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Fellow shareholders, on behalf of your Board of Directors, I have pleasure in presenting the Annual Report of 
Southern Crown Resources Ltd (“Southern Crown” or the “Company”) for the year ended 30 June 2012.

Southern Crown is a mineral exploration company established for the purpose of acquiring, exploring and 
developing prospective mineral deposits.  The current financial year commenced following the completion of 
the acquisition of Rare Earth International (“REI”) which held an interest in two rare earth projects in Zambia 
and Mozambique.

Both Nkombwa (Zambia) and Xiluvo (Mozambique) were acquired as they are large rare earth enriched 
carbonatite complexes.  Southern Crown immediately commenced exploration activity on both projects. The 
exploration efforts were very successful at both projects with Nkombwa returning high grade sampling results 
with several samples of over 10% TREO confirming our understanding of the geology associated with the 
Nkombwa Complex.  Xiluvo also delivered encouraging soil results and we were able to declare a JORC Code 
compliant resource of over 1.1mt at 2.05% TREO.  

In early October 2011 the Company became aware of an over pegging tenure issue with the Nkombwa Project 
licence and the Board made the difficult decision to suspend the planned drilling program.  It was this set back, 
along with the deterioration in the markets for rare earths in late 2011 that ultimately led to the decision to 
dispose of the rare earth projects in March 2012.  Shareholders approved this decision in June 2012 and the 
transaction completed immediately following the end of the financial year on 6 July 2012.

The Company has refocused attention on the Australian projects, while also continuing to pursue further 
investment opportunities including drill-ready exploration projects through to advanced projects with existing 
resources and upside potential.  The Board is committed to pursuing a strategy that will deliver long-term 
growth to shareholders and the company has the necessary cash reserves available to pursue these objectives 
over the coming year.

I wish to extend my sincere thanks to the Board of Southern Crown for their contributions and efforts to date.  
Appreciation is also extended to our shareholders for their support during the period and we look forward to 
success in the financial year ahead.

Yours faithfully

 

Rhod Grivas
Chairman

chairman’s review
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Review of operations

Introduction
In June 2011, Southern Crown Resources Limited 
completed the acquisition of REI, securing two 
advanced rare earth exploration projects  - the 
Nkombwa Project in Zambia and the Xiluvo Project 
in Mozambique.  The terms of the acquisition 
included the appointment of Dr Robin ‘Jock’ Harmer 
as Managing Director and Mr David Reeves as Non-
Executive Director.  

Following the acquisition, the Group immediately 
commenced an aggressive exploration program on 
these rare earths projects.

African Rare Earth Projects 
Nkombwa Project, Zambia 
The Nkombwa project is located in the north east of 
Zambia, 22km east of the major T2 paved national 
road between Lusaka (Zambian capital) and the 
Tanzanian border.  The complex is situated near the 
village of Isoka and is linked to the T2 national road by 
well-maintained gravel regional roads.  The Nkombwa 
Complex is a composite intrusion of several textural 
and compositional types of magnesian carbonatites.  
Historical exploration has shown the carbonatites to 
be enriched to varying degrees in phosphate, niobium 
and the rare earth elements.  Earlier exploration 
efforts concentrated on phosphate and niobium with 
little attention paid to the rare earths.

Exploration Progress during the period
A program of focused orientation outcrop sampling 
and ground radiometric data collection was 
undertaken during the period which led to the 
delineation of several areas of REE mineralization.  

Evaluation of the complete set of geochemical data 
accumulated from Nkombwa revealed two distinct 
styles of REE mineralisation: a “primary” type of REE 
mineralisation hosted in coarse, vari-textured iron-
rich; and a “secondary” type where elevated REE are 
found in the high-silica rocks described as “silicified 
carbonatite”by previous workers.  The majority of the 
>7% TREO outcrop samples, and all of the >10% TREO 
samples, recovered are of the silica-rich type.

Preliminary mineralogical studies on silica-rich REE 
mineralised samples reveal that the predominant REE 
mineral is a low-thorium monazite, accompanied by 
minor amounts of bastnaesite or cerianite in some 
samples. Importantly, the low level of acid-consuming 
carbonates contained in the samples (average of 
0.89% CO3) has positive implications for eventual 
economic extraction of the REE from the host rocks.

A high resolution airborne magnetic and radiometric 
survey over the Nkombwa Hill area was completed 
in August 2011.  The survey assisted in defining the 
extent of the “silicified carbonatite” unit that hosts 
pervasive REE mineralisation of the “silica-rich style” 
discussed above.
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During the period, the Group received information 
that the portion of its licence covering the Nkombwa 
Project may have been improperly excised to another 
party without its knowledge or consent and this 
was reported to the ASX on 4 October 2011.  As a 
consequence Southern Crown suspended the planned 
program of exploration drilling of the REE targets at 
Nkombwa Hill.

