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DIRECTORS’ REPORT 

The Directors of PNX Metals Limited (‘PNX’ or ‘Company’) present their report for the financial year ended 30 
June 2020.  

Directors 

The names and details of directors in office during and since the end of the financial year are as follows: 

Graham Ascough (Non-Executive Chairman) 

Appointed 7 December 2012 

Graham Ascough (BSc, PGeo, MAusIMM) is a senior resources executive with more than 30 years of industry 
experience evaluating mineral projects and resources in Australia and overseas.  

Mr Ascough, a geophysicist by training, has had broad industry involvement playing a leading role in setting 
the strategic direction for companies, completing financing and in implementing successful exploration 
programmes.  Mr Ascough was the Managing Director of Mithril Resources Ltd from October 2006 until June 
2012. Prior to joining Mithril in 2006, he was the Australian Manager of Nickel and PGM Exploration at a major 
Canadian resources house, Falconbridge Limited, which was acquired by Xstrata Plc in 2006.  He is a member 
of the Australian Institute of Mining and Metallurgy and is a Professional Geoscientist of Ontario, Canada. 

In the 3 years immediately prior to 30 June 2020, Graham Ascough held the following directorships of other 
listed companies for the following periods: 

• Non-executive Chairman, Sunstone Metals Limited – since 30 November 2013 

• Non-executive Chairman, Mithril Resources Limited – from 9 October 2006 to 15 May 2019 

• Non-executive Chairman, Musgrave Minerals Limited – since 26 May 2010 

Paul J Dowd, Non-Executive Director 

Appointed 27 September 2007 

Paul Dowd has over 50 years’ experience in the mining industry in Australia and many overseas countries.  In 
April 2012 he retired as Managing Director of PNX, a position he assumed in September 2008.  Mr Dowd’s 
experience includes executive management roles including Vice President of Newmont Mining Corporation’s 
Australian and New Zealand Operations and Managing Director of Newmont Australia Limited, and as a senior 
public servant – head of the resources and petroleum department in the Kennett Government of Victoria.  In 
2015, he retired as Chairman of the SA Mineral Resources & Heavy Engineering Skills Centre but remains on 
the Board.  In 2017, Mr Dowd retired as a non-executive director of Oz Minerals Limited after 8 years of service.  
He is a non-executive director of Energy Resources of Australia Limited (ERA), a board member of the 
Sustainable Minerals Institute (University of Queensland) and retired as Chairman, but remains a Councillor of 
the Mineral Resources Sector Advisory Council of the CSIRO.  In the 3 years immediately prior to 30 June 2020, 
Paul Dowd held the following directorship of other listed companies for the following period: 

• Non-executive director, Energy Resources of Australia Limited - since 26 October 2015 

Peter Watson, Non-executive Director 

Appointed 7 September 2007 

Peter Watson, a founder of PNX, studied Law at Melbourne University and graduated with honours. He has 
practiced law since 1970, specialising in commercial, corporate, resources and trade practices law. He is 
admitted to practice in South Australia, New South Wales, Victoria and Western Australia as well as the High 
Court of Australia. For over 20 years, Mr Watson was a partner in the national law firm now known as Norton 
Rose Fulbright. During that time he established, and for 4 years managed, its Perth office. He also managed its 
Melbourne office for 2 years. In 1996 Mr Watson joined Andersen Legal as its first Melbourne partner and in 
1999 was recruited by Normandy Mining Limited as its group legal counsel and a group executive. Following 
the takeover of Normandy by Newmont Mining Corporation, he returned to private legal practice and founded 
the boutique law firm Watsons Lawyers in Adelaide which on 1 July 2016 merged with Piper Alderman (an 
Adelaide headquartered firm with Sydney, Melbourne and Brisbane offices).  Mr Watson is a director of BGRF 
Company Ltd, the trustee of the Bethlehem Griffiths Research Foundation (a medical research charitable 
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foundation), non-executive director of Felton Grimwade & Bosisto’s Pty Ltd (a manufacturer and supplier of 
essential oil products and over-the-counter therapeutic products) and a trustee of a perpetual charitable trust.  
In the 3 years immediately prior to 30 June 2020, Peter Watson held no directorships of other listed companies.  

David Hillier, Non-executive Director 

Appointed 17 September 2010 

David Hillier is a Chartered Accountant and has more than 40 years’ experience in commercial aspects of the 
resources industry. He has served as Chairman and as a director of a number of public companies in the mining 
and exploration fields, including Lawson Gold Limited and Buka Gold Limited.  He was Chief Financial Officer 
and an executive director of AIM listed Minerals Securities Limited, based in London.  Over a period of 14 years 
Mr Hillier held a range of senior executive positions in the Normandy Mining Limited Group of companies and 
was Chief Financial Officer of Normandy for six of these years. In the 3 years immediately prior to 30 June 2020, 
David Hillier held no directorships of other listed companies. 

Hans-Jörg Schmidt, Non-executive Director 

Appointed 11 November 2019 

Based in Monaco, Mr Schmidt has a Master of Business & Administration from the University of 
Mannheim (Germany) and has a strong track record of business start-up and investment 
management. He is an experienced Private Equity Investor, working and investing across a broad 
range of industries and has held senior positions in investment banking and investment research 
firms along with director roles for publicly listed Companies in Europe. He has advised boards and 
management teams on investment decisions, financings and transactions across a broad range of 
industries.  In the 3 years immediately prior to 30 June 2020, Hans-Jörg Schmidt held no directorships of other 

ASX listed companies. 

James Fox, Managing Director & Chief Executive Officer (MD & CEO) 

Appointed 26 November 2014 

James Fox has been CEO of the Company since May 2012.  He has over 20 years’ experience in the mining 
industry. Prior to joining PNX, he was responsible for the development and operation of the Nickel Laterite 
Heap Leach project at the Murrin Murrin operations in Western Australia. Mr Fox has held various senior 
processing positions including Process Manager at the Nifty Copper Operation in Western Australia. He has 
worked in the UK, Cyprus, Uganda and Australia in gold, lead, zinc, copper, nickel and cobalt mining and 
processing operations.  In the 3 years immediately prior to 30 June 2020, James Fox held no directorships of 
other listed companies. 

Company Secretary 

Angelo Gaudio (Appointed 10 January 2019) 

Angelo Gaudio has significant experience in senior financial positions within the resource sector.  Previous roles 
include; the Chief Financial Officer and Company Secretary for Investigator Resources Limited, Renascor 
Resources Limited, as well as Vice President, Finance and Administration with Heathgate Resources. 

Angelo is a qualified accountant with over forty years of finance, management and accounting experience.  His 
expertise includes corporate finance, risk management, financial reporting and corporate development.  
Angelo is a Fellow of the Institute of Public Accountants and a certificated member of the Governance Institute 
of Australia. 
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Interests in Shares and Performance Rights of the Company 

As at the date of this report, the interests of the Directors in the shares, unlisted options and Performance 
Rights of PNX are as follows: 

Graham Ascough, Non-Executive Chairman 

Graham Ascough has an indirect interest in 11,066,532 Shares and 3,125,000 unquoted options with an 
exercise price of 1.5 cents each, expiring on 30 September 2021. 

Paul Dowd, Non-Executive Director 

Paul Dowd has a direct interest in 500,000 Shares, an indirect interest in 21,354,638 Shares and 6,250,000 
unquoted options with an exercise price of 1.5 cents each, expiring on 30 September 2021. 

Peter Watson, Non-Executive Director 

Peter Watson has a direct interest in 2,827,571 Shares, an indirect interest in 13,485,714 Shares and related 
parties of Mr Watson hold 1,570,165 Shares. 

David Hillier, Non-executive Director 

David Hillier has an indirect interest in 10,500,001 Shares and 3,125,000 unquoted options with an exercise 
price of 1.5 cents each, expiring on 30 September 2021. 

James Fox, Managing Director & CEO 

James Fox holds 10,800,000 Performance Rights, and a related party of Mr Fox holds 9,999,999 Shares and 
1,875,000 unquoted options with an exercise price of 1.5 cents each, expiring on 30 September 2021. 

Dividends and Distributions 

No dividends or distributions were paid to members during the financial year and none were recommended or 
declared for payment. 

Principal Activities  

The principal activity of the Company and its wholly owned subsidiary (‘Group’) during the financial year was 
advancement of the Fountain Head Gold Project and progression of a Definitive Feasibility Study (‘DFS’) over 
its Hayes Creek Zinc and Precious Metals Project ,  both situated in the Pine Creek region of the Northern 
Territory.  The Company continued to conduct near-mine and regional mineral exploration at its Fountain Head 
and other projects in the Pine Creek region of the Northern Territory (‘NT’). 

Review of Operations 

Refer to the Overview and Exploration Report sections of this Annual Report for detail on the Fountain Head 
and Hayes Creek Projects and regional exploration activities conducted during the year in the NT.  

In December 2019, the Company made the significant decision to re-prioritise its NT activities and focus on 
near-term gold production from the Fountain Head Gold Project.  

New geological information derived from analysis and interpretation of the most recent 2019 and 2020 
diamond and reverse circulation (RC) drilling campaigns resulted in an updated Mineral Resource Estimate (FH 
MRE) of 2.94 Mt at 1.7g/t for 156,000oz of gold at Fountain Head due to low zinc prices at the time and strong 
Australian dollar gold price. 

Subsequent to the year-end, the Company announced that it had signed a non-binding term sheetwith Halifax 
Capital Pty Limited (HC) and its subsidiary Bridge Creek Mining Pty Limited (BCM) for a proposed:  

• capital investment of A$40 million by HC (or nominee) via BCM to fund the acquisition, construction 
and commissioning of a fit-for-purpose gold Carbon-in-Leach (CIL) processing plant and associated 
infrastructure (Project Infrastructure) to be located at PNX’s 100% owned Fountain Head Gold Project 
(FH) in the Pine Creek region of the Northern Territory to facilitate profitable treatment of certain PNX 
(including FH) and BCM gold mineral resources; and 

• an unincorporated joint venture (JV) between PNX and BCM to mine and process those mineral 
resources through the Project Infrastructure and to share 50/50 the gold produced with agreed direct 
operating coststo be paid by PNX and BCM in the same proportion.  
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The proposed transaction and JV with BCM and HC provides the Company with a clear pathway for 
development of the Fountain Head gold resource. It also allows the Company to focus on generating a pipeline 
of additional gold resources for processing at Fountain Head, through regional exploration within its’ significant 
tenure in the NT. 

PNX’s overall strategy remains to rapidly monetise the existing gold mineral resources at Fountain Head whilst 
retaining control over any future Hayes Creek Project development. The mined-out Fountain Head pit will be 
made available for use as tailings storage for subsequent sulphide flotation of ore from the Mt Bonnie and Iron 
Blow zinc-gold-silver deposits at Hayes Creek. 

There has been a significant rise in the gold and silver price between publishing of the Hayes Creek PFS in mid 
2017 and at 30 June 2020. Significant value still exists at Hayes Creek and the Company is assessing options to 
advance development once the Fountain Head gold project is operational. 

The Group reported a loss after tax for the year of $1.5 million (2019: $1.1 million).  The higher loss was due 
primarily to the $0.5 million impairment charge in respect of previously capitalised exploration and evaluation 
expenditure. 

The Group’s corporate costs, which include head office wages, directors’ fees, professional fees, insurance, 
regulatory, occupancy and communication costs have not changed significantly. 

Net operating cash outflows of $0.7 million for the year primarily reflect payments for exploration activities 
$4.3 million) and to suppliers and employees ($1.1 million) financed through new shares issued ($1.6 million), 
maturing term deposits ($2.5 million) and various government grants ($0.5 million).  Exploration and Evaluation 
cash outflows of $4.3 million consisted of $3.2 million on the Fountain Head Gold Project $0.7 million on the 
Hayes Creek DFS and $0.4 million on NT regional exploration for the year. 

