company I1s dependent on support of the directors to enable it to continue to trade On that basis
the directors are satisfied that 1t 1s appropriate to prepare the financial statements of the company on
the going concern basis

The realisation of the intangible assets of £900,333 and property plant and equipment of £1,028,789
included in the consolidated balance sheet and amounts due by group undertakings of £4,938,718
included in the company balance sheet 1s dependent on the successful discovery and development of
economic reserves, Including the ability of the group to raise sufficient finance to develop current
projects and on the sigmng of a new mining licence with Namdeb with expires on 30 April 2012

The financial statements do not include the adjustments that would result if the company or the group
was unable to continue as a going concern as it I1s not practicable to determine or quantify them

F

-
=

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you If, in our opinion
» adequate accounting records have not been kept by the parent Company, or returns adequate
for our audit have not been received from branches not visited by us, or
» the parent Company financial statements are not in agreement with the accounting records
and returns, or
certain disclosures of Directors’ remuneration specified by law are not made, or
* we have not received all the information and explanations we require for our audit

Sf@r&gL—/

Steven John Bradshaw

Senior Statutory Auditor,

For and on behalf of Montgomery Swann Ltd

Statutory Auditor, Chartered Certified Accountants Dated 31st August 2012
Scott's Sufferance Wharf

1 Mill Street,

LONDON SE1 2DE

;f

Notes

1 The maintenance and integrity of the company’s website I1s the responsibiity of the
directors, the work carned out by the auditors does not involve consideration of these
matters and, accordingly, the auditors accept no responsibility for any changes that
may have occurred to the financial statements since they were initially presented on
the website

2 Legsslation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions

9




Namibian Resources Plc

Consolidated income statement for the year ended 28 February 2012

Note 2012 2011
£ £
Revenue 17 13,629 52,845
Cost of sales - 349,250
Gross loss 13,629 (296,405)
Administrative expenses {343,872) (120,9086)
Operating loss 3 {330,243) (417,311)
Cther interest recewvable and similar
income - 72
{Loss) before tax (330,243) (41 7,23%)
Income tax expense 4 - “
{Loss) after tax £(330,243) £(417,239)
Earnings per ordinary share (pence) 5 !
Basic {0.65) {1 03)
Diuted (0.65) (1 02)
‘:‘
Consolidated statement of comprehensive income for the year ended 28 February 2012 .
2012 2011
£ £
Loss after tax (330,243) (417,239)
Exchange difference on translation of foreign
operations {176,008) 204,755
Total recognised income and expense for the year
£(506,251)

The notes on pages 16 to 37 form part of these financial statements

10

£(212,484)




Namibian Resources Pl¢

Consolidated balance sheet at 28 February 2012

Assets

Non current assets
Intangible assets

Mining nghts and exploration
costs

Property, Plant and Equipment

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total Assets

Equity and Liabilities
Share capital

Share premium account
Currency translation reserve
Retained earnings

Total equity

Current Liabilities

Trade and other payables

Total Equity and liabilities

The financial statements were approved by the Board on 31 August 2012

° G

O Plummer
Director

The notes on pages 16 to 37 form part of these financial statements

Note

10
1"
13

14
15
17
16

12

2012 2012

900,333

900,333
1,028,789

1,929,122
4,378
53,745
15,301
73,424

£2,002,546

4,211,235
1,027,317
503,827
(4,038,491)

1,703,888

298,658

£2,002,546

11

2011

1,037,832

9,263
49,546
10,589

2011

1,037,832
1,117,183

2,155,015

]VCD
O
[0
|fe}
o}

£2,224 413

4,036,050
589,355
679,835

(3,708,248)

1,596,992
627,421

£2,224,413




Namibian Resources Plc

Consolidation Statement of changes in equity for the year ended 28 February 2012

At 28 February 2011
Loss for financial year
Foreign exchange
difference

Share 1ssue

At 28 February 2012

Share Share Currency Profit and Total
capital premium translation loss shareholder
reserve s funds

£ £ £ £ £
6,036,050 589,355 679,835 (3,708,248) 1,596,992
- - - {330,243) (330,243)

- - (176,008) - (176,008)

175,185 437,962 - - 613,147
£4,211,235 £1,027,317 £503,827 £(4,038,491) £1,703,888

The notes on pages 16 to 37 form part of these financial statements

12




Namibian Resources Plc

Company balance sheet at 28 February 2012

Assets
Non-current assets
Investments

Current assets
Cash and cash equivalents

Total Assets

Equity

Share capital

Share premium account
Retained earnings

Total Equity

Gurrent Liabilities
Trade and other payables

Total Equity and
Liabilities

The financial statements were approved by the Board on 31 August 2012

Note

14
15
16

12

o go&Z.

