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We have audited the accompanying consolidated financial statements of Frontier Rare Earths Limited (the “Company”) and its subsidiaries 
(the “Group”), which comprise the consolidated statements of comprehensive income the consolidated statements of financial position as 
at December 31, 2014 and December 31, 2013, and the statements of changes in equity and statements of cash flows for the years then 
ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
international Financial Reporting Standards as issued by the international accounting Standards Board (“iaSB”). this responsibility includes 
the design, implementation and maintenance of internal controls relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in 
accordance with international Standards on auditing. those standards require that we comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material misstatement.

an audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. the procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. in making those risk assessments, the auditor considers internal 
controls relevant to the Company’s preparation and fair presentation of the consolidated financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company’s internal controls. an audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion 

in our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Frontier Rare Earths 
Limited and its subsidiaries as of December 31, 2014 and December 31, 2013 and their financial performance and cash flows for the years 
then ended in accordance with international Financial Reporting Standards as issued by the iaSB. 

“Grant Thornton”
Grant Thornton Limited 
Chartered Accountants 
St Peter Port, Guernsey, Channel Islands 
Date: March 30, 2015

independent auditor’s report
to the members of Frontier Rare Earths Limited  
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Statement of Director’s Responsibilities
as at December 31, 2014

the Directors are responsible for the preparation of the Directors’ report and the consolidated financial statements for each financial period 
which give a true and fair view of the state of affairs of the Group and of the profit and loss of the Group for that year. in preparing those 
consolidated financial statements, the Directors are required to:

	 •	 select	suitable	accounting	policies	and	then	apply	them	consistently;

	 •	 make	judgments	and	estimates	that	are	reasonable	and	prudent;

	 •	 	prepare	the	consolidated	financial	statements	on	a	going	concern	basis	unless	it	is	inappropriate	to	presume	that	the	Group	will	
continue	in	business;	and

	 •	 	state	whether	applicable	accounting	policies	have	been	followed,	subject	to	any	material	departures	disclosed	and	explained	in	the	
consolidated financial statements.

the Directors are responsible for keeping proper accounting records, which disclose with reasonable accuracy at any time the financial 
position of the Group and to enable them to ensure that the consolidated financial statements comply with international Financial Reporting 
Standards as issued by the international accounting Standards Board (“iaSB”). 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.

Each Director confirms that so far as they are aware, there is no relevant audit information of which the Group’s auditor is unaware. the 
Directors also confirm that they have taken all steps they ought to have taken as a Director to make themselves aware of any relevant audit 
information and to establish that the Group’s auditor is aware of that information.
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Consolidated Statement of Comprehensive income
For the year ended December 31, 2014

Notes 2014 2013

$000 $000

Revenue 3 390 9
Employee costs 6 (3,295) (3,842)
Depreciation 12 (22) (56)
other operating expenses 5 (1,634) (2,123)
impairment of exploration and evaluation assets 11 (762) (37)
Foreign exchange losses 5 (2,255) (4,532)

operating Loss (7,578) (10,581)
Finance expenses 8 (24) (5)
Finance income 8 613 1,003

Loss before tax (6,989) (9,583)
income tax Recovery 9 955 915

net Loss (6,034) (8,668)
other Comprehensive income 
items that will be reclassified subsequently to profit or loss 
– Cumulative translation adjustment (2,963) (5,182)
– Unrealised loss on available for sale financial assets (62)

Loss after tax for the year attributable to equity shareholders (9,059) (13,850)

Loss after tax for the year attributable to:

Equity holders of the parent (4,987) (7,579)
non-controlling interests (1,047) (1,089)

 
(6,034) (8,668)

total comprehensive income for the year attributable to:

Equity holders of the parent (8,399) (13,252)
non-controlling interests (660) (598)

(9,059) (13,850)
 
Basic Loss per share (in cents) 10 (9.4) (14.8)

Diluted Loss per share (in cents) 10 (9.4) (14.8)

the notes on pages 9 to 31 form an integral part of these financial statements. 
the consolidated financial statements were approved by the Board of Directors and authorised for issue on march 30, 2015

“James Kenny”  “Paul McGuinness”

JAMeS KeNNy (Chief Executive Officer)   PAuL MCGuINNeSS (Chief Financial Officer)
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Consolidated Statements of Financial Position
For the year ended December 31, 2014

Notes 2014 2013

$000 $000

assets
non-current assets
Exploration and evaluation assets 11 24,288 22,106
Property, plant and equipment 12 2,595 2,986
Deferred tax assets 19 3,609 2,959
other assets 45 24

30,537 28,075

Current assets
Receivables 14 277 624
Cash and cash equivalents 15 25,114 35,106
accrued interest 15 15 411
available for sale financial assets 26 -
other assets - 35

25,432 36,176

total assets 55,969 64,251

equity and liabilities
Equity
Share capital 16 90 90
Share premium 59,879 59,879
Shares held as treasury shares 16 (726) (726)
Share based payments reserve 5,834 5,315
translation reserve (8,967) (5,000)
Revaluation reserve (62) -
other reserve 18 24,496 24,496
accumulated Deficit (24,240) (19,253)

total interest attributable to equity shareholders 56,304 64,801

non-controlling interest (3,450) (3,407)
Contributions received 18 1,587 915

total equity 54,441 62,309

non-current liabilities
Provisions for the rehabilitation of land 20 4 4

Current liabilities
trade and other payables 21 1,486 1,855
tax liabilities 38 83

total liabilities 1,528 1,942

total equity and liabilities 55,969 64,251

the notes on pages 9 to 31 form an integral part of these financial statements.
the consolidated financial statements were approved by the Board of Directors and authorised for issue on march 30, 2015

“James Kenny”  “Paul McGuinness”

JAMeS KeNNy (Chief Executive Officer)   PAuL MCGuINNeSS (Chief Financial Officer)
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Consolidated Statements of Changes in Equity
For the year ended December 31, 2014

Share
Capital

 $000

Share 
Premium 

$000

Treasury 
Shares

$000

Share Based 
Payments 

Reserve 
$000

Accumulated 
Deficit

$000

Translation
Reserve

$000

Revaluation 
Reserve 

$’000

Other
Reserve

$000

equity 
attributable 
to Company 

shareholders 
$000

Non- 
Controlling 

Interests
$000

Contributions 
received 

$000

Total
equity
$000

At January 1, 2013 90 59,879 (351) 4,754 (11,674) 182 - 24,496 77,376 (2,318) - 75,058
Loss for the year - - - - (7,579) - - - (7,579) (1,089) - (8,668)
Exchange differences 
on translating foreign 
operations - - - - - (5,182) - - (5,182) - - (5,182)

Total comprehensive 
loss 90 59,879 (351) 4,754 (19,253) (5,000) - 24,496 64,615 (3,407) - 61,208
Share based payments - - - 561 - - - - 561 - - 561
Capital Contributions from 
non-controlling interest - - - - - - - - - - 915 915
Purchase of own shares - - (375) - - - - - (375) - (375)
Transactions with 
owners - - (375) 561 - - - - 186 - 915 1,101
At December 31, 2013 90 59,879 (726) 5,315 (19,253) (5,000) - 24,496 64,801 (3,407) 915 62,309

At January 1, 2014 90 59,879 (726) 5,315 (19,253) (5,000) - 24,496 64,801 (3,407) 915 62,309
Loss for the year - - - - (4,987) - - - (4,987) (1,047) - (6,034)
Exchange differences 
on translating foreign 
operations - - - - - (3,350) - - (3,350) 387 - (2,963)
transfer of reserves to 
non-controlling interest - - - - - (617) - - (617) 617 - -
Unrealised loss on 
available for sale financial 
assets - - - - - - (62) - (62) -- - (62)
Total comprehensive 
loss 90 59,879 (726) 5,315 (24,240) (8,967) (62) 24,496 55,785 (3,450) 915 53,250
Share based payments - - - 519 - - - - 519 - - 519
Capital contribution from 
non-controlling interest - - - - - - - - - - 850 850
Exchange difference of 
capital contribution - - - - - - - - - - (178) (178)
Transactions with 
owners - - - 519 - - - - 519 - 672 1,191

At December 31, 2014 90 59,879 (726) 5,834 (24,240) (8,967) (62) 24,496 56,304 (3,450) 1,587 54,441

the notes on pages 9 to 31 form an integral part of these financial statements.
the consolidated financial statements were approved by the Board of Directors and authorised for issue on march 30, 2015

“James Kenny”  “Paul McGuinness”

