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• Corporate 

o In 2014, the Company continued to be provided assurance that neither Hunan Nonferrous Metals Corporation Limited (“HNC”) 
and HAR nor YA will for the time being exercise its rights under its facilities, to require early repayment of its debt. This 
assurance was reemphasised by way of a non-binding Heads of Agreement signed on 31 December 2014 among the 
Company, YA and HNC, which has been the basis for on-going support by the Company’s stakeholders since then and 
underpinned the signing of the Key Term Sheet on 19 May 2015. 
 
In addition, on 31 December 2014, the Company entered into a Deed of Amendment – Unsecured Bond Deed with Martin 
Jones and Darren Weaver care of Ferrier Hodgson as Bondholder to amend the terms of the redemption of the Bond for 
payment of $300K on 31 December 2014, a further payment of $450K on 27 February 2015, both of which were made, and 
balance payable on completion of the transaction contemplated by the DOA. The Company entered into a Deed of Settlement 
and Release with Martin Johns and Darren Weaver care of Ferrier Hodgson and Cove House Illiquid Investments SPC (“Cove 
House”) on 12 June 2015 to provide for a final payment of $1.2m to be made on completion of the restructure agreements. 
Please refer to Note 12.  

 
Rounding Off  
The Company is of a kind referred to ASIC class order 98/100 dated 10 July 1998 and in accordance with that Class Order, amounts in 
the Financial Report and Directors’ Report have been rounded off to the nearest thousand dollars, unless otherwise stated. 
 
Signed in accordance with a resolution of the Directors. 
 
 
 

 
 
_____________________________________ 
John Allen 
Deputy Chairman and Company Secretary 
 
Sydney  
15 July 2015
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Grant Thornton Audit Pty Ltd ABN 94 269 609 023 ACN 130 913 594 
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389 
 

  

 

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms, as the 

context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm 

is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one another and 

are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to Grant Thornton Australia Limited ABN 41 127 556 389 and its 

Australian subsidiaries and related entities. GTIL is not an Australian related entity to Grant Thornton Australia Limited. 

 

Liability limited by a scheme approved under Professional Standards Legislation. Liability is limited in those States where a current 
scheme applies. 
 

 

Auditor’s Independence Declaration 

To The Directors of Compass Resources Limited  

 

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead 

auditor for the review of Compass Resources Limited for the half-year ended 30 June 2014, 

I declare that, to the best of my knowledge and belief, there have been: 

a No contraventions of the auditor independence requirements of the Corporations 

Act 2001 in relation to the review; and 

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

review. 

 
 

 

GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 
 
 
 

 

CA Becker 

Partner - Audit & Assurance 

 

Perth, 15 July 2015 
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Notes to the Consolidated Financial Statements 

1. Reporting entity 
 

Compass Resources Limited (the “Company”) is a company domiciled in Australia. The address of the Company’s registered office is Level 
1, 28 Ord Street, West Perth, WA 6005. 
  
This financial report includes the consolidated financial statements and notes of the Company and controlled entities ("Consolidated Group” 
or “Group”). The separate financial statements and notes of the Company as an individual parent entity have not been presented within this 
financial report as permitted by the Corporations Act 2001.  
 
The financial statements were approved by the Board of Directors with effect on 15 July 2015. 

 
 

2. Basis of preparation 
 
(a) Statement of compliance  

The financial report is a general purpose financial report that has been prepared in accordance with Australian Accounting Standards, 
Australian Accounting Interpretations, other authoritative pronouncements of the Australian Accounting Standards Board (AASB) and 
the Corporations Act 2001. 
 
Australian Accounting Standards set out accounting policies that the AASB has concluded would result in a financial report containing 
relevant and reliable information about transactions, events and conditions. Compliance with Australian Accounting Standards ensures 
that the financial statements and notes also comply with International Financial Reporting Standards (IFRS).  Material accounting 
policies adopted in the preparation of this financial report are presented below and have been consistently applied unless otherwise 
stated. The Company is a for-profit entity for the purpose of preparing financial statements under Australian Accounting Standards. 
 
Except for cash flow information, the financial report has been prepared on an accruals basis and is based on historical costs, 
modified, where applicable, by the measurement at fair value of selected non-current assets, financial assets and financial liabilities. 
 

(b) Going concern 
The financial report has been prepared on the going concern basis.  
 
The consolidated entity has reported a loss for the period of $50.3mil (June 2013: loss of $6.1 mil) and a cash outflow from operating 
activities of $1.1mil (June 2013: a cash outflow of $1.2 mil). The current liabilities exceed current assets by $79.2 mil (Dec 2013: $73.3 
mil). 
 