The Company raised a total $1.6 million during March 2020 through a share placement at 1.5 cents per share 
to sophisticated and professional investors raising $0.5 million and $1.1 million through the exercise of unlisted 
options at 1.5 cents per share. 

Significant Changes in State Of Affairs 

There were no significant changes in the state of affairs of the Group during or since the end of the year. 

Significant Events Subsequent to the end of the Financial Year 

On 15 July 2020 the Company announced that it had signed a non-binding term sheet for a proposed financial 
commitment by private company Halifax Capital and  joint venture  with its subsidiary Bridge Creek Mining to 
fund the acquisition, construction and commissioning of a fit-for-purpose gold Carbon-in-Leach (CIL) processing 
plant and associated infrastructure (Project Infrastructure) to be located at PNX’s 100% owned  Fountain Head 
Gold Project .  HC has proposed to fund A$40m to cover the anticipated capital required for development and 
construction of Project Infrastructure and related costs necessary to fast track the Project.  Formal binding 
documentation for the proposed transaction is anticipated to be completed in October 2020, with commercial 
gold production targeted for late 2021, subject to receipt of Mining and Environmental approvals. 
 
The proposed transaction and JV with BCM provides the Company with a clear path to monetising the Fountain 
Head gold resource and certainty around a funding solution that minimises dilution for PNX shareholders and 
significantly de-risks the Fountain Head Gold Project. It will also allow the Company to focus on generating a 
pipeline of additional gold resources for processing at Fountain Head, through regional exploration within its’ 
significant tenure in the NT. 
 
The Group’s office lease in Rose Park, South Australia, extended to August 2020 as at year end. Subsequent to 
30 June 2020, the Company secured the extension of the office lease for a further 12 months. 
 
There has been no other matter or circumstance that has occurred subsequent to the end of the financial year 
that has significantly affected, or may significantly affect, the operations of the Group, the results of those 
operations, or the state of affairs of the Group in future financial years. 
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Likely Developments  

The Company’s aim is to be a sustainable, profitable gold and base metals producer and successful minerals 
explorer by advancing the Fountain Head and Hayes Creek Projects to development and production, and by 
making new mineral discoveries in the Pine Creek region of the Northern Territory to either supplement the 
Fountain Head and Hayes Creek Projects or to be developed as stand-alone operations. 

Environment Regulation and Performance 

The Group continues to meet all environmental obligations across its tenements.   

An environmental Notice of Intent was submitted to the Northern Territory Environmental Protection 
Authority (NT EPA) in December 2019 and as expected, on 16 March 2020 the Company received a Statement 
of Reasons determining that the Fountain Head Gold Project requires an Environmental Impact Statement 
(EIS). Final Terms of Reference were received during May 2020. 

The majority of technical information and studies required to inform the Project EIS have now been completed, 
however, due to the proposed agreements with HC and BCM it is expected that amendments will be required 
to incorporate the updated process route. As a result submission of the EIS is likley to be deferred until the 
latter part of 2020. 

Options and Performance Rights  

There were no additional Performance Rights issued during the financial year.  There were no shares issued in 
satisfaction of Performance Rights that vested under the Company’s Performance Rights Plan.  1,640,000 
Performance Rights lapsed during the year as the vesting conditions were not met.  At the date of this report, 
10,800,000 Performance Rights are on issue. 

There were no options issued during the financial year.  74,000,000 shares were issued on 23 March 2020 at a 
price of 1.5 cents per share in satisfaction of the exercise of 74,000,000 unquoted options, raising $1.1million. 
As at the date of this report, a total of 379,125,000 unquoted options are on issue, comprising 20,000,000 
unquoted options exercisable at a price of $0.0147 per share, expiring on 30 October 2020 and 359,125,000 
unquoted options exercisable at a price of $0.015 per share, expiring on 30 September 2021. 

Indemnification and Insurance of Directors and Officers 

The Company entered into a Deed of Access, Insurance and Indemnity with Peter Watson and Paul Dowd on 
12 November 2007, David Hillier on 22 September 2010, Graham Ascough on 11 December 2012, James Fox 
on 26 November 2014, and Hans-Jörg Schmidt on 11 November 2019.  Under the terms of these Deeds, the 
Company has undertaken, subject to restrictions in the Corporations Act 2001, to: 

• indemnify each Director in certain circumstances; 

• advance money to a Director for the payment of legal costs incurred by a Director in defending legal 
proceedings before the outcome of those proceedings is known (subject to an obligation by the 
Director to repay money advanced if the costs become costs in respect of which the Director is not 
entitled to be indemnified under the Deed);  

• maintain Directors’ and Officers’ insurance cover (if available) in favour of each Director whilst they 
remain a Director of the Company and for a run out period after ceasing to be such a director; and  

• provide each Director with access to Board papers and other documents provided or available to the 
Director as an Officer of the Company. 

Throughout and since the end of the financial year, the Company has had in place and paid premiums for 
insurance policies, with a limit of liability of $10 million, indemnifying Directors and Officers of the Company 
against certain liabilities incurred in the conduct of business or in the discharge of their duties as Directors or 
Officers of the Company.  The contracts of insurance contain confidentiality provisions that preclude disclosure 
of the premium paid. 

Directors’ attendance at Meetings 

There were 9 Board meetings held during the financial year. Graham Ascough, Peter Watson, David Hillier, Paul 
Dowd and James Fox attended all 9 meetings, while Hans-Jörg Schmidt (appointed on 11 November 2019) 
attended 6 of the meetings, being all of the meetings held since his appointment. 



PNX Metals Limited (ASX: PNX) Financial Report for the year ended 30 June 2020 

 

7 

 

Three Audit Committee meetings were held during the financial year.  Audit Committee members David Hillier, 
Graham Ascough and Peter Watson attended each meeting, as did James Fox and Paul Dowd by invitation.  
Hans-Jörg Schmidt (appointed on 11 November 2019) attended 2 of the 3 meetings by invitation. 

Auditor’s Independence Declaration 

The auditor’s independence declaration is included on page 13. 

Non-Audit Services 

During the year no services other than the external audit were provided by the Company’s auditor Grant 
Thornton. 

REMUNERATION REPORT – AUDITED 
 
This Report outlines the remuneration arrangements in place for the Directors and the Company Secretary. 

Where this Report refers to the ‘Grant Date’ of Shares or Performance Rights, the date mentioned is the date 
on which those Shares or Performance Rights were agreed to be issued (whether conditionally or otherwise) 
or, if later, the date on which key terms of the Shares or Performance Rights (eg performance conditions) were 
determined. 

Directors and Key Management Personnel details 

The following persons acted as Directors of the Company during and since the end of the financial year: 

• Graham Ascough (Non-Executive Chairman) 

• Paul Dowd (Non-Executive Director) 

• Peter Watson (Non-Executive Director) 

• David Hillier (Non-Executive Director) 

• Hans-Jörg Schmidt (Non-Executive Director – appointed on 11 November 2019) 

• James Fox (Managing Director & CEO) 

The following persons were Key Management Personnel of the Company and Group during and since the end 
of the financial year: 

• Angelo Gaudio (Chief Financial Officer & Company Secretary) 

Relationship between remuneration policy and Group performance 

There is no direct link between the Group’s financial and operating performance and the setting of 
remuneration except as discussed below in relation to certain Performance Rights. 

Remuneration Philosophy 

The performance of the Group depends on the quality of its Directors and management and therefore the 
Group must attract, motivate and retain appropriately qualified industry personnel. The Group embodies the 
following principles in its remuneration framework: 

• provide competitive rewards to attract and retain high calibre executives, directors and employees; 

• link executive rewards to Group operating performance and shareholder value by the granting of 
Performance Rights with performance-based vesting conditions; and 

• ensure total remuneration is competitive by market standards. 

The Group does not currently have a policy on trading in derivatives that would limit exposure to losses 
resulting from share price decreases applicable to Directors and employees who receive part of their 
remuneration in securities of the Company.  The Board is not aware of any of the Company’s Directors or key 
management personnel ever conducting such activity. 
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Remuneration Policy 

The Group does not have a separately established remuneration committee. The full Board acts as the Group’s 
remuneration committee. The Board is responsible for determining and reviewing remuneration arrangements 
for Non-Executive Directors, the Managing Director & CEO, the Company Secretary and other senior 
management. The Board assesses the appropriateness of the nature and amount of remuneration of such 
persons on a periodic basis with reference to relevant employment market conditions with the overall 
objective of ensuring maximum stakeholder benefit from the retention of a high quality Board and executive 
team. External advice on remuneration matters is sought when the Board deems it necessary.  

The remuneration of Non-Executive Directors and senior management is not dependent on the satisfaction of 
performance conditions, except in relation to Performance Rights as described below. 

The Company has established an Employee Performance Rights Plan (‘Plan’), where the Directors can, at their 
discretion, grant Performance Rights to eligible participants. Upon a grant of Performance Rights, the Board 
may set vesting conditions, determined at the Board’s discretion, which if not satisfied will result in the lapse 
of the Performance Rights granted to the particular employee.   

Each Performance Right granted converts into one ordinary share in PNX on vesting.  No amounts are paid or 
payable by the recipient on receipt of the Performance Right, nor at vesting.  Performance Rights have no 
entitlement to dividends or voting rights.  

Non-Executive Director Remuneration 

The Board seeks to set remuneration of Non-Executive Directors at a level which provides the Company with 
the ability to attract and retain Directors of the highest calibre, whilst incurring a cost which is appropriate at 
this stage of the Company’s development. 

As Non-Executive Chairman, Graham Ascough is entitled to receive $75,000 per annum inclusive of 
superannuation and Non-Executive Directors are each entitled to receive $40,000 per annum inclusive of 
superannuation. Non-Executive Directors are entitled to be paid reasonable travelling, accommodation and 
other expenses incurred as a consequence of their attendance at meetings of Directors and otherwise in the 
execution of their duties as Directors. Non-Executive Directors are also entitled to additional remuneration for 
extra services or special exertions, in accordance with the Company’s Constitution. There are no schemes for 
retirement benefits other than government mandated superannuation. No additional amounts were paid to 
any Director during the financial year (2019: $ Nil).  There has been no changes to these fees or entitlemets 
since the inception of the Company in 2007. 

In response to the COVID-19 pandemic, all Directors agreed to a 20% reduction of their director’s fees for the 
3-month period from 1 April 2020 to 30 June 2020. 

Summary details of remuneration for Non-Executive Directors are given in the tables on pages 10 and 11.  
Remuneration is not dependent on the satisfaction of performance conditions.  The maximum aggregate 
remuneration of Non-Executive Directors, other than for extra services or special exertions, is $500,000 per 
annum. 

Managing Director & Chief Executive Officer Remuneration 

The Group aims to reward the Managing Director & Chief Executive Officer (MD & CEO) with a level and mix of 
remuneration commensurate with his position and responsibilities within the Group to: 

• align the interests of the MD & CEO with those of shareholders; 

• through Performance Rights, link reward with the strategic goals and performance of the Group; and 

• ensure total remuneration is competitive by market standards. 

James Fox has been Chief Executive Officer of PNX since 1 May 2012 and assumed the title Managing Director 
& CEO on 26 November 2014 with his appointment to the Board.  Mr Fox is entitled to an annual salary of 
$275,000, vehicle and telephone benefits to an estimated remuneration value of $20,000, as well as mandated 
superannuation contributions, 20 days annual leave and 10 days sick leave per annum. 

At 30 June 2020 and as of the date of this report, Mr Fox held no Shares in the Company directly.  At 30 June 
2020 and the date of this report, a related party of Mr Fox held 9,999,999 Shares in the Company. 
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During the year, 800,000 of 11,600,000 Performance Rights held by Mr Fox lapsed as the performance 
conditions were not met.  The Performance Rights have performance conditions related to key Company 
objectives, including development of the Hayes Creek project and Company share price performance.  
Performance conditions are required to be achieved within specified time periods (extending to 3 December 
2021) in order for the Rights to vest. 