JAMeS KeNNy (Chief Executive Officer)   PAuL MCGuINNeSS (Chief Financial Officer)
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Consolidated Statements of Cash Flows
For the year ended December 31, 2014

Note 2014 2013

$000 $000

Cash flow from operating activities
Loss before interest and tax (7,578) (10,581)
adjustments for:
Depreciation and impairment 11, 12 784 93
Effect of foreign exchange movements 2,196 4,532
Effect of share based payments 408 561
non cash income from sale of license (269) -
Gain on sale of financial assets (57) -

Net cash flow from operating activities before changes
in working capital (4,516) (5,395)
Decrease/ (increase) in receivables 347 (128)
Decrease in trade and other payables (332) (484)
Corporation tax paid - (28)

Net cash flow used in operating activities (4,501) (6,035)

Investing activities
Payments for property, plant and equipment 12 (2) (529)
Receipts from disposals of property plant and equipment 12 39 -
Payments for exploration and evaluation costs (5,297) (7,465)

Net cash flow used in investing activities (5,260) (7,994)

Financing activities
interest received 1,010 1,839
interest paid and other finance charges (24) (5)
Payment for share buy-back - (375)
Contribution from non-controlling interests 18 850 1,066
Proceeds from sale of financial assets 238 -

Net cash flow generated by financing activities 2,074 2,525

Net decrease in cash and cash equivalents (7,687) (11,504)
Cash and cash equivalents at the beginning of the year 35,106 51,499
Effect of currency translation on cash flows (2,305) (4,889)

Cash and cash equivalents at year end 15 25,114 35,106

the notes on pages 9 to 31 form an integral part of these financial statements.
the consolidated financial statements were approved by the Board of Directors and authorised for issue on march 30, 2015

“James Kenny”  “Paul McGuinness”

JAMeS KeNNy (Chief Executive Officer)   PAuL MCGuINNeSS (Chief Financial Officer)
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notes forming part of the  
consolidated financial statements
For the year ended December 31, 2014

1. Basis of preparation and accounting policies

  Frontier Rare Earths Limited (“Frontier” or the “Company”) is a toronto Stock Exchange listed mineral exploration and development 
company. Frontier and its subsidiaries (the “Group”) are engaged in the exploration for and development of mineral projects in africa, 
and the Group’s current primary focus is on rare earth elements (“REE”) in South africa. the Company is currently evaluating other 
opportunities to selectively expand its mineral project portfolio in africa. in 2013, the Company acquired interests in projects in 
mozambique and Uganda that contain proven graphite mineralisation. the Ugandan graphite project was sold in 2014.

  the Group is headed by a British Virgin islands incorporated company with its registered office being Po Box 3483, Road town, 
tortola. the Group’s place of effective management is KPmG Luxembourg, 39, avenue John F. Kennedy, L-1855 Luxembourg.

 Statement of compliance
  the consolidated financial statements of Frontier Rare Earths Limited have been prepared in accordance with international Financial 

Reporting Standards (“iFRS”) as issued by the international accounting Standards Board (“iaSB”). the consolidated financial 
statements are presented in thousands of U.S. dollars (the “USD” or “$”). the consolidated financial statements have been prepared on 
the historical cost basis, except for the revaluation of available for sale financial instruments.

  New and revised standards that are effective for annual periods beginning on or after January 1, 2014 and have been 
adopted in these statements

  Amendments to IAS 32 ‘Financial Instruments: Presentation’ (Offsetting Financial Assets and Financial Liabilities)
   these amendments clarify the application of certain offsetting criteria in iaS 32, including:

	 •	 	the	meaning	of	‘currently	has	a	legally	enforceable	right	of	set-off’

	 •	 	that	some	gross	settlement	mechanisms	may	be	considered	equivalent	to	net	settlement.

  as the Group does not currently present any of its financial assets and financial liabilities on a net basis using the provisions of iaS 32, 
these amendments had no material effect on the consolidated financial statements for any period presented.

  Amendments to IFRS 10 ‘Consolidated Financial Statements’, IFRS 12 ‘Disclosure of Interests in Other entities’ and IAS 27 
‘Separate Financial Statements’ (Investment entities)

  the amendments define the term investment entity, provide supporting guidance and require investment entities to measure 
investments in the form of controlling interests in another entity at fair value through profit or loss.

 as the Company does not qualify as an investment entity, these amendments had no effect on the financial statements.

  Amendments to IAS 39 ‘Financial Instruments: Recognition and Measurement’ (Novation of Derivatives and Continuation of 
Hedge Accounting)

  this amendment makes it clear that there is no need to discontinue hedge accounting if a hedging derivative is novated, provided 
certain criteria are met. a novation indicates an event where the original parties to a derivative agree that one or more clearing 
counterparties replace their original counterparty to become the new counterparty to each of the parties. in order to apply the 
amendments and continue hedge accounting, novation to a central counterparty must happen as a consequence of laws or regulations 
or the introduction of laws or regulations.

  management has reviewed the application of the amendments in iaS 39 and has concluded that there is no effect on these 
consolidated financial statements.

  Amendments to IAS 36 ‘Impairment of Assets’ (Recoverable Amount Disclosures for Non-Financial Assets)
  these amendments clarify that an entity is required to disclose the recoverable amount of an asset (or cash generating unit) whenever 

an impairment loss has been recognised or reversed in the period. in addition, they introduce several new disclosures required to be 
made when the recoverable amount of impaired assets is based on fair value less costs of disposal, including:

	 •	 	additional	information	about	fair	value	measurement	including	the	applicable	level	of	the	fair	value	hierarchy,	and	a	description	of	
any valuation techniques used and key assumptions made

	 •	 the	discount	rates	used	if	fair	value	less	costs	of	disposal	is	measured	using	a	present	value	technique.

  these amendments had no material effect on the consolidated financial statements for any period presented as the impairment 
recognised relates to assets that have no recoverable amount.

  Standards, amendments and interpretations to existing standards that have been issued but are not yet effective and have 
not been adopted early by the Group

   at the date of authorisation of these financial statements, certain new standards, and amendments to existing standards have been 
published by the iaSB that are not yet effective, and have not been adopted early by the Group. information on those expected to be 
relevant to the Group’s consolidated financial statements is provided below.
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notes forming part of the  
consolidated financial statements (continued) 
For the year ended December 31, 2014

1. Basis of preparation and accounting policies (continued)

  management anticipates that all relevant pronouncements will be adopted in the Group’s accounting policies for the first period 
beginning after the effective date of the pronouncement. new standards, interpretations and amendments not either adopted or listed 
below are not expected to have a material impact on the Group’s consolidated financial statements.

 IFRS 9 ‘Financial Instruments’ (2014)
	 	The	IASB	recently	released	IFRS	9	‘Financial	Instruments’	(2014),	representing	the	completion	of	its	project	to	replace	IAS	39	

‘Financial	Instruments:	Recognition	and	Measurement’.	The	new	standard	introduces	extensive	changes	to	IAS	39’s	guidance	on	the	
classification	and	measurement	of	financial	assets	and	introduces	a	new	‘expected	credit	loss’	model	for	the	impairment	of	financial	
assets. iFRS 9 also provides new guidance on the application of hedge accounting.

  the Group’s management have yet to assess the impact of iFRS 9 on these consolidated financial statements. the new standard is 
required to be applied for annual reporting periods beginning on or after January 1, 2018.

 Amendments to IFRS 11 ‘Joint Arrangements’ (Accounting for Acquisitions of Interests in Joint Operations)
  this amendment requires an acquirer of an interest in a joint operation in which the activity constitutes a business to apply all of the 

business	combinations	accounting	principles	in	IFRS	3	‘Business	Combinations’	and	other	IFRSs,	except	for	those	principles	that	
conflict with the guidance in iFRS 11 and to disclose the information required by iFRS 3 and other iFRSs for business combinations. 
the amendments apply both to the initial acquisition of an interest in joint operation, and the acquisition of an additional interest in a 
joint operation.

  the Group’s management have yet to assess the impact of iFRS 11 on these consolidated financial statements. the amendment is 
required to be applied for annual reporting periods beginning on or after January 1, 2016.