Q Plummer
Director

2012

4,938,716

15,271

£4,953,987

4,211,235
1,027,317
(561,743)

4,676,809

277,178

£4,953,987

The notes on pages 16 to 37 form part of these financial statements

2011

4,733,016

7,466

£4,740,482

4,036,050
589,355
(490,648)

4,134,757

605,725

£4,740,482




Namibian Resources Plc

Company Statement of changes in equity for the year ended 28 February 2012

At 28 February 2011

Loss for financial year

Share 1ssue

At 28 February 2012

The notes on pages 16 to 37 form part of these financial statements

Share Share
capital premium

£ £
4,038,050 589,355
175,185- 437,96.‘;
£4,211,235 £1,027,317

14

Profit and Total
loss shareholde

rs funds

£ £
(490,648) 4,134,757
(71,095) (71,095)

- 613,147
£(561,743) £4,676,809




Namibian Resources Plc

Cash flow statements for the year ended 28 February 2012

Group Company Group Company

Note 2012 2012 2011 2011
£ £ £ £

Cash flow generated from operating
activities 18 (608,435) (605,342) (269,736) (272,685)
Cash flow from investing activities
Interest Received - - 72 -
Net cash used in investing activities (608,435) (605,342) (269,664) (272,685)
Financing activities
Proceeds of issue of shares 613,147 613,147 273,775 273,775
Net increase/{decrease) in cash and
cash equivalents 19 £4,712 £7,805 £4,111 £1,090

The notes on pages 16 to 37 form part of these financial statements

15




Namibian Resources Plc

Notes forming part of the financial statements for the year ended 28 February 2012

Namibian Resources Plc (“the Company”} and its subsidiary (“the group”) are pnmarily invoived in
mining Namubian Resources Plc, a pubhc limited company incorporated and domiciled in England 1s
the Group’s ultimate parent company ;

1 Accounting Policies
1 Presentation of Annual Finhancial Statements

The annual financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union, and the Companies Act of 2008

The annual financial statements incorporate the principal accounting policies set out below

The group has not yet appled the following Accounting Standards and Interpretations, which will be
applicable to their annual financial statements that have been 1ssued but are not yet effective £

IAS 1 (amended) — Financial statement presentation-presentation of items of other comprehensive
incoeme

IAS 12 (amended) - Deferred Tax Recovery of underlying assets

IAS 19 (revised) — Employee benefits

IAS 27 (revised) — Separate financial statements

IAS 28 (revised) — Investments in associates and joint ventures

IAS 32 - Offsetting financial assets and financial habilities

IFRS 7 - Financial instruments Disclosures

IFRS 9 — Financial instruments

IFRS 10 — Consolidated financial statements

IFRS 11 — Joint arrangements "
IFRS 12 — Disclosures of interests in other entities

IFRS 13 - Fair value measurement

IFRIC 20 - Stripping costs In the production phase of a surface mine

The directors anticipate that the adoption of these Standards and Interpretations in future periods will
have no matenal impact on the financial statements of the company or the group

11 Basis of Consolidation

The consolidated income statement and balance sheet include the financial statements of the
company and its subsidiary undertaking made up to 28 February 2012 The results of
subsidiaries sold or acquired are included in the income statement up to, or from the date
control passes Intra-group sales and profits are eliminated fully on consolidation
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Namibian Resources Plc

Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

12 Going Concern

The directors’ consider the company 1s a going concern because all equipment and services
are being maintained in order All contracts and habilities have been complied with and met
Since February 28 2012 the group has no outstanding labilities other than in the normal
course of business and this will continue at least until February 28 2013 There are no
borrowings of any nature other than from the Directors The company will seek additional
finance to expand its operations when conditions in the diamond market and n particular the
world economy improve To date, the company and the group have accumulated trading
losses since the commencement of mining activities and there are inherent uncertainties in the
mining Industry, which make it impossible to predict when the company will become profitable
Nevertheless, the directors remain confident that the company and the group will trade
profitably in the foreseeable future and will be able to continue to meet its habilities as they fall
due Namdeb has offered a new contract renewable for a further five years from 30 Aprnl 2012
however, at the date of signing these accounts the final contract remains with Namdeb's Legal
Department awaiting release for signature Meanwhile, Namdeb have allowed us to continue
mining and this has been the position since 30 April 2012

1 3 Significant Judgements

In preparing the annual financial statements, management is required to make estimates and
assumptions that affect the amounts represented in the annual financial statements and
related disclosures Use of available information and the application of judgement 1s iInherent In
the formation of estimates Actual results in the future could differ from these estimates WhICh
may be material to the annual financial statements Significant judgements include