In the forthcoming financial year, the Consolidated Entity will be required to meet various commitments, which require funds that are 
above and beyond the working capital of the Consolidated Entity at 31 December 2014. These commitments include continuing 
exploration across the Consolidated Entity’s tenements, as well as existing creditors.  The financial statements have been prepared on 
the basis that the Consolidated Entity will continue to meet their commitments and can therefore continue normal business activities 
and the realisation of assets and settlement of liabilities in the ordinary course of business.  
 
Note 16 Subsequent Events, details the proposed restructure of the Consolidated Entity. The continuation as a going concern is 
dependent on the successful restructuring of the Entity, including the approval thereof at the Annual General Meeting, and managing 
discretionary expenditure as required. After the successful restructuring, a portion of the funding will be injected to cover the 
Company’s corporate expenses; minimum expenditure requirements as well as technical works to prove the viability of the Project. 

 
Once the viability of the Project is proven, and a viable business plan has been established additional funding will be required for 
further development. Whilst the additional funding has conditionally been approved, the terms and conditions are yet to be agreed 
upon.  

 
Meanwhile, the Directors may also seek opportunities to divest one or more non-core assets to generate additional liquidity. 

 
The Directors believe that the Entity will be successful in the above matters and accordingly have prepared the financial report on a 
going concern bases. Should these not eventuate, a material uncertainty exists as to the Entity’s ability to continue as a going concern 
and realise its assets and settle its liabilities and commitments in the normal course of business. 
 

(c) Functional and presentation currency 
The consolidated financial statements are presented in Australian dollars, which is the Company’s functional currency and the 
functional currency of the Group. The Group is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 (updated by CO 
05/641 effective 28 July 2005 and CO 06/51 effective 31 January 2006) and in accordance with the Class Order, all financial 
information presented in Australian dollars has been rounded to nearest thousand unless otherwise stated. 
 

(d) Use of estimates and judgements 
The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. 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 and in any future periods affected. 
 

 
 

3. Significant accounting policies  
 

The accounting policies, set out below, have been applied consistently to all periods presented in these consolidated financial statements 
and have been applied consistently by Group entities. 
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(a) Basis of consolidation 

 
The Group financial statements consolidate those of the Parent Company and all of its subsidiaries as of 31 December 2014.  The 
Parent controls a subsidiary if it is exposed, or has rights, to variable returns from its involvement with the subsidiary and has the ability 
to affect those returns through its power over the subsidiary.  All subsidiaries have a reporting date of 31 December. All transactions and 
balances between Group companies are eliminated on consolidation, including unrealised gains and losses on transactions between 
Group companies.  Where unrealised losses on intra-group asset sales are reversed on consolidation, the underlying asset is also 
tested for impairment from a group perspective.  Amounts reported in the financial statements of subsidiaries have been adjusted where 
necessary to ensure consistency with the accounting policies adopted by the Group. 

 
 
 

(i) Subsidiaries 
Subsidiaries are entities controlled by the Company. Control exists when the Company has the power to govern the financial and 
operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that presently are 
exercisable are taken into account. The financial statements of subsidiaries are included in the consolidated financial statements from 
the date that control commences until the date that control ceases. 
 

4. Estimates 
 

When preparing the interim financial statements, management undertakes a number of judgements, estimates and assumptions about 
recognition and measurement of assets, liabilities, income and expenses. The actual results may differ from the judgements, estimates and 
assumptions made by management, and will seldom equal the estimated results. The judgements, estimates and assumptions applied in 
the interim financial statements, including the key sources of estimation uncertainty were the same as those applied in the Group's last 
annual financial statements for the year ended 31 December 2013, except as noted below 
 

Proportion of ownership of the Browns Oxide Project Plant (the “Plant”) 
Under the terms of the Browns Oxide Project Joint Operation, ownership of the Plant is shared between the JV parties in proportion to 
their respective cash contributions. In early 2013, this proportion was recalculated according to the management’s best estimate and 
this has resulted in the Company and HAR respectively owning 61% and 39% of the Plant.  
 
Property, plant and equipment 
An impairment loss is recognised for the amount by which the asset’s carrying amount or cash-generating unit’s carrying amount 
exceeds its recoverable amount. To determine the recoverable amount, the Directors sought valuations of the assets by independent 
valuers to estimate the present value of the assets. The present market value (ex-situ) assuming a sale for removal scenario of the 
whole Oxide Plant provided by Aon Global Risk Consulting is $2.7mil or $1.6mil for the Company’s share. However, due to the current 
market conditions, the management resolved to fully impair the Plant during the Reporting Period (refer to Note 10). 
 
Deferred exploration and evaluation costs 
The application of the Consolidated Entity’s accounting policy for exploration and evaluation expenditure requires judgment in 
determining whether it is likely that future economic benefits are likely either from future exploitation or sale or where activities have 
not reached a stage which permits a reasonable assessment of the existence of reserves.  The determination of a Joint Ore Reserves 
Committee (‘JORC’) resource is itself an estimation process that requires varying degrees of uncertainty depending on sub-
classification and these estimates directly impact the point of deferral of exploration and evaluation expenditure.   
 
The deferral policy requires management to make certain estimates and assumptions about future events or circumstances, in 
particular whether an economically viable extraction operation can be established.  Estimates and assumptions made may change if 
new information becomes available (refer to Note 11). 
 
Restoration Provision 
In accordance with the Consolidated Entity’s environmental policy and applicable legal requirements, a provision for site restoration in 
respect of contaminated land, is recognised when the land is contaminated.  The provision represents the best estimate of the present 
value of the expenditure required to settle the restoration obligation at the reporting date, based on current legal requirements and 
technology.  Future restoration costs are reviewed annually and any changes are reflected in the present value of the restoration 
provision at the end of the reporting period.
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16. Subsequent events (continued) 

o HNC will receive:  
• $14 million from Cove House; 
• $1 million from the Company (in reduction of the debt owing to HNC by the Company) on a deferred basis; and 
• from YA, a transfer of shares in the Company so as to increase its aggregate shareholding percentage to 19.9%. 
 

o YA will receive a payment of $1.5m in reduction of the loan amounts owing to it, and a further $719,000 repayment of interim 
funding provided by it to the Company. 
 

o The debt owed by the Company to YA will be re-structured so that it becomes non-interest bearing and is convertible into 
shares in the Company. 
 

The transaction noted above will have the effect of substantially restructuring the Company and its activities as follows: 
 

o The three Joint Ventures with HNC will be replaced by a single new Joint Venture between the Company and Cove House 
and the whole project will now be managed and controlled by the Company as one project. This will result in significant cost 
savings and facilitate a clear direction going forward. 
 

o Cove House will (by way of conversion of all of the $11m of convertible notes purchased by it) have the right to convert the 
notes into 50% of the issued share capital in the Company. 
 

o The Board of the Company will be restructured to consist of John Allen as Chairman, an appointee of YA, an appointee of 
Cove House and two independent board members. 
 

o The Company will have funds available for the development of the Browns project, being initially approximately $6.5m. 
 

o The initial focus will be the development of the Browns Oxide deposit by way of a heap leach operation to recover copper in 
the form of copper sulphate crystals. In Stage One of the development the Company will undertake an Optimisation Study to 
establish the full feasibility of proceeding with such project which is expected to be completed in the first quarter of 2016. In 
the event the Study is positive, it is expected the Company will commence development of the heap leach project in the first 
quarter of 2016 and be in production by the end of the second quarter of 2016. 
 

o In parallel with the development of the heap leach, the Company will continue to explore the development of the Sulphide 
Deposit at Browns centred on the Scoping Study referred to above. 
 

o The Company will also increase its exploration activities of the full tenement portfolio at the Browns Project.   
 
In the forthcoming financial year, the Consolidated Entity will be required to meet various commitments, which require funds that are 
above and beyond the working capital of the Consolidated Entity at 30 June 2014. These commitments include continuing exploration 
across the Consolidated Entity’s tenements as well as existing creditors.  The financial statements have been prepared on the basis 
that the Consolidated Entity will continue to meet their commitments and can therefore continue normal business activities and the 
realisation of assets and settlement of liabilities in the ordinary course of business. The continuation as a going concern is dependent 
upon obtaining further funding and managing discretionary expenditure as required.
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Directors’ Declaration 

 

1 In the opinion of the Directors of Compass Resources Limited (“the Company”): 
 
 (a) The consolidated financial statements and notes of Compass Resources Ltd, set out on pages 4 to 13 are in accordance 

with the Corporations Act 2001, including: 
 
 (i)  Giving a true and fair view of the financial position as at 30 June 2014 and of their performance, for the half-year ended 

on that date; and 
 
 (ii) Complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the 

Corporations Regulations 2001;  
  
 (b)  The financial report also complies with International Financial Reporting Standards as disclosed in Note 2(a); and 
 
 (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. 
 
2 The Directors have been given the declarations from the Chief Executive Officer for the half-year ended 30 June 2014 required by 

Section 295A of the Corporations Act 2001. 
 
 
Signed in accordance with a resolution of the Directors: 

 
 
 

 
 
John Allen 
Deputy Chairman and Company Secretary 
 
Sydney 
15 July 2015 
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Independent Auditor’s Review Report 

To the Members of Compass Resources Limited 

 

We have reviewed the accompanying half-year financial report of Compass Resources 

Limited (‘Company’), which comprises the consolidated financial statements being the 

consolidated statement of financial position as at 30 June 2014, and the consolidated 

statement of profit or loss and other comprehensive income, consolidated statement of 

changes in equity and consolidated statement of cash flows for the half-year ended on that 

date, notes comprising a description of accounting policies, other explanatory information 

and the directors’ declaration of the consolidated entity, comