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DIRECTORS’ REPORT
The directors present their report together with the interim financial report of Southern Gold Limited
and its controlled entities for the six months ended 31 December 2016 and the independent
auditor’s review report thereon.
The names of the directors of the Company who held office during or since the end of the half year
were:
Non-Executive Chairman

Gregory Boulton AM

BA (Accounting), FCA, FCPA, FAICD

Managing Director

Simon Mitchell

BSc (Hons) Geol, MAusIMM, GAICD, MSEG

Non-Executive Director

Michael Billing

BBus, CPA, MAICD

Non-Executive Director

David Turvey

BSc (Hons) Geol, MAusIMM, MSEG

Non-Executive Director
Peter Bamford
(appointed 13 February 2018)

BSc (Eng) Mining, ARSM, MAICD, FAusIMM

The name of the company secretary who held office during or since the end of the half year was:
Company Secretary

Daniel Hill

BAcc, CA, MBA, MAppFin, FFin, AGIA

Financial Results
The loss of the Group after providing for income tax for the half year was $701,245 (2016 loss:
$367,610).

Review of Operations
Southern Gold Limited (“Southern Gold” or the “Company”) operates in two jurisdictions, in the
Kalgoorlie district of Western Australia and in various regions of South Korea. In Australia the
Cannon Gold Mine is entering an underground development phase with cash flow expected in the
FY18/19 Financial year underpinning our exploration and development activities on other fronts.
Those development activities include the Gubong and Kochang projects in South Korea, currently
under farm-in with Bluebird Merchant Ventures Ltd, and the Weolyu gold-silver project where
underground workings were recently accessed. In parallel with this development work is a
substantial portfolio of largely epithermal gold-silver targets in southern South Korea which will likely
see much of our drilling activity in the coming year.

Australia
Southern Gold has a substantial exploration footprint in and around Kalgoorlie in Western Australia
(Figure 1). In addition to the Cannon Gold Mine, the company has 4 exploration projects:





The Bulong Gold Project: which is to the immediate east of the Cannon Gold Mine;
The Glandore Gold Project: which is currently being farmed into by Southern Gold;
The Transfind Gold Project: a small area but with high grade (visible) gold on surface;
The Cowarna Gold Project: a significant area adjacent to the operations of Silverlake
Resources Ltd and covering a regional-scale extension to the banded iron formation which
host Silverlake ore deposits at Santa, Cockeyed Bob and Maxwells.
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Figure 1. Southern Gold’s tenement package.

Cannon Gold Mine: During the reporting period Southern Gold announced a new gold resource
estimate, defined in accordance with the 2012 JORC code, at the Company’s Cannon gold mine,
near Kalgoorlie, Western Australia (Table 1 and see ASX Release 9 October 2017).
The resource was estimated using the Inverse Distance Weighting (IDW) method based on the
results of 126 drill holes (105 RC, 21 DDH through the mineralized zone) using a nominal 1g/t Au
cutoff grade and a maximum internal dilution of 3m downhole. The drill hole spacing across the
resource ranges from 5m to 10m along strike and is considered close spaced drilling providing a
very high confidence in the data and resource estimate.
Table 1: Cannon Underground Resource between 255m RL and 145m RL at 1g/t Au lower
cut off and variable top-cut by domain.
Tonnes

Grade
g/t Au

Au Troy Ounces

Total Indicated

121,570

5.68

22,180

Total Inferred
Total Resource

20,700
142,270

2.10
5.17

1,400
23,580

JORC Category

Note: totals may differ due to rounding.

Subsequent to the reporting period Southern Gold agreed the terms of a 5 year right-to-mine with
Westgold Resources Ltd (‘Westgold’) in a defined area (Figure 2 below). The agreement essentially
allows Westgold to advance the Cannon mine to the underground stage with Southern Gold to
receive $1.5 million upfront (paid in January 2018) and then a production payment of between
$160/oz and $210/oz depending on cumulative production levels and the prevailing gold price. See
ASX Release 23 January 2018 for details.
Cash flow from the underground mine is expected in FY18/19.
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Figure 2. Westgold’s defined right-to-mine area covering the Cannon deposit.