Trade Receivables

The group assesses its trade recewvables for impairment at each balance sheet date In
determining whether an impairment loss should be recorded in the income statement, the
company makes judgements as to whether there I1s observable data indicating a measurable
decrease In the estimated future cash flows from a financial asset

Mining assets

The group assesses the proportion of exploration costs incurred which will prowide future
economic benefits in identfying areas of interest where future mining could be focused These
costs are capitalised and amortised over the period of the mining licence

Mining nights

The night of mining on the assigned area was initially valued by an independent geologist This

right 1s yearly re-assessed for impairment by comparing the value-in-use to the carrying value
of the mining nght =




Namibian Resources Plc

Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

1 4 Underlying concepts
The financial statements are prepared on the going concern basis using accrual accounting

Assets and liabilities and income and expenses are not offset unless specifically permitted by
an accounting standard

Financial assets and financial habilities are offset and the net amount reported only when a
currently legally enforceable right to set off the amounts exists and the intention 1s either to
settle on a net basis or to realise the asset and settle the liability simultaneously .

The accounting policies adopted are consistent with those used 1n previous financial periods
except for the change in accounting estimates on depreciation of property, plant and
equipment

Changes in accounting estimates are recognised in profit or loss The estimates and
assumptions that have a significant effect on the amounts recognised in the financial
statements are those related to establishing depreciation and amortisation periods for the
Group, and the estimates In relation to future cash flows and discount rates utllised n
impairment testing

Prior period errors are retrospectively restated unless it 1Is impractical to do so
Accounting polictes are not apphied when the effect of applying them 1s immatenal
15 Recognition of Assets and Liabilities

Assets are only recognised (f they meet the defimion of an asset, it 1s probable that future
economic benefits associated with the asset will flow to the company and the cost or farr value
can be measured reliably 4
Liabilities are only recognised If they meet the definition of a hiability, 1t is probable that future
economic benefits associated with the hability will flow from the company and the cost or fair
value can be measured reliably

Financial instruments are recognised when the company becomes a party to the contractual
provisions of the instrument

Financial assets and liabilities as a result of firm commitments are only recognised when one
of the parties has performed under the contract

Regular purchases and sales are recognised using trade date accounting

,,'rii‘i'..

1 6 Derecognition of Assets and Liabilities

Financial assets or parts thereof are derecognised when the contractual nights to receive cash
flows have been transferred or have expired or If substantially all the risks and rewards of
ownership have passed Where substantially all the nsks and rewards of ownership have not
been transferred or retained, the financial assets are derecognised if they are no longer
controlled However, If control in this situation 1s retained, the financial assets are recognised
only to the extent of the continuing involvement in those assets

18




Namibian Resources Pic

Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

All other assets are derecognised on disposal or when no future economic benefits are
expected from their use or on disposal

Financial habiities are derecognised when the relevant obligation has either been discharged
or cancelled or has expired

17 Revenue

The total revenue of the group for the year has been denved from its prnincipal activity, mining,
wholly undertaken by its subsidiary n Namibia, Sonnberg Diamonds (Namibia) (Proprletary)
Limited ("Sonnberg”) All sales are made in Namibia and the majornity of assets are also
located in Namibia -

Revenue from the sale of goods I1s recognised when all the following conditions have been
satisfied

e the company has transferred to the buyer the significant risks and rewards of ownership
of the goods,

* the company retains neither continuing managernal involvement to the degree usually
associated with ownership nor effective control over the goods sold,
the amount of revenue can be measured reliably,
it 1s probable that the economic benefits associated with the transaction will flow to the
company, and

» the costs incurred or to be incurred In respect of the transaction can be measured
reliably

Revenue 1s measured at the farr value of the consideration received or receivable and
represents the amounts receivable for goods provided in the normal course of bustness, net of
trade discounts and volume rebates, and value added tax

Interest is recognised, in profit or loss, using the effective interest rate method

18 Tax
Current tax assets and habilities
Current tax for current and prior periods 1s, to the extent unpaid, recognised as a lability [If thg
amount already paid in respect of current and prior penods exceeds the amount due for those
periods, the excess Is recognised as an asset
Current tax lhabilities (assets) for the current and prior periods are measured at the amount
expected to be paid to (recovered from) the tax authorities, using the tax rates (and tax laws)
that have been enacted or substantively enacted by the balance sheet date
Deferred tax assets and habilities
A deferred tax hability 1s recognised for all taxable temporary differences, except to the extent
that the deferred tax hability anses from the intial recognition of an asset or liability in a

transaction which at the time of the transaction, affects neither accounting profit nor taxable
profit (tax loss) €




Namibian Resources Plc

Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

18 Tax (continued)

A deferred tax asset 1s recognised for all deductible temporary differences to the extent that it
IS probable that taxable profit will be available against which the deductible temporary
difference can be utiised A deferred tax asset 1s not recognised when it anses from the initial
recognition of an asset or hability in a transaction at the time of the transaction and affects
neither aceounting profit nor taxable profit (tax loss)

A deferred tax asset 1s recognised for the carry forward of unused tax losses to the extent that
it 1s probabie that future taxable profit will be available against which the unused tax losses can
be utiised

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the penod when the asset 1s realised or the hability 1s settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the balance sheet date

Tax expenses o
4
Current and deferred taxes are recognised as income or an expense and included in profit or
loss for the period, except to the extent that the tax anses from

¢ atransaction or event which 1s recognised, in the same or a different penod, directly n
equity, or
* a business combination

19 Leases

A lease 1s classified as a finance lease If it transfers substantially all the nisks and rewards
incidental to ownership A lease I1s classified as an operating lease If it does not transfer
substantially all the nsks and rewards incidental to ownership

Rentals payable under operating leases are charged against income on a straight-ine basis
over the lease term

110 Foreign Currency Translation

Monetary assets and liabilities denominated In foreign currencies are translated into sterling at
the rates of exchange ruling at the balance sheet date Transactions in foreign currencies are
recorded at the rate ruling at the date of the transaction

The results of overseas operations are translated at the rate ruling at the date of the
transaction However the balance sheet i1s translated at the rate ruling at the date of the
balance sheet

Foreign exchange drfferences ansing on translation are recognised in the income statement for
the period
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

111 Mining Assets .

Exploration and evaluation costs other than future site identification costs are expensed as
incurred Site identification costs related to areas of interest are capitalised and carried forward
to the extent that they are expected to be recoverable

Any changes In the estmates for the costs are accounted on a prospective basis In
determining the costs of site restoration, there 1s uncertainty regarding the nature and extent of
the restoration due to community expectations and future legislation Accordingly, the costs
have been determined on the basis that the restoration will be completed within one year of
abandoning the site

Mining assets are reviewed for impairment when facts and circumstances suggest that the
carrying amount of an exploration and evaluation asset may exceed Its recoverable amount
When facts and circumstances suggest that the carrying amount exceeds the recoverable
amount, the mining asset 1s written down to their recoverable amount

1 12 Rehabilitation Costs

Costs of site restoration are recognised when incurred Site restoration costs nclude the
dismanthing and removal and rehabilitation of the site in accordance with the clauses of the
mining permits Such costs are charged to direct costs

113 Intangible Assets
An intangible asset 1s recognised when

+ 1t 1s probable that the expected future economic benefits that are attnbutable to the
asset will flow to the entity, and
* the cost of the asset can be measured reliably

Intangible assets are initially recognised at cost

Intangible assets are carned at cost less any accumulated amortisation and any impairment
losses Expenditure on acquired intangible assets are capitalised and amortised using the
straight-ine method over their useful ives Intangible assets are not revalued The carrying
amount of each intangible asset I1s reviewed annually and adjusted for impairment where it Is
considered necessary ¢

An intangible asset 1s regarded as having an indefinite useful ife when, based on all relevant
factors, there 1s no foreseeable mit to the penod over which the asset Is expected to generate
net cash inflows Amortisation 1s not provided for these intangble assets For all other
intangible assets amortisation 1s provided on a straight line basis over their useful Iife
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

The amortisation pertod and the amortisation method for intangible assets are reviewed every
period-end

Amortisation 1s provided to write down the intangible assets, on a straight line basis, to therr
residual values as follows

Items Useful life
Mining Rights 10 Years )
Exploration Costs 10 Years

1 14 Investments

Fixed assets investments are stated at cost less provision for diminution in value

1 15 Property, Plant and Equipment
The cost of an item of property, plant and equipment 1s recognised as an asset when

+ 1t is probable that future economic benefits associated with the item will flow to the
company,
¢ and the cost of the item can be measured reliably

Costs include costs incurred initially to acquire or construct an item of property, plant and
equipment and costs incurred subsequently to add to, replace part of, or service It If a
replacement cost 1S recognised In the carrying amount of an item of property, plant and
equipment, the carrying amount of the replaced part 1s derecognised

The initial estimate of the costs of dismantling and removing the item and restoring the site on
which 1t 1s located 1s also included in the cost of property, plant and equipment

