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The Directors of Sovereign Metals Limited present their report on Sovereign Metals Limited (“Sovereign” or 
“the Company” or “Parent”) and the entities it controlled at the end of, or during, the half year ended 31 
December 2018 (“Consolidated Entity” or “Group”). 

DIRECTORS 

The names of Directors in office at any time during the financial period or since the end of the financial period 
are: 

Current Directors 
Mr Ian Middlemas (Chairman) 
Dr Julian Stephens 
Mr Mark Pearce  

All Directors were in office from 1 July 2018 until the date of this report, unless otherwise noted. 

REVIEW AND RESULTS OF OPERATIONS 

Sovereign is focused on the world-class, low-cost Malingunde Saprolite Hosted Graphite Project in Malawi.  

Highlights and advancements during and subsequent to the end of the half year include: 

Completion of the Pre-Feasibility Study (PFS) 

 The Company completed the PFS for the Malingunde Saprolite-Hosted Graphite Project (Project) in 

Malawi. The PFS shows the Project’s low capital and very low operating costs are at the bottom of the 

graphite supply cost-curve at a scale appropriate for the current market.  

 The PFS confirms Malingunde’s world-class status based on the following: 

 Maiden Ore Reserve declared: high grade Reserve with 32% in the Proven and 68% in the 

Probable categories. The PFS is based 100% on Reserves. 

 Extremely low operating costs: due to the advantages of the soft saprolite-hosted deposit. 

 US$323/t concentrate (FOB) LoM average, moving to as low as US$284/t after year 7.  

 Mine gate LoM average US$257/t moving to as low as US$218/t after year 7. 

 Low technical risk: free-dig mining, low strip ratio with simple, proven process flowsheet.  

 High-quality concentrates: sales targeted to traditional industrial sector (refractories, foundries, 

expandables) as well as the emerging Li-ion battery sector.  

 Substantial upside: huge scalability and expansion opportunities.  

Commencement of the Definitive Feasibility Study (DFS) 

 Based on the positive outcomes of the PFS, the Company has commenced the DFS for the 

Malingunde Saprolite-Hosted Graphite Project.  

 A pilot plant program has commenced to provide significant quantities of material for assessment by 

potential offtake partners and confirm the flowsheet at a large scale. ~40 tonnes of ROM material for 

pilot plant purposes has arrived at SGS Lakefield in Canada. 

 The Company is actively engaged in offtake discussions with a number of Tier 1 potential offtake 

partners. The pilot program has been driven by significant demand from these organisations as they 

seek greater quantities of product for continuation and upscaling of testing and qualification. 
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REVIEW AND RESULTS OF OPERATIONS (Continued) 

Widespread and High Grade Rutile potential demonstrated in Malawi 

 A broad regional spread of 125 historical hand-auger drill holes were selected for re-assay to assess 
the overall rutile potential across Sovereign’s large tenement holding in Malawi. Results demonstrate 
that rutile mineralisation is likely to be present over vast areas and is hosted in soft, “free-dig” saprolite.  

 Previous 2018 mineralogical and sighter metallurgical test-work on bulk samples from Malingunde 
demonstrated: 

o Rutile as the dominant TiO2 mineral, with lesser leucoxene 

o Rutile in concentrates generally present as discrete, clean and liberated grains  

o The ability to produce rutile concentrates using typical mineral sands processing methods 

 Highlights of the 125 shallow hand-auger holes selected for re-assay include: 

o 26 holes (21%) have a weighted average grade of 2.34% TiO2 (2.0% TiO2 lower cut-off). 

o 96 holes (78%) have a weighted average grade of 1.89% TiO2 (1.5% TiO2 lower cut-off). 

Strongly Supported Placement and Share Purchase Plan to Raise $5.3M 

 In February 2019, the Company announced that it would place (Placement) up to 66.7 million ordinary 
shares at $0.065 each to investors and directors in two tranches, to raise $4.335 million before costs. 
The first tranche of the Placement, comprising of 59.7 million shares to overseas and domestic 
investors to raise gross proceeds of A$3.9 million, was completed 13 February 2019. The second 
tranche of the Placement, comprising 7.0 million shares to Directors to raise gross proceeds of A$0.5 
million, will be issued subject to shareholders approval to occur at a General Meeting on 20 March 
2019. In addition to the Placement, it was announced that the Company had provided eligible 
shareholders with the ability to participate in the Placement through a Share Purchase Plan (SPP) to 
raise up to $1 million. The SPP closed on 20 February 2019 oversubscribed with 15.37 million ordinary 
shares issued at $0.065 each to eligible shareholders after an equal scale-back of 55% on 27 February 
2019. 

 

Sovereign continued to focus on the exploration and development of the world-class Malingunde Saprolite-
hosted Graphite Project located in Malawi, near the capital city, Lilongwe. The Company’s strategy is to 
produce low cost, high quality graphite and target sales into existing traditional markets whilst retaining 
exposure to the emerging Lithium-ion battery market.    

Based on the extremely robust economics of the PFS, Sovereign has commenced the DFS for the Malingunde 
Saprolite-Hosted Graphite Project. The high-grade, soft, free-dig saprolite-hosted ore, requiring no primary 
crush or grind combined with a simple and proven flowsheet results in low capital intensity and extremely low 
operating costs (less than US$300/t at steady state). 

The world-class Malingunde Saprolite-hosted Graphite Project located in Malawi, a stable, transparent 
jurisdiction, increasingly attracts international investment with significant potential for mining to contribute to 
the country’s economic growth and development. The country hosts excellent existing infrastructure (grid 
power, road network and an established labour pool) as well as the Nacala Logistics Corridor passing through 
Malawi to the Indian Ocean (Nacala Port) providing a low cost transportation solution.  