  Amendments to IAS 16 ‘Property, Plant and equipment’ and IAS 38 ‘Impairment of Assets’ (Clarification of Acceptable 
Methods of Depreciation and Amortisation)

  these amendments clarify that a depreciation method that is based on revenue that is generated by an activity that includes the use of 
an asset is not appropriate for property, plant and equipment. it also introduces a rebuttable presumption that an amortisation method 
that is based on the revenue generated by an activity that includes the use of an intangible asset is inappropriate, which can only be 
overcome in limited circumstances where the intangible asset is expressed as a measure of revenue, or when it can be demonstrated 
that revenue and the consumption of the economic benefits of the intangible asset are highly correlated. Guidance is also included 
with regard to the expected future reductions in the selling price of an item that was produced using an asset that could indicate the 
expectation of technological or commercial obsolescence of the asset, which, in turn, might reflect a reduction of the future economic 
benefits embodied in the asset.

 the Group’s management have yet to assess the impact of these amendments on these consolidated financial statements. the  
 amendments are required to be applied for annual reporting periods beginning on or after January 1, 2016.

 Amendments to IFRS 10 ‘Consolidated Financial Statements’ and IAS 28 ‘Investments in Associates and Joint Ventures’  
 (Sale or Contribution of Assets between an Investor and its Associate or Joint Venture)
 this amendment clarifies the treatment of the sale or contribution of assets from an investor to its associate or joint venture, as follows:

	 •	 	require	full	recognition	in	the	investor’s	financial	statements	of	gains	and	losses	arising	on	the	sale	or	contribution	of	assets	that	
constitute a business (as defined in iFRS 3 Business Combinations)

	 •	 	require	the	partial	recognition	of	gains	and	losses	where	the	assets	do	not	constitute	a	business,	i.e.	a	gain	or	loss	is	recognised	
only to the extent of the unrelated investors’ interests in that associate or joint venture.

  these requirements apply regardless of the legal form of the transaction, e.g. whether the sale or contribution of assets occurs by an 
investor transferring shares in an subsidiary that holds the assets (resulting in loss of control of the subsidiary), or by the direct sale of 
the assets themselves.

  the Groups’ management have yet to assess the impact of the amendments on these consolidated financial statements. the 
amendments are required to be applied for annual reporting periods beginning on or after January 1, 2016. 

 IFRS 15 ‘Revenue from Contracts with Customers’
 iFRS 15 provides a single, principles based five-step model to be applied to all contracts with customers. 

 the five steps in the model are as follows:

	 •	 	Identify	the	contract	with	the	customer

	 •	 	Identify	the	performance	obligations	in	the	contract

	 •	 	Determine	the	transaction	price

	 •	 	Allocate	the	transaction	price	to	the	performance	obligations	in	the	contracts

	 •	 	Recognise	revenue	when	(or	as)	the	entity	satisfies	a	performance	obligation.
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  Guidance is provided on topics such as the point in which revenue is recognised, accounting for variable consideration, costs of fulfilling 
and obtaining a contract and various related matters. new disclosures about revenue are also introduced.

  the Groups’ management have yet to assess the impact of iFRS 15 on these consolidated financial statements. the standard is 
required to be applied for annual reporting periods beginning on or after January 1, 2017. 

 Comparative Information
  Balances as of and for the year ended December 31, 2013 are shown as comparatives for the equivalent December 31, 2014 

balances.

 Basis of consolidation
  the consolidated financial statements include the results of the Company and all of its subsidiary undertakings. a subsidiary is an entity 

controlled, directly or indirectly, by the Group. the Company controls a subsidiary if it is exposed or has rights to variable returns from its 
involvement with the subsidiary and has the ability to affect those returns through its power over the subsidiary. all subsidiaries have a 
reporting date of December 31.

  the consolidated financial statements present the results of the Group as if it formed a single entity. inter-company transactions and 
balances between Group companies are therefore eliminated in full. amounts reported in the financial statements of subsidiaries have 
been adjusted where necessary to ensure consistency with the accounting policies adopted by the Group.

  Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are recognised from the effective 
date of acquisition or up to the effective date of disposal, as applicable.

  non-controlling interests, presented as part of equity represent the portion of a subsidiary’s profit or loss and net assets that is not held 
by the Group. the Group attributes total comprehensive income or loss of subsidiaries between owners of the parent and the non-
controlling interest based on their respective ownership interests.

 exploration and evaluation Assets
  Exploration and evaluation costs related to an area of interest are carried forward as an exploration and evaluation asset in the 

statement of financial position where the rights of tenure of an area are current and it is considered probable that the costs will be 
recouped through successful development and exploitation of the area of interest, or alternatively by its sale. Where these conditions 
are not met, such costs are written off as incurred. this expenditure is carried at cost less impairment. Capitalised expenditure typically 
consists of salaries associated with staff working directly on the asset, expenditure on consultants and exploration drilling, feasibility 
studies and other related costs directly attributable to the assets. Exploration and evaluation assets are assumed to have an indefinite 
life until such time as production from the associated mining asset commences at which time the definite life of the mining assets will 
be assessed based on the estimated mine life.

 
 Development expenditure incurred by or on behalf of the Group is also classified as an exploration and evaluation asset and is   
  accumulated separately for each area of interest in which economically recoverable resources have been identified. Such expenditure 

comprises acquisition cost and other incurred cost directly attributable to the construction of a mine and the related infrastructure. this 
expenditure is carried at cost less impairment.

  Exploration, evaluation and development expenditure is categorised under Exploration and evaluation assets in the Statement 
of Financial Position. Exploration and development costs include all directly attributable expenditure together with the relevant 
depreciation on plant and equipment utilised within the project.

  once a development decision has been taken, the carrying amount of the exploration and evaluation expenditure in respect of the area 
of	interest	is	aggregated	with	the	development	expenditure	and	classified	under	non-current	assets	as	‘mining	property’	with	property,	
plant and equipment.

	 	No	amortisation	is	recognised	in	respect	of	exploration,	evaluation	and	development	expenditure	until	it	is	reclassified	as	a	‘mining	
property’. 

  Exploration, evaluation and development expenditure and mining property is tested for impairment annually if facts and circumstances 
indicate that impairment may exist. Exploration, evaluation and development expenditure is also tested for impairment once commercial 
reserves are found, before the assets are transferred to mining property. 

  identifiable exploration, evaluation and development assets acquired as part of a business combination are recognised as assets at 
their fair value, as determined by the requirements of iFRS 3, Business Combinations. Exploration and evaluation expenditure incurred 
subsequent to the acquisition is accounted for in accordance with the policy outlined above.
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1. Basis of preparation and accounting policies (continued)

 Property, plant and equipment
  as no finite useful life for land can be determined related carrying amounts are not depreciated.

  all other property, plant and equipment are stated at cost of acquisition less accumulated depreciation and impairment losses. 
Depreciation is provided on a straight-line basis at rates calculated to write off the cost less the estimated residual value of each asset 
over its expected useful economic life. the residual value is the estimated amount that would currently be obtained from disposal of the 
asset if the asset was already of the age and in the condition expected at the end of its useful life.

office equipment – 3 to 10 years
motor vehicles – 3 to 5 years
mining plant & equipment – 3 to 10 years
other assets – 3 to 10 years.

  the carrying value of tangible fixed assets is assessed annually and any impairment is charged to the Statement of Comprehensive 
income. the expected useful economic life of tangible fixed assets is reviewed annually.

  an item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected to arise 
from the continued use of the asset. any gain or loss arising on derecognition of the asset (calculated as the difference between the 
net disposal proceeds and the carrying amount of the item) is included in the statement of comprehensive income in the year the item 
is derecognized in profit or loss.

 Impairment of non-financial assets
  the Group assesses at each reporting date whether there is an indication that an asset may be impaired. if any such indication exists, 

or when annual impairment testing for an asset is required, the Group estimates the asset’s recoverable amount. an asset’s recoverable 
amount is the higher of the asset’s (or cash-generating unit’s) fair value less costs of disposal and its value in use. Where the carrying 
amount of an asset (or cash-generating unit) exceeds its recoverable amount, the asset (or cash-generating unit) is considered 
impaired and is written down to its recoverable amount. in assessing value in use, the estimated future cash flows are discounted to 
their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks 
specific to the asset (or cash-generating unit). in determining fair value less costs to sell, an appropriate valuation model is used. 

  impairment losses of continuing operations are recognised in profit or loss in those expense categories consistent with the function 
of the impaired asset (or cash-generating unit). For assets, excluding goodwill, an assessment is made at each reporting date as to 
whether there is any indication that previously recognised impairment losses may no longer exist or may have decreased. if such 
indication exists, the Group makes an estimate of the recoverable amount. a previously recognised impairment loss is reversed only 
if there has been a change in the estimates used to determine the asset’s (or cash-generating unit’s) recoverable amount since the 
last impairment loss was recognised. if that is the case, the carrying amount of the asset (or cash-generating unit) is increased to its 
recoverable amount. that increased amount cannot exceed the carrying amount that would have been determined, net of depreciation, 
had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss.

 
 Financial assets
  Financial assets are recognised when the Group becomes a party to the contractual provisions of the financial instrument and are 

measured initially at fair value adjusted for transaction costs, except for those carried at fair value through profit or loss which are 
measured initially at fair value. Financial assets include cash and other financial instruments. Financial assets are classified into the 
following categories: financial assets at fair value through profit or loss, loans and receivables, held to maturity investments and 
available for sale financial assets. Financial assets are assigned to the different categories by management on initial recognition, 
depending on the purpose for which the investments were acquired. 

  Derecognition of financial assets occurs when the right(s) to receive cash flows from the financial instrument(s) expire or are 
transferred and substantially all of the risks and rewards of ownership have been transferred. 

 Receivables

   Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
Receivables are in the loans and receivables category. after initial measurement, loans and receivables are carried at amortised cost 
using the effective interest method less any allowance for impairment. Gains and losses are recognised in profit or loss when the loans 
and receivables are derecognised or impaired, as well as through the amortisation process.

 Available for sale financial assets

  available for sale financial assets are non-derivative financial assets that are either designated to this category or do not qualify for 
inclusion in any of the other categories of financial assets. the Group’s available for sale financial assets include listed equity securities.

   Gains and losses are recognised in other comprehensive income and reported within the revaluation reserve within equity, except for 
dividend income, impairment losses and foreign exchange differences on monetary assets, which are recognised in profit or loss. When 
the asset is disposed of or is determined to be impaired, the cumulative gain or loss recognised in other comprehensive income is 

notes forming part of the  
consolidated financial statements (continued) 
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1. Basis of preparation and accounting policies (continued) 

  reclassified from the equity reserve to profit or loss. impairment reversals on equity investments are not recognised in profit or loss and 
any subsequent increase in fair value is recognised in other comprehensive income.

 Cash and cash equivalents
  these include cash in hand, deposits held at call with banks together with other short term, highly liquid investments that are readily 

convertible into known amounts of cash and which are subject to an insignificant risk of change in value. Bank overdrafts are shown 
within current liabilities on the statement of financial position.

 Financial liabilities
   Financial liabilities are recognised when the Group becomes a party to the contractual terms of the instrument. Financial liabilities are 

derecognised when they are extinguished, discharged, cancelled or expire.

  the Group’s financial liabilities include:

 Trade and other payables 

  these are initially recognised at fair value less transaction costs. these arise principally from the receipt of goods and services. there is 
no material difference between the invoiced value and the value calculated on an amortised cost basis.

 Provisions
  a provision is recognised in the statement of financial position when the Group has a present legal or constructive obligation as a result 

of a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation. if the effect is material, 
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects the current market assessment 
of the time value of money and, where appropriate, the risks specific to the liability.

  Provisions are measured at the estimated expenditure required to settle the present obligation, based on the most reliable evidence 
available at the reporting date, including the risks and uncertainties associated with the present obligation. in situations where a 
possible outflow of economic resources as a result of present obligations is considered improbable or remote, no liability is recognised.

 Pensions
  the Group makes discretionary payments on behalf of certain employees to pensions schemes. the Group has no legal or constructive 

obligations to pay these contributions. Contributions are charged to profit or loss or capitalised where appropriate on an accruals basis. 
the Group does not operate any defined benefit pension schemes or similar arrangements.

  Foreign currency
  the individual financial statements of each Group entity are presented in the currency of the primary economic environment in which 

the entity operates (its functional currency). For the purpose of the consolidated financial statements, the results and financial position 
of each entity are expressed in U.S. Dollars which is the presentation currency for the Group’s financial statements and the functional 
currency of the Company. 

  in preparing the financial statements of the individual entities, transactions in currencies other than the entity’s functional currency 
(foreign currencies) are recorded at the yearly average rates of exchange. at each reporting date, monetary items denominated in 
foreign currencies are translated at the rates prevailing at the reporting date. non-monetary items measured at historical cost are 
translated using the exchange rate at the date of the transaction and not re-translated. 

  Exchange differences arising on the settlements of monetary items and on the retranslation of monetary items are included in the profit 
or loss. 

  For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign operations (including 
comparatives) are expressed in U.S. Dollars using exchange rates prevailing at the reporting date. income and expense items are 
translated at the average exchange rates for the period. the major rates used are the U.S. Dollar rates for the Canadian Dollar and the 
South african Rand. the average rate in 2014 for the Canadian Dollar against the U.S Dollar was 1.108 and the rate at the reporting 
date was 1.163. the average rate in 2014 for the South african Rand against the U.S. Dollar was 10.846 and the rate at the reporting 
date was 11.599. Exchange differences arising, if any, are charged to other comprehensive income and recognised in the translation 
reserve in Equity. Depending on the economic effects of the exchange rate changes, a positive or negative translation adjustment may 
arise.

  Foreign currency movements arising from the Group’s net investment in subsidiary companies whose functional currency is not U.S. 
Dollars are recognised in the translation reserve, included within equity until such time as the relevant subsidiary company is sold, 
whereupon the net difference relating to this disposal is transferred to profit or loss.
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1. Basis of preparation and accounting policies (continued) 

 Taxation
  income tax expense or taxation recoverable represents the sum of the tax currently payable or recoverable and deferred tax.

  the tax currently payable is based on taxable profit for the year. taxable profit differs from profit as reported in profit or loss because it 
excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable 
or deductible. the Group’s liability for current tax is calculated using tax rates that have been enacted or substantially enacted by the 
reporting date.

  Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial statements and the 
corresponding tax bases used in the computation of taxable profit, and are accounted for using the balance sheet liability method. 
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the 
extent that it is probable that taxable profits will be available against which deductible temporary differences can be utilised.

  the carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable 
that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Deferred tax is calculated at the tax rates 
that are expected to apply in the period when the liability is settled or the asset realised. Deferred tax is charged or credited to profit or 
loss, except when it relates to items charged or credited directly to other comprehensive income or equity, in which case the deferred 
tax is also dealt with in other comprehensive income or equity.

  Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset current tax assets and liabilities 
and the deferred tax assets and liabilities relate to taxes levied by the same tax authority on either the same taxable Group entity or 
different Group entities which intend to settle current tax assets and liabilities on a net basis, or to realise the assets and settle the 
liabilities simultaneously, in each future period in which significant amounts of deferred tax assets or liabilities are expected to be 
settled or recovered.

  expense Recognition
  Cost and expenses are recognized in the statement of comprehensive income upon utilization of the service or at the date they are 

incurred. all finance costs are reported on an accrual basis.

 equity
  Share Capital is determined using the nominal value of shares that have been issued. 

  Share Premium includes any premiums received on issue of share capital. any transaction costs associated with the issuing of shares 
are deducted from Share Premium, net of any related income tax benefit.

  Foreign currency translation differences arising from the translation of the Group’s foreign entities are included in the translation 
Reserve.

  Share Based Payments reserve is the increase in equity, over the period in which the performance and/or service conditions are 
fulfilled, arising from share-based payment arrangements.

 
  Dividend distributions payable to equity shareholders are included in trade and other Payables when dividends have been approved in 

a general meeting prior to the reporting date.

  accumulated deficit includes all current and prior period results.

  Revaluation Reserve comprises gains and losses relating to available for sale financial assets.
 other reserves comprise of gains from the disposal of interest in the group’s subsidiaries.
  Contribution from non-controlling interest comprises of contributions from Korea Resources Corporation (“Kores”). Following Kores’ 

acquisition of 10% interest in the Group’s Zandkopsdrift project rare earth related subsidiaries, Kores was obliged to fund the 
operational costs of the subsidiaries pro rata to its equity participation. 

 Share based payments
  Certain Group employees, consultants and underwriters are or have been rewarded with share based instruments. these are stated at 

fair value at the date of grant and either expensed to the Statement of Comprehensive income, capitalised to exploration and evaluation 
assets or included in the costs of equity issuance, based on the activity of the employee, consultant, or underwriters as appropriate over 
the vesting period of the instrument. none of the Group’s plans feature any options for a cash settlement.

  Fair value is estimated using a standard option pricing model. the estimated life of the instrument used in the model is adjusted for 
management’s best estimate of the effects of non-transferability, exercise restrictions and behavioural considerations. no adjustment is 
made to any expense recognised in prior periods if share options ultimately exercised are different to that estimated on vesting.

  the proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value) and share premium 
when the options are exercised.

notes forming part of the  
consolidated financial statements (continued) 
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1. Basis of preparation and accounting policies (continued) 

 Segment Reporting
  a segment is a distinguishable component of the Group using the measures reported to the chief operating decision maker. Details of 

segmental analysis are provided in note 4 to the financial statements.