Bulong Gold Project: activity during the reporting period has been limited to soil and biogeochemistry surveys to develop new methods of looking through cover to discover blind
mineralisation, principally in the north-easterly and south-westerly extensions of the Cannon shear.
Targets are currently being developed by the technical team and likely to be tested in 2018.
Glandore Gold Project: Southern Gold is farming into the Glandore Project, 40km east of
Kalgoorlie and currently held by Aruma Resources, and can earn up to 90% of the project after
expenditure of $1.2m over a 3 year period. Southern Gold has now completed expenditure of
approximately $1 million part way through the second year and earnt the right to 75% of the project.
Our Joint Venture partner, Aruma Resource Ltd, is currently diluting to 10%.
Section 18 Ministerial consent to disturb the registered heritage Site DAA 30602 “Lake
Yindarlgooda Mammu Tjukurrpa” was approved during the reporting period.
A program of 15 Reverse Circulation (RC) and 31 Air Core (AC) drill holes for 2467.5m was
completed to evaluate shallow (<40m) gold mineralisation at Doughnut Jimmy prospect and,
secondly, to target regional gold exploration targets at the project’s Lavaeolus, Lankin and Lakes
Consol prospects.
Doughnut Jimmy was targeted with 25 AC holes (GLAC001-025) drilled to ~40m in depth. These
holes were designed as tightly spaced (10m) infill holes, to test for a previously modelled, flat lying
gold supergene blanket, residing above fresh rock over a 90m x 50m area.
Exploration drilling at Lavaeolus consisted of 6 aircore holes (GLAC026-031) for 240m. These
holes were designed to test for extensional gold mineralisation in the upper 30m. No significant
gold assays were intersected.
Exploration drilling at Lankin consisted of 4 RC holes for 352m (GLRC012–015). Drilling intersected
a east dipping quartz veined dolerite unit with silica-pyrite alteration. However only low level gold
(<1g/t Au) was intersected. One drill hole, GLRC015, intersected 3m @ 3.51g/t Au from 109m, in
a more dominant shear zone with associated biotite alteration.
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Exploration drilling at Lakes Consol consisted of 11 x RC holes for 888.5m (GLRC001 – 011). The
RC drilling successfully intersected the targeted shear zone (chlorite-sericite schist) however, the
shear returned no significant intersection.
Transfind Extended Gold Project: Soil sampling has highlighted two parallel shear zones
extending from the Transfind pit. These correspond with previous sampling and drilling results and
reinforce the quality of the drill target at Transfind Extended. Analysis of previous work and field
mapping has defined several structural intersections for drill targeting with a programme planned
in early 2018.
Cowarna Gold Project: Southern Gold received approval from the Department of Biodiversity,
Conservation and Attractions for its Conservation Management Plan. The Programme of Work
(‘PoW’) for drill programmes at Pryde and Logan have now been submitted. Once approval of the
PoW has been granted, Southern Gold will begin field work as soon as possible, currently
anticipated to start in the first half of 2018.

South Korea
In addition to its Australian portfolio, Southern Gold has a significant exploration position in South
Korea (Figure 3). The company has 3 projects (Gubong, Kochang and Taechang) currently being
advanced under a farm-in and joint venture agreement with Bluebird Merchant Ventures Ltd, a
London listed specialist narrow-vein underground gold mining group. In addition to these
development projects Southern Gold is also actively exploring for a Tier 1 deposit in its portfolio of
epithermal gold-silver targets, two of the better targets being:



The Hampyeong Gold Project: high grade gold returned from outcropping veins at surface
and recently granted tenure will see this target drilled early in 2018; and
The Weolyu Gold-Silver Project: with recently gained underground access this project will
see more detailed work at the vein system and drilling targeting deep extensions.