Sovereign has also recently identified large areas of high-grade TiO2 within Sovereign’s large ground holding 
(~4,000km2) suggesting the potential for significant rutile deposits. The Company has commenced further 
exploration, metallurgical and mineralogy studies to advance this potential rutile opportunity. 
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Other Corporate 

With effect from 31 October 2018, Mr Lachlan Lynch was appointed Company Secretary of the Company 
following the resignation of Mr Clint McGhie. 

As at 31 December 2018, the Group has $1.14 million cash and no debt. As at the date of this report, the 
Group has $5.4 million cash as a result of the completion of the first tranche of the Placement, the SPP and 
expected issue of shares to Directors subject to Shareholder approval in the second tranche of the Placement. 

Operating Results 

The net operating loss after tax for the half year ended 31 December 2018 was $2,834,327 (2017: $2,408,644).   
 
The loss for the period includes $2,162,358 (2017: $1,553,914) in exploration expenditure and $215,833 (2017: 
$227,108) in business development expenditure. 
 
Share based payment expenses totalling $274,900 were recognised during the period (2017: $371,192). The 
fair value of incentive securities are recognised over the vesting period of the option / right. 
 
SIGNIFICANT POST BALANCE DATE EVENTS 

In February 2019, the Company issued 4,000,000 options exercisable at $0.10 on or before 30 June 2021, 
4,000,000 options exercisable at $0.14 on or before 30 June 2022 and 300,000 ordinary shares to key 
consultants and employees.  

As at the date of this report, other than stated in this Directors’ Report, there are no other matters or 
circumstances which have arisen since 31 December 2018 that have significantly affected or may significantly 
affect: 

 

 the operations, in financial years subsequent to 31 December 2018, of the Group; 

 the results of those operations, in financial years subsequent to 31 December 2018, of the Company; 
or 

 the state of affairs, in financial years subsequent to 31 December 2018, of the Company. 

 
AUDITOR'S INDEPENDENCE DECLARATION 

Section 307C of the Corporations Act 2001 requires our auditors, Deloitte Touche Tohmatsu, to provide the 
directors of Sovereign Metals Limited with an Independence Declaration in relation to the review of the half 
year financial report.  This Independence Declaration is on page 18 and forms part of this Directors' Report.  
 
This report is made in accordance with a resolution of the directors made pursuant to section 306(3) of the 
Corporations Act 2001. 
 
 
For and on behalf of the Directors 

 
 
 
 
 
 
 
Julian Stephens 
Managing Director 

6 March 2019 
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Note 

Half Year Ended 
31 December 2018 

$ 

Half Year Ended 
31 December 2017 

$ 

Income    

Interest income 3(a) 22,699 27,862 

R&D rebate 3(a) 126,058 29,245 

Total income  148,757 57,107 

    

Expenses    

Exploration and evaluation expenses  (2,162,358) (1,553,914) 

Corporate and administrative expenses  (329,993) (313,537) 

Business development and investor relations expenses  (215,833) (227,108) 

Share based payments expense 3(b) (274,900) (371,192) 

Loss before income tax  (2,834,327) (2,408,644) 

Income tax expense  - - 

Loss for the period  (2,834,327) (2,408,644) 

    

Other comprehensive income, net of income tax:     

Items that will not be reclassified subsequently to profit or 
loss 

 
- - 

Items that may be reclassified subsequently to profit or loss    

Exchange differences on foreign entities  13,153 (8,200) 

Other comprehensive income for the period, net of 
income tax 

 
13,153 (8,200) 

Total comprehensive loss for the period  (2,821,174) (2,416,844) 

    

Loss attributable to members of Sovereign Metals 
Limited 

 
(2,821,174) (2,408,644) 

    

Total comprehensive loss attributable to members of 
Sovereign Metals Limited 

 
(2,821,174) (2,416,844) 

Loss per share    

Basic and Diluted loss per share (cents per share)  (1.02) (1.04) 

 
 

The above Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in 
conjunction with the accompanying notes. F
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Note 

31 December 2018 

$ 

30 June 2018 

$ 

ASSETS    

Current Assets    

Cash and cash equivalents  1,137,919 3,944,545 

Trade and other receivables  79,720 92,124 

Total Current Assets  1,217,639 4,036,669 

    

Non-current Assets    

Property, plant and equipment  114,464 138,402 

Exploration and evaluation assets 4(a) 7,170,282 7,170,282 

Total Non-current Assets  7,284,746 7,308,684 

    

TOTAL ASSETS  8,502,385 11,345,353 

    

LIABILITIES    

Current Liabilities    

Trade and other payables  741,512 1,032,682 

Provisions  22,870 28,394 

Total Current Liabilities  764,382 1,061,076 

    

TOTAL LIABILITIES  764,382 1,061,076 

    

NET ASSETS  7,738,003 10,284,277 

    

EQUITY    

Issued capital 5(a) 37,139,632 37,139,632 

Reserves 5(b) 1,106,129 967,739 

Accumulated losses  (30,507,758) (27,823,094) 

TOTAL EQUITY  7,738,003 10,284,277 

 
 

The above Condensed Consolidated Statement of Financial Position should be read in conjunction with the 
accompanying notes. 
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FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
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Issued 
Capital 

$ 

Share 
Based 

Payments 
Reserve 

$ 

Foreign 
Currency 

Translation 
Reserve 

$ 

Accumulated 
Losses 

$ 

Total 
Equity 

$ 

Balance at 1 July 2018 37,139,632 929,017 38,722 (27,823,094) 10,284,277 

Net loss for the period - - - (2,834,327) (2,834,327) 

Other comprehensive income - - 13,153 - 13,153 

Total comprehensive income/(loss) 
for the period - - 13,153 (2,834,327) (2,821,174) 

Transactions with owners, recorded 
directly in equity 

     

Expiration of unlisted options - (149,663) - 149,663 - 

Share based payments expense - 274,900 - - 274,900 

Total transactions with owners 
recorded directly in equity - 125,237 - 149,663 274,900 

Balance at 31 December 2018 37,139,632 1,054,254 51,875 (30,507,758) 7,738,003 

      

Balance at 1 July 2017 30,986,603 706,970 46,010 (22,577,982) 9,161,601 

Net loss for the period - - - (2,408,644) (2,408,644) 

Other comprehensive income - - (8,200) - (8,200) 

Total comprehensive income/(loss) 
for the period - - (8,200) (2,408,644) (2,416,844) 

Transactions with owners, recorded 
directly in equity 

     

Issue of ordinary shares 6,544,000 - - - 6,544,000 

Share issue costs (399,450) - - - (399,450) 

Reversal of performance rights - (234,920) - - (234,920) 

Share based payments expense - 566,112 - - 566,112 

Total transactions with owners 
recorded directly in equity 6,144,550 331,192 - - 6,475,742 

Balance at 31 December 2017 37,131,153 1,038,162 37,810 (24,986,626) 13,220,499 

 
 

The above Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the 
accompanying notes. 
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CONDENSED CONSOLIDATED 
STATEMENT OF CASH FLOWS 
FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
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 Half Year Ended 
31 December 2018 

$ 

Half Year Ended 
31 December 2017 

$ 

Cash flows from operating activities   

Payments to suppliers and employees (3,014,344) (1,832,111) 

Refunds of GST payments 55,400 40,836 

R&D rebate received 126,058 29,246 

Interest received 31,434 21,689 

Net cash used in operating activities (2,801,452) (1,740,340) 

   

Cash flows from investing activities   

Payments for purchase of plant and equipment (5,174) (37,681) 

Net cash used in investing activities (5,174) (37,681) 

   

Cash flows from financing activities   

Proceeds from issue of shares - 6,500,000 

Payments for share issue costs - (344,314) 

Net cash from financing activities - 6,155,686 

   

Net (decrease)/increase in cash and cash equivalents (2,806,626) 4,377,665 

Cash and cash equivalents at the beginning of the period 3,944,545 2,251,281 

Cash and cash equivalents at the end of the period 1,137,919 6,628,946 

 
 

The above Condensed Consolidated Statement of Cash Flows should be read in conjunction with the accompanying 
notes. 
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FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
 
 

Sovereign Metals Limited Financial Report for the Half Year Ended 31 December 2018 8 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Sovereign Metals Limited (the “Company”) is a for profit company limited by shares and incorporated in 
Australia, whose shares are publically traded on the Australian Securities Exchange. The consolidated interim 
financial statements of the Company as at and for the period from 1 July 2018 to 31 December 2018 comprise 
the Company and its subsidiaries (together referred to as the “Group”). The nature of the operations and 
principal activities of the Group are as described in the Directors’ Report. 

The interim consolidated financial statements of the Group for the half year ended 31 December 2018 were 
authorised for issue in accordance with the resolution of the directors on 6 March 2019. 

This interim financial report does not include all the notes of the type normally included in an annual financial 
report. Accordingly, this report is to be read in conjunction with the annual report of Sovereign for the year 
ended 30 June 2018 and any public announcements made by Sovereign and its controlled entities during the 
interim reporting period in accordance with the continuous disclosure requirements of the Corporations Act 
2001. 

(a) Basis of Preparation of Half Year Financial Report 

The consolidated financial statements have been prepared on the basis of historical cost, except for the 
revaluation of certain non-current assets and financial instruments.  Cost is based on the fair values of the 
consideration given in exchange for assets.  All amounts are presented in Australian dollars. 

(b) Statement of Compliance 

This general purpose financial report for the interim half year reporting period ended 31 December 2018 has 
been prepared in accordance with Accounting Standard AASB 134 Interim Financial Reporting and the 
Corporations Act 2001. 

The financial report complies with Australian Accounting Standards and International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting Standards Board.  The accounting policies and 
methods of computation adopted in the preparation of the half year financial report are consistent with those 
adopted and disclosed in the Group's annual financial report for the year ended 30 June 2018, other than as 
detailed below. 

In the current half year, the Group has adopted all of the new and revised Standards and Interpretations issued 
by the AASB that are relevant to its operations and effective for the current annual reporting period. New and 
revised standards and amendments thereof and interpretations effective for the current reporting period that 
are relevant to the Group include: 

 

 AASB 9 Financial Instruments, and relevant amending standards  

 AASB 2016-5 Amendments to Australian Accounting Standards – Classification and Measurement of 
Share-based Payment Transactions  

 AASB Interpretation 22 Foreign Currency Transactions and Advance Consideration  

 
The adoption of the aforementioned standards have resulted in an immaterial impact on interim financial 
statements of the Group as at 31 December 2018. A discussion on the impact of the adoption of AASB 9 is 
included in note 1(c). The Group has not early adopted any other standard, interpretation or amendment that 
has been issued but is not yet effective. 

