


Namibian Resources Plc

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

1.15 Property, Plant and Equipment
The cost of an item of property, plant and equipment is recognised as an asset when:

o it 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 is recognised in the carrying amount of an item of property, plant and
equipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on
which it is located is also included in the cost of property, plant and equipment.

Property, plant and equipment is carried at cost less accumulated depreciation and any
impairment losses. Depreciation is calculated on the straight-line method to write off the cost of
each asset to their residual values over their estimated useful lives. Depreciation begins when
an item of property, plant and equipment is available for use and ends when the item is
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:

Item Average useful Life
Plant and Machinery 10 years

Motor Vehicles 8 years

Office Equipment 5 years

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 is recognised in profit or loss unless it is included in
the carrying amount of another asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is
included in profit or loss when the item is derecognised. The gain or loss arising from the
derecognition of an item of property, plant and equipment is determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the item.

1.16 Impairment of Assets
The company assesses at each balance sheet date whether there is any indication that an

asset may be impaired. If any such indication exists, the group estimates the recoverable
amount of the asset.
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Namibian Resources Plc

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

Irrespective of whether there is any indication of impairment, the company also:

o tests intangible assets with an indefinite useful life or intangible assets not yet available
for use for impairment annually by comparing its carrying amount with its recoverable
amount. This impairment test is performed during the annual period and at the same
time every period.

o tests goodwill acquired in a business combination for impairment annually.

If there is any indication that an asset may be impaired, the recoverable amount is estimated
for the individual asset. If it is not possible to estimate the recoverable amount of the individual
asset, the recoverable amount of the cash-generating unit to which the asset belongs is
determined.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less
costs to sell and its vailue in use.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation
is recognised immediately in profit or loss. Any impairment 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 is recognised immediately in profit or loss. Any reversal of an
impairment loss of a revalued asset is treated as a revaluation increase.

1.17 Inventories

This represents inventories of consumable stores, held at the lower of cost and net realisable
value. -

1.18 Financial Instruments
Initial Recognition
The group classifies financial instruments, or their component parts, on initial recognition as a

financial asset, a financial liability or an equity instrument in accordance with the substance of
the contractual arrangement.

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

Loans to (from) Group Companfes

These include loans to the subsidiary company and are recognised initially at fair value plus
direct transaction costs.

Subsequently these loans, where it is practicable to do so and it would have a material effect on
consolidated reporting, are measured at amortised cost using the effective interest rate method,
less any impairment loss recognised to reflect irrecoverable amounts on loans receivable an
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Namibian Resources Plc

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

impairment loss is recognised in profit or loss when there is objective evidence that it is
impaired. The impairment is 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 initial recognition.

Impairment losses are reversed in subsequent periods when an increase in the investment's
recoverable amount can be related objectively to an event occurring after the impairment was
recognised, subject to the restriction that the carrying amount of the investment at the date the
impairment is reversed shall not exceed what the amonrtised cost would have been had the
impairment not been recognised.

Trade and other Receivables

Trade receivables are measured at initial 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 is objective
evidence that the asset is impaired. The allowance recognised is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows
discounted at the effective interest rate computed at initial recognition.

Trade and other Payables

Trade payables are initially measured at fair value, and are subsequently measured at
amortised cost, using the effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-
term highly liquid investments that are readity convertible to a known amount of cash and are
subject to an insignificant risk~of changes in value. These are initially and subsequently
recorded at fair value.

1.19 Provisions and Contingencies
Provisions are recognised when:

e the company has a present obligation as a resulf of a past event;

o it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation; and

o areliable estimate can be made of the obligation.

Where some or all of the expenditure required to settle a provision is expected to be
reimbursed by another party, the reimbursement shall be recognised when, and only when, it is
virtually certain that reimbursement will be received if the entity settles the obligation. The
reimbursement shall be treated as a separate asset. The amount recognised for the
reimbursement shall not exceed the amount of the provision.
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Namibian Resources Plc

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

1.20

2,

3

Provisions are not recognised for future operating losses.

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

Contingent assets and contingent liabilities are not recognised.

Executive Share Options
For equity-settled share-based payment transactions the group, in accordance with IFRS2
(effective from 1% January 2006), measures their value, and the corresponding increase in
equity, indirectly, by reference to the fair 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, it is apportioned over the vesting period of the financial instrument and is
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 is recognised in full.
Employees
The average monthly number of empioyees, Number Number
(including directors), during the year was:
Staff of subsidiary 17 12
Staff of head office 1 1
Directors 4
. 22 17
Operating loss

2008 2007
£ £
This has been arrived at after charging:
Depreciation 127,010 112,571
Amortisation 12,955 7,354
Operating lease rentals — land and buildings 7,108 7,200
Auditors' remuneration — audit
(company - £13,290 (2007 - £12,994)) 16,631 23,887
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Namibian Resources Ple

Notes forming part of the financial statements for the year ended 29 February 2008 (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.

2008 2007
£ £
(Loss)/Profit on ordinary activities before tax (298,168) (26,068)
(Loss)/Profit on ordinary activities at the
standard rate of corporation tax in the UK of
30% (2007 — 30%)
(89,450) 7,820
Effects of:
Tax losses 89,450 . (7.820)

Current tax charge for year . -

A deferred tax asset of £548,980 (2007 - £458,231) relating to losses in the subsidiary
undertakings 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  Profit per share
Profit per share has been calculated using the weighted average number of shares in issue
during the relevant financial periods. The weighted average number of shares in issue is
38,272,187(2007 - 37,922,460) and the loss, being the loss after tax, is £298,168 (2007 profit -
£26,068).

Diluted profit per share has been calculated using a weighted average number of shares of
38,272,187 (2007 — 41,672 ,460), which includes the share options in issue at the start and end
of the year.

6 Loss for the financial period
As permitted by Section 230 of the Companies Act 1985, the holding company's profit and loss

account has been included In these financial statements. The loss for the financial year is
made up as follows:

2008 2007
as restated
Holding company's (loss)/profit for the financial year £(411,991) £1,186,300
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Namibian Resources Plc¢

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

7 Intangible fixed assets

Group

Cost

At 1 March 2007
Additions

Exchange difference

At 29 February 2008
Amortisation

At 1 March 2007
Charge for the year
Exchange differences

At 29 February 2008

Net book values
At 29 February 2008

At 28 February 2007
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Mining rights and
exploration costs
£

1,147,560
279,457
(104,531)

1,322,486

494,682
12,955
(45,060)

461,987

£860,499

£652,878



Namibian Resources Plc

Notes forming part of the financial statements for the year ended 29 February 2008 (Continued)

8 Tangible fixed assets

Group
Cost
At 1 March 2007
Additions
Exchange difference

At 29 February 2008

Depreciation

At 1 March 2007
Charge for the year
Exchange difference

At 29 February 2008

Net book Value
At 29 February 2008

At 28 February 2007

Office Equipment
£

3,241

620

3,861

1,699
399
526

2,624

£1,237

£1,542
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Property, Plant
And Equipment

£

1,425,061
36,454
(130,588)

1,330,927

254,556
126,611
(19,109)

362,058

£968,869

£1,170,505

Total

1,428,302
36,454
(129,968)

1,334,788

256,255
127,010
(18,583)

364,682

£970,106

£1,172,047



Namibian Resources Ple

Notes forming part of the financial statements for the year ended 29 February 2008 (Continued)

9 Fixed asset investments

Group Loans to group Total
undertakings undertakings
£ £ £
Company

At 1 March 2007 (as restated) 2,064 225 2,763,419 4,827,644
Additions 46,205 98,072 144 277
Exchange differences - (251,656) (251,656)
At 29 February 2008 2,110,430 2,609,835 4,720,265
Provisions for diminution in
value
At 1 March 2007 (as restated)
and at 29 February 2008 628,536 - 628,536
Net book value
At 29 February 2008 £1,481,894 £2,609,835 £4,091,729
At 28 February 2007 £1,435,689 £2,763,419 £4,199,108

(as restated)

Investment in group undertakings includes
e 100% holding in Sonnberg Diamonds (Namibia) (Proprietary) Limited, a mining
company incorporated in Namibia.
» 75% holding in Oletu Investment Holding (Proprietary) Limited a company incorporated
in Namibia. The company has yet to trade.

The loans to group undertakings are denominated in Namibian Dollars, are interest free and are
subordinated in favour of other creditors of the subsidiary undertakings. See note 19 for details of
the Prior Year Adjustment resulting in the restatement of the opening balances.

The directors are of the opinion that it is 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.

10 Inventories Group Group
2008 2007
Consumable stores £32,673 £35,948
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Namibian Resources Plc¢

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

11 Trade and Other Receivables
Group
2008
£

Trade receivables 26,363

All amounts fall due for repayment within one year.

12 Trade and other payables

Group
2008
£
Trade Payables and
Accruals 51,120

29

Group
2007

23,518

Group
2007

37,847

Company Company
2008 2007

£ £
Company Company
2008 2007

£ £

18,875 19,357




Namibian Resources Pl¢

Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

13 Derivatives and other financial instruments
Financial instruments policies and strategies

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

At 29 February 2008, the group's financial instruments comprised cash and short-term
receivables and payables arising directly from its operations. The group's primary 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 is not currently actively pursuing a strategy of acquiring investments.

Although the group is 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/Sterling exchange rates.