Figure 3: Project locations in the Republic of Korea. Gubong, Taechang, Kochang, Weolyu and
Hampyeong.
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Gubong Gold Project: Southern Gold wholly-owned subsidiary, Southern Gold Korea (SGK) has
been working with development partner, London Stock Exchange-listed Bluebird Merchant
Ventures Ltd (‘Bluebird’) on the reopening of the Gubong Gold Mine in central South Korea.
Bluebird has confirmed physical access to the mine has been achieved and has now commenced
preliminary assessment works. This evaluation will take until mid-2018 and cover resource
estimation, mining methodology, metallurgical studies, capital and operating cost estimates.
The current Bluebird mine model capturing the extent of the historical data indicates that the mine
has been developed along at least 1.5km of strike and to 500m below ground level and includes in
the order of 120km of underground development. This is significant because orogenic gold deposits
such as Gubong typically have depths of 2km or more and there are several satellite vein systems
that have yet to be fully tested, potentially resulting in significant extensions to the mineralised zone.
Gubong is shaping up to be a very large mineralised system with the potential for mine re-activation
at significant scale.
Kochang Gold Project: Southern Gold completed a significant amount of ‘boots on the ground’
field mapping and sampling and demonstrated kilometre scale mineralisation is in place at Kochang
during the field season in 2017. With an historic gold and silver mine on the tenement and with
relatively easy underground access at the gold mine, and challenging topography on surface, the
logical next step is to evaluate the project at the quartz vein system underground.
Subsequent to the reporting period the Farm In and Joint Venture Agreement with Bluebird
Merchant Ventures was extended to include the Kochang Project and Bluebird has subsequently
confirmed physical access underground.
Taechang Gold Project: only limited ground work has been completed at Taechang. Assessment
has involved the review of historical data and mine plans and the development of a 3D mine model
and strategy to take the project forward.
Weolyu Gold-Silver Project: Southern Gold’s 2017 program at Weolyu South comprised 5
diamond drill holes for 1,256m and the drilling program successfully intersected high-grade gold
and silver bearing banded low-sulphidation epithermal quartz veins at the Surprise, Moonlight and
Summit vein systems. The drilling was conducted in steep, difficult-to-access terrain with the
topography limiting optimal drill targeting of veins.
The mapped and logged epithermal quartz vein textures and silver values up to 0.1% Ag are
indicative of a high-level low-sulphidation epithermal quartz vein system with significant depth
potential over hundreds of metres.
Safe underground access at Weolyu South was also achieved in November 2017 via newly installed
ladders, and from this, an intense phase of underground works focused on testing the Surprise and
the Moonlight Veins was completed. A total of 101 underground channel samples (wall/back/face)
were collected, over a strike length of 150m, covering three levels. The sampling was conducted
on in-situ veining of the mapped Surprise and Moonlight veins with assay results confirming
numerous intercepts of high-grade epithermal gold and silver quartz veining and excellent
mineralisation continuity (Figure 4).
A series of high grade shoots have been interpreted plunging below the level of the old workings
and supported by the intersection from the diamond drilling in WUDD007.
Early interpretations by Southern Gold suggest there is up to three plunging lenses of higher grade
gold and silver. In terms of future potential and extensions to mineralised zones, Weolyu South sits
within the high-silver zone of the epithermal mineralisation vertical zonation model, with the
expectation that the high-gold zone is situated below this level.
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Figure 4: Stylised long section of Weolyu South old workings and underground channel
sampling with interpreted plunging mineralised shoots open at depth.

Hampyeong Gold Project: subsequent to the reporting period Southern Gold announced the
discovery of multiple gold mineralised epithermal quartz veins outcropping in a zone over 200m
wide and over 1 km in strike extent, with outcropping veins having true widths of 4-5m in some
zones (Figure 5). Hampyeong has therefore been confirmed as an exciting “walk up” drill target,
something that will be completed early in 2018.
Project Generation: A major Project Generation exercise in South Korea has been launched
involving the detailed study of historical databases and the work of very experienced technical
advisors to generate a short list of highly prospective high to low sulphidation epithermal gold-silver
projects in the south of the country. The most prospective of these targets have been checked on
the ground and several new tenement applications have been put in place. Importantly the field
programme has uncovered visually significant epithermal vein textures that are indicative of
potentially mineralised epithermal systems. Southern Gold’s exploration footprint and prospectivity
is expected to significantly lift during the course of 2018 off the back of this initiative.
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Figure 5: Hampyeong, South Korea. Newly identified kilometre-scale Au-Ag mineralised
epithermal quartz veins.
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Competent Persons Statement:
The information in this report that relates to Exploration Results in Australia has been compiled
under the supervision of Mr. Justin Gum (MAIG). Mr Gum who is an employee of Southern Gold
Limited and a Member of the Australasian Institute of Geoscientist, has sufficient experience which
is relevant to the style of mineralisation and type of deposit under consideration and to the activity
he has undertaken to qualify as a Competent Person as defined in the 2012 Edition of the
Australasian Code for the Reporting of Mineral Resources and Ore Reserves. Mr Gum consents
to the inclusion in this report of the matters based on the information in the form and context in
which it appears.
The information in this report that relates to Exploration Results in South Korea has been compiled
under the supervision of Dr Chris Bowden (FAusIMM(CP)). Dr Bowden, who is an employee of
Southern Gold Limited and a Fellow and Chartered Professional of The Australasian Institute of
Mining and Metallurgy, has sufficient experience which is relevant to the style of mineralisation and
type of deposit under consideration and to the activity he has undertaken to qualify as a Competent
Person as defined in the 2012 Edition of the Australasian Code for the Reporting of Exploration
Results, Mineral Resources and Ore Reserves. Dr Bowden consents to the inclusion in this report
of the matters based on the information in the form and context in which it appears.
The information in this report that relates to JORC Resources has been compiled under the
supervision of Mr. Paul Androvic (AusIMM). Mr Androvic who is an employee of Southern Gold
Limited and a Member of the Australasian Institute of Mining and Metallurgy, has sufficient
experience which is relevant to the style of mineralisation and type of deposit under consideration
and to the activity he has undertaken to qualify as a Competent Person as defined in the 2012
Edition of the Australasian Code for the Reporting of Mineral Resources and Ore Reserves. Mr
Androvic consents to the inclusion in this report of the matters based on the information in the form
and context in which it appears.