At 30 June 2020, a total of 10,800,000 Performance Rights subject to performance conditions were held by Mr 
Fox. 

James Fox’s employment with the Company may be terminated on 3 months written notice or on summary 
notice if he: 

• is charged with any criminal offence or is guilty of any other conduct which, in the reasonable opinion 
of the Board, is prejudicial to the interests of the Group;  

• is negligent in the performance of his duties; 

• is incapacitated from performing his duties as Chief Executive Officer by illness or injury for a period 
of 2 consecutive months;  

• materially breaches any term of his contract of employment and this is not remedied within 14 days 
of notice of the breach to him by the Company; 

• materially contravenes any share dealing code relating to shares;   

• is the subject of, or causes the Company or Group to be the subject of, a material penalty or serious 
reprimand  imposed by any regulatory authority; or 

• independently acts in a manner contravening the directives and expressed wishes of the Board. 

 
Chief Financial Officer & Company Secretary Remuneration 

Angelo Gaudio has been the Chief Financial Officer and Company Secretary of the Company since 10 January 
2019.  Through his company, Angelo Gaudio provides his services on a part-time basis and at a rate of $10,000 
per month plus GST plus reimbursement of out of pocket expenses.  The services may be terminated by either 
party on one months’ notice.  During the 2020 financial year, Mr Gaudio was paid fees of $120,000 (excluding 
GST). 
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Remuneration of Directors and Key Management Personnel  
 
Directors’ and Key Management Personnel remuneration (all amounts are paid or payable) for the year ended 
30 June 2020:  
 

 
1 Hans-Jörg Schmidt was appointed as a director on 11 November 2019. 
2 Value of Performance Rights that have not yet vested that is attributable to the 2020 financial year. 
3 20% reduction in Directors fees Directors was applied for Qtr 4 (Apr-Jun 2020) in response to the COVID-19 Pandemic. 
4 20% reduction in James Fox CEO salary was applied for Qtr 4 (Apr-Jun 2020) in response to the COVID-19 Pandemic and 
annual leave entitlement was taken in lieu of the reduction. 
5 Use of a company provided motor vehicle. 
  

 Short term employment 
benefits 

Post-
Employment 

Equity  

Salary & Fees 
Non–Cash 
benefits5 

Superannuat-
ion 

Shares and 
Performance 

Rights 
Total 

% of total 
remunerat-

ion 
consisting 
of equity 

 Directors 

Graham Ascough3 $71,250 - - - $71,250 0% 

Paul Dowd3 $34,704 - $3,296 - $38,000 0% 

Peter Watson3 $34,704 - $3,296 - $38,000 0% 

David Hillier3 $38,000 - - - $38,000 0% 

Hans-Jörg Schmidt1, 3 $21,501  $2,042 - $23,543 0% 

James Fox4 $276,125 $17,0235 $25,000 $33,8252 $351,973 9.6% 

 Chief Financial Officer & Company Secretary 

Angelo Gaudio $120,000 - - - $120,000 0% 

TOTALS $596,284 $17,023 $33,635 $33,825 $680,766 5.0% 
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Directors’ and Key Management Personnel remuneration for the year ended 30 June 2019: 

1 Value of Performance Rights that have not yet vested that is attributable to the 2019 financial year (includes adjustments 
for lapsed Performance Rights). 
2 Angelo Gaudio was appointed as Company Secretary/CFO on 10 January 2019. 
3 Tim Moran resigned from his role of Company Secretary/CFO on 10 January 2019. 
4 Andy Bennett resigned from his role as Exploration Manager on 6 September 2018. 

 
Equity holdings of Directors and Key Management Personnel  

(i) Fully paid ordinary shares issued by PNX Metals Limited: 

 
Balance 

 1 July 2019 
Net Changes 

Balance 
 30 June 2020 

Directors    

Graham Ascough 11,066,532 - 11,066,532 

Paul Dowd 21,854,638 - 21,854,638 

Peter Watson1 16,313,285 - 16,313,285 

David Hillier 10,500,001 - 10,500,001 

Hans-Jörg Schmidt - - - 

James Fox2 - - - 

Key Management Personnel 

Angelo Gaudio - - - 
   1 Additional shares held by related parties at 30 June 2020: 1,570,165 (2019: 1,570,165). 
   2 Shares held by related party at 30 June 2020: 9,999,999 (2019: 9,999,999). 
  

 Short term employment 
benefits 

Post-
Employment 

Equity  

Salary & Fees 
Non–Cash 
benefits 

Superannuat-
ion 

Shares and 
Performance 

Rights 
Total 

% of total 
remunerati

on 
consisting 
of equity 

 Directors 

Graham Ascough $75,000 - - - $75,000 0% 

Paul Dowd $36,530 - $3,470 - $40,000 0% 

Peter Watson $36,530 - $3,470 - $40,000 0% 

David Hillier $40,000 - - - $40,000 0% 

James Fox $27 

6,125 

- 
$25,000 $22,5501 $323,675 7.0% 

 Chief Financial Officer & Company Secretary 

Angelo Gaudio 2 $70,000 - - - $70,000 0% 

Tim Moran 3 $116,372 - $10,371 -$4,6651 $122,078 0% 

 Other Key Management Personnel 

Andy Bennett 4 $74,977 - $3,978 - $78,955 0% 

TOTALS $725,534 - $46,289 $17,885 $789,708 2.3% 
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(ii) Unquoted options exercisable at 1.5 cents, expiring on 30 September 2021 issued 
by PNX Metals Limited: 

 
Balance 

 1 July 2019 
Net Changes 

Balance 
 30 June 2020 

Directors    

Graham Ascough 3,125,000 - 3,125,000 

Paul Dowd 6,250,000 - 6,250,000 

Peter Watson - - - 

David Hillier 3,125,000 - 3,125,000 

Hans-Jörg Schmidt    

James Fox1 - - - 

Key Management Personnel 

Angelo Gaudio - - - 
   1 Options held by related parties at 30 June 2020: 1,875,000 (2019: 1,875,000). 

 

(iii) Performance Rights issued by PNX Metals Limited and outstanding: 

 Balance 1 July 2019 Granted Vested Forfeited Balance 30 June 2020 

 Vested Unvested    Vested Unvested 

James Fox - 11,600,000 - - 800,000 - 10,800,000 

 

 

Other related party transactions 

During the financial year the Group engaged Piper Alderman, an entity in which a Director (Peter Watson) is a 
senior consultant, to advise on legal matters. The cost of services paid to Piper Alderman during the financial 
year, inclusive of GST, was $34,438 (2019: $78,657). 

 
End of Remuneration Report 
 
 
Signed on 15th September 2020 in accordance with a resolution of the Board made pursuant to section 298(2) 
of the Corporations Act 2001. 

 

 

Graham Ascough 

Chairman 
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AUDITOR’S INDEPENDENCE DECLARATION 
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Consolidated Statement of Profit or Loss and Other Comprehensive Income for the 
year ended 30 June 2020 

  

Note 

Year Ended 

30/06/20 

$ 

Year Ended 

30/06/19 

$ 

Interest income 4(a) 43,417 34,887 

Other income  70,000 60,431 

    

Employee benefits  (258,518) (238,061) 

Professional fees 4(e) (414,447) (421,321) 

Directors’ fees  (208,793) (195,000) 

Exploration – tenement maintenance 10 (34,719) (64,758) 

Occupancy  4(c) (66,501) (68,177) 

Insurance   (29,196) (31,057) 

Share registry and regulatory  (61,560) (90,663) 

Communication   (12,882) (20,042) 

Audit fees 20 (36,028) (28,599) 

Equity-based remuneration 18 (33,824) (9,785) 

Other expenses  (105,072) (83,696) 

Depreciation  4(b) (7,591) (6,598) 

Impairment - exploration and evaluation assets 4(d), 10 (500,000) (137,379) 

Interest charges  - - 

Loss before income tax  (1,655,714) (1,299,818) 

Income tax benefit 5 150,189 219,836 

Loss for the year  (1,505,525) (1,079,982) 

Other comprehensive income/loss: 

Items that will not be subsequently reclassified to 

profit or loss: 

   

Financial assets - Fair Value through OCI 9, 16 (438,329) 38,677 

Total comprehensive loss for the year, 
attributable to equity holders of the parent 

 (1,943,854) (1,041,305) 

Loss Per Share – continuing operations    

 Basic and Diluted (cents per share) 25 (0.06) (0.07) 

Loss Per Share - Total    

     Basic and Diluted (cents per share) 25 (0.06) (0.07) 

The above Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with 

the accompanying notes. 
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Consolidated Statement of Financial Position as at 30 June 2020 

 
Note 

30/06/20 

$ 

30/06/19 

$ 

CURRENT ASSETS    

Cash and cash equivalents 6 1,972,721 2,803,691 

Financial Assets – Term Deposits 6 - 2,500,000 

Trade and other receivables 7 93,582 356,443 

Prepayments and deposits 8 155,165 150,682 

Other financial assets 9 90,244 528,573 

TOTAL CURRENT ASSETS  2,311,712 6,339,389 

NON-CURRENT ASSETS    

Exploration and evaluation expenditure 10 16,364,563 12,505,077 

Plant and equipment 11 14,768 25,760 

TOTAL NON-CURRENT ASSETS  16,379,331 12,530,837 

TOTAL ASSETS  18,691,043 18,870,226 

    

CURRENT LIABILITIES    

Trade and other payables 12 479,920 352,394 

Provisions 13 130,586 143,106 

TOTAL CURRENT LIABILITIES  610,506 495,500 

NON-CURRENT LIABILITIES    

Provisions 13 19,258 5,795 

Contract Liabilities 14 2,400,000 2,400,000 

TOTAL NON-CURRENT LIABILITIES  2,419,258 2,405,795 

TOTAL LIABILITIES  3,029,764 2,901,295 

    

NET ASSETS  15,661,279 15,968,931 

    

EQUITY    

Issued capital 15 47,072,054 45,469,675 

Reserves 16 (19,297) 385,208 

Accumulated losses 17 (31,391,478) (29,885,952) 

TOTAL EQUITY  15,661,279 15,968,931 

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Changes in Equity for the 
year ended 30 June 2020 

  
Issued capital 

Equity-based 
payment 
Reserves 

 
Fair Value 

OCI Reserves 

 
Accumulated 

losses 

 
 

Total 

 $ $ $ $ $ 

Balance at 1 July 2018 36,917,796 40,230 296,516 (28,805,970) 8,448,572 

Total Loss for the Year - - - (1,079,982) (1,079,982) 

Other Comprehensive 
Income 

- - 38,677 - 38,677 

Total Comprehensive 
Loss for the year 

- - 38,677 (1,079,982) (1,041,305) 

Shares issued 8,944,398 - - - 8,944,398 

Share issue costs (392,519) - - - (392,519) 

Interest on convertible 
notes – reduction to 
equity 

- - - - - 

Fair value of equity 
settled payments 

- 9,785 - - 9,785 

Balance at 30 June 2019 45,469,675 50,015 335,193 (29,885,952) 15,968,931 

      

Balance at 1 July 2019 45,469,675 50,015 335,193 (29,885,952) 15,968,931 

Total Loss for the Year - - - (1,505,525) (1,505,525) 

Other Comprehensive 
Loss 

- - (438,329) - (438,329) 

Total Comprehensive 
Loss for the year 

- - (438,329) (1,505,525) 
 

(1,943,854) 
 

Shares issued 
(Placement) 

500,000 - - - 500,000 

Shares issued (Unlisted 
Options exercised) 

1,110,000 - - - 1,110,000 

Share issue costs (7,621) - - - (7,621) 

Fair value of equity 
settled payments 

- 33,824 - - 33,824 

Balance at 30 June 2020 47,072,054 83,839 (103,136) (31,391,477) 15,661,280 

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Cash Flows for the  
year ended 30 June 2020 