Xiluvo Project, Mozambique 
The Xiluvo project is located 100km north-west of 
the major Mozambican port of Beira and covers 
part of the rare earth and niobium enriched Monte 
Xiluvo carbonatite complex.  Xiluvo is bound on the 
northern side by the paved EN6 national road and on 
the west and south by the national rail routes linking 
Zimbabwe (via Mutare) and Beira.  

The soils have accumulated in an internal basin 
within the central topographic bowl of the eroded 
Monte Xiluvo volcano structure and are derived from 
material shed predominantly from carbonatite plugs 
in the centre of the structure.

Exploration Progress during the period
In July 2011 drilling was undertaken; where the soil 

deposit was systematically drilled at 50m x 50m 
spacing.  The drilling was carried out by specialists 
in the sampling of unconsolidated deposits and a 
powered sheathed auger technique was used to 
drill and sample more than 220 holes.  Samples 
were assayed by Intertek Genalysis, Perth and a 
JORC-compliant resource estimate was undertaken 
by Widenbar and associates.  Grade and tonnage 
estimates were made for grade cut-offs of 0%, 1%, 2% 
and 3% total rare earth oxides (TREO).

The JORC-compliant resource estimate returned an 
Indicated Mineral Resource of 1.1 Mt at 2.05% total 
rare earth oxides from the soil horizon shedding off 
the primary carbonatite using a 1% cut-off.  These 
unconsolidated Xiluvo soils offer the prospect of a 
relatively easily and cheaply exploitable source of rare 
earths, with no or limited stripping of overburden, no 
blasting or crushing, and excellent road and rail access 
to the port of Beira, Mozambique.  

The relative abundance of “Critical Rare Earth Oxides” 
(CREO) in the Xiluvo soil resource as revealed by 
the results is higher than normally encountered in 
carbonatite-hosted deposits, the CREO making up 
22.8% of the total rare earths.
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Sale of Rare Earth International and the 
Rare Earths Projects
In March 2012 the Group received an offer from the 
original vendors of Rare Earth International (“REI 
Vendors”) to acquire the wholly owned Southern 
Crown subsidiary, Rare Earth International Ltd (“REI”) 
and all the Group’s rare earth projects, including the 
Nkombwa Project in Zambia and the Xiluvo Project 
in Mozambique.  One of the Directors of Southern 
Crown, Mr. David Reeves was also a Director of one of 
the REI Vendor entities.

In light of the security of tenure issues experienced 
in Zambia, the cooling of the rare earth market and 
change in global economic conditions generally, the 
independent directors decided that the Group was 
better served by accepting the offer from the REI 
Vendors and pursuing new opportunities.

The Group entered into a binding Heads of Agreement 
(“Agreement”) with the REI Vendors to sell them 
all of the issued capital in REI in exchange for the 
cancellation of the existing 5 million Southern Crown 
shares issued as part of the original transaction, along 

with the rights to any additional ordinary shares and 
the cancellation of the 37 million performance shares 
as issued on 3 June 2011.

Shareholders were provided with information 
concerning the proposed transaction, including an 
Independent Expert’s Report which concluded that 
the transaction was fair and reasonable to the non-
associated shareholders of the Group and on 11 June 
2012 shareholders approved the transaction to cancel 
the REI Vendor shares.

Subsequent to the end of the period, on 6 July 2012, 
the transaction was completed, with the transfer of 
all the shares in REI back to the REI Vendors and the 
cancellation of the 5 million ordinary shares and 37 
million performance shares in Southern Crown.

Australian Copper/Gold Projects
The Group undertook very selective work on the 
North East Queensland and the Dish Project in New 
South Wales (NSW) as a result of the focus on the 
African projects.



Southern Crown Resources Limited ANNUAL REPORT 2012� 5

Southern Crown Resources Limited

ABN 52 143 416 531

Directors’ Report�  6

Auditor’s Independence Declaration� 15

Directors’ Declaration� 17

Independent Audit Report� 18

Consolidated Statement of Comprehensive Income�  20

Consolidated Statement of Financial Position�  21

Consolidated Statement of Changes in Equity� 22

Consolidated Statement of Cash flows� 23

Notes to the Financial Statements� 24

Additional Shareholder Information� 45

Corporate Governance Statement�  48



6� ANNUAL REPORT 2012 Southern Crown Resources Limited6� ANNUAL REPORT 2012 Southern Crown Resources Limited



Southern Crown Resources Limited ANNUAL REPORT 2012� 7Southern Crown Resources Limited ANNUAL REPORT 2012� 7



8� ANNUAL REPORT 2012 Southern Crown Resources Limited8� ANNUAL REPORT 2012 Southern Crown Resources Limited



Southern Crown Resources Limited ANNUAL REPORT 2012� 9Southern Crown Resources Limited ANNUAL REPORT 2012� 9



10� ANNUAL REPORT 2012 Southern Crown Resources Limited10� ANNUAL REPORT 2012 Southern Crown Resources Limited



Southern Crown Resources Limited ANNUAL REPORT 2012� 11Southern Crown Resources Limited ANNUAL REPORT 2012� 11