2. critical accounting estimates and judgments

  the Group makes a number of judgements, estimates and assumptions about the recognition and measurement of assets, liabilities, 
income and expenses.

 Significant management judgement
  the following are significant management judgements in applying the accounting policies of the Group that have the most significant 

effect on the financial statements.

 (i) Recoverability of exploration and evaluation assets, mining property and mining equipment. 

   the recoverability of the carrying value of the Group’s exploration, evaluation and development expenditure and mining property is 
dependent upon the success of the Group in discovering economic and recoverable mineral resources. the estimation of future 
revenue flows relating to these assets is uncertain and will also be affected by competition, relative exchange rates between the 
U.S. Dollar and the South african Rand and potential new legislation and related environmental requirements.

 (ii) Recognition of Deferred Tax Assets

   the extent to which deferred tax assets can be recognised is based on an assessment of the probability of the Group’s future 
taxable income against which the deductible temporary differences can be utilised. in addition, significant judgement is required in 
assessing the impact of any legal or economic limits or uncertainties in various tax jurisdictions.

 (iii) Determination of Functional Currency

   the individual financial statements of each Group entity are presented in the currency of the primary economic environment in 
which the entity operates. For the purpose of the consolidated financial statements, the results and financial position of each entity 
are expressed in U.S. Dollars which is the presentation currency for the Group’s financial statements and the functional currency 
of the Company. U.S. Dollars are the functional currency of the Company as the Company raises funds in inter alia U.S. Dollars to 
support the subsidiaries operations and a significant portion of expenses of the Company are denominated in U.S. Dollars.

 
 estimation uncertainty
  information about estimates and assumptions that have the most significant effect on recognition and measurement of assets, 

liabilities, income and expenses is provided below. actual results may be substantially different.

 (i) Rehabilitation provisions

   the Group makes estimates of future site rehabilitation costs (rehabilitation provisions) based upon current legislation in South 
africa (or elsewhere as appropriate), technical reports and estimates provided by the Group’s senior management and consultants. 
these estimates will be affected by actual legislation in place, actual exploration and/or mining activity to be performed and actual 
conditions of the relevant sites when the rehabilitation activity is to be performed in future periods. 

 (ii) Impairment testing

   the recoverable amounts of assets have been determined based on the higher of value-in-use calculations and fair values less 
costs to sell. these calculations require the use of estimates and assumptions. it is reasonably possible that the assumptions may 
change which may impact our estimates and may then require a material adjustment to the carrying value of tangible assets and 
exploration and evaluation assets.

   
   the Group reviews and tests the carrying value of tangible and exploration and evaluation assets when events or changes in 

circumstances suggest that the carrying amount many not be recoverable. assets are grouped at the lowest level for which 
identifiable cash flows are largely independent of cash flows of other assets and liabilities. if there are indications that impairment 
may have occurred, estimates are prepared of expected future cash flows for each group of assets.

   Expected future cash flows used to determine the value in use of tangible and exploration and evaluation assets are inherently 
uncertain and could materially change over time.

   impairments recognised in 2013 and 2014 relate to prospecting licenses that are no longer of interest to the Group.
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2. critical accounting estimates and judgments (continued) 

 (iii) Useful Life of Property, Plant and Equipment 

   the Group estimates the useful lives of property, plant and equipment based on the period over which the assets are expected 
to be available for use. the estimated useful lives of property, plant and equipment are reviewed periodically and are updated if 
expectations differ from previous estimates due to physical wear and tear, technical or commercial obsolescence and legal or other 
limits on the use of the assets. in addition, estimation of the useful lives of property, plant and equipment is based on collective 
assessment of industry practice, internal technical evaluation and experience with similar assets. it is possible, however, that future 
results of operations could be materially affected by changes in estimates brought about by changes in factors mentioned above. 
the amounts and timing of recorded expenses for any period would be affected by changes in these factors and circumstances. a 
reduction in the estimated useful lives of property, plant and equipment would increase recorded operating expenses and decrease 
non-current assets.

 (iv) Valuation of Share options

   the Group’s valuation of share options is based on a number of underlying assumptions such as the historical share price volatility, 
risk-free interest rate, expected option life, share price at grant date and dividend yield. it is also affected by the appropriateness 
of the model used. Variation in these assumptions may significantly impact the value of share option and the employee costs 
recognised in the consolidated financial statements. the Group uses the services of a valuation expert to assess the value of share 
options at the date of grant.

 (v) Collectability of receivables

   the Group reports all receivables at gross amounts. on a continuing basis, the Group analyses delinquent receivables and, once 
these receivables are determined to be uncollectible, they are written off through a charge against income.

 (vi) Realisable amount of deferred tax assets

   the Group reviews its deferred tax assets at each statement of financial position date and reduces the carrying amount to the 
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be 
utilized.

3. revenue

  the Group is involved in exploration and evaluation and has generated no operational revenues during the period. one off income 
relating to the sale of an interest in a prospecting license in Uganda was generated during the year. interest income represents interest 
earned on cash and cash equivalents held as deposits with major international financial institutions. 

4. segmental analysis

  management is of the opinion that the Group operated in the year in two segments. the primary segment relates to the Zandkopsdrift 
rare earth elements project, for which the expenditure during the year was related to the preliminary feasibility study that is currently 
being carried out on the project. the secondary segment relates to the acquisition of and exploration projects for minerals other than 
rare earth elements. During the year the Group operated in one principal geographic area – africa. the Group is mainly focused on 
its principal asset, the Zandkopsdrift Project, and expenditure on other exploration projects is not considered material at this time in 
relation to that on the Zandkopsdrift Project.

 
  the Group does have activities in other geographical areas including exploration and the ad hoc raising of funds and incurring of 

expenditure in relation to the Company’s activities as a holding company. none of this activity is considered to be significantly different 
to the principal activity of the Group within africa.

notes forming part of the  
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4. segmental analysis (continued)

2014
Zandkopsdrift

$000

2014
Other Projects

$000

2014
Total
$000

Exploration and Evaluation assets 23,008 1,280 24,288
Property, Plant and Equipment 1,828 767 2,595

2013
Zandkopsdrift

$000

2013
Other Projects

$000

2013
Total
$000

Exploration and Evaluation assets 20,846 1,260 22,106
Property, Plant and Equipment 2,039 947 2,986

5. other operating expenses and foreign exchange losses

2014
$000

2013
$000

Operating loss for the year is stated after charging:
auditor’s remuneration (note 7) 55 63
General overheads 1,579 2,060

1,634 2,123

  in 2014, the Group recorded a foreign exchange loss of $2.3m (2013 a loss of $4.5m) this is a result of the significant depreciation 
of the Canadian Dollar and the South african Rand against the U.S. Dollar during the year. as the Group holds substantially all of its 
assets in either South african Rand or Canadian Dollars, significant gains and losses can occur in the financial statements.

6. employee costs

 the average number of persons employed during the year, including directors, was:

2014
Number

2013
Number

Directors 3 3
operations 23 33

26 36

 Staff costs included in these statements:

2014
$000

2013
$000

Wages and salaries 3,840 4,643
other costs 62 33
Share based payments 519 556
total staff costs 4,421 5,232

Capitalised during the period (1,126) (1,390)

total staff costs included in expenses 3,295 3,842

  Staff costs capitalised during the year relate to staff who were working directly on project exploration and evaluation of mining  
properties. Directors include individuals employed directly by the Group and those providing their services through a consulting 
company.
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6. employee costs (continued)

   Directors’ remuneration in 2014 totalled $2.6m (2013: $2.6m) and comprised $385,000 (2013: 350,000) in non-cash settled share 
based payments (calculated using option pricing models as disclosed in note 17), $133,000 in Directors’ Fees (2013: $152,000) and 
$2.1m (2013: $2.0m) in salary, pension, benefits and consulting fees. 

  Consulting fees which formed part of and were not additional Directors’ remuneration and/or consultancy fees were or will be paid 
to mG Capital Limited, Frontier advisers Limited, Conquerer management Limited and/or other companies associated with certain 
individual Directors or through which the services of certain individual Directors are provided. 

  Share based payments include the value of the options that have been earned during the year based on the value of the options at the 
date of grant amortised over the vesting period based on the vesting criteria of those options. it also includes a charge in respect of 
options cancelled during the year for the amounts unamortised at the date of cancellation. See note 17.