 Inflows/(Outflows) 

 
Year Ended 
30/06/20 

$ 

Year Ended 
30/06/19 

$ 

Cash flows relating to operating activities   

Receipt of Research and Development tax offsets  415,025 - 

COVID-19 stimulus support received 50,000 - 

Payments for exploration activities expensed (34,720)  

Payments to suppliers and employees (1,122,469) (1,214,207) 

Net operating cash flows (692,164) (1,214,207) 

   

Cash flows relating to investing activities   

Term Deposits (terms greater than 90 days) – Matured 
/(Purchased) 

2,500,000 (2,500,000) 

Interest received 41,780 36,317 

Payments for exploration activities (4,282,964) (2,940,550) 

Payments for plant and equipment - (20,255) 

Proceeds on disposal of plant & equipment - 30,431 

Net investing cash flows (1,741,184) (5,394,057) 

   

Cash flows relating to financing activities   

Proceeds from share issues (Note 15) 1,610,000 8,944,398 

Payments for capital raising costs (7,621) (392,519) 

Net financing cash flows 1,602,379 8,551,879 

   

Net increase/(decrease) in cash (830,970) 1,943,615 

Cash at beginning of financial year 2,803,691 860,076 

Cash at end of financial year 1,972,721 2,803,691 

   

Loss for the year (1,505,525) (1,079,982) 

Interest income (43,417) (34,886) 

Miscellaneous income (50,000) (60,431) 

Equity-based remuneration 33,824 9,785 

Depreciation and amortisation 7,591 6,598 

Exploration not capitalised – investing 34,720 64,758 

Impairment charges – exploration and evaluation assets 500,000 137,379 

(Increase)/decrease in receivables - operating 263,092 (225,149) 

(Increase)/decrease in other current assets – operating  12,954 6,164 

Increase/(decrease) in payables - operating 56,737 (18,333) 

Increase/(decrease) in employee provisions (2,140) (20,110) 

Net operating cash flows (692,164) (1,214,207) 

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes 
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Notes to the Financial Statements for the Year Ended 30 June 2020 

1. General information and Basis of Preparation 

PNX Metals Limited (“Company”) is a for-profit Australian publicly listed company, incorporated and 
operating in Australia.  Its registered office and principal place of business is Level 1, 135 Fullarton Road, 
Rose Park, South Australia 5067.  

The consolidated financial statements of PNX Metals Limited comprises the Company and its controlled 
entity (“Group”) and is a general purpose financial report prepared in accordance with Australian 
Accounting Standards and Interpretations issued by the Australian Accounting Standards Board and the 
Corporations Act 2001. 

The consolidated financial statements also comply with International Financial Reporting Standards as 
issued by the International Accounting Standards Board. 

The consolidated financial statements have been prepared on the basis of historical cost, which is based on 
the fair values of the consideration given in exchange for assets.  All amounts are presented in Australian 
dollars, unless otherwise noted. 

The financial statements were authorised for issue by the Directors on 15th September 2020. 

2. New and revised Accounting Standards 

At the date of authorisation of these financial statements, several new, but not yet effective, Standards and 
amendments to existing Standards, and Interpretations have been published by the IASB. None of these 
Standards or amendments to existing Standards have been adopted early by the Group. Management 
anticipates that all relevant pronouncements will be adopted for the first period beginning on or after the 
effective date of the pronouncement. New Standards, amendments and Interpretations not adopted in the 
current year have not been disclosed as they are not expected to have a material impact on the Group’s 
financial statements. 

The accounting policies applied by the Group in the consolidated financial statements are consistent with 
those applied in the prior year, except for the adoption of new standards effective as of 1 January 2019. 
The Group has not early adopted any other standard, interpretation or amendment that has been issued 
but is not yet effective. The Group applies, for the first time, AASB 16 Leases and AASB Interpretation 23 - 
Uncertainty over Income tax treatments, for the year ending 30 June 2020.  As required by AASB 134, the 
nature and effect of these changes are disclosed below. Several other amendments and interpretations 
apply for the first time in 2020, but do not have an impact on the consolidated financial statements of the 
Group. 

AASB 16 Leases 

AASB 16 was issued in January 2016 and replaces AASB 117 Leases, AASB Interpretation 4 Determining 
whether an Arrangement contains a Lease, AASB Interpretation 115 Operating Leases-Incentives and AASB 
Interpretation 127 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. AASB 16 
sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires 
lessees to account for all leases under a single on-balance sheet model similar to the accounting for finance 
leases under AASB 117.  

Transition to AASB 16 

The Group has elected to account for it’s lease using one of the practical expedients as decribed in AASB 16 
C10(c), due to the short-term nature of the remaining lease term on transition. Instead of recognising a 
right-of-use asset and lease liability, the payments in relation to this lease are recognised as an expense in 
profit or loss on a straight-line basis over the lease term. At the date of transition a total of $80,213 was 
payable over the remaining period of this lease. 

Interpretation 23 - Uncertainty over income tax treatments  

The first-time adoption of this amendment did not have any impact on the amounts recognised in prior 
periods and is not expected to significantly affect the current or future periods.  
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3.  Significant accounting policies  

In the application of the Group’s accounting policies, which are described below, management is required 
to make judgements, estimates and assumptions. Key areas of judgement and estimation uncertainty are 
discussed in Note 3(s). 

The following significant accounting policies have been adopted in the preparation of the financial report: 

a) Going Concern Basis 

The financial report has been prepared on the going concern basis which contemplates the continuity 
of normal business activities and the realisation of assets and the settlement of liabilities in the ordinary 
course of business. 

For the year ended 30 June 2020, the Group made a loss of $1,505,525 (2019: loss of $1,079,982) and 
recorded a net cash outflow from operating and investing activities of $2,433,348 (2019: $6,608,264).  
At 30 June 2020, the Group had cash of $1,972,721 (2019: $2,803,691), net current assets, excluding 
the investment in Sunstone Metals Ltd of $1,610,963 (2019: $5,315,315) and net assets of $15,661,280 
(2019: $15,968,931). 

The Directors believe that it is appropriate to prepare the financial statements on the going concern 
basis, as the Group raised sufficient capital during the year to allow activities to progress towards the 
development of the Fountain Head Gold Project. The Group’s ability to continue as a going concern is 
contingent on raising additional capital and/or the successful exploration and subsequent exploitation 
of its areas of interest through sale or development. 

If sufficient additional capital is not raised, the going concern basis of accounting may not be 
appropriate, and the Group may have to realise its assets and extinguish its liabilities other than in the 
ordinary course of business and at amounts different from those stated in the financial report.  No 
allowance for such circumstances has been made in the financial report. 

b) Principles of consolidation 

The consolidated financial statements comprise the financial statements of the Company and entities 
controlled by the Company (its subsidiaries).  Control is achieved when the Company: 

• has power over the investee; 

• is exposed, or has rights, to variable returns from its involvement with the investee; and 

• has the ability to use its power to affect its returns. 

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that 
there are changes to one or more of the three elements of control listed above. 

The results of subsidiaries acquired or disposed of are included in the Statement of Profit or Loss and 
Other Comprehensive Income from the effective date of acquisition and up to the effective date of 
disposal. 

Profit or loss and each component of other comprehensive income are attributed to the owners of the 
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed 
to the owners of the Company and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance. 

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their 
accounting policies into line with those used by other members of the Group. 

All intra-group transactions, balances, income and expenses, and cash flows are eliminated in full on 
consolidation.  
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3. Significant accounting policies (continued) 

c) Revenue  

Revenue is measured at the fair value of consideration received or receivable. 

Contract Liabilities 

Cash received from the forward sale of metal from future mining projects is accounted for as a long-
term liability until such time as the metal is delivered.  Deferred revenue amounts are recognised as 
revenue from the sale of goods in the period that the related metal is delivered. 

Interest 

Interest income is accrued on a time basis, with reference to the principal balance and at the effective 
interest rate applicable, which is that rate that exactly discounts estimated future cash receipts through 
the expected life of the financial asset to the asset’s net carrying amount. 

d) Government Grants 

Government grants that are received or receivable as direct compensation for mineral exploration 
expenditure already incurred are recognised as a reduction in the accumulated cost of the relevant 
exploration and evaluation asset. 

The Group applies AASB120 “Accounting for Government Grants and Disclosure of Government 
Assistance” in accounting for such programmes as the cash flow boost and Jobkeeper wage subsidy, 
whereby a credit is recognised in other income over the period necessary to match the benefit of the 
credit with the costs which they are intended to compensate (for).  

e) Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand, cash held at financial institutions and bank deposits 
with a maturity not more than 3 months.  Any Term Deposits with terms greater than a 3 month 
maturity are classified as Financial assets – Term Deposits on the statement of financial position. 

f) Financial Instruments 

Financial Assets 

Financial assets are measured at amortised cost if the assets meet the following conditions (and are not 
designated as FVPL):  
– they are held within a business model whose objective is to hold the financial assets and collect its 
contractual cash flows  

– the contractual terms of the financial assets give rise to cash flows that are solely payments of principal 
and interest on the principal amount outstanding  

After initial recognition, these are measured at amortised cost using the effective interest method. 
Discounting is omitted where the effect of discounting is immaterial. The Group’s cash and cash 
equivalents, trade and most other receivables fall into this category of financial instruments. The 
Group’s trade and other receivables are subject to AASB 9 ‘s credit loss model. 

Financial assets designated at fair value through OCI (equity instruments)  

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity 
instruments designated at fair value through OCI when they meet the definition of equity under AASB 
132 Financial Instruments: Presentation, and are not held for trading. The classification is determined 
on an instrument-by-instrument basis.  

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised 
as other income in the statement of profit or loss when the right of payment has been established, 
except when the Group benefits from such proceeds as a recovery of part of the cost of the financial 
asset, in which case, such gains are recorded in OCI. Equity instruments designated at fair value through 
OCI are not subject to impairment assessment.  

The Group elected to classify irrevocably its listed equity investments under this category.  
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3.  Significant accounting policies (continued) 
f)  Financial Instruments (continued) 

Financial Liabilities 

The Group’s financial liabilities include borrowings, trade and other payables and derivative financial 
instruments.  

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction 
costs unless the Group designated a financial liability at fair value through profit or loss.  

Subsequently, financial liabilities are measured at amortised cost using the effective interest method 
except for derivatives and financial liabilities designated at FVPL, which are carried subsequently at fair 
value with gains or losses recognised in profit or loss (other than any derivative financial instruments 
that are designated and effective as hedging instruments).  

All interest-related charges and, if applicable, changes in an instrument’s fair value that are reported in 
profit or loss are included within finance costs or finance income. 

g) Exploration and Evaluation Expenditure 

Exploration and evaluation expenditure in relation to each separate area of interest is recognised as an 
asset in the year in which it is incurred or acquired and where the following conditions are satisfied: 

i.  the rights to tenure of the area of interest are current; and 

ii.  at least one of the following conditions is also met: 

• the exploration and evaluation expenditure is expected to be recouped through 
successful development of the mineral exploration project, or alternatively, by its sale;  

or 

• exploration and evaluation activities in the area of interest have not, at the reporting 
date, reached a stage which permits a reasonable assessment of the existence of 
economically recoverable reserves, and active and significant operations in, or in 
relation to, the area of interest are continuing.  

Exploration and evaluation assets are initially measured at cost and include the acquisition cost of rights 
to explore, studies, exploration drilling, trenching and sampling and associated activities.  General and 
administrative costs are only included in the measurement of exploration and evaluation assets where 
they relate directly to operational activities in a particular area of interest. 