(c) Changes in Significant Accounting Policies 

The accounting policies adopted in the preparation of the half-year financial report are consistent with those 
applied in the preparation of the Group’s annual financial report for the year ended 30 June 2018, except for 
new standards, amendments to standards and interpretations effective 1 January 2018 as set out in note 1(b). 
The Group has set out below the main changes due to the adoption of AASB 9. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
(Continued) 
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Impact of Changes – AASB 9 Financial Instruments 

The Group has adopted AASB 9 from 1 July 2018 which have resulted in changes to accounting policies and 
the analysis for possible adjustments to amounts recognised in the Interim Financial Reports. In accordance 
with the transitional provisions in AASB 9, the reclassifications and adjustments are not reflected in the balance 
sheet as at 30 June 2018 but recognised in the opening balance sheet as at 1 July 2018. The Group has not 
recognised a loss allowance on trade and other receivables following assessment of the impact of the new 
impairment model introduced by AASB 9. 

Classification and Measurement 

On 1 July 2018, the Group has assessed the financial instruments held by the Group and have classified them 
into the appropriate AASB 9 categories. The main effects resulting from this reclassification are shown in the 
table below. 

On adoption of AASB 9, the Group classified financial assets and liabilities as measured at either amortised 
cost or fair value, depending on the business model for those assets and on the asset’s contractual cash flow 
characteristics. There were no changes in the measurement of the Group’s financial instruments. 

There was no impact on the statement of comprehensive income or the statement of changes in equity on 
adoption of AASB 9 in relation to classification and measurement of financial assets and liabilities. 

The following table summarises the impact on the classification and measurement of the Group’s financial 
instruments at 1 July 2018: 

The Group does not currently enter into any hedge accounting and therefore there is no impact to the Group’s 
Interim Financial Reports. 

Impairment 

AASB 9 introduces a new expected credit loss (“ECL”) impairment model that requires the Group to adopt an 
ECL position across the Group’s financial assets from 1 July 2018. The Group’s receivables balance consists 
of GST refunds from the Australian Tax Office and interest receivables from recognised Australian banking 
institutions. While cash and cash equivalents are also subject to the impairment requirements of AASB 9, an 
impairment loss would be considered immaterial. 

The loss allowances for financial assets are based on the assumptions about risk of default and expected loss 
rates. The Group uses judgement in making these assumptions and selecting the inputs to the impairment 
calculation, based on the Group’s past history, existing market conditions as well as forward looking estimates 
at the end of each reporting period. Given the Group’s receivables are from the Australian Tax Office and 
recognised Australian banking institutions, the Group has assessed that the risk of default is minimal and as 
such, no impairment loss has been recognised against these receivables as at 31 December 2018. 

(d) Issued standards and interpretations not early adopted 

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not 
yet effective have not been adopted by the Group for the reporting period ended 31 December 2018. Those 
which may be relevant to the Group are set out in the table below, but these are not expected to have any 
significant impact on the Group's financial statements: 

Presented in statement of 
financial position 

Financial 
Instrument AASB 139 AASB 9 Reported $ Restated $ 

Cash and cash equivalents Bank deposits 
Loans and 
receivables 

Amortised 
Cost 

No change No change 

Trade and other receivables 
Loans and 
receivables 

Loans and 
receivables 

Amortised 
Cost 

No change No change 

Trade and other payables 
Loans and 
payables 

Amortised 
Cost 

Amortised 
Cost 

No change No change 

F
or

 p
er

so
na

l u
se

 o
nl

y



NOTES TO THE FINANCIAL STATEMENTS 
FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
(Continued) 
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AASB 16 Leases 

AASB 16 Leases will replace existing accounting requirements for leases under AASB 117 Leases. Under 
current requirements, leases are classified based on their nature as either finance leases which are recognised 
on the Statement of Financial Position, or operating leases, which are not recognised on the Statement of 
Financial Position. 

Under AASB 16 Leases, the Group’s accounting for operating leases as a lessee will result in the recognition 
of a right-of-use (ROU) asset and an associated lease liability on the Statement of Financial Position. The 
lease liability represents the present value of future lease payments, with the exception of short-term and low 
value leases. An interest expense will be recognised on the lease liabilities and a depreciation charge will be 
recognised for the ROU assets. There will also be additional disclosure requirements under the new standard. 

Based on the Group’s assessment to date, the adoption of AASB 16 is expected to have an immaterial impact 
on the financial statements of the Group due to the minimal number, if any, of non-cancellable leases currently 
entered into by the Group which would not fall under a short-term or low value exception. 

Transition 

The Group will initially apply AASB 16 on 1 July 2019, using the modified retrospective approach. Therefore, 
the cumulative effect of adopting AASB 16 will be recognised as an adjustment to the opening balance of 
retained earnings at 1 July 2019, with no restatement of comparative information. 

When applying the modified retrospective approach to leases previously classified as operating leases under 
AASB 117, the Group can elect, on a lease-by-lease basis, whether to apply a number of practical expedients 
on transition. The Group is assessing the potential impact of using these practical expedients. 

Based on the current assessment and conditions of the Group, it is expected that the adoption of AASB 16 will 
have minimal impact if any on the financial statements of the Group. The actual impact of applying AASB 16 
on the financial statements in the period of initial application will depend however on future economic 
conditions, including the Group’s borrowing rate, the composition of the Group’s lease portfolio, the extent to 
which the Group elects to use practical expedients and recognition exemptions, and the new accounting 
policies, which are subject to change until the Group presents its first financial statements that include the date 
of initial application. 