7. auditors’ remuneration

2014
$000

 2013
$000

Fees payable for the audit of the Group’s financial statements 55 63

55 63

8. finance income and expenses

2014
$000

2013
$000

Deposit interest income 613 1,003
Finance income 613 1,003

other finance expenses (bank changes) (24) (5)
Finance Expenses (24) (5)

9. taxation 

 the components of tax credit as reported in the statement of comprehensive income are as follows:

2014
$000

2013
$000

Reported in comprehensive income
Deferred tax credit of overseas subsidiaries (note 19) 970 944
Corporation tax (15) (29)

total tax for the year 955 915

 

notes forming part of the  
consolidated financial statements (continued) 
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9. taxation (continued) 

 Factors affecting tax charge for the year

2014
$000

2013
$000

Loss before tax (6,989)  (9,583)

tax on Loss at Luxembourg standard rate of 29.22% - -
Effects of: 
Deferred tax credit from South african subsidiaries 970 944
other differences related to current tax charge (15) (29)

tax credit to statement of comprehensive income 955 915

total tax analysed as:
Credit to statement of comprehensive income 955 915

total tax credit 955 915

10. loss per share

  the calculation of the basic loss per share is 9.4 cents per share (2013 – 14.8 cents per share) and is based upon the loss attributable 
to the ordinary shareholders of $8.4m (2013 - loss of $13.3m) and a weighted average number of shares in issue for the year of 
89,562,781 (2013 – 89,562,781). See note 16. 

 Diluted loss per share
  the diluted loss per share in 2014 is 9.4 cents per share as the diluted weighted average number of shares of 89,562,781 is the 

same as the weighted average number of shares based on the share price at December 31, 2014 using the treasury stock method. 
the diluted loss per share in 2013 was 14.8 cents per share and was based on a diluted weighted average number of shares of 
89,562,781 based on the share price at December 31, 2013 using the treasury stock method. 

 the principal instruments which are potentially dilutive are described in notes 16 and 17. 

 the calculation of the diluted weighted average number of shares is set out below

number of shares in issue during the year (a) 89,562,781
number of in the money options at year end (B) nil
Proceeds from the exercise of in the money options if exercised nil
Share price at year end CaD$0.18
number of shares acquired with the proceeds from the exercise of in the money options (C) nil
Weighted average number of shares in issue (a+B-C) 89,562,781
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11. exploration and evaluation assets

 Deferred exploration and evaluation

 
2014 
$000

2013
$000

Cost
at January 1 22,106 18,633

Capitalised during the period 5,316 7,503
impairment (762) (37)
Foreign exchange loss (2,372) (3,993)

at December 31 24,288 22,106

  the Group’s projects are at the exploration and evaluation stages, and production together with the related amortisation of these 
assets has not yet commenced. Exploration and Evaluation assets are subject to annual impairment testing and whenever there is an 
indication of impairment. an impairment of $762,000 was recognised in 2014 relating to certain exploration licenses that are no longer 
of interest to the Group (2013: $37,000). this is presented as impairment of exploration and evaluation assets in the statements of 
comprehensive income. impairments relate to exploration activities classified as other Projects in the segmental analysis in note 4.

notes forming part of the  
consolidated financial statements (continued) 
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12. property, plant and equipment 

Land
$000

Mining plant 
$000

Office equipment
$000

Motor vehicles
$000

Total
$000

Cost
at January 1, 2013 2,454 322 226 448 3,450

additions 512 - 17 - 529
Reclassification 147 (147) - - -
Foreign exchange loss on translation (518) (30) (28) (63) (639)

at December 31, 2013 2,595 145 215 385 3,340

at January 1, 2014 2,595 145 215 385 3,340

additions - - 2 - 2
Disposals - (4) - (69) (73)
Foreign exchange loss on translation (250) (28) (39) (75) (392)

at December 31, 2014 2,345 113 178 241 2,877

Depreciation
at January 1, 2013 - (73) (68) (119) (260)
Charged to income for the year - - (54) (2) (56)
Capitalised to exploration and evaluation assets - (9) (18) (11) (38)

at December 31, 2013 - (82) (140) (132) (354)

at January 1, 2014 - (82) (140) (132) (354)

Charged to income for the year - (1) (13) (8) (22)
Capitalised to exploration and evaluation assets - (28) (11) (12) (51)
Depreciation on disposals - 2 - 24 26
Foreign exchange gain on translation - 26 44 49 119
at December 31, 2014 - (83) (120) (79) (282)

net book value at December 31, 2013 2,595 63 75 253 2,986

net book value at December 31, 2014 2,345 30 58 162 2,595

  note that some of the assets were also used in mining operations and therefore some of the depreciation has been capitalised. as at December 31, 2014 $284,000 of accumulated 
depreciation has been capitalised (2013: $233,000).
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13. suBsidiary companies 

 at December 31, 2014 the Company had the following subsidiary undertakings:

Name
2014

Shareholding
2013

Shareholding Business activities
Country of

Incorporation

Sedex minerals (Proprietary) Limited  
and mining 64% 64% Exploration South africa

Frontier Separation (Proprietary) Limited 90% 90% Development of South africa
separation plant

Sedex Desalination 64% 64% Development of South africa
(Proprietary) Limited desalination plant

Saldana Utilities (Proprietary) Limited 90% 90% Development of South africa
support infrastructure

namaqualand minerals (Proprietary) Limited 74% 74% Dormant South africa

hJC minerals (Proprietary) Limited 74% 74% Dormant South africa

Frontier minerals (Proprietary) Limited 74% 74% Dormant South africa
(formerly Bushmanland minerals)

Victor minerals (Proprietary) Limited 74% 74% Dormant South africa

Saam minerals (Proprietary) Limited 74% 74% Dormant South africa

Frontier Rare metals (Proprietary) Limited 74% 74% Dormant South africa

Frontier Rare Earths Sa (Proprietary) Limited 100% 100% Exploration and mining South africa

Dombeya mineracao LDa 70% 70% Exploration and mining mozambique

Frontier Exploration Uganda Limited 100% 100% Exploration and mining Uganda
 

Frontier Luxembourg 1 Limited 100% 100% holding Company Luxembourg

Frontier Luxembourg 2 Limited 100% 100% holding Company Luxembourg

Frontier FZE 100% 100% holding Company 
United arab 

Emirates

Frontier Exploration Limited 100% 100% holding Company
British Virgin 

islands

Frontier Exploration 2 Limited 100% 100% holding Company
British Virgin 

islands

Frontier Corporate Services Limited 100% 100% Group Services ireland

 Each subsidiary had a December 31 year end:

  Korea Resources Corporation (“KoRES”) has a 10% stake in Sedex minerals (Proprietary) Ltd (and indirectly in its subsidiary Sedex 
Desalination (Proprietary) Ltd) and a 10% stake in Frontier Separation (Proprietary) Ltd from Frontier (collectively the “Zandkopsdrift 
Project”). KoRES has various options under its agreement with Frontier (the “KoRES agreement”) to acquire further interests in those 
subsidiaries and an interest in Frontier following publication of the definitive feasibility study (“DFS”) on Zandkopsdrift under certain 
circumstances. in 2013 Frontier acquired an interest of 70% in Dombeya mineracao lda, a company based in mozambique holding 
various prospecting licenses.

notes forming part of the  
consolidated financial statements (continued) 
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13. suBsidiary companies (continued) 

 the table below summarises the key financials of the material legal entities in the Group in which there is a non-controlling interest:

Dombeya
Mineracao

Lda
$000

Sedex
Minerals
(Pty) Ltd 

$000

Frontier
Separation

(Pty) Ltd
$000

Comprehensive income attributable to Frontier Group Shareholders (847) (790) (184)
Comprehensive income attributable to non-Controlling interests (363) (444) (20)

total Comprehensive income (1,210) (1,234) (204)

total assets 1,197 25,661 3,859
total Liabilities - 179 19

Frontier Group Equity and Capital Contribution 1,560 27,148 3,531
non-Controlling interest Equity and Capital Contribution (363) (1,666) 309

total Equity and Capital Contribution 1,197 25,482 3,840

 
   no operating revenue was earned and no dividends were paid by these subsidiaries during the year. all operational expenditure was 

funded through funds provided by the shareholders. Sedex minerals (Pty) Ltd and Frontier Separation (Pty) Ltd use South african Rand 
as their functional currency. Dombeya mineracao Lda uses the U.S. Dollar.