Exploration and evaluation assets are assessed for impairment when facts and circumstances (as 
defined in AASB 6 Exploration for and Evaluation of Mineral Resources) suggest that the asset’s carrying 
amount may exceed its recoverable amount.  The recoverable amount of exploration and evaluation 
assets is determined in accordance with AASB 136 Impairment of Assets, being the higher of fair value 
less costs to sell and value in use.  If the recoverable amount as determined is less than the carrying 
amount, an impairment loss is recognised. 

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the 
revised estimate of its recoverable amount, but only to the extent that the increased carrying amount 
does not exceed the carrying amount had no impairment loss been recognised for the asset in previous 
years.  

Where a decision is made to proceed with development in respect of a particular area of interest, the 
relevant exploration and evaluation asset is tested for impairment, reclassified to development 
properties, and then amortised over the life of the reserves associated with the area of interest once 
mining operations have commenced. 

Plant and equipment is stated at cost less accumulated depreciation and accumulated impairment. Cost 
includes expenditure that is directly attributable to the acquisition of the item. In the event that 
settlement of all or part of the purchase consideration is deferred, cost is determined by discounting 
the amounts payable in the future to their present value as at the date of acquisition. 

  



PNX Metals Limited (ASX: PNX) Financial Report for the year ended 30 June 2020 

 

22 

 

3.  Significant accounting policies (continued) 
g) Exploration and Evaluation Expenditure (continued) 

Depreciation is provided on plant and equipment. Depreciation is calculated on a straight line basis so 
as to write off the cost of each asset over its expected useful life to its estimated residual value. The 
estimated useful lives, residual values and depreciation method are reviewed at the end of each annual 
reporting period. 

Estimated useful lives of 3-5 years are used in the calculation of depreciation for plant and equipment. 

h) Impairment of assets (other than Financial Assets, Exploration and Evaluation Assets and Plant and 
Equipment) 

At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets to 
determine whether there is any indication that those assets have suffered an impairment loss. If any 
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent 
of the impairment loss (if any). Where the asset does not generate cash flows that are independent 
from other assets, the Group estimates the recoverable amount of the cash-generating unit to which 
the asset belongs.  

i) Plant and equipment 

Recoverable amount is the higher of fair value less costs to sell and value in use.  In assessing value in 
use, estimated future cash flows are discounted to their present value using pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset which 
have not already been incorporated into the future cash flows estimates. 

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying 
amount, the carrying amount of the asset or cash-generating unit is reduced to its recoverable amount. 
An impairment loss is recognised in profit or loss.  

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating 
unit is increased to the revised estimate of its recoverable amount, but only to the extent that the 
increased carrying amount does not exceed the carrying amount had no impairment loss been 
recognised in prior periods. A reversal of an impairment loss is recognised in profit or loss. 

j) Trade and Other Payables 

Liabilities for goods and services provided to the Group are recognised initially at their fair value and 
subsequently at amortised cost using the effective interest method.  Trade and other payables are 
unsecured. 

k) Debt and equity Instruments  

Debt and equity instruments are classified as either liabilities or as equity in accordance with the 
substance of the contractual arrangement.  An equity instrument is any contract that evidences a 
residual interest in the assets of an entity after deducting all of its liabilities.  Contracts settled via the 
delivery of a fixed number of equity instruments in the Company in exchange for cash or other assets 
are accounted for as equity instruments.  Equity instruments issued by the Group are recorded at the 
proceeds received, net of direct issue costs. 

l) Employee benefits 

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave 
and long service leave when it is probable that settlement will be required and amounts are capable of 
being measured reliably.   

Liabilities recognised in respect of employee benefits expected to be settled within 12 months are 
measured at their nominal values using the remuneration rate expected to apply at the time of 
settlement.   

  



PNX Metals Limited (ASX: PNX) Financial Report for the year ended 30 June 2020 

 

23 

 

3.  Significant accounting policies (continued) 
l) Employee benefits (continued) 

Liabilities recognised in respect of employee benefits which are not expected to be settled within 12 
months are measured as the present value of the estimated future cash outflows to be made by the 
Group in respect of services provided by employees up to reporting date.  The present value is calculated 
using a discount rate that references market yields on high quality corporate bonds that have maturity 
dates that approximate the timing of the estimated future cash flows. 

Contributions to accumulated benefit superannuation plans are expensed when incurred. 

m) Site Restoration and Environmental Rehabilitation  

Provision for the costs of environmental restoration and rehabilitation are recognised when the Group 
has a present obligation (legal or constructive) to perform restoration activities, it is probable that the 
Group will be required to settle the obligation, and a reliable estimate can be made of the amount of 
the obligation. 

Restoration and rehabilitation provisions are measured as the present value of estimated future cash 
flows to perform the rehabilitation activities, discounted at pre-tax rate that reflects market 
assessments of the time value of money and risks specific to the rehabilitation obligation. 

n) Share-based payments 

Equity-settled share-based payments made to employees and directors are measured at fair value at 
the grant date, which is the date on which the equity instruments were agreed to be issued (whether 
conditionally or otherwise) or, if later, the date on which key terms (e.g. subscription or exercise price) 
were determined.  Fair value is determined using the Black-Scholes model or another binomial model, 
depending on the type of equity instrument issued.   

The fair value of the equity instruments at grant date is expensed on a straight-line basis over the 
vesting period, based on the Group’s estimate of the number of equity instruments that will eventually 
vest, with a corresponding increase to the equity settled benefits reserve in shareholders’ equity. 

Equity-settled share-based payment transactions with other parties are measured at the fair value of 
the goods and services received, except where the fair value cannot be estimated reliably, in which 
case the transactions are measured at the fair value of the equity instruments granted, measured at 
the date the Group obtains the goods or the counterparty renders the service. 

o) Leases  

The Group has elected to account for short-term leases and leases of low-value assets using the 
practical expedients. Instead of recognising a right-of-use asset and lease liability, the payments in 
relation to these are recognised as an expense in profit or loss on a straight-line basis over the lease 
term.  At 30 June 2020 the Group was committed to a short-term lease expiring on 31 August 2020, 
and the total commitment at that date was $11,336.   

Leases (Accounting policy applicable before 1 July 2019)  

The economic ownership of a leased asset is transferred to the lessee if the lessee bears substantially 
all the risks and rewards related to the ownership of the leased asset. The related asset is then 
recognised at the inception of the lease at the fair value of the leased asset or, if lower, the present 
value of the lease payments plus incidental payments, if any. A corresponding amount is recognised as 
a finance leasing liability, irrespective of whether some of these lease payments are payable up-front 
at the date of inception of the lease. Leases of land and buildings are classified separately and are split 
into a land and a building element, in accordance with the relative fair values of the leasehold interests 
at the date the asset is recognised initially.  

Depreciation methods and useful lives for assets held under finance lease agreements correspond to 
those applied to comparable assets which are legally owned by the Group. The corresponding finance 
leasing liability is reduced by lease payments less finance charges, which are expensed as part of 
interest on lease liabilities in the Statement of Profit and Loss.  
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3.  Significant accounting policies (continued) 
o) Leases (continued) 

The interest element of leasing payments represents a constant proportion of the capital balance 
outstanding and is charged to profit or loss over the period of the lease. All other leases are treated as 
operating leases. Payments on operating lease agreements are recognised as an expense on a straight-
line basis over the lease term. Associated costs, such as maintenance and insurance, are expensed as 
incurred. 

p) Income tax 

Income tax expense represents the sum of tax currently payable and deferred tax.   

Current tax 

Current tax is calculated with reference to the amount of income tax payable or recoverable in respect 
of the taxable profit or tax loss for the financial year. It is calculated using tax rates and tax laws that 
have been enacted or substantively enacted at the reporting date. Current tax for current and prior 
periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable). 

Deferred tax 

Deferred tax is accounted for in respect of temporary differences arising from differences between the 
carrying amount of assets and liabilities for accounting purposes and the corresponding tax base of 
those items. 

In principle, deferred tax liabilities are recognised for all taxable temporary differences.  Deferred tax 
assets are recognised to the extent that it is probable that sufficient taxable amounts will be available 
against which deductible temporary differences or unused tax losses and tax offsets can be utilised.  

However, deferred tax assets and liabilities are not recognised if the temporary differences giving rise 
to them arise from the initial recognition of assets and liabilities (other than as a result of a business 
combination) which affects neither taxable income nor accounting profit.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the 
period(s) when the assets or liabilities giving rise to them are realised or settled, based on tax rates 
(and tax laws) that have been enacted or substantively enacted by reporting date. The measurement 
of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner 
in which the Group expects, at the reporting date, to recover or settle the carrying amount of the 
related assets and liabilities.  

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same 
taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis. 

Current and deferred tax recognition  

Current and deferred tax is recognised as an expense or income in the Statement of Profit or Loss and 
Other Comprehensive Income, except when it relates to items credited or debited directly to equity (in 
which case the deferred tax is also recognised directly in equity), or where it arises from the initial 
accounting for a business combination. 

Tax consolidation  

The Company and its wholly-owned Australian resident entity are part of a tax-consolidated group 
under Australian taxation law.  The members of the tax consolidated group are disclosed in Note 26.  
PNX Metals Limited is the head entity in the tax-consolidated group.  Tax expense/income, deferred 
tax liabilities and deferred tax assets arising from temporary differences of the members of the tax-
consolidated group are recognised in the separate financial statements of the members of the tax-
consolidated group using the ‘separate taxpayer within group’ approach.  Current tax liabilities and 
assets and deferred tax assets arising from unused tax losses and tax credits of the members of the 
tax-consolidated group are recognised by the Company (as the head entity in the tax-consolidated 
group). 
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3.  Significant accounting policies (continued) 
p)  Income tax (continued) 

Under a tax funding arrangement between the entities in the tax-consolidated group, amounts 
transferred from entities within the tax consolidated group and recognised by the Company (‘tax 
contribution amounts’) are recorded in intercompany accounts in accordance with the arrangement.   

Where the tax contribution amount recognised by a member of the tax-consolidated group for a 
particular period is different to the aggregate of the current tax liability or asset and any deferred tax 
asset arising from unused tax losses and tax credits in respect of that period, the difference is 
recognised as a contribution from (or distribution to) the group member. 

Research and development tax incentive  

To the extent that research and development costs are eligible activities under the “Research and 
development tax incentive” programme, a 43.5% refundable tax offset is available for companies with 
annual turnover of less than $20 million. The Group recognises refundable tax offsets based on 
management’s best estimate of the amount receivable as an income tax benefit, in profit or loss, 
resulting from the monetisation of available tax losses that otherwise would have been carried 
forward. 

q) Goods and service tax 

Revenues, expenses, assets and liabilities are recognised net of the amount of goods and services tax 
(GST), except: 

I. where the amount of GST incurred is not recoverable from the taxation authority, in 
which case it is recognised as part of the cost of acquisition of an asset or as part of an 
item of expense; or 

II. for receivables and payables which are recognised inclusive of GST. 

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of 
receivables or payables. 

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows 
arising from investing and financing activities which is recoverable from, or payable to, the taxation 
authority is classified as operating cash flows. 

r) Earnings Per Share 

Basic earnings per share is calculated by dividing the profit or loss attributable to owners of the 
Company (excluding any costs of servicing equity other than ordinary shares) by the weighted average 
number of ordinary shares outstanding during the financial year. 

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to 
take into account: 

• the after tax effect of interest and other financing costs associated with dilutive potential 
ordinary shares; and 

• the weighted average number of additional ordinary shares that would have been 
outstanding assuming the conversion of all dilutive potential ordinary shares.  

s) Critical accounting judgements and key sources of estimation uncertainty 

In the application of the Group’s accounting policies, management is required to make judgements, 
estimates and assumptions about the carrying values of assets, liabilities and equity.  These estimates 
and assumptions are based on historical experience and various other factors that are believed to be 
reasonable under the circumstances, the results of which form the basis for making judgements.  Actual 
results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognised in the period in which the estimate is revised if the revision affects only the 
current period, or in the period of the revision and future periods if the revision affects both current 
and future periods.  
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3.  Significant accounting policies (continued) 
s) Critical accounting judgements and key sources of estimation uncertainty (continued) 

The following are the critical judgements that management has made in the process of applying the 
Group’s accounting policies and that have the most significant effect on the amounts recognised in the 
financial statements. 