Sales of diamonds are denominated in Namibian Dollars but the price obtained is 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 numerical disclosures

below.
Interest rate risk profile of financial assets: Floating rate
2008 2007
=, E E
Sterling 103,338 163,756
Namibian dollar 162 208,432
£103,500 £372,188

The financial assets comprise short-term cash deposits. The group does not have any material
interest bearing financial liabilities. As the group's principal financial instruments is cash, the
directors do not consider there to be a material difference between the book and fair value of
the group's financial assets.
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Namibian Resources Plc

Notes forming part of the financial statements for the year ended 29 February 2008 (Continued)

14 Share capital

Shares 2008 2007 2008 2007
Number Number £ £
Authorised
500,000,000 ordinary shares of
10p each 500,000,000 500,000,00 50,000,000 50,000,001

Allotted, called up and fully paid
Ordinary shares of 10p each 39,922,460 37,922,460 3,992,246 3,792,246

During the year 2,000,000 ordinary shares of 10p each were issued at par.
Options
The company has in issue the following options to subscribe for ordinary shares:
2008 2007

Number 4,500,000 3.750,000
During the year 750,000 options were granted to DG Sutherland.

Options issued prior to 28 February 2007 are exercisable between 11 February 2004 and 11
February 2009 at a exercise price of £0.15. Options issued during the year are exercisable
between 9 January 2008 and 9 January 2013 at an exercise price of £0.12p. As at 29
February 2008 all options were still outstanding.

The directors estimate, by reference to formal valuations of options issued in prior periods and
consideration of movements in component factors of those valuations, that the expense to be
recognised under I[FRS2 in respect of options issued during the year is not material 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.

15 Share Premium Account
Group and Company Share Premium account

At 1 March 2007 and 29 February 2008 £359,384
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Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

16 Profit and Loss Account

Group

At 1 March 2007 (as previously stated)
Prior year adjustment

At 1 March 2007 (as restated)

Loss for the year

At 29 February 2008

Company

At 1 March 2007 (as previously stated)
Prior year adjustment

At 1 March 2007 (as restated)

Loss for the year

At 28 February 2008

17 Foreign Exchange Reserve

Group

At 1 March 2007 (as previously stated)

Prior year adjustment

At 1 March 2007 (as restated)

Inter-company loan - elimination of exchange loss
Gain on foreign translation

At 29 February 2008
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£
(1,932,898)
(278,105)
(2,211,003)
(298,168)

£(2,509,171)

£
(1,075,066)
1,311,619
236,553
(411,991)

£(175,438)

£

278,105
278,105
(251,656)

73,113

£99,562
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Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

18 Reconciliation of movements in shareholders' funds

Group
(Loss)/Profit for the financial year
Other recognised gains and losses
lssue of shares

Opening shareholders’ funds

Closing shareholders' funds

2008
£

(298,168)
(178,543)
200,000

(276,711)
2,218,732

£1,942,201

2007
£

26,068
(548,824)

(622,756)
2,741,488

£2,218,732

The conversion from United Kingdom Generally Accepted Accounting Practice to International
Financial Reporting Standards has caused no effect on the equity of the group.

Company

(Loss)/Profit for the financial year (as restated)
Issue of shares

Opening shareholders' funds (as previously
stated)
Prior year adjustment

Closing shareholders’ funds ~

19 Prior year adjustments

a. Arising from reclassification of inter-company
loan indebtedness as a Namibian Dollar liability

b. Release of provision for impairment on
revaluation of loan

c. Arising from first time introduction of IFRS and
creation of Foreign Exchange Reserve

2008
£

(411,991)

200,000
(211,991)
3,076,564
1,311,619

£4,176,192

Group

278,105

2007
£

1,186,300

1,186,300
3,201,883

£4,388,183

Company
£

811,618

500,000

1,311,619
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Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

20 Reconciliation of operating loss to net cash outflow from operating activities

21

Cash at bank and in hand

2008
£

Operating loss (304,638)
Depreciation of plant, property and
equipment 121,225
Amortisation of intangible assets 12,365
Decrease/(Increase) in inventories 3,275
(Increase)/decrease in trade and other
receivables (2,845)
Increase/(decrease) in trade and other
payables 13,273
Net effect of foreign exchange differences 86,797
Net cash (outflow)/inflow from operating
activities £(70,548)

Analysis of net debt

2007
£

(8,486)
112,571
7,354
(1,304)
7,857

(36,816)

(20,184)

£60,992

At 1 March 2007 Cash flow At 29 February 2008

£ £
Net cash:

£372,188 £(268,688)

22 Reconciliation of net cash flow t6 movement in net funds

2008

£

(Decrease) in cash for the year (268,688)

Movement in net funds in the (268,688)
year

Opening net funds 372,188

Closing net funds £103,500
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£

£103,500

2007

£

(116,567)

(116,567)

488,755

£372,188
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Notes forming part of the financial statements for the year ended 29 February 2008 (continued)

23 Contingent liabilities

The mining contract undertaken by the group requires the subsidiary, Sonnberg, to remove all
equipment 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 is
that there is no additional liability at the balance sheet date to the contributions already made
to this fund. Accordingly, no provision has been made,

24 Commitments under operating leases

As at 29 February 2008, the company had annual commitments under non-cancellable
operating leases as set out below:

2008 2007

Land and buildings Land and buildings

£ £

Expiring in less than one year 2,400 2,400
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