AUDITORS INDEPENDENCE DECLARATION
The auditor's independence declaration under section 307C of the Corporations Act 2001 is attached.

Dated at Adelaide this 13th day of March 2018 and signed in accordance with a resolution of the Directors.

S Mitchell
Managing Director

G C Boulton AM
Chairman
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Grant Thornton House
Level 3
170 Frome Street
Adelaide, SA 5000
Correspondence to:
GPO Box 1270
Adelaide SA 5001
T 61 8 8372 6666
F 61 8 8372 6677
E info.sa@au.gt.com
W www.grantthornton.com.au

Auditor’s Independence Declaration to the Directors of Southern
Gold Limited
In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor
for the review of Southern Gold Limited the half-year ended 31 December 2017. 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 review; and

b

No contraventions of any applicable code of professional conduct in relation to the review.

Grant Thornton Audit Pty Ltd
Chartered Accountants

I S Kemp
Partner – Audit & Assurance
Adelaide, 13 March 2018

Grant Thornton Audit Pty Ltd ACN 130 913 594
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389
‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms, as the
context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm
is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one another and
are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to Grant Thornton Australia Limited ABN 41 127 556 389 and its
Australian subsidiaries and related entities. GTIL is not an Australian related entity to Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.

Consolidated Statement of Profit or Loss and Other Comprehensive Income
for the Half Year ended 31 December 2017
Note

Half Year Ended
31 Dec 2017
$

Half Year Ended
31 Dec 2016
$

1,997,548
(820,725)
1,176,823
25,289

4,074,689
(1,790,510)
2,284,179
3,120

(42,366)
(254,346)
(384,116)
(367,392)
(90,000)
(149,367)
(138,762)
(390,979)
(29,483)
(56,546)

(1,266,191)
(142,906)
(135,350)
(336,568)
(90,000)
(172,173)
(127,024)
(303,704)
(283,142)
(915,517)
(19,725)
(351,170)

(701,245)
(701,245)

(1,856,171)
1,488,561
(367,610)

171,502

(24,954)

(529,743)

(392,564)

(1.44)
(1.44)

(0.83)
(0.83)

Continuing Operations
Revenue
Cost of Sales
Other revenue
Exploration expenditure written off
Exploration expenses
Exploration expenses (Cannon underground)
Mine management costs (Cannon open pit)
Salaries and wages
Directors fees (cash)
Interest expense
Shareholder relations expenses
Consulting expenses
Other expenses
Mine development amortisation expense
Depreciation expense
Share based payments
Profit/(loss) before income tax
Income tax benefit/(expense)
Net loss for the half year

3

4

Other Comprehensive Income
Items that may be reclassified subsequently to profit or
loss:
Exchange differences on translation of foreign controlled
entity
Total comprehensive income for the period
Earnings Per Share
Basic (cents per share)
Diluted (cents per share)

The above Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction
with the accompanying condensed notes.
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Consolidated Statement of Financial Position as at 31 December 2017
Note
CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Inventories (gold)
Other assets
TOTAL CURRENT ASSETS

As at
31 Dec 2017
$
m

As at
30 June 2017
$

3,116,765
191,417
24,258
3,332,440

5,376,908
403,711
820,725
23,904
6,625,248

11,939,860
187,428

10,270,630
168,308

TOTAL NON-CURRENT ASSETS

12,127,288

10,438,938

TOTAL ASSETS

15,459,728

17,064,186

247,891

355,330

-

1,418,772

102,546

172,130

TOTAL CURRENT LIABILITIES

350,437

1,946,232

TOTAL LIABILITIES

350,437

1,946,232

15,109,291

15,117,954

40,072,064
1,095,264
(26,058,037)

39,607,530
2,814,815
(27,304,391)

15,109,291

15,117,954

NON-CURRENT ASSETS
Exploration and evaluation expenditure
Plant and equipment

3

CURRENT LIABILITIES
Trade and other payables
Dividend payable
Provisions

5

NET ASSETS
EQUITY
Issued capital
Reserves
Accumulated losses
TOTAL EQUITY

6

The above Statement of Financial Position should be read in conjunction with the accompanying
condensed notes.
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Consolidated Statement of Changes in Equity for the
Half Year ended 31 December 2017