Property, plant and equipment s carried at cost less accumulated depreciation and any
impairment losses Except for plant and machinery deprectation 1s calculated on the straight-
line method to write off the cost of each asset to therr residual values over ther estimated
useful ives Depreciation begins when an item of property, plant and equipment I1s avallable for
use and ends when the item I1s derecognised, even If during that period the item was idle

The depreciation rates applicable to each category of property, plant and equipment are as
follows -

Plant and machinery 1s depreciated on the unit of production method This represents a
change In accounting policy as it was previously depreciated on a straight line basis over 10

years
Item Average useful Life L
Motor Vehicles 8 years £
Office Equipment 5 years
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The residual value and the useful life of each asset are reviewed at each financial period-end

Each part of an item of property, plant and equipment with a cost that is significant in relation to
the total cost of the item shall be depreciated separately ¢

The depreciation charge for each period 1s recognised in profit or loss unless tt 1s included in
the carrying amount of another asset

The gain or loss ansing from the derecognition of an item of propenrty, plant and equipment is
included In profit or loss when the item 1s derecognised The gain or loss ansing from the
derecognition of an item of property, plant and equipment I1s determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the item

116 Impairment of Assets

The company assesses at each balance sheet date whether there 1s any indication that an
asset may be impaired If any such indication exists, the group estimates the recoverable
amount of the asset

Irrespective of whether there 1s any indication of impairment, the company also tests intangible
assets with an indefinite useful Iife or intangible assets not yet available for use for impairment
annually by comparing its carrying amount with its recoverable amount This impairment test i1s
performed dunng the annual period and at the same time every period “

if there is any indication that an asset may be impatred, the recoverable amount 1s estimated
for the individual asset If it 1s not possible to estimate the recoverable amount of the individual
asset, the recoverable amount of the cash-generating unit to which the asset belongs 1s
determined N
The recoverable amount of an asset or a cash-generating unit 1s the higher of its fair value less
costs to sell and its value in use

If the recoverable amount of an asset I1s less than its carrying amount, the carrying amount of
the asset IS reduced to its recoverable amount That reduction 1s an impairment loss

An impairment loss of assets carned at cost less any accumulated depreciation or amortisation
15 recognised immediately in profit or loss Any mpairment loss of a revalued asset Is treated
as a revaluation decrease

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or
amortisation other than goodwill 1s recognised immediately in profit or loss Any reversal of an
impairment loss of a revalued asset is treated as a revaluation increase

>
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117 Inventories

This represents inventones of consumable stores, held at the lower of cost and net realisable
value

1 18 Financial Instruments
Inhal Recognition

The group classifies financial nstruments, or their component parts, on initial recognition as a
financial asset, a financial lability or an equity instrument in accordance with the substance of
the contractual arrangement

Financial assets and financial habilities are recognised on the group’s balance sheet when the
company becomes party to the contractual provisions of the instrument

Loans to (from) Group Companies

These Include loans to the subsidiary company and are recognised initially at far value plus
direct transachion costs

Subsequently these loans, where 1t 1$ practicable to do so, are measured at amortised cost
using the effective interest rate method, less any imparment loss recognised to reflect
Irrecoverable amounts on loans receivable an impairment loss is recognised in profit or loss
when there 1s objective evidence that it 1s impaired The mmparrment 1s measured as the
difference between the investment's carrying amount and the present value of estimated future
cash flows discounted at the effective interest rate computed at iniial recogrition

Impairment losses are reversed in subsequent penods when an increase in the mvestment's
recoverable amount can be related objectively to an event occurring after the imparment was
recogmsed, subject to the restriction that the carrying amount of the investment at the date the
imparrment is reversed shall not exceed what the amortised cost would have been had the
mmpairment not been recognised

Trade and other Receivables

Trade receivables are measured at imitial recognition at fair value, and are subsequently
measured at amortised cost using the effective interest rate method Appropriate allowances for
estimated irrecoverable amounts are recognised in profit or loss when there I1s objective
evidence that the asset 1s impaired The allowance recognised 1s measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows
discounted at the effective mnterest rate computed at initial recogriution

Trade and other Payables

Trade payables are mitially measured at far value, and are subsequently measured at
amortised cost, using the effective interest rate method

e
oit
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-
term highly iquid investments that are readily convertiblie to a known amount of cash and are
subject to an insignificant nsk of changes in value These are initally and subsequently
recorded at fair value

1 19 Provisions and Contingencles

120

Provisions are recognised when

the company has a present obligation as a result of a past event,

* ItIs probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and

¢ arelable estimate can be made of the obligation

Where some or all of the expenditure required to settie a prowision 1s expected to be
reimbursed by another party, the reimbursement shall be recognised when, and only when, 1t 1s
virtually certain that reimbursement will be received If the entity settles the obligation The
reimbursement shall be treated as a separate asset The amount recogrmised for the
reimbursement shall not exceed the amount of the provision