14. receivaBles 

2014
$000

2013
$000

other receivables 72 293
Value added tax 205 331

277 624

  there were no receivables that were past due or considered to be impaired. there is no significant difference between the fair value of 
the receivables and the values stated above.
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15. cash and cash equivalents

2014
$000

2013
$000

Deposits
Canadian Dollars 19,603 26,059
Rand 3,282 7,309

total deposits 22,885 33,368

Current Accounts
Canadian Dollars 797 145
Euro 37 205
Sterling 596 12
US Dollars 252 1,148
Rand 500 208
other 47 20

total current accounts 2,229 1,738

Cash at bank and in hand 25,114 35,106 

  there is no significant difference between the fair value of the cash and cash equivalents and the values stated above. Cash balances 
are principally held in Canadian Dollars and Rand fixed deposit accounts. the average interest rate at the year end was 2.3% (2013: 
2.5%). interest earned on current account balances is negligible. interest earned on deposits was $613,000 (2013: $1.0m) accrued 
interest on deposits totalled $15,000 at the year end (2013: $411,000).

16. share capital 

  Share capital consists of fully paid ordinary shares with a par value of $0.001. all shares are equally eligible to receive dividends and 
the repayment of capital and each share represent one vote at all shareholders meetings.

2014
Number

000
2014
$000

2013
Number

000
2013
$000

Authorised
ordinary shares of $0.001 each 350,000,000 350,000 350,000,000 350,000

Allotted, called up and fully paid
ordinary shares of $0.001 each
at the beginning and end of the year 89,563 90 89,563 90

Shares held as Treasury Shares
ordinary shares of $0.001 each
at the end of the year 1,305 1 1,305 1

  the Company has granted options on ordinary shares to certain key employees, directors and consultants. Details of these options are 
provided in note 17.

  During 2012, the Company commenced a share buyback program for up to 1,000,000 ordinary shares. the Company completed 
the purchase of 1,000,000 ordinary shares in april 2013 at an average price of CaD$0.61 per share. in august 2013, the Company 
commenced a second share buyback program for up to 1,500,000 shares. the Company purchased 305,292 shares under the second 
buyback program at an average price of CaD$0.40 per share. these shares are held as treasury shares. 

notes forming part of the  
consolidated financial statements (continued) 
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17. share Based payments

  the Group awarded options to certain key management, consultants and staff during the period. Each option, once vested, gives the 
holder the right to acquire one ordinary share in the Company at a specified price. the following table summarises the option grants 
made by Frontier. the number of options outstanding at December 31, 2014 was 10,735,985 (2013: 7,117,844).

 Options granted and in issue 

Number of options Date of grant expiry date expected life (years) exercise price
Fair Value of options 

at date of grant CAD$

Directors(1)(3) 4,006,141 nov 28, 2014 nov 27, 2021 7 CaD$0.265 584,896
Directors(1) 1,963,580 Jul 13, 2013 Jun 30, 2020 7 CaD$0.43 431,988
Directors(1) 1,608,476 Jun 6, 2012 may 31, 2019 7 CaD$0.54 466,458

total Directors’ 
options 7,578,197 1,483,342

Employees(2)(4) 1,092,823 Sep 20, 2010 Sep 19, 2017 7 US$2.00 568,268
Employees  
& Consultants(4) 1,614,965 Jun 6, 2012 may 31, 2019 7 CaD$0.54 468,340
Employees(4) 450,000 nov 21, 2013 nov 19, 2020 7 CaD$0.43 94,500

total Employee & 
Consultants options 3,157,788 1,131,108

total 10,735,985 2,614,450

 (1) Vesting 1/3rd on date of grant, 1/3rd 1 year after grant and 1/3rd 2 years after grant
 (2) Vested on november 17 2010
 (3) During the year a total of 4,006,141 options were granted
 (4) Vesting based on various milestones

2014
Number

of Options

2013
Number

of Options

options in issue at the beginning of the year 7,117,844 8,965,020
issued during the year 4,006,141 2,763,580
Expired during the year (not exercised) (388,000) (275,000)
Cancelled during the year - (4,335,756)

options in issue at the end of the year 10,735,985 7,117,844

 Fair value of options granted

  Fair Value of options granted during the year were calculated using a binomial option pricing model. the principal assumptions used in 
the valuation were as follows:

Directors Options Granted in 
November 2014

Share price at grant date CaD$0.25
Exercise price CaD$0.265
Vesting period Various
Expected option Life 7
Volatility* 60%
Dividend yield 0%
Risk-free rate 1.7%

 * Volatility has been based on the monthly historical volatility of the shares since the date of the initial public offering.
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17. share Based payments (continued) 

 Weighted average exercise price and contractual life

  the weighted average exercise price of all options at the year end was CaD$0.56 (2013: CaD$0.75), the weighted average exercise 
price of options held by Directors at the year end was CaD$0.37 (2013: CaD$0.48). the weighted average exercise price of options 
granted during the year was CaD$0.265 (2013: CaD$0.50). the weighted average contractual life of all options at the year end was 
5.44 years (2012: 5.45 years). the weighted average contractual life of options held by Directors at the year end was 6.02 years 
(2013: 6.03 years). the weighted average exercise price of options that expired during the period was CaD$0.92 (2013: CaD$0.70). 

18. contriButions received

  Under the KoRES agreement (see note 13), KoRES is required to fund its pro rata share of the operating costs of the Zandkopsdrift 
subsidiaries in which it has an interest on the same terms as those by which Frontier funds its share of these costs. these funds have 
been provided by Frontier and Kores to date in the form of a capital contribution bearing a zero interest rate. they are repayable at 
the borrower’s discretion and may also be converted at the borrower’s discretion into equity in the relevant Zandkopsdrift subsidiaries 
on the same terms as Frontier’s capital contributions may be converted. as a result funds received been categorised as capital 
contributions and included within the equity relating to the non-controlling interests. 

  in 2014 Frontier received $850,000 from KoRES in respect of its share of the Zandkopsdrift Project costs for the period from July 2013 
to June 2014. at December 31, 2014 an estimated further $458,000 will be recovered from KoRES for the period from July 2014 to 
December 31, 2014 in respect of its contribution to the Zandkopsdrift project upon completion of agreed cash call procedures.

19. deferred tax 

 the deferred tax included in statement of financial position:
2014
$000

2013
$000

included in non-current assets 3,609 2,959

3,609 2,959

December 31,
2013
$000

exchange
differences

$000

Movement
in year

$000

December 31,
2014
$000

tax losses 8,150 (843) 1,691 8,998
other temporary differences (3) - (1) (4)
Deferred exploration and evaluation costs (5,188) 523 (720) (5,385)

2,959 (320) 970 3,609

  the deferred tax asset recognised by the Group relates to the Group’s South african subsidiaries that are involved in the development 
of Zandkopsdrift, which is the Group’s principal asset. in 2012 the Group released the results of a positive Preliminary Economic 
assessment of the Zandkopsdrift Project which indicates that the Zandkopsdrift Project has the potential to provide sufficient positive 
cash flow and profits in the future based on various assumptions to fully utilise the deferred tax asset. these results confirm the 
Company’s expectation that the Zandkopsdrift Project should, when operational, generate sufficient profits to utilise the deferred tax 
assets recognised in the accounts. in addition the Group sold a 10% interest in the project to KoRES for $23.8m in December 31, 
2012 further supporting the projects viability. Frontier is currently completing a Pre-feasibility Study on the Zandkopsdrift Project and 
remains fully funded to complete its work program.

notes forming part of the  
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20. provisions for the rehaBilitation of land

  a provision of $4,000 has been made during the year for the rehabilitation of land related to exploration and evaluation of projects 
(2013 – $4,000). 

21. trade and other payaBles

2014
$000

2013
$000

trade payables 295 698
accruals 1,191 1,157

1,486 1,855

  the Directors consider that there is no material difference between the book values and fair values of trade and other payables. 
accruals principally relate to trade creditors and accruals for amounts due to senior management and consultants under the Group’s 
annual incentive plan. 

22. risk management

  in common with other businesses, the Group is exposed to risks that arise from its use of financial instruments. this note describes 
the Group’s objectives, policies and processes for managing those risks and the methods used to measure them. Further quantitative 
information in respect of these risks is presented throughout these financial statements.

  the significant accounting policies regarding financial instruments are disclosed in note 1 and the critical accounting estimates and 
judgements are set out in note 2.

 the financial assets and liabilities of the Group, from which financial instrument risk arises, are as follows:

2014
$000

2013
$000

Receivables 277 624
Cash and cash equivalents 25,114 35,106
accrued interest 15 411
available for sale financial assets 26 -
trade and other payables 1,486 1,855

 General objectives, policies and processes
  the Board has overall responsibility for the determination of the Group’s risk management objectives and policies and, while retaining 

ultimate responsibility for them, it has delegated part of the authority for designing and operating processes that ensure the effective 
implementation of the objectives and policies to the Group’s finance function. the Board receives reports from financial personnel 
through which it reviews the effectiveness of the processes put in place and the appropriateness of the objectives and policies it sets. 
the main types of risk are credit risk, liquidity risk and market risk (commodity price risk, interest rate risk and currency risk). 

  the overall objective of the Board is to set policies that seek to reduce ongoing risk as far as possible without unduly affecting the 
Group’s competitiveness and flexibility. Further details regarding these policies are set out below:
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 22. risk management (continued)

 Credit risk

  Credit risk arises principally from the Group’s receivables and cash and cash equivalents. it is the risk that the counterparty fails to 
discharge its obligation in respect of the instrument. the Group’s main counter parties are investec Bank and Royal Bank of Scotland 
plc as the majority of its funds are held with these banks. the maximum exposure to credit risk equals the carrying value of these items 
in the consolidated financial statements as shown below.