12� ANNUAL REPORT 2012 Southern Crown Resources Limited12� ANNUAL REPORT 2012 Southern Crown Resources Limited



Southern Crown Resources Limited ANNUAL REPORT 2012� 13Southern Crown Resources Limited ANNUAL REPORT 2012� 13



14� ANNUAL REPORT 2012 Southern Crown Resources Limited14� ANNUAL REPORT 2012 Southern Crown Resources Limited



Southern Crown Resources Limited ANNUAL REPORT 2012� 15Southern Crown Resources Limited ANNUAL REPORT 2012� 15

12 September 2012



16� ANNUAL REPORT 2012 Southern Crown Resources Limited16� ANNUAL REPORT 2012 Southern Crown Resources Limited

Grant Thornton Audit Pty Ltd 
ACN 130 913 594 
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215 Spring Street 
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GPO Box 4984 
Melbourne Victoria 3001 

T +61 3 8663 6000
F +61 3 8663 6333
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Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together 
with its subsidiaries and related entities, delivers its services independently in Australia. 

Liability limited by a scheme approved under Professional Standards Legislation

Auditor’s Independence Declaration 
To the Directors of Southern Crown Resources Limited 
 
In accordance with the requirements of section 307C of the Corporations Act 2001, as lead 
auditor for the audit of Southern Crown Resources Limited for the year ended 30 June 
2012, I declare that, to the best of my knowledge and belief, there have been: 

a no contraventions of the auditor independence requirements of the Corporations Act 
2001 in relation to the audit; and 

b no contraventions of any applicable code of professional conduct in relation to the 
audit. 

 
 
 
 

GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 
 
 
 

M. A. Cunningham 
Partner - Audit & Assurance 
 
Melbourne, 12 September 2012
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Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together 
with its subsidiaries and related entities, delivers its services independently in Australia. 

Liability limited by a scheme approved under Professional Standards Legislation

Independent Auditor’s Report 
To the Members of Southern Crown Resources Limited 

We have audited the accompanying financial report of Southern Crown Resources Limited 
(the “Company”), which comprises the consolidated statement of financial position as at 30 
June 2012, the consolidated statement of comprehensive income, consolidated statement of 
changes in equity and consolidated statement of cash flows for the year then ended, notes 
comprising a summary of significant accounting policies and other explanatory information 
and the directors’ declaration of the consolidated entity comprising the Company and the 
entities it controlled at the year’s end or from time to time during the financial year. 

Directors responsibility for the financial report

The Directors of the Company are responsible for the preparation of the financial report 
that gives a true and fair view of the financial report in accordance with Australian 
Accounting Standards and the Corporations Act 2001. This responsibility includes such 
internal controls as the Directors determine are necessary to enable the preparation of the 
financial report to be free from material misstatement, whether due to fraud or error. The 
Directors also state, in the notes to the financial report, in accordance with Accounting 
Standard AASB 101 Presentation of Financial Statements, that compliance with the 
Australian equivalents to International Financial Reporting Standards ensures that the 
financial report, comprising the financial statements and notes, complies with International 
Financial Reporting Standards. 

Auditor’s responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We 
conducted our audit in accordance with Australian Auditing Standards which require us to 
comply with relevant ethical requirements relating to audit engagements and plan and 
perform the audit to obtain reasonable assurance whether the financial report is free from 
material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial report. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
report, whether due to fraud or error.  

In making those risk assessments, the auditor considers internal control relevant to the 
Company’s preparation and fair presentation of the financial report 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 control. An audit also includes 
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evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by the Directors, as well as evaluating the overall presentation of 
the financial report. 

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

Independence 

In conducting our audit, we have complied with the independence requirements of the 
Corporations Act 2001.   

Auditor’s opinion 

In our opinion: 

a the financial report of Southern Crown Resources Limited is in accordance with the 
Corporations Act 2001, including: 

i giving a true and fair view of the  consolidated entity’s financial position as at 
30 June 2012 and of its performance for the year ended on that date; and 

ii complying with Australian Accounting Standards and the Corporations 
Regulations 2001. 

b the financial report also complies with International Financial Reporting Standards as 
disclosed in the notes to the financial statements.  

Report on the remuneration report  

We have audited the remuneration report included in the directors’ report for the year 
ended 30 June 2012. The Directors of the Company are responsible for the preparation and 
presentation of the remuneration report in accordance with section 300A of the 
Corporations Act 2001. Our responsibility is to express an opinion on the remuneration 
report, based on our audit conducted in accordance with Australian Auditing Standards. 

Auditor’s opinion on the remuneration report 

In our opinion, the remuneration report of Southern Crown Resources Limited for the year 
ended 30 June 2012, complies with section 300A of the Corporations Act 2001. 

 

 
GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 
 
 

M. A. Cunningham 
Partner - Audit & Assurance 
 
Melbourne, 12 September 2012 
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