Provisions are not recognised for future operating losses

If an entity has a contract that 1s onerous, the present obligation under the contract shall be
recognised and measured as a provision

Contingent assets and contingent liabilities are not recognised

15

5
i

Executive Share Options

For equity-settled share-based payment transactions the group, in accordance with IFRS2,
measures therr value, and the corresponding increase In equity, indirectly, by reference to the
farr value of the equity instruments granted The fair value of those equity instruments Is
measured at grant date using the trinomial method Where the expense Is material, 1t 1s
apportioned over the vesting peried of the financial instrument and 1s based on the numbers
which are expected to vest and the fair value of those financial instruments at the date of the
grant If the equity instruments granted vest immediately, the expense I1s recognised in full
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

2. Employees

2012 2011

The average monthly number of employees, Number Number
(including directors’), durng the year was

Staff of subsidiary - Production 4 S

Staff of head office - Administration 1 1

Directors’ — Management 4 4

9 10

The total wages, salaries and social security costs were 2012 £88,534 (2011 £107,505)

3 Operating Loss

2012 2011
£ £
This has been arrived at after charging
Depreciation 17,568 41,805
Amortisation 71,110 74,869
Operating lease rentals - land and buildings 7,920 7,200
Auditor's remuneration - audit
(company - £12,000 (2011 - £11,500)) 16,522 17,320
Directors’ Remuneration - 6,250

The remuneration of the highest paid director 1s £0 (2011 £6,250)
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

4 Taxation on Loss on Ordinary Activities

There has been no tax payable in this or the previous year due to the availability of losses

2012 2011
£ £
{Loss) on ordinary activities before tax (330,243) (417,239)
(Loss) on ordinary activities at the standard
rate of corporation tax in the UK of 26%
(2011 — 28%)
(85,863) {116,827)
Effects of
Tax losses carned forward 85,863 116,827

Total tax charge for year - -

A deferred tax asset of £1,149,649 (2011 - £1,227,245) relating to losses in the subsidiary
undertaking has not been recognised due to inherent uncertainty regarding the availability of
suitable taxable profits against which the losses can be recovered within the foreseeable
future

5 Loss per Share

Loss per share has been calculated using the weighted average number of ordinary shares in
Issue during the relevant financial periods The weighted average number of shares in Issue

Is 50,142,352 (2011 — 40,287,493) and the loss, being the loss after tax, 1s £ 330,243 (2011
loss - £417,239)

Diluted Loss per share has been calculated using a weighted average number of shares
of 50,892,352 (2011 — 41,037,493), which includes the share options in 1ssue at the start and *'
end of the year

6 Loss for the Financial Year
As permitted by Section 408 of the Companies Act 2006, the holding company's income

statement account has been included in these financial statements The loss for the financial

year s made up as follows
2012 2011

Holding company's (loss) for the financial year £(71,095) £{76,410)
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

7 Intangible Assets

Group £
Cost

At 1 March 2010 1,694,167
Additions -
Exchange difference 150,459
At 28 February 2011 1,844,626
Additions -
Exchange difference 116,632
At 28 February 2012 1,727,994
Amortisation .
At 1 March 2010 670,506
Charge for the year 74,869
Exchange differences 61,419
At 28 February 2011 806,794
Charge for the year 71,110
Exchange differences (50,243)
At 28 February 2012 827,661

Net hook values
At 28 February 2011

At 28 February 2012

Mining rights and
exploration costs

£1,037,832

£900,333

Of the net book value above £612,818 (2011 £654, 180) relates to Mining Rights There has been no
amortisation of these rights in the year as it 1s the view of the directors that the fair value of the Rights
exceeds the Net Book Value at the beginning and end of the year
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Notes forming part of the financial statements for the year ended 28 February 2012 (Continued)

8 Property Plant and Equipment

Fixtures & Fittings Plant & Total
Machinery
£ £ £
Group
Cost
At 1 March 2010 2,939 1689,411 1,692,350
Additions - - -
Exchange difference 262 150,036 150,298
At 28 February 2011 3,201 1,839,447 1,842,648
Additions - - -
Exchange difference (202) (116,304) (116,506)
At 28 February 2012 2,999 1,723,143 1,726,142
Depreciation
At 1 March 2010 1,926 625,015 626,941
Charge for the year 500 41,305 41,805
Exchange difference 673 56,046 56,719
At 28 February 2011 3,099 722,366 725,465
Additions 95 17,473 17,568
Exchange difference (195) (45,485) (45,680)
At 28 February 2012 2,999 694.354 697,353
Net book value
At 28 February 2011 £102 £1,117,081 £1,117,183
At 28 February 2012 £0 £1,028,789 £1,028,789
2
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Notes forming part of the financial statements for the year ended 28 February 2012 (Continued)