Impairment  

Determining whether assets are impaired requires an estimation of the value in use or fair value of the 
assets or cash-generating units to which assets are allocated.  The fair value of exploration assets is 
inherently difficult to estimate, particularly in the absence of comparable transactions and where a 
purchase offer has not been made, and relies on management judgement. 

During the year an impairment loss of $500,000 (2019: $137,379) was recognised in relation to certain 
Exploration and Evaluation Assets  - refer to Note 10 for detail. 

Equity-based payments 

The determination of the fair value at grant date of options and Performance Rights utilises a financial 
asset pricing model with a number of assumptions, the most critical of which is an estimate of the 
Company’s future share price volatility.  Refer to Note 18 for more information regarding equity-based 
payments made during the year. 

Research & Development (R&D) tax offset incentive 

The Group is entitled to claim R&D tax offset incentives in Australia.  The R&D tax offset incentive is 
calculated based on management’s assessment of eligible expenditure multiplied by 43.5%.  

 

 

4. LOSS FROM CONTINUING OPERATIONS   

  

Year Ended 

30/06/20 

$ 

Year Ended 

30/06/19 

$ 

 a) Interest income   

 Interest on bank deposits 43,417 34,887 

 b) Depreciation   

 Depreciation of plant and equipment 7,591 6,598 

 c) Occupancy   

 Short-term lease expenses 66,501 68,177 

 d) Impairment   

 Exploration and evaluation assets 500,000 137,379 

 e) Professional fees   

 Accounting & taxation expenses 32,639 25,476 

 Legal fees 38,472 52,948 

 Contractor Services 20,189 - 

 Company Promotion 203,147 156,475 

 Secretarial Services 120,000 186,422 

 Total Professional fees 414,447 421,321 
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  5. INCOME TAX  

  

Year Ended 

30/06/20 

$ 

Year Ended 

30/06/19 

$ 

 (a) Income tax recognised in profit or loss   

 Current tax expense/(benefit) (55,000) (150,000) 

 Deferred tax expense/(benefit) (95,189) (69,836) 

 Total tax expense/(benefit) (150,189) (219,836) 

    

 
The prima facie income tax benefit on the loss before income 
tax reconciles to the tax expense/(benefit) in the financial 
statements as follows: 

  

 Total loss for the year before tax 1,655,714 1,299,818 

 Income tax benefit calculated at 27.5% (2019: 27.5%) (455,321) (357,450) 

 Equity-based remuneration – Performance Rights 9,302 2,691 

 
Current year tax losses and movements in temporary 
differences not recognised 

446,019 354,759 

 
Recognition of estimated research and development tax offset 
refund related to the current tax year 

(55,000) (150,000) 

 
Recognition of actual research and development tax offset 
refund related to the previous tax year 

(95,189) (69,836) 

 Tax expense (benefit) (150,189) (219,836) 

 
The tax rate used in the above reconciliation is the corporate tax rate of 27.5% payable by Australian base 
rate entities (those with turnover less than $50 million of revenue, and 80% or less of their assessable 
income is base rate entity passive income). 

 (b)   Recognised tax assets and liabilities 

 Deferred tax assets and (liabilities) are attributable to the following: 

  
30/06/20 

$ 
30/06/19 

$ 

 Exploration and evaluation expenditure (4,471,844) (3,185,402) 

 Plant and equipment (4,061) (7,084) 

 Trade and other payables 6,930 12,100 

 Employee benefits 41,207 40,948 

 Share issue costs 106,092 139,733 

 Net deferred tax liabilities (4,321,676) (2,999,705) 

 Tax losses recognised 4,321,676 2,999,705 

 Net deferred tax assets / (liabilities) - - 

 

A net deferred tax liability will only arise if the Company generates taxable income in the future (for example 
via a profitable mining operation).  Deferred tax balances shown above have been calculated utilising a 27.5% 
tax rate. The potential benefit of unrecognised tax losses (shown below) has similarly been calculated utilising 
a 27.5% tax rate.  
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5. INCOME TAX (continued) 

(c) Unrecognised tax losses: 

A deferred tax asset has not been recognised in respect of the following: 

 
30/06/20 

$ 

30/06/19 

$ 

 Tax Losses – operating (tax effected) 8,167,833 7,995,639 

 Tax Losses – capital (tax effected) 146,948 146,948 

 
Of the total operating tax losses of approximately $45.4 million in the Group at 30 June 2020, $29.7 million are 
unrecognised as shown above as a $8.167 million potential tax benefit.  A deferred tax asset has not been 
recognised in respect of these losses because it is not considered probable at this time that future taxable 
profit will be available against which to utilise the losses. 

 

  6. CASH AND CASH EQUIVALENTS AND TERM DEPOSITS 

 
 

30/06/20 

$ 

30/06/19 

$ 

 Cash and cash equivalents 1,972,721 2,803,691 

    

 Term deposits (Terms greater than 3 months maturity) - 2,500,000 

    

Cash and cash equivalents comprise cash on hand, cash held at financial institutions and bank term deposits 
with a maturity of not greater than 3 months. 

At 30 June 2020, the Group did not hold any term deposits with maturity terms of greater than 3 months (2019: 
$2,500,000).  

 
 

7. TRADE AND OTHER RECEIVABLES  

 
 

30/06/20 

$ 

30/06/19 

$ 

 Interest 3,150 1,513 

 Research & Development Tax Offset Incentive  55,000 319,836 

 Goods & Services Tax 34,914 34,334 

 Other 518 760 

  93,582 356,443 

 

A Research & Development tax offset claim amount of $55,000 for the year ended 30 June 2020 has been 
accrued based on management’s estimate of qualifying expenditure, and will be finalised upon the lodgement 
of PNX’s 2020 tax return. 
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  8. PREPAYMENTS AND DEPOSITS 

 
 

30/06/20 

$ 

30/06/19 

$ 

 Prepayments 14,193 27,146 

 Environmental Deposits – Northern Territory 108,212 90,776 

 Deposit – office bond 32,760 32,760 

  155,165 150,682 

Environmental deposits are required to be lodged with the Department of Primary Industry & Resources in 
the Northern Territory prior to the commencement of exploration activities. 

The office bond is invested in a 365 day term deposit maturing February 2021 and earning 1.2% interest. 

 9. OTHER FINANCIAL ASSETS 

 
 

30/06/20 

$ 

30/06/19 

$ 

 Investment in Sunstone Metals Ltd 90,244 528,573 

The Group continues to hold 12,892,013 shares in ASX listed Sunstone Metals Limited (‘Sunstone’, previously 
Avalon Minerals Limited).  This investment is recognised as “Fair Value through Other Comprehensive Income 
(FVOCI)”, under AASB 9 Financial Instruments – refer to Note 3 (f). 

At 30 June 2020, the investment was reflected at fair value of $90,244, with the incremental movement 
recorded at fair value through other comprehensive income (FVOCI) - refer to Note 16. 

 

10. EXPLORATION AND EVALUATION EXPENDITURE 

  
30/06/20 

$ 

30/06/19 

$ 

 Costs brought forward 12,505,077 9,706,714 

 Expenditure incurred during the year 4,394,205 3,000,500 

 Recognised as an expense (tenements previously impaired) (34,719) (64,758) 

 Impairment charges (500,000) (137,379) 

  16,364,563 12,505,077 

 
During December 2019, the Company made a decision to focus its activities on near-term gold production from 
the Fountain Head Gold Project, in the Pine Creek region of the Northern Territory.   

New geological information derived from analysis and interpretation of the most recent 2019 and 2020 
diamond and reverse circulation (RC) drilling campaigns at Fountain Head during the year resulted in an 
updated Mineral Resource Estimate of 156,000 oz of gold. 

Pursuant to an agreement covering the Company’s eight Burra Central tenements, Ausmex Mining Group 
Limited (Ausmex) could earn a 90% interest in the tenements in 2 stages.  During December 2019, Ausmex 
completed the stage 1 ‘earn-in’.  The second stage of the ‘earn-in’ was completed in April 2020 and PNX elected 
to take a 2% net smelter return royalty over all minerals that may be produced from the Burra Tenements 
instead of a 10% contributing interest. 

Transfer of the Burra Tenements was initiated and as at 30 June 2020 the formal transfer remains with the 
Department of Mining and Energy (SA) to be finalised.  There is no certainty that any minerals will be produced 
from the Burra Tenements and a provision for the impairment of the carrying value of $500,000 has been 
recorded in the year end accounts.  
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  11. PLANT AND EQUIPMENT  

 Cost $       

 Balance at 30 June 2018 606,813 

 Additions 20,255 

       Disposals (81,392) 

 Balance at 30 June 2019 545,676 

 Additions - 

       Disposals - 

 Balance at 30 June 2020 545,676 

 Accumulated Depreciation  

 Balance at 30 June 2018 584,651 

 Depreciation Expense 9,596 

 Depreciation capitalised to exploration assets 7,061 

 Disposals (81,392) 

 Balance at 30 June 2019 519,916 

 Depreciation Expense 7,591 

       Depreciation capitalised to exploration assets 3,400 

       Disposals - 

 Balance at 30 June 2020 530,907 

 Net book value – Plant and Equipment  

 Balance at 30 June 2019 25,760 

 Balance at 30 June 2020 14,769 

 
The useful lives applied in the determination of depreciation for all items of plant and equipment is 3-5 years. 
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12. TRADE AND OTHER PAYABLES 

  
30/06/20 

$ 

30/06/19 

$ 

 Trade payables 358,139 246,377 

 Accrued expenses 108,982 89,007 

 Other payables 12,799 17,010 

  479,920 352,394 

Average credit period on trade payables is 30 days. 

 

13. PROVISIONS   

  
30/06/20 

$ 

30/06/19 

$ 

 Current   

 Employee benefits – Annual Leave 73,345 77,774 

 Employee benefits – Long Service Leave 57,241 65,332 

 Non-current   

 Employee benefits – Long Service Leave 19,258 5,795 

 

 

14. CONTRACT LIABILITIES 

 
 

30/06/20 

$ 

30/06/19 

$ 

 Silver streaming receipts 2,400,000 2,400,000 

Two parties have entered into silver streaming and royalty agreements with the Company. 

The Company has received a total of $2.4 million under these agreements, for the forward sale of a total of 
336,000 oz of silver, to be delivered over a 3 year period once commissioning and ramp up of the Hayes Creek 
Project is complete.  At the end of the three year silver delivery period, each investor is to receive a 0.36% Net 
Smelter Return (NSR) royalty over gold and silver produced from the Hayes Creek Project, and will be paid for 
a 5-year period.  PNX can buy back the NSR royalty from an investor prior to production commencing for $0.4 
million.   

During the year these agreements were amended to transfer silver delivery obligations from the Hayes Creek 
Project to the Fountain Head Project; to modify the silver delivery to consist of an equivalent value of gold in 
the event that the silver production from Fountain Head could not fulfill the silver delivery obligation; and to 

reflect that the NSR royalty at the end of the three year delivery period is calculated over gold and silver 

produced from the Fountain Head Project. 

Cash received from the forward sale of silver has been accounted for as a contract liability, classified in the 
Statement of Financial Position as a long-term liability.  Revenue will be recognised as the silver or gold is 
delivered in the future.  In the event the Fountain Head Gold Project is not developed, the forward payments 
will be converted to shares in the Company. 
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15. ISSUED CAPITAL   

  
30/06/20 

$ 

30/06/19 

$ 

 2,542,621,476  fully paid ordinary shares (2019: 2,435,288,142) 47,072,054 45,469,675 

Movement in ordinary shares for the year: 

 
 

No. 