 

 

 

 

 

Standard/Interpretation 
Application Date 

of Standard 
Application Date 

for Company 

AASB 16 Leases 1 January 2019 1 July 2019 

Interpretation 23 Uncertainty over Income Tax Treatments 1 January 2019 1 July 2019 

AASB 2017-7 Amendments – Long-term Interests in Associates and Joint Venture 
Amendments to IAS 28 and Illustrative Example – Long-term Interests in Associates and 
Joint Ventures 1 January 2019 1 July 2019 

AASB 2018-1 Amendments – Annual Improvements 2015-2017 Cycle 1 January 2019 1 July 2019 

AASB 2018-2 Amendments – Plan Amendment, Curtailment or Settlement (AASB 119) 1 January 2019 1 July 2019 

F
or

 p
er

so
na

l u
se

 o
nl

y



NOTES TO THE FINANCIAL STATEMENTS 
FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
(Continued) 
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2. SEGMENT INFORMATION 

AASB 8 requires operating segments to be identified on the basis of internal reports about components 
of the Consolidated Entity that are regularly reviewed by the chief operating decision maker in order to 
allocate resources to the segment and to assess its performance. 

The Consolidated Entity has two operating segments, being exploration in Malawi (Central Malawi 
Graphite Project) and Queensland, Australia (the Carpentaria Joint Venture). Information regarding 
these segments are reported below. 

(a) Reconciliation of Non-current Assets by geographical location 

 
 31 December 2018 

$ 
30 June 2018 

$ 

Australia  8,111 9,683 

Malawi  7,276,635 7,299,001 

  7,284,746 7,308,684 

3. INCOME AND EXPENSES 

 Consolidated 
31 December 2018 

$ 

Consolidated 
31 December 2017 

$ 

(a) Income 
  

Interest income 22,699 27,862 

R&D rebate 126,058 29,245 

 148,757 57,107 

(b) Share based payments 
  

Share based payments 274,900 371,192 

4. EXPLORATION AND EVALUATION ASSETS 

 

 

Consolidated 
31 December 2018 

$ 

Consolidated 
30 June 2018 

$ 

(a) Movement in Exploration and Evaluation Assets 
   

Carrying amount as at 1 July  7,170,282 7,170,282 

- Additions  - - 

  7,170,282 7,170,282 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE HALF YEAR ENDED 31 DECEMBER 2018 
(Continued) 
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5. EQUITY SECURITIES ISSUED 

 Consolidated 
31 December 

2018 
$ 

Consolidated 
30 June 2018 

$ 

(a) Issued and Paid Up Capital   

276,896,073 (30 June 2018: 276,896,073) fully paid ordinary 
shares 

37,139,632 37,139,632 

   

(b) Reserves   

Share Based Payment Reserve   

Nil (30 June 2018: 1,416,667) unlisted $0.15 options - 50,158 

Nil (30 June 2018: 2,350,000) unlisted $0.12 options - 99,505 

1,600,000 (30 June 2018: Nil) unlisted $0.12 options 19,984 - 

12,175,000 (30 June 2018: 4,025,000) unlisted $0.15 options 332,584 195,731 

18,550,000 (30 June 2018: 16,050,000) unlisted $0.18 options 701,686 583,623 

Sub-total options (note 5(d)) 1,054,254 929,017 

Nil (30 June 2018: 700,000) Performance Rights (note 5(e)) - - 

Total Share Based Payments Reserve 1,054,254 929,017 

   

Foreign Currency Translation Reserve (FCTR)   

Exchange differences  51,875 38,722 

Total Foreign Currency Translation Reserve (FCTR) 51,875 38,722 

Total Reserves 1,106,129 967,739 

(c) Movements in Ordinary Share Capital were as follows: 

Date Details 
Number of 

Shares 
Issue Price 

$ $ 

1 Jul 2018 Opening balance 276,896,073  37,139,632 

31 Dec 2018 Closing balance 276,896,073  37,139,632 

     

1 Jul 2017 Opening balance 217,329,083  30,986,603 

11 Aug 2017 Issue of shares to consultant 376,081 0.117 44,000 

2-3 Nov 2017 Share placement (Tranche 1) 38,956,189 0.11 4,285,181 

15-19 Dec 2017 Share placement (Tranche 2) 20,134,720 0.11 2,214,819 

31 Dec 2017 Share issue costs - - (399,450) 

31 Dec 2017 Closing balance 276,796,073  37,131,153 
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5. EQUITY SECURITIES ISSUED (Continued)  

(d) Movements in Options were as follows: 

 

Date Details Notes 
Number of 

Incentive Options 
Fair Value 

$ 
 

$ 

1 Jul 2018 Opening balance  23,841,667  929,017 

31 Jul 2018 Expiration of $0.12 options  (2,350,000) - (99,505) 

14 Sep 2018 Issue of $0.12 options (i) 850,000 0.0273 11,024 

 Issue of $0.15 options  6,000,000 0.0239 110,658 

 Issue of $0.15 options  1,150,000 0.0325 11,116 

 Issue of $0.18 options  1,250,000 0.0370 9,229 

30 Sep 2018 Expiration of $0.15 options  (1,416,667) - (50,158) 

5 Oct 2018 Issue of $0.12 options (i) 750,000 0.0401 8,959 

 Issue of $0.15 options  1,000,000 0.0462 8,564 

 Issue of $0.18 options  1,250,000 0.0517 8,700 

31 Dec 2018 Share based payment expense (i) - - 106,650 

31 Dec 2018 Closing balance  32,325,000  1,054,254 

      

1 Jul 2017 Opening balance  12,416,667  353,930 

2 Nov 2017 Issue of $0.18 options (i) 6,000,000 0.0572 343,201 

 Issue of $0.18 options  6,000,000 0.0572 - 

15 Dec 2017 Issue of $0.15 options (i) 500,000 0.0527 26,361 

31 Dec 2017 Share based payment expense (i) - - 133,848 

31 Dec 2017 Closing balance  24,916,667  857,340 
 

Notes  

(i) The value of options granted during the period is recognised over the vesting period (if applicable) of the grant in accordance with 
Australian Accounting Standards. 