Balance at 1 July 2016

Foreign
currency
translation
reserve
$

Issued
Capital
$

Accumulated
losses
$

Share-based
payment
reserve
$

35,700,379

(28,492,218)

2,074,566

-

9,282,727

-

(367,610)

-

(24,954)

(392,564)

3,590,603

-

-

-

3,590,603

(13,452)

-

-

-

(13,452)

Total
$

Total comprehensive income in
the period
Transactions with owners:
Issue of share capital
Costs associated with the issue
of shares
Fair value of options issued to
employees (Note 7)
Balance at 31 December 2016

-

-

351,170

-

351,170

39,277,530

(28,859,828)

2,425,736

(24,954)

12,818,484

Balance at 1 July 2017

39,607,530

(27,304,391)

2,875,107

(60,292)

15,117,954

-

(701,245)

-

171,502

(529,743)

464,534
-

1,947,599

(1,947,599)

-

464,534
-

-

-

56,546

-

56,546

40,072,064

(26,058,037)

984,054

111,210

15,109,291

Total comprehensive income in
the period
Transactions with owners:
Issue of share capital (Note 6)
Options lapsed or exercised
Fair value of options issued to
employees (Note 7)
Balance at 31 December 2017

The above Statement of Changes in Equity should be read in conjunction with the accompanying condensed notes.
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Consolidated Statement of Cash Flows for the
Half Year ended 31 December 2017
Half Year Ended
31 Dec 2017
Inflows
(Outflows)
$

Half Year Ended
31 Dec 2016
Inflows
(Outflows)
$

25,289
2,185,413
(1,939,185)

2,557
561
2,000,000
(428,302)
(1,303,902)

271,517

270,914

Cash flows related to investing activities
Payments for mining tenements, exploration and
evaluation expenditure
Payments for acquisition of a subsidiary
Payments for plant and equipment

(1,541,153)
(46,103)

(922,465)
(115,695)
(36,970)

Net investing cash flows

(1,587,256)

(1,075,130)

Cash flows related to financing activities
Proceeds from share issues
Payment for share issue costs
Repayment of borrowings
Proceeds from borrowings
Payment of Dividend

(945,648)

1,200,000
(13,452)
(1,500,000)
500,000
-

Net financing cash flows

(945,648)

186,548

(2,261,387)

(617,668)

5,376,908

1,441,891

1,244

-

3,116,765

824,223

Note

Cash flows related to operating activities
Interest received
Other income
Receipts from Operations
Mine management costs (Joint Operations)
Payments to suppliers and employees
Net operating cash flows

Net increase/(decrease) in cash
Cash at beginning of financial period
Exchange rate adjustments on opening cash
Cash at end of financial period

The above Statement of Cash Flows should be read in conjunction with the accompanying condensed
notes.
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Condensed Notes to the financial statements for the
Half Year ended 31 December 2017
1.

BASIS OF PREPARATION OF ACCOUNTS
This half year financial report is a general purpose financial report prepared in accordance with the Corporations
Act 2001 and AASB 134 “Interim Financial Reporting”, Australian Accounting Interpretations and other
authoritative pronouncements of the Australian Accounting Standards Board.
It is recommended that this financial report be read in conjunction with the annual financial report for the year
ended 30 June 2017 and any public announcements made by Southern Gold Limited and its controlled entities
during the half year in accordance with continuous disclosure requirements arising under the ASX Listing Rules.
The half year financial report does not include full disclosures of the type normally included in an annual financial
report.
Southern Gold Limited is a company domiciled in Australia. The Consolidated half year financial report of the
Company as at and for the six months ended 31 December 2017 comprises the Company and its subsidiaries
(together referred to as the "consolidated” entity).
Changes in accounting policies and accounting policies applied for the first time
The accounting policies adopted by the Group are consistent with those of the previous financial year and
corresponding interim reporting period.
Management has reviewed a number of new or amended standards that became applicable for the current
reporting period and has considered the impact of standards issued but not yet applied by the entity in the period.
As a result, the group did not have to change its accounting policies or make retrospective adjustments as a result
of these standards and there was no material effect on the classification or presentation of balances.
Estimates and judgements
When preparing the half year financial statements, management undertakes a number of judgements, estimates
and assumptions about recognition and measurement of assets, liabilities, income and expenses. The actual results
may differ from the judgements, estimates and assumptions made by management, and will seldom equal the
estimated results.
The judgements, estimates and assumptions applied in the half year financial statements, including the key
sources of estimation uncertainty were the same as those applied in the Group’s last annual financial statements
for the year ended 30 June 2017.

2.