30/06/20 

$ No. 

30/06/19 

$ 

Ref Balance at beginning of year 2,435,288,142 45,469,675 1,088,930,020 36,917,796 

a Shares issued at 1.5 cents 33,333,334 500,000 - - 

b Shares issued on the exercise of 
unlisted options at 1.5 cents 

74,000,000 1,110,000 
- - 

c Shares issued at 0.8 cents   263,750,000 2,110,000 

d Shares issued at 0.8 cents - - 169,375,000 1,355,000 

e Shares issued at 0.6 cents - - 913,233,122 5,479,398 

 Share issue costs  (7,621)  (392,519) 

 Balance at end of year 2,542,621,476 47,072,054 2,435,288,142 45,469,675 

Fully paid shares carry one vote per share and a right to dividends. 

a) 33,333,334 Shares were issued at 1.5 cents under a placement to sophisticated and professional 
investors on 23 March 2020. 

b) 74,000,000 Shares were issued on the exercise of 74,000,000 unlisted options at 1.5 cents per share to 
major shareholder, DELPHI UNTERNEHMENSBERATUNG AKTIENGESELLSCHAFT\C on 23 March 2020. 

c) 263,750,000 Shares were issued at 0.8 cents under tranche 1 of a placement to sophisticated and 
professional investors on 2 August 2018. 

d) 169,375,000 Shares were issued at 0.8 cents under under tranche 2 of a placement to sophisticated 
and professional investors and Directors of the Company on 20 September 2018. 

e) 913,233,122 shares were issued at 0.6 cents under a fully underwritten non-renounceable rights 
Issue on 20 May 2019. 

 

16. RESERVES   

  
30/06/20 

$ 

30/06/19 

$ 

    

 FVOCI investment   (103,136) 335,193 

 Equity-settled benefits   83,839 50,015 

  (19,297) 385,208 

The change in Fair Value through Other Comprehensive Income (FVOCI) investment reserve reflects the current 
year decrease in the fair value of the Company’s investment in Sunstone Metals Ltd of $438,329. 
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The equity-settled benefits reserve arises on the fair value of the Performance Rights granted to employees, 
consultants and executives under the PNX Metals Limited Employee Performance Rights Plan.  The reserve at 
30 June 2020, includes any adjustments for lapsed rights and any changed probability of the vesting of the 
Performance Rights together with changes in fair value due to the passage of time to 30 June 2020.  Amounts 
are transferred out of the reserve and into Issued Capital when the rights are converted into shares, or to 
accumulated losses if rights lapse. 

During the year there were no Performance Rights that vested and converted to share capital.  The fair value 
of equity-settled benefit payments was $33,824 during the year ended 30 June 2020 and is reflected in the 
Equity-settled benefits reserve. 

Further information on share-based payments is disclosed in Note 18.  

 

17. ACCUMULATED LOSSES   

 

 
 

30/06/20 

$ 

30/06/19 

$ 

 Balance at beginning of year  29,885,952 28,805,970 

 Loss for the year 1,505,526 1,079,982 

 Balance at end of year 31,391,478 29,885,952 

 

 

18. SHARE OPTIONS AND PERFORMANCE RIGHTS 

Performance Rights 

Under PNX’s Employee Performance Rights Plan (‘Plan’), Directors may issue Performance Rights to Company 
executives, employees and consultants.  Performance Rights are granted for no monetary consideration and 
entitle the holder to be issued one fully paid ordinary share per performance right upon vesting. 

10,000,000 Performance Rights, approved by shareholders at the AGM held on 24 October 2018 , were issued 
to the Managing Director on 3 December 2018.  The fair value at the time of issue was $84,107. These 
Performance Rights remain unvested at 30 June 2020. 

In relation to the unvested 2,440,000 Performance Rights held by PNX personnel under the Plan as at 1 July 
2019: 

• 800,000 Perfrormance Rights held by the Company’s Managing Director & CEO were forfeited during 
the year as the performance conditions were not met; 

• 840,000 Performance Rights held by PNX personnel were forfeited during the year as the performance 
conditions were not met; and 

• 800,000 Performance Rights held by the Company’s Managing Director & CEO remain unvested at 30 
June 2020. 

The total remaining 10,800,000 unvested Performance Rights at 30 June 2020 have performance vesting 
conditions related to key Company objectives, including development of the Hayes Creek project, exploration 
discoveries and Company share price performance.  Performance conditions are required to be achieved within 
specified time periods (extending to 31 December 2021) in order for the Performance Rights to vest.  
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18.  SHARE OPTIONS AND PERFORMANCE RIGHTS (continued) 

Options 

At the discretion of the Directors, and subject to shareholder approval if required, options to acquire shares 
can be issued, for example as part of corporate and asset acquisitions or as part of a capital raising process. 

The Company had previously issued, 433,125,000 unquoted free attaching options to share placement 
participants.  These unquoted options are exercisable at 1.5 cents each and expire on 30 September 2021. On 
23 March 2019, 74,000,000 shares were issued at 1.5 cents each on the exercise of 74,000,000 of these unlisted 
options. 

The Company had previously issued 20,000,000 unquoted options to a subsidiary of a corporate advisor, with 
an exercise price of 1.47 cents each and an expiry date of 30 October 2020. 

At 30 June 2020, a total of 379,125,000 unlisted options were on issue, as shown in the table below. 

 

Options 30/06/20 30/06/19 

 
Number of 

options 

Weighted 
average 

exercise price 
$ 

Number of 
options 

Weighted 
average 

exercise price $ 

Balance at beginning of the year  453,125,000 0.01499 85,450,000 0.042 

Options granted - - 433,125,000 0.015 

Options exercised (74,000,000) 0.015 -  

Options forfeited - - (65,450,000) 0.05 

Balance at end of the year  379,125,000 0.01498 453,125,000 0.01499 
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19. KEY MANAGEMENT PERSONNEL DISCLOSURE 

The Key Management Personnel of the Group during the year were: 

• Graham Ascough (Non-Executive Chairman) 

• Paul Dowd (Non-Executive Director) 

• Peter Watson (Non-Executive Director) 

• David Hillier (Non-Executive Director) 

• Hans-Jörg Schmidt – appointed 11 November 2019 (Non-Executive Director) 

• James Fox (Managing Director & Chief Executive Officer) 

• Angelo Gaudio – (Chief Financial Officer and Company Secretary) 

The aggregate compensation of Key Management Personnel of the Group is set out below: 

 
30/06/20 

$ 

30/06/19 

$ 

Short-term employee benefits 613,307 725,534 

Post-employment benefits 33,635 46,289 

Share-based payments 33,825 17,885 

 680,767 789,708 

Details of Key Management Personnel compensation are disclosed within the Remuneration Report in the 
Directors’ Report.  

 

20. REMUNERATION OF AUDITOR  

 

  

30/06/20 

$ 

30/06/19 

$ 

 Audit and Review of the financial reports $36,028 28,599 

The Company’s auditor is Grant Thornton Audit Pty Ltd. 

 

21. RELATED PARTY DISCLOSURES 

a) Subsidiaries 

Detail of the percentage of ordinary shares held in the Company’s subsidiary is disclosed in Note 26. 

b) Other related party transactions 

 During the year the Company engaged Piper Alderman, an entity in which a Director (Peter Watson) 
is a senior consultant, to advise on legal matters. The cost of those services during the financial year 
inclusive of GST was $34,438 (2018: $78,657).  $11,922 inclusive of GST was owed to Piper Alderman 
at 30 June 2020 (2019: $Nil). 
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22. COMMITMENTS FOR EXPENDITURE AND CONTINGENT LIABILITIES 

(a) Expenditure Commitments 

The Group has certain obligations to perform exploration work and expend minimum amounts of money on 
mineral exploration tenements in the Northern Territory in order to retain the full tenement.  There are no 
minimum expenditure requirements on the Company’s mineral leases in the Northern Territory. 

These obligations vary from time to time, subject to statutory approval. The terms of current and future joint 
ventures, the grant or relinquishment of licences and changes to licence areas at renewal or expiry will alter 
the expenditure commitments of the Company. 

Total expenditure commitments at 30 June 2020 in respect of minimum expenditure requirements not 
provided for in the financial statements are approximately:  

 
30/06/20 

$ 

30/06/19 

$ 

Minimum exploration expenditure on exploration licences 154,250 1,168,000 

 
Pursuant to a farm-in agreement, Ausmex Mining Group Limited (ASX: AMG) earned a 90% interest in PNX’s 
eight exploration licences in the Burra area (Burra Tenements), during the financial year. The second stage of 
the earn-in was completed in April 2020 and PNX elected to take a 2% net smelter return royalty over all 
minerals that may be produced from the Burra Tenements instead of a 10% contributing interest.  Formal 
transfer of the Burra Tenements was accordingly initiated and as at year ended 30 June 2020 the formal 
transfer remained to be finalised.  

The Group’s office lease in Rose Park, South Australia, with annual lease payments of $68,754 exclusive of GST, 
extends to August 2020 as at year end.  Subsequent to year end, the Company secured the extension of the 
office lease for a further 12 months. 

 (b) Reilly Tenement Acquisition Agreement (relating to Burra South Australia tenements) 

Under the Reilly Tenement Acquisition Agreement dated 19 October 2007 between the Company and Matthew 
Reilly, as amended by deed dated 19 November 2007 (RTAA), the Company agreed to purchase mineral 
exploration licence EL 3161 (now EL 6326) from Mr Reilly.  

Remaining contingent consideration pursuant to this agreement (Formal assignment of the contingent 
consideration to Ausmex Mining Group has been initiated and as at 30 June 2020 the formal assignment 
remained to be finalised): 

• the issue and allotment to Mr Reilly of 800,000 Shares and 800,000 Options upon grant of an Exploration 
Licence over some or all of the area within EL 6326 (previously EL 5382) reserved from the operation of 
the Mining Act 1971 (SA), comprising the area, and immediate surroundings, of the historic Burra Mine 
and the historic Burra Smelter, as gazetted in March 1988; 

• the payment of $100,000 upon commencement of processing of any tailings, waste residues, waste rock, 
spoiled leach materials and other materials located on the surface of the land the subject matter of EL 
6326 (previously EL 5382) or derived from that land by or on behalf of the Company; and 

• the payment of $200,000 upon the Company announcing an ore reserve, prepared in accordance with 
the JORC Code, on EL 6326 (previously EL 5382) of at least 15,000 tonnes of contained copper. 

 (c) Royalty Agreements 

The Company has granted the following royalties (relating to Northern Territory tenements): 

• Newmarket Gold NT Holdings Pty Ltd (Newmarket) - 2% royalty on the market value of any future 
production of gold and silver from the 14 mineral leases in the Northern Territory comprising the Hayes 
Creek Project.  

• Newmarket - 2% net smelter return royalty on precious metals produced from the Moline and Fountain 
Head tenements.  
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22.  COMMITMENTS FOR EXPENDITURE AND CONTINGENT LIABILITIES (continued) 

The Company has granted the following royalties (relating to Burra South Australia tenements). (Formal 
assignment of the royalties has been initiated and as at 30 June 2020 remains to be finalised): 

• Mr Matthew Reilly - 6% of the aggregate net revenue in respect of all metals derived from EL 6326 
(previously EL 5382). 

• Avanti Resources Pty Ltd - 2.5% of the net smelter return on all metals derived from ELs 5874, 6150, and 
5910. 

• Leigh Creek Energy Limited (previously Marathon Resources Limited) - 2.5% net smelter return on all 
metals derived from EL 6327 (previously EL 5411). 

• Copper Range (SA) Pty Limited - 1.5% net smelter return on all metals derived from EL 5918. 

• Copper Range (SA) Pty Limited - 50% of a 1.5% net smelter return on all metals derived from EL 5557. 

• Flinders Mines Limited - 50% of a 1.5% net smelter return on all metals derived from EL 5557. 