(e) Movements in Performance Rights were as follows: 

 

Date Details Notes 
Number of Performance 

Rights 
 

$ 

1 Jul 2018 Opening balance  700,000 - 

31 Dec 2018 Share based payment expense (i) - - 

31 Dec 2018 Lapse of Performance Rights  (700,000) - 

31 Dec 2018 Closing balance  - - 

     

1 Jul 2017 Opening balance  1,400,000 353,040 

31 Dec 2017 Share based payment expense (i) - 62,702 

31 Dec 2017 Reversal of Performance Rights (ii) (700,000) (234,920) 

31 Dec 2017 Closing balance  700,000 180,822 
 

Notes  

(i) The value of performance rights granted during the period is recognised over the vesting period (if applicable) of the grant in 
accordance with Australian Accounting Standards. 

(ii) During the reporting period, the Company reversed performance rights as the probability of meeting the non-market vesting 
conditions reduced to nil. This amount was reversed through the Statement of Profit or Loss. 
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6. COMMITMENTS AND CONTINGENCIES 

(a) Commitments 

 

Consolidated 
31 December 2018 

$ 

Consolidated 
31 December 2017 

$ 

Exploration Commitments - Central Malawi Graphite 
Project:   

Within one year 177,747 529,722 

After one year but not more than five years 207,371 793,370 

More than five years - - 

 385,118 1,323,092 

(b) Contingencies 

 
At the last annual reporting date, the Consolidated Entity did not have any contingent liabilities.  There has 
been no material change in contingent assets and liabilities of the Consolidated Entity during the half year. 

7. DIVIDENDS PAID OR PROVIDED FOR 

No dividend has been paid or provided for during the half year (2017: nil). 

8. FAIR VALUE OF FINANCIAL INSTRUMENTS 

The Group’s financial instruments consist of those which are measured at amortised cost including trade 
and other receivables, and trade and other payables. The carrying amount of these financial assets and 
liabilities approximate their fair value.   

9. SUBSEQUENT EVENTS AFTER BALANCE DATE  

In February 2019, the Company announced that it would place (Placement) up to 66.7 million ordinary 
shares at $0.065 each to investors and directors in two tranches, to raise $4.335 million before costs. 
The first tranche of the Placement, comprising of 59.7 million shares to overseas and domestic investors 
to raise gross proceeds of A$3.9 million, was completed 13 February 2019. The second tranche of the 
Placement, comprising 7.0 million shares to Directors to raise gross proceeds of A$0.5 million, will be 
issued subject to shareholders approval to occur at a General Meeting on 20 March 2019. In addition to 
the Placement, it was announced that the Company had provided eligible shareholders with the ability 
to participate in the Placement through a Share Purchase Plan (SPP) to raise up to $1 million. The SPP 
closed on 20 February 2019 oversubscribed with 15.37 million ordinary shares issued at $0.065 each 
to eligible shareholders after an equal scale-back of 55% on 27 February 2019. 

In February 2019, the Company issued 4,000,000 options exercisable at $0.10 on or before 30 June 
2021, 4,000,000 options exercisable at $0.14 on or before 30 June 2022 and 300,000 ordinary shares 
to key consultants and employees.  

As at the date of this report, other than the above, there are no matters or circumstances which have 
arisen since 31 December 2018 that have significantly affected or may significantly affect: 

 

 the operations, in financial years subsequent to 31 December 2018, of the Group; 

 the results of those operations, in financial years subsequent to 31 December 2018, of the 
Company; or 

 the state of affairs, in financial years subsequent to 31 December 2018, of the Company. 
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Sovereign Metals Limited Financial Report for the Half Year Ended 31 December 2018 15 

In accordance with a resolution of the Directors of Sovereign Metals Limited, I state that: 

In the opinion of the Directors: 

(a) the financial statements and notes thereto are in accordance with the Corporations Act 2001, including: 

(i) complying with Accounting Standard AASB 134: Interim Financial Reporting and the Corporations 
Regulations 2001; and 

(ii) giving a true and fair view of the consolidated entity's financial position as at 31 December 2018 
and of its performance for the half year ended on that date. 

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when 
they become due and payable. 

 
This declaration is signed in accordance with a resolution of the Board of Directors made pursuant to section 
303(5) of the Corporations Act 2001. 
 
On behalf of the Board 
 
 

 
 
 
 
 
Julian Stephens 
Managing Director 
 
6 March 2019 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

F
or

 p
er

so
na

l u
se

 o
nl

y
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Competent Person Statement 
The information in the Directors’ Report that relates to Production Targets and Ore Reserves is extracted from an ASX 
announcement on 7 November 2018. This announcement is available to view on www.sovereignmetals.com.au. The 
information in the original announcement that relates to Production Targets and Ore Reserves was based on and fairly 
represent information provided by Mr Ryan Locke, a Competent Person, who is a Member of The Australasian Institute of 
Mining and Metallurgy. Mr Locke is employed by Orelogy Group Pty Ltd, an independent consulting company. Mr Locke 
has sufficient experience, which is relevant to the style of mineralisation and type of deposit under consideration, and to 
the activity he is undertaking, to qualify as a Competent Person as defined in the 2012 Edition of the ‘Australasian Code 
for Reporting of Exploration Results, Mineral Resources and Ore Reserves’. The Company confirms that it is not aware of 
any new information or data that materially affects the information included in the original market announcement. The 
Company confirms that the form and context in which the Competent Person’s findings are presented have not materially 
modified from the original market announcement. 