2014 2013

$000 $000

Receivables 277 624
Cash and cash equivalents 25,114 35,106
accrued interest 15 411

25,406 36,141

  Credit risk with cash and cash equivalents is reduced by placing funds with banks with acceptable credit ratings and government 
support where applicable. as the Group is currently at a pre-revenue stage in its development, receivables are typically amounts related 
to items such as recoverable Vat. these amounts are typically small and low risk.

 Liquidity risk

  Liquidity risk arises from the Group’s management of working capital and the amount of funding committed to its exploration, evaluation 
and mine development programmes. it is the risk that the Group will encounter difficulty in meeting its financial obligations as they fall 
due. 

  the Group’s policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities when they become due. the 
principal liabilities of the Group arise in respect of the ongoing exploration, evaluation and development programmes, trade and other 
payables. 

  outstanding financial liabilities consist of trade and other payables all of which are current liabilities with maturities of less than twelve 
months.

  the Group has sufficient capital to execute its business plan through to completion of a definitive feasibility study on the Zandkopsdrift 
Project.

  Commodity price risk

  the Group’s success will in part be driven by the value of the rare earth elements that are contained in the Zandkopsdrift deposit that 
the Group is developing. as the Group is a number of years from production and there is no liquid market for these elements it is not 
possible for the Group to hedge this risk using derivative instruments. in the future it may be possible to enter into off-take agreements 
with users of these elements that may reduce this risk over time. 

 Interest rate risk

  the Group is exposed to interest rate risk in respect of surplus funds held on deposit and will seek to manage this by matching deposit 
terms on funds to expected cashflow requirements in order to maximise the deposit interest in a way consistent with maintaining 
sufficient flexibility to support operations. 

 Currency risk

  the policy for all Group companies is that they only trade in their principal operating currency, except in exceptional circumstances from 
time to time. Long-term Group loans to South african subsidiary companies are considered to be part of the net investment by the 
Group in those subsidiaries.

  the Group is exposed to a number of different currency risks between the Rand, U.S. Dollar, Sterling, Canadian Dollar and Euro. the 
Group values its resources in U.S. Dollar and the Group reports in U.S. Dollars.

  in 2014 the Rand and the Canadian Dollar weakened considerably against the U.S. Dollar. as the U.S. Dollar is the Group’s functional 
and reporting currency this resulted in a considerable foreign exchange loss being recorded in the 2014 accounts. as at December 31, 
2014 the Group held the U.S. Dollar equivalent of $3.3m in Rand (see note 15). 

  the Group holds substantial assets, comprising mining properties and property, plant and equipment in South africa and substantial 
assets, principally deposits in Canadian Dollars and Rand. accordingly, the Group is exposed directly or will be impacted by exchange 
rate fluctuations between U.S. Dollars, the Canadian Dollar and the Rand in respect of these assets held by the Group. the effects of 
Canadian Dollar and Rand movements on the statement of comprehensive income are potentially significant.

notes forming part of the  
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22. risk management (continued) 

   the following assets are recorded principally in the books of subsidiaries in South africa Rand which are translated into U.S. Dollars 
upon consolidation. the effect of a significant movement in U.S. Dollar exchange rate against all other currencies would have the 
following effect on the asset values of the Group:

2014
exploration & 

evaluation
assets

$000

2014
Property

plant and
equipment

$000

2013
exploration

& evaluation
assets

$000

2013
Property

plant and
equipment

$000

Current balance sheet value 24,288 2,595 22,106 2,986

U.S. Dollar depreciates by 5% 25,566 2,732 23,245 3,143
U.S. Dollar depreciates by 10% 26,920 2,883 24,510 3,317

U.S. Dollar appreciates by 5% 23,016 2,465 21,075 2,844
U.S. Dollar appreciates by 10% 21,859 2,335 20,138 2,715

  the re-translation of actual asset values arising from potential currency movements would have a net effect on the Group’s statement 
of comprehensive income and equity as follows:

2014
Profit/(loss)
for the year

$000

2014
equity
$000

2013
Profit/(loss)
for the year

$000

2013
equity
$000

Current Values (9,059) 54,441 (13,850) 62,309

movements as a result of:

U.S. Dollar depreciates by 5% 2,556 2,556 3,219 3,219
U.S. Dollar depreciates by 10% 5,113 5,113 6,795 6,795

U.S. Dollar appreciates by 5% (2,556) (2,556) (2,912) (2,912)
U.S. Dollar appreciates by 10% (5,113) (5,113) (5,560) (5,560)
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22. risk management (continued)  

 Capital
  the Group considers its capital and reserves (see Consolidated Statements of Changes in Equity) attributable to equity shareholders to 

be the Group’s capital. in managing its capital, the Group’s primary long term objective is to provide a return for its equity shareholders 
through capital growth. the Group’s mining exploration and development activities are at a relatively early stage and management is 
principally focused on ensuring there are sufficient cash resources in the business to advance its various exploration and development 
operations. 

 Certain subsidiaries within the Group have been part funded through capital contributions from KoRES (see note 18). 

  the Group has no borrowings from third parties. in the future the Group will seek to maintain a gearing ratio that balances risks and 
returns at an acceptable level and also to maintain a sufficient funding base to enable the Group to meet its working capital needs. 
management considers that no useful target debt to equity gearing ratio can be identified at this time. 

 there are no externally imposed capital requirements on the Group. the Group does not engage in any hedging activities.

 Financial instruments measured at fair value
  Financial assets and financial liabilities measured at fair value in the statement of financial position are grouped into three levels of fair 

value hierarchy. this grouping is determined based on the lowest level of significant inputs used in fair value measurement, as follows:

 Level 1  – quoted prices (unadjusted) in active markets for identical assets or liabilities
 
 Level 2  –  inputs other than quoted prices included within Level 1 that are observable for the assets or liability, either directly  

(i.e. as prices) or indirectly (i.e. derived from prices)

 Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs)

 the available for sale financial assets are considered to be level 1.

23. capital commitments

 the Group had no capital commitments at December 31, 2014 (2013: nil).

24. contractual commitments

2014
$000

2013
$000

operating lease commitments
Within one year 67 91
in second to fifth year 80 162

total operating lease commitments 147 253

 
  other contractual commitments in relation to operations at the year end totalled $45,000 (2013: $74,000) of which $19,000 are 

current (2013: $26,000) and $26,000 are non-current (2013: $48,000).

notes forming part of the  
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25. related-party transactions 

  During the year the Group’s subsidiaries were funded through capital contributions. as a non-controlling shareholder in the Rare Earth 
related subsidiaries KoRES also provided its pro-rata share of capital contributions to these operations. (See note 18)

  the Group has incurred consulting fees of approximately $1.2m during 2014 (2013: $1.3m) with companies through which 
the services of certain Directors are provided to the Group. these amounts form part of the contractual and or incentive based 
remuneration relating to those Directors and are not additional payments. (see note 6)

 there were no other related party transactions during the year.

26. ultimate controlling party 

  at the year end the ordinary shares in the Company held by Lambeth nominees Limited, Westminster nominees Limited, Blenheim 
management Services Limited and aurora Limited, representing 49.24% of the issued ordinary share capital of the Company were held 
on behalf of a discretionary trust controlled by Blenheim trust Company Limited. as these shareholdings are controlled by the same 
trustees they are considered to be a controlling party.

27. events after the reporting period

  in February 2015 Frontier’s mozambican subsidiary, Dombeya mineração, Lda, entered into an agreement to sell one of its prospecting 
licenses in mozambique to metals of africa Ltd, an australian listed company, for US$200,000 payable in cash plus shares in metals of 
africa Ltd. valued at US$200,000 on the date of completion. 

 no other material events have occurred since the end of the reporting period.
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