9 Fixed Asset Investments

Group Loans to group Total
undertaking undertaking
£ £ £
Company

At 1 March 2010 2,828,211 2,340,341 5,168,552
Additions - 193,000 193,000
At 28 February 2011 2,828,211 2,533,341 5,361,552
Additions - 205,700 205,700
At 28 February 2012 2,828,211 2,739,041 5,567,252
Provisions for dirminution in
value
At 1 March 2010 and at 28
February 2011 and at 28
February 2012 628,536 - 628,536
Net book value
At 28 February 2012 £2,199,675 £2,739,041 £4,938,716
At 28 February 2011 £2 199,675 £2 533,341 £4 733,016

Investment in group undertaking includes
e 100% holding n Sonnberg Diamends (Namibta) (Proprietary) Limited, a mining
company incorporated in Namibia

The loans to group undertaking are denominated in Namibian Dollars, are interest free and are
subordinated in favour of other creditors of the subsidiary undertaking

The directors are of the opinion that it 1s impractical to measure the loans to subsidiaries at
amortised cost using the effective interest rate method and that to do so would have no benefit to
the consolidated position of the company and its subsidiaries as the balances due to and from
each company eliminate on consolidation
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10 Inventories

11

12

Consumable stores

Trade and Other Receivables

Trade receivables

All amounts fall due for repayment within one year

Trade and other Payables

Trade Payables and
Accruals
Loans from Directors

Group
2012
£

53,745

Group
2012

34,080
264,578

298,658

Group Group
2012 2011

£4,378 £9,263
Group Company Company
2011 2012 2011
£ £ £
49,546 - -
Group Company Company
2011 2012 2011
£ £ £
33,696 12,600 12,000
593,725 264,578 593,725
627,421 277,178 605,725

There are no terms of repayment for the directors’ loans which are Interest free
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Notes forming part of the financial statements for the year ended 28 February 2012 (continued)

13 Denvatives and other Financial Instruments
Financial instruments policies and stralegies

During the period since its incorporation, the group has financed its business with the cash it
has raised through the issue of shares and loans from directors It has used these funds to
acquire and develop business In Namibia The main risk arising from the group's financial
instruments I1s foreign currency risk

At 28 February 2012, the group's financial instruments comprised cash and short-term
recelvables and payables arising directly from its operations and loans from directors The
group's pnmary treasury activity has been the management of cash This has been held so as
to maximise interest earned without compromising the group's need for flexibility in meeting its
cash needs The group 1s not currently actively pursuing a strategy of acquinng investments

Although the group 1s based In the UK, it has a significant investment in Namibia As a result,
the group's sterling balance sheet can be significantly affected by movements in the Namibian
Dollar/Steriing exchange rates '

Fl

Sales of dlamonds are denominated in Namibian Dollars but the price obtained 1s dependent
on market prices set in US Dollars The group incurs costs in both Sterling and Namibian
Dollars

The group has not entered into any derivative transactions during the year

‘&

Short-term receivables and payables have been excluded from the numernical disclosures

below
Interest rate nisk profile of financial assets Floating Rate
2012 2011
£ £
Sterling 15,271 3,123
Namibian dollar 30 7,466
£15,301 £10,589

The financial assets comprise short-term cash deposits The group does not have any material
Interest beaning financial habilities As the group's principal financial instruments 1s cash, the
directors do not consider there to be a matenial difference between the book and far value of
the group's financial assets
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14 Share Capital

Shares
2012 2011 2012 2011
Number Number £ £
Authorised
Ordinary shares of 1p each 445,078,252 445,078,252 4,406,979 4,406,979

Amaortisation of intangible assetls 39,922,460 39,922,460 3.593,021 3,593,021

Total 485,000,712 485,000,712 8,000,000 8,000,000

Allotted, called up and fully pard
Ordinary shares of 1p each 61,821,352 44 302,852 618,214 443 029
Deferred shares of 9p each 39,922,460 39,922,460 3,593,021 3,593,021

101,743,812 84,225,312 4,211,235 4,036,050

The deferred shares have no nights to dividend or to attend any general meetings The shares
shall not be deemed to be vaned or abrogated by the creation or issue of any new shares
ranking in priority to or pan passu with or subsequent to such share