The information in the Directors’ Report that relates to Processing, Infrastructure and Capital and Operating Costs is 
extracted from an ASX announcement on 7 November 2018. This announcement is available to view on 
www.sovereignmetals.com.au. The information in the original announcement that related to Processing, Infrastructure and 
Capital and Operating Costs was based on and fairly represent information compiled or reviewed by Mr Matthew Langridge, 
a Competent Person, who is a Fellow Member of The Australasian Institute of Mining and Metallurgy. Mr Langridge is 
employed by Minnovo Pty Ltd, an independent consulting company. Mr Langridge has sufficient experience, which is 
relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is undertaking, 
to qualify as a Competent Person as defined in the 2012 Edition of the 'Australasian Code for Reporting of Exploration 
Results, Mineral Resources and Ore Reserves'. The Company confirms that it is not aware of any new information or data 
that materially affects the information included in the original market announcement. The Company confirms that the form 
and context in which the Competent Person’s findings are presented have not materially modified from the original market 
announcement. 

The information in the Directors’ Report that relates to Metallurgy is extracted from an ASX announcement on 7 November 
2018. This announcement is available to view on www.sovereignmetals.com.au. The information in the original 
announcement that related to Metallurgy was based on, and fairly represents, information provided by Mr Oliver Peters, 
M.Sc., P.Eng., MBA, who is a Member of the Professional Engineers of Ontario (PEO), a ‘Recognised Professional 
Organisation’ (RPO) included in a list promulgated by the ASX from time to time. Mr Peters is the President of Metpro 
Management Inc and a consultant to SGS Canada Inc. (“SGS”). SGS is engaged as a consultant by Sovereign Metals 
Limited. Mr Peters has sufficient experience, which is relevant to the style of mineralisation and type of deposit under 
consideration and to the activity which he is undertaking, to qualify as a Competent Person as defined in the 2012 Edition 
of the 'Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves'. The Company 
confirms that it is not aware of any new information or data that materially affects the information included in the original 
market announcement. The Company confirms that the form and context in which the Competent Person’s findings are 
presented have not materially modified from the original market announcement. 

The information in the Directors’ Report that relates to Mineral Resources is extracted from an announcement dated 7 
November 2018. This announcement is available to view on www.sovereignmetals.com.au. The information in the original 
ASX Announcement that related to Mineral Resources was based on, and fairly represents, information compiled by Mr 
David Williams, a Competent Person, who is a Member of The Australian Institute of Geoscientists. Mr Williams is employed 
by CSA Global Pty Ltd, an independent consulting company. Mr Williams has sufficient experience, which is relevant to 
the style of mineralisation and type of deposit under consideration, and to the activity he is undertaking, to qualify as a 
Competent Person as defined in the 2012 Edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral 
Resources and Ore Reserves’. The Company confirms that it is not aware of any new information or data that materially 
affects the information included in the original market announcement and, in the case of estimates of Mineral Resources 
that all material assumptions and technical parameters underpinning the estimates in the relevant market announcement 
continue to apply and have not materially changed. The Company confirms that the form and context in which the 
Competent Person’s findings are presented have not been materially modified from the original market announcement.  
 
The information in the Directors’ Report that relates to Exploration Results is extracted from an announcement dated 7 
November 2018 and 24 January 2019. This announcement is available to view on www.sovereignmetals.com.au. The 
information in the original ASX Announcement that related to Exploration Results was based on, and fairly represents, 
information compiled by Dr Julian Stephens, a Competent Person who is a member of the Australasian Institute of 
Geoscientists (AIG). Dr Stephens is the Managing Director of Sovereign Metals Limited and a holder of shares and options 
in Sovereign Metals Limited. Dr Stephens has sufficient experience that is relevant to the style of mineralisation and type 
of deposit under consideration and to the activity being undertaken, to qualify as a Competent Person as defined in the 
2012 Edition of the 'Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves'. The 
Company confirms that it is not aware of any new information or data that materially affects the information included in the 
original market announcements. The Company confirms that the form and context in which the Competent Person’s 
findings are presented have not been materially modified from the original market announcements.  
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The information in the Directors’ Report that relates to Metallurgical Results is extracted from an announcement on 14 
August 2018. This announcement is available to view on www.sovereignmetals.com.au. The information in the original 
announcement that related to Metallurgical Results was based on, and fairly represents, information compiled by Mr Gavin 
Diener, a Competent Person who is a member of the AusIMM. Mr Diener is the Chief Operating Officer of TZMI, an 
independent mineral sands consulting company and is not a holder of any equity type in Sovereign Metals Limited. Mr 
Diener has sufficient experience that is relevant to the style of mineralisation and type of deposit under consideration and 
to the activity being undertaken, to qualify as a Competent Person as defined in the 2012 Edition of the 'Australasian Code 
for Reporting of Exploration Results, Mineral Resources and Ore Reserves'. The Company confirms that it is not aware of 
any new information or data that materially affects the information included in the original market announcements. The 
Company confirms that the form and context in which the Competent Person’s findings are presented have not been 
materially modified from the original market announcement. 

Production Target 

The Production Target referred to in the Directors’ Report is based on Sovereign Metals Limited’s Pre-Feasibility Study for 
the Malingunde Project released to the ASX on 7 November 2018. The information in relation to the Production Target that 
the Company is required to include in a public report in accordance with ASX Listing Rules 5.16 and 5.17 was included in 
SVM’s ASX Announcement released on 7 November 2018. The Company confirms that the material assumptions 
underpinning the Production Target referenced in the 7 November 2018 release continue to apply and have not materially 
changed. 