(d) Native Title 

A native title claim application was lodged several years ago with the Federal Court of Australia over land on 
which the majority of the Group’s tenements in South Australia are located. The Group is unable to determine 
the prospects of success or otherwise of the claim application, and to what extent an approved claim might 
affect the Group or its projects.  There were no developments of significance in this claim application over the 
2020 financial year, and no costs incurred by the Company in relation to it. 

(e)  Other rights held by Newmarket Gold NT Holdings Pty Ltd (relating to Northern Territory tenements) 

Newmarket can re-acquire 90% of any gold or silver deposits when a JORC compliant resource is defined on 
certain tenements subject to PNX’s farm-in agreement by paying PNX three times the Company’s accumulated 
expenditure on the deposit(s). 

A single payment of $500,000, either in cash or shares at the Company’s election, is due to Newmarket if a 
bankable feasibility study is completed over the Hayes Creek Project or on any of the tenements that are 
subject to a farm-in agreement between the two companies.   

 

23. FINANCIAL INSTRUMENTS & FINANCIAL RISK MANAGEMENT 

Categories of financial instruments 

 
30/06/20 

$ 

30/06/19 

$ 

Financial assets   

Cash and cash equivalents 1,972,721 2,803,691 

Financial assets – Term deposits - 2,500,000 

Deposits  140,972 123,535 

Trade and other receivables  93,582 356,443 

Other financial assets – Investment in Sunstone 90,244 528,573 

Financial liabilities   
Trade and other payables 479,920 352,394 

The Group’s activities expose it to several financial risks which impact on the measurement of, and potentially 
could affect the ultimate settlement amount of, its financial instruments including market risk, credit risk, and 
liquidity risk. 

Market risk 

The development prospects of the Fountain Head Gold Project and Hayes Creek Projects are to some extent 
exposed to the risk of unfavourable movements in the US/Australian dollar exchange rate and gold, silver and 
zinc prices.  However, the Group has no direct exposure to foreign exchange or commodity price risk at present.  
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23.  FINANCIAL INSTRUMENTS & FINANCIAL RISK MANAGEMENT (continued) 

Market risk (continued) 

The Group has some exposure to movements in the share price of Sunstone Metals Limited, as the Company’s 
investment of 12,892,013 shares is carried at fair value, and price movements are reflected through profit or 
loss and other comprehensive income/loss.  Each one cent change in the market value of Sunstone’s shares 
changes the fair value of the Company’s investment by $128,920. 

The Group’s exposure to interest rate movements is limited to increases or decreases in interest earned on 
cash, cash equivalents, and deposits. 

If interest rates had been 50 basis points higher or lower during the financial year and all other variables were 
held constant, the Group’s net loss would increase or decrease by approximately $7,535 (2019: increase or 
decrease by approximately $8,000). 

As the Group’s exposure to market risks is not significant, management of these risks is limited to monitoring 
movements in commodity prices, foreign exchange rates, interest rates, and the market value of the shares of 
Sunstone Metals Ltd. 

Credit risk  

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial 
loss to the Group. The Group has a policy of only dealing with creditworthy counterparties and obtaining 
sufficient collateral where appropriate, as a means of mitigating the risk of financial loss from activities.  

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned 
by international credit-rating agencies.  

The carrying amount of financial assets recorded in the financial statements, net of any allowances for losses, 
represents the Group’s maximum exposure to credit risk without taking account of the value of any collateral 
obtained. 

Liquidity risk 

Ultimate responsibility for managing liquidity risk rests with the Board of Directors, which has built an 
appropriate liquidity risk management framework for the management of the Group’s short, medium and long-
term funding and liquidity management requirements.  The Board and senior management manage liquidity 
risk by continuously monitoring forecast and actual cash flows, and raising capital as needed, primarily through 
new equity issuances, in order to meet the Group’s exploration expenditure commitments and corporate and 
administrative costs. 

Liquidity and interest risk tables 

The following table details the Company’s and the Group’s remaining contractual maturity for its non-
derivative financial liabilities. The table has been drawn up based on the undiscounted cash flows of financial 
liabilities based on the earliest date on which the Group can be required to pay.  

The table includes both interest and principal cash flows. 

 

Weighted 
average 

effective 
interest rate 

Less than one 
month 

1-3 months 
3-12 

months 
1-5 years 

2020 % $ $ $ $ 

Non-interest bearing - 370,938 108,981 - - 

Fixed Interest bearing - - - - - 

2019      

Non-interest bearing - 263,387 89,007 - - 

Fixed Interest bearing - - - - - 
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23.  FINANCIAL INSTRUMENTS & FINANCIAL RISK MANAGEMENT (continued) 

Fair value of financial instruments 

The Directors consider that the carrying amounts of financial assets and financial liabilities recorded at 
amortised cost in the financial statements approximate their fair values. 

Capital risk management 

The Group manages its capital to ensure that entities in the Group will be able to continue as going concerns 
through the optimisation of debt and equity balances.  Due to the nature of the Group’s activities, the Directors 
believe that the most appropriate and advantageous way to fund activities is through equity issuances, and all 
capital raised to date with the exception of the silver streaming transactions (see Note 14) has been equity 
based. 

The Group closely monitors and forecasts its cash flow and working capital to ensure that adequate funds are 
available in the future to meet project development, exploration and administrative activities. 

24. SEGMENT INFORMATION 

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

Information reported to the Group’s Chief Executive Officer for the purposes of resource allocation and 
assessment of performance is both activity and project based.  The principal activity is mineral exploration and 
development in the Northern Territory.  Projects are evaluated individually, and the decision to allocate 
resources to individual projects in the Group’s overall portfolio is predominantly based on available cash 
reserves, technical data and expectations of resource potential and future metal prices.  

The Group’s reportable segments under AASB 8 are therefore as follows: 

• Exploration in the Northern Territory 

• Exploration in South Australia 

Financial information regarding these segments is presented below. The accounting policies for reportable 
segments are the same as the Group’s accounting policies. 

 
Revenue 

 
Segment loss 

 
Year ended 

 
Year ended 

 

30/06/20 
$ 

30/06/19 
$ 

 

30/06/20 
$ 

30/06/19 
$ 

Exploration – NT - - 
 

- (137,379) 

Exploration – SA - -  (534,720) (64,758) 

Unallocated/corporate - - 
 

(1,113,135) (1,097,681) 

 
  

 
  

Total loss before tax   
 

(1,655,714) (1,299,818) 

Income tax benefit   
 

150,189 219,836 

Total loss for the year   
 

(1,505,525) (1,079,982) 

 

Segment loss represents the loss incurred by each segment without allocation of corporate 
administration costs, interest income and income tax.  This is the measure reported to the chief 
operating decision maker for the purposes of resource allocation and assessment of segment 
performance. 
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24.  SEGMENT INFORMATION (continued) 

The following is an analysis of the Group’s assets and liabilities by reportable operating segment: 

    
30/06/20 

$ 
30/06/19 

$ 

Assets     

Exploration – NT   16,496,785 12,125,402 

Exploration – SA  - 500,000 

Unallocated assets   2,194,258 6,244,824 

Total assets   18,691,044 18,870,226 

Liabilities    

Exploration – NT  272,878 159,964 

Exploration – SA  - - 

Unallocated liabilities  2,756,886 2,741,101 

Total liabilities  3,763,905 2,901,065 

For the purposes of monitoring segment performance and allocating resources between segments, all 
assets are allocated to reportable segments except for cash/cash equivalents, other financial assets, 
prepayments, loan and corporate office equipment. 

All liabilities are allocated to reportable segments other than employee provisions, loans, contract 
liabilities and corporate/administrative payables. 

 

25. EARNINGS PER SHARE 

 
30/06/20 

Cents per share 

30/06/19 

Cents per share 

Basic and Diluted loss per share-  continuing operations (0.06) (0.07) 

   

The earnings and weighted average number of ordinary 
shares used in the calculation of basic and diluted earnings 
per share are as follows: 

  

   

Loss after tax – continuing operations $ (1,505,525) (1,079,982) 

Weighted average number of ordinary shares 2,466,080,492 1,566,428,763 

The weighted average number of ordinary shares in the calculation of diluted earnings per share is the 
same as for basic earnings per share, as the inclusion of potential ordinary shares in the diluted earnings 
per share calculation is anti-dilutive due to the loss incurred for the year. 
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26. CONTROLLED ENTITIES 

 
 

  
 

Ownership Interest 

Name of Entity  Country of 
Incorporation 

2020 

% 

2019 

% 

 Parent Entity 
PNX Metals Limited 

 
(i) 

 
Australia 

  

 Subsidiaries 
Wellington Exploration Pty Ltd 

 

(ii) 

 

Australia 

 

100% 

 

100% 

 (i) Head entity in tax consolidated group 

(ii) Member of tax consolidated group 

The ultimate parent entity in the wholly-owned group is PNX Metals Limited. During the financial year, 
PNX Metals Limited provided accounting and administrative services at no cost to the controlled entity 
and advanced interest free loans to the entity.  Tax losses have been transferred to PNX Metals Limited 
by way of inter-company loans. 

 

27. PARENT ENTITY DISCLOSURES 

The summarised Statement of Financial Position and Statement of Profit or Loss for PNX Metals Limited as 
parent entity in the Group is identical to that of the Group, as the investment in subsidiary and intercompany 
loan receivable (parent) and related exploration and evaluation asset (subsidiary) are both non-current assets. 

Commitments for expenditure and contingent liabilities of the parent entity 

Note 22 discloses the Group’s commitments for expenditure and contingent liabilities, which are also 
applicable to the parent entity. 

 

28. SUBSEQUENT EVENTS 

On 15 July 2020 the Company announced that it had signed a non-binding term sheet for a proposed financial 
commitment by private company Halifax Capital and  joint venture  with its subsidiary Bridge Creek Mining to 
fund the acquisition, construction and commissioning of a fit-for-purpose gold Carbon-in-Leach (CIL) processing 
plant and associated infrastructure (Project Infrastructure) to be located at PNX’s 100% owned  Fountain Head 
Gold Project .  HC has proposed to fund up to A$40m to cover the anticipated capital required for development 
and construction of Project Infrastructure and related costs necessary to fast track the Project.  Formal binding 
documentation for the proposed transaction is anticipated to be completed in October 2020, with commercial 
gold production targeted for late 2021, subject to receipt of Mining and Environmental approvals. 
 
The proposed transaction and JV with BCM provides the Company with a clear path to monetising the Fountain 
Head gold resource and certainty around a funding solution that minimises dilution for PNX shareholders and 
significantly de-risks the Fountain Head Gold Project. It will also allow the Company to focus on generating a 
pipeline of additional gold resources for processing at Fountain Head, through regional exploration within its’ 
significant tenure in the NT. 
 
The Group’s office lease in Rose Park, South Australia, extended to August 2020 as at year end. Subsequent to 
30 June 2020, the Company secured the extension of the office lease for a further 12 months. 
 
There has been no other matter or circumstance that has occurred subsequent to the end of the financial year 
that has significantly affected, or may significantly affect, the operations of the Group, the results of those 
operations, or the state of affairs of the Group in future financial years. 
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Directors’ Declaration 
 
In the Directors’ opinion: 

 

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

i.  complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory 
professional reporting requirements, and 

ii. giving a true and fair view of the Group’s financial position as at 30 June 2020 and of its 
performance for the financial year ended on that date; 

(b) the financial statements also comply with International Financial Reporting Standards as issued by the 
International Accounting Standards Board; 

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

 

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required 
by Section 295A of the Corporation Act 2001. 

 

Signed in accordance with a resolution of the Directors made pursuant to Section 295(5) of the Corporations 
Act 2001. 

 

 

 

Graham Ascough 

Chairman       

 

15th September 2020 
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INDEPENDENT AUDIT REPORT TO THE MEMBERS 

OF PNX METALS LIMITED 
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