The ordinary shares have attached to them full voting, dividend and capital distribution
(including on winding up} nghts, they do not confer any nghts of redemption

Options

The company has in issue the following options to subscribe for ordinary shares

2012 2011
Number 750,000 750.000

Options are exercisable between 9 January 2010 and 9 January 2013 at an exercise price of
£012p As at 28 February 2011 these options were still outstanding

The directors’ estimate, by reference to formal valuations of options i1ssued in prior periods and
consideration of movements in component factors of those valuations, that the expense to be
recognised under IFRS2 in respect of options 1ssued during the year is not matenal in the
context of group results They consider that the expense of commissioning a separate
valuation would be disproportionate to the benefits obtained Accordingly no adjustments have
been made to reflect the issue of options as an expense of the business and the corresponding
increase In equity of the business
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s

15 Share Premium Account

Group and Company Share Premium Account

£

At 28 February 2011 589,355

Share Issue 437,962

At 28 February 2012 £1,027,317
16 Retained Earnings .
Group £
At 1 March 2011 (3,708,248)
Loss for the year (330,248)
At 28 February 2012 £(4,038,491)
Company £
At 1 March 2011 {490,648)
Loss for the year 71,095

At 28 February 2012 £(661,743)

17 Currency Translation Reserve

Group £
At 1 March 2011 679,835
Loss on currency translation (176,008)

At 28 February 2012 £503,827"
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18 Reconciliation of operating loss to net group cash outflow from operating activities

Operating loss

Depreciation of plant, property
and equipment

Amortisation of intangible assets
Decrease/(Increase) in
inventories

(Increase)/decrease In trade and
other receivables
Increase/(decrease) in trade and
other payables

Net effect of foreign exchange
differences

Net cash (outflow)/inflow from
operating activities

19 Analysis of Net Debt
Net cash

Cash at bank and in hand

Net cash
Cash at bank and 1n hand

Group Company Group Company
2012 2012 2011 2011
£ £ £ £
{330,243) (71,095) (417,239) {76,410)
17,568 - 41,805 -
71,110 - 74,869 -
4,885 - 4,885 -
(4,199) (205,700) (9,651) (193,000)
(328,763) (328,547) (9,832) (3,275)
(38,793) - 22,055 -
£(608,435) £(605,342) £(269,736) £(272,685)
At 1 March 2011 Group At 28 February
Cash flow 2012
£ £ £
10,589 4,712 15,301
At 1 March 2011 Company At 28 February
Cash flow 2012
£ £ £
7,466 7,805 15,271
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20 Reconciliation of net cash flow to movement in net funds

Group Company Group Company
2012 2012 2011 2011
£ £ £ £
Increase/{decrease) in cash
for the year 4,712 7,805 4,111 1,090
Movement in net funds In 4,712 7,805 4,111 1,090
the year
Opening net funds 10,589 7,466 6,478 6,376 '
Closing net funds £15,301 £15,271 £10,589 £7,466

21 Contingent Liabilities

The mining contract undertaken by the group requires the subsidiary, Sonnberg, to remove all
equpment and installations and to rehabilitate all disturbed areas once mining activities have
ceased

Sonnberg pay 1% of sales to a fund held by NAMDEB Diamond Corporation (Proprietary)
Limited, to provide for the costs of environmental rehabilitation The directors’ best estimate 1s
that there 15 no additional hability at the balance sheet date to the contrnbutions already made
to this fund Accordingly, no provision has been made

22 Related Party Transactions

Dunng the year the company recewved loans from Lord Sheppard of Didgemere of £ 148,500
(2011 £208,000), B M Monitz £ 125,500 (2011 £72,000) and ACA Cariton £0 (2011 £0) The
balances owed to these individuals at the year end were £ 189,578 (2011 £324,225), £ 75,000
(2011 £274,500) and £0 (2011 £5,000) respectively The loans are interest free and with no
repayment terms During the year Lord Sheppard of Didgemere, B M Morntz and ACA Carlton
converted respectively £ 283,147, £ 325,000 and £ 5,000 of loans to share capital

23 Foreign Currency Risk

A reasonably possible change in the Sterling against the Namibian Dollar of 10% would reduce
profits by £ 112,429 (2011 £ 100,219) if sterling increases against the Namibian Dollar and
Increase profits by the same amount If sterling decreases against the Namibian Dollar
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2012 2011

£ £

Revenue - -

Administration Expenses (71,095) (76,410)

Operating Loss (71,095) (76,410)
Other interest receivable and similar income - -

(Loss) before tax {(71,095) (76,410)

Income tax expenses - -

(Loss) after tax (71,095) (76,410)

This page does not form part of the statutory accounts
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