Forward Looking Statement  

This release may include forward-looking statements, which may be identified by words such as "expects", "anticipates", 
"believes", "projects", "plans", and similar expressions. These forward-looking statements are based on Sovereign’s 
expectations and beliefs concerning future events. Forward looking statements are necessarily subject to risks, 
uncertainties and other factors, many of which are outside the control of Sovereign, which could cause actual results to 
differ materially from such statements. There can be no assurance that forward-looking statements will prove to be correct.  
Sovereign makes no undertaking to subsequently update or revise the forward-looking statements made in this release, to 
reflect the circumstances or events after the date of that release. 
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Liability limited by a scheme approved under Professional Standards Legislation. 
 
Member of Deloitte Touche Tohmatsu Limited 
 
  

 

 
 
 
 
 
The Board of Directors 
Sovereign Metals Limited 
Level 9, BGC Centre 
28 The Esplanade 
Perth WA 6000 
 
6 March 2019 
 
Dear Board Members 
 
Sovereign Metals Limited 
 
In accordance with section 307C of the Corporations Act 2001, I am pleased to provide 
the following declaration of independence to the directors of Sovereign Metals Limited. 
 
As lead audit partner for the review of the financial statements of Sovereign Metals 
Limited for the half-year ended 31 December 2018, I declare that to the best of my 
knowledge and belief, there have been no contraventions of: 
 

(i) the auditor independence requirements of the Corporations Act 2001 in 
relation to the review; and 

(ii) any applicable code of professional conduct in relation to the review.   
 

 
Yours sincerely 
 
 
 
 
 
DELOITTE TOUCHE TOHMATSU 
 
 
 
 
 
David Newman 
Partner  
Chartered Accountants 
 

 

Deloitte Touche Tohmatsu 
ABN 74 490 121 060 
 
Tower 2, Brookfield Place 
123 St Georges Terrace 
Perth WA 6000 
GPO Box A46 
Perth WA 6837 Australia 
 
Tel:  +61 8 9365 7000 
Fax:  +61 8 9365 7001 
www.deloitte.com.au 
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Liability limited by a scheme approved under Professional Standards Legislation. 
 
Member of Deloitte Touche Tohmatsu Limited 

 
 

 
 
 
 
 
 

 
Independent Auditor’s Review Report to the 
members of Sovereign Metals Limited 

 
We have reviewed the accompanying half-year financial report of Sovereign Metals Limited 
(“the Company”), which comprises the condensed consolidated statement of financial position 
as at 31 December 2018, and the condensed consolidated statement of profit or loss and other 
comprehensive income, the condensed consolidated statement of cash flows and the condensed 
consolidated statement of changes in equity for the half-year ended on that date, 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 end of the half-year or from time to time during the half-year.  
 
Directors’ Responsibility for the Half-Year Financial Report 
 
The directors of the Company are responsible for the preparation of the half-year financial 
report that gives a true and fair view in accordance with Australian Accounting Standards and 
the Corporations Act 2001 and for such internal control as the directors determine is necessary 
to enable the preparation of the half-year financial report that is free from material 
misstatement, whether due to fraud or error.  
 
Auditor’s Responsibility 
 
Our responsibility is to express a conclusion on the half-year financial report based on our 
review. We conducted our review in accordance with Auditing Standard on Review 
Engagements ASRE 2410 Review of a Financial Report Performed by the Independent Auditor 
of the Entity, in order to state whether, on the basis of the procedures described, we have 
become aware of any matter that makes us believe that the half-year financial report is not in 
accordance with the Corporations Act 2001 including: giving a true and fair view of the 
consolidated entity’s financial position as at 31 December 2018 and its performance for the 
half-year ended on that date; and complying with Accounting Standard AASB 134 Interim 
Financial Reporting and the Corporations Regulations 2001. As the auditor of Sovereign Metals 
Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit 
of the annual financial report. 
 
A review of a half-year financial report consists of making enquiries, primarily of persons 
responsible for financial and accounting matters, and applying analytical and other review 
procedures. A review is substantially less in scope than an audit conducted in accordance with 
Australian Auditing Standards and consequently does not enable us to obtain assurance that  
we would become aware of all significant matters that might be identified in an audit. 
Accordingly, we do not express an audit opinion. 

Deloitte Touche Tohmatsu 
ABN 74 490 121 060 
 
Tower 2, Brookfield Place 
123 St Georges Terrace 
Perth WA 6000 
GPO Box A46 
Perth WA 6837 Australia 
 
Tel:  +61 8 9365 7000 
Fax:  +61 8 9365 7001 
www.deloitte.com.au 

F
or

 p
er

so
na

l u
se

 o
nl

y



 
INDEPENDENT AUDITOR'S REVIEW REPORT  
(Continued) 
 

Sovereign Metals Limited Financial Report for the Half Year Ended 31 December 2018 20 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

  

 
 
  

Auditor’s Independence Declaration 
 
In conducting our review, we have complied with the independence requirements of the 
Corporations Act 2001. We confirm that the independence declaration required by the 
Corporations Act 2001, which has been given to the directors of Sovereign Metals Limited, 
would be in the same terms if given to the directors as at the time of this auditor’s review 
report. 
 
Conclusion 
 
Based on our review, which is not an audit, we have not become aware of any matter that 
makes us believe that the half-year financial report of Sovereign Metals Limited is not in 
accordance with the Corporations Act 2001, including: 
 
(a) giving a true and fair view of the consolidated entity’s financial position as at 31 

December 2018 and of its performance for the half-year ended on that date; and 
 
(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and the 

Corporations Regulations 2001. 
 
 
 
 
 
DELOITTE TOUCHE TOHMATSU 
 
 
 
 
David Newman 
Partner 
Chartered Accountants 
Perth, 6 March 2019 
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