OPERATING SEGMENTS
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 identified its operating segments based
upon the geographies of Australia and the Republic of Korea (South Korea). This is the basis on which internal
reports are provided to the Board of Directors for assessing performance and determining the allocation of
resources within the consolidated entity.
The Half Year Report for the comparative period ending 31 December 2016 disclosed its operating segments as
the exploration for precious and base metals, and the production of precious and base metals. The Production
segment represented the Group’s 50% interest in the joint operations being undertaken at the Cannon gold mine.
Mining activity under the joint operations was completed in March 2017. The Production segment for the 6
months to 31 December 2017 comprised two final cash distributions totalling $2,185,413, representing the
Company’s 50% shares of revenues of $1,997,548 and cost of goods sold of $820,725. At 31 December 2017,
there were nil net assets in the Production segment, and this method of segmenting the Company’s financial
information is no longer relevant. Subsequent to 31 December 2017, Southern Gold entered into a new agreement
with development partner, Westgold Resources Ltd (‘Westgold’, ASX code “WGX”) for the underground
development phase at Southern Gold’s Cannon gold mine. The new agreement grants Westgold a 5 year rightto-mine in exchange for an up-front payment of $1.5 million and future payments for each ounce of gold produced
(refer Note 9).
The segment information for the comparative period ending 31 December 2016 has been restated to be consistent
with the geographic segmentation presented for the half year period ending 31 December 2017. The comparative
period for the South Korean segment commences on 8th July 2016, being the date the South Korean net assets
were acquired.
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Half year ended 31/12/2017

South Korea

Australia

Consolidated

$

$

$

Segment Revenue
Revenue from Joint Operations

-

Other Income
Total Segment Revenue

1,997,548

1,997,548

435

24,854

25,289

435

2,022,402

2,022,837

Segment Expenses
Exploration expenditure written off

-

(42,366)

(42,366)

(190,012)

(64,334)

(254,346)

Exploration expenses (Cannon underground)

-

(384,116)

(384,116)

Share of Joint Operations expenses

-

(820,725)

(820,725)

Other expenditure
Total Segment Expenditure

(360,431)

(574,776)

(935,207)

(550,443)

(1,886,317)

(2,436,760)

Segment Profit/(loss)

(550,008)

136,085

(413,923)

Exploration expenses

Corporate expenditure

(287,322)

Profit/(loss) before income tax

(701,245)

Income tax benefit/(expense)

-

Profit/(loss)

As at 31/12/2017

(701,245)

South Korea

Australia

$

$

Consolidated
$

Assets and Liabilities
Inventories

-

-

-

4,271,995

7,667,865

11,939,860

238,720

164,383

403,103

4,510,715

7,832,248

12,342,963

-

-

-

Other Segment Liabilities

81,438

268,999

350,437

Segment Liabilities

81,438

268,999

350,437

4,429,277

7,563,249

11,992,526

Exploration and evaluation expenditure
Other segment assets
Segment Assets
Share of Joint Operations Liabilities

Segment Net Assets
Corporate net assets
cash
Total Net Assets

3,116,765
15,109,291

17 | P a g e

Half year ended 31/12/2016

South Korea

Australia

Consolidated

$

$

$

Segment Revenue
Revenue from Joint Operations
Other Income

-

4,074,689

4,074,689

40

3,080

3,120

Total Segment Revenue

40

4,077,769

4,077,809

Segment Expenses
Exploration expenditure written off

-

(1,266,191)

(1,266,191)

(140,160)

(2,746)

(142,906)

Mine management costs (joint operations)

-

(135,350)

(135,350)

Mine development amortisation expense

-

(915,517)

(915,517)

Share of Joint Operations expenses
Other expenditure

-

(1,790,510)

(1,790,510)

(376,077)

(567,062)

(943,139)

Total Segment Expenditure

(516,237)

(4,677,376)

(5,193,613)

Segment Profit/(loss)

(516,197)

(599,607)

(1,115,804)

Exploration expenses

Corporate expenditure

(740,367)

Profit/(loss) before income tax

(1,856,171)

Income tax benefit/(expense)

1,488,561

Profit/(loss)

(367,610)

As at 30/6/2017

South Korea

Australia

Consolidated

$

$

$

Assets and Liabilities
Inventories (gold)

-

820,725

820,725

3,389,692

6,880,938

10,270,630

138,563

457,360

595,923

3,528,255

8,159,023

11,687,278

-

-

-

Other Segment Liabilities

68,724

458,736

527,460

Segment Liabilities

68,724

458,736

527,460

3,459,531

7,700,287

11,159,818

Exploration and evaluation expenditure
Other segment assets
Segment Assets
Share of Joint Operations Liabilities

Segment Net Assets
Corporate net assets
cash

5,376,908

Provision for dividend

(1,418,772)

Total Net Assets

15,117,954
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3.

EXPLORATION AND EVALUATION EXPENDITURE
31 December
2017
$

30 June
2017
$

A reconciliation of the carrying amount of exploration and
evaluation phase expenditure is set out below:
Costs brought forward

10,270,630

7,132,433

-

2,489,661

142,856

(18,631)

1,568,740

2,336,474

(42,366)

(1,669,307)

11,939,860

10,270,630

Subsidiary acquired
Net foreign exchange differences
Expenditure incurred during the year
Expenditure written off / impairment for relinquished tenements

Exploration and evaluation expenditure incurred is accumulated in respect of each identifiable area of interest.
These costs are only carried forward to the extent that they are expected to be recouped through the successful
development of the area or where activities in the area have not yet reached a stage that permits reasonable
assessment of the existence of economically recoverable reserves.
A regular review is undertaken of each area of interest to determine the appropriateness of continuing to carry
forward costs in relation to that area of interest.
Accumulated costs in relation to an abandoned area are written off in full against profit in the period in which
the decision to abandon the area is made.
During the period ending 31 December 2017, Southern Gold has written off exploration and evaluation
expenditure of $42,366 relating to four tenements that were planned to be relinquished. These tenements were
relinquished subsequent to the end of the half year period, in January 2018.
During the period ending 31 December 2016, Southern Gold had written off exploration and evaluation
expenditure of $1,266,191 as follows:


$377,899 relating to four tenements that were relinquished in the period, and



$888,292 relating to a number of tenements impacted by a recent heritage re-instatement. Although
these tenements have not been relinquished at this point, the Directors and management have made an
assessment of each tenement impacted by a recent heritage re-instatement. Exploration and evaluation
expenditure has been written off in full where the specific area of interest on a tenement is included in
the area of the heritage site, and the likely increase in future development costs arising from the heritage
site outweigh the likely economic value and potential for future development of that area of interest.

As previously disclosed, during the period ending 31 December 2016, Southern Gold acquired 100% of a
Singaporean registered company, IGPL, itself a 100% owner of a South Korean company Southern Gold Korea
Ltd. The value of the exploration and evaluation asset acquired was $2,489,661.
4.

INCOME TAX EXPENSE
Half Year
Ended
31 Dec 2017
$

Half Year
Ended
31 Dec 2016
$

The components of the tax benefit comprise:
Research and development tax concession
Tax losses brought to account

-

299,479
1,189,082
1,488,561

Southern Gold is currently preparing an application for the research and development tax concession for the 2017
tax year. It is anticipated that the application will be lodged by the end of March 2018.
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5.

PROVISIONS
31 December
2017
$

30 June
2017
$

The aggregate provisions recognised in and included in the
financial statements is as follows:
Current Provisions
Employee entitlements provision

102,546

70,130

-

102,000

102,546

172,130

Mine restoration provision

The provision for mine restoration was Southern Gold’s 50% share of the joint operation’s estimated provision
to rehabilitate the Cannon open pit gold mine. The rehabilitation is being undertaken by the open pit contractor,
Westgold Ltd. Subsequent to 31 December 2017, Southern Gold entered into a new agreement with Westgold
for the underground development phase at Southern Gold’s Cannon gold mine. Under the new agreement,
Westgold is responsible for all rehabilitation obligations and any regulatory requirements. Refer Note 9.

6.

ISSUE OF SECURITIES
Fully paid ordinary shares issued

7.

Movements in ordinary shares on issue

Number

$

At 1 July 2017

47,292,415

39,607,530

Dividend reinvestment plan
Share issue costs
At 31 December 2017

1,858,138
49,150,553

464,534
40,072,064

SHARE BASED PAYMENTS RESERVE
During the half year ended 31 December 2017, 505,000 unlisted options were issued to the employees on 30
November 2017, pursuant to the terms of the Employee Share Option Plan. The exercise price is $0.375 for all
the options issued, with an expiry of 30 November 2022 for 475,000 of the options and an expiry date of 31 July
2022 for 30,000 options. The options were valued at $56,546 using the Black Scholes method, using a volatility
of 58% and an interest rate of 2.09% (the five year Australian Government bond rate at 30 November 2017). The
full amount of the valuation was expensed in the half year ended 31 December 2017, as the options were granted
without any vesting conditions.

8.

CONTINGENT LIABILITIES AND CONTINGENT ASSETS
There were no changes in contingent liabilities or contingent assets from those disclosed in the annual report for
the year ended 30 June 2017.

9.

SUBSEQUENT EVENTS
On 23rd January 2018, the Southern Gold announced a new agreement with development partner, Westgold for
the underground development phase at Southern Gold’s Cannon gold mine, near Kalgoorlie. The features of the
agreement comprise:


Westgold to have a 5 year right-to-mine over a defined 1km radius on mining license M25/333 which
essentially covers the Cannon Gold deposit with Westgold assuming all financing and operating risk;



Westgold will have the right and flexibility to devise its own mine plan;
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In exchange for this right to mine, Westgold will pay Southern Gold $1.5 million within 5 business days
(now received) and a production payment on a $/troy oz of gold produced as follows:
o

$160/oz for the first 15,000oz produced (or $190/oz in any quarter where the average gold price
exceeds $1,800/oz), and

o

$180/oz for all production in excess of 15,000oz (or $210/oz in any quarter where the average
gold price exceeds $1,800/oz).

And on 13 February 2018, Southern Gold announced an extension of the Farm In and Joint Venture arrangement
with London listed Bluebird Merchant Ventures (‘BMV’) to include the Kochang project in South Korea. The
terms for the Kochang gold project are broadly in line with what was previously agreed for the Gubong and
Taechang gold projects:


A farm-in stage where BMV invest US$0.5 million in compiling a high level report on project feasibility
targeting capital expenditure of no more than US$10 million, or less than US$5 million each;



The report may or may not provide for several projects to be developed in parallel or potentially as
stand-alone operations but Kochang’s relatively high gold and silver grades may enable transport of ore
over distance; and



BMV (or one of its associates) is to complete a placement in Southern Gold shares to the value of A$0.25
million and at the same price agreed for the other projects, or A$0.386/share, by 31 May 2018.

In effect this takes the potential investment by BMV to US$1.5 million across 3 projects (Gubong, Taechang and
now Kochang) should they take all of them through the farm-in and joint venture process. It also potentially
means a total equity investment in Southern Gold of A$0.75 million at A$0.386/share, with A$0.25 million
having already been completed on 30 June 2017.
After the completion of the farm-in investment, the share placement and the report on project feasibility, a 50:50
Joint Venture will be formed with BMV as the operator. This is expected to occur within approximately 12
months.
Other than as noted above, no other matters or circumstances have arisen since the end of the half year which
significantly affected, or may significantly affect, the operations of the consolidated entity, the results of those
operations or state of affairs of the consolidated entity in future financial years.
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Directors’ Declaration
Directors’ Declaration for the six months ended 31 December 2017
The Directors of the Company declare that:
1) The financial statements and notes, as set out on pages 12 to 21 are in accordance with the Corporations Act 2001,
including:
a)

complying with Accounting Standards AASB 134 Interim Financial Reporting; and

b) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2017, and of its
performance for the half-year ended on that date.
2) In the directors’ opinion, 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 made in accordance with a resolution of the Board of Directors.

S Mitchell
Managing Director

G C Boulton AM
Chairman

Adelaide, South Australia
13th day of March 2018
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Grant Thornton House
Level 3
170 Frome Street
Adelaide, SA 5000
Correspondence to:
GPO Box 1270
Adelaide SA 5001
T 61 8 8372 6666
F 61 8 8372 6677
E info.sa@au.gt.com
W www.grantthornton.com.au

Independent Auditor’s Review Report
To the Members of Southern Gold Limited
Report on the Half Year Financial Report
Conclusion
We have reviewed the accompanying half year financial report of Southern Gold Limited and its
subsidiaries (the Group), which comprises the consolidated statement of financial position as at
31 December 2017, and the consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for
the half year ended on that date, a description of accounting policies, other selected explanatory
notes, and the directors’ declaration.
Based on our review, which is not an audit, nothing has come to our attention that causes us to
believe that the half year financial report of Southern Gold Limited does not give a true and fair
view of the financial position of the Group as at 31 December 2017, and of its financial
performance and its cash flows for the half year ended on that date, in accordance with the
Corporations Act 2001, including complying with Accounting Standard AASB 134 Interim Financial
reporting.
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 gives a true and fair view and is free
from material misstatement, whether due to fraud or error.

Grant Thornton Audit Pty Ltd ACN 130 913 594
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389
‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms, as the
context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm
is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one another and
are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to Grant Thornton Australia Limited ABN 41 127 556 389 and its
Australian subsidiaries and related entities. GTIL is not an Australian related entity to Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.
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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 Group’s financial position as at
31 December 2017 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 Southern Gold 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.
Independence
In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001.

Grant Thornton Audit Pty Ltd
Chartered Accountants

I S Kemp
Partner – Audit & Assurance
Adelaide, 13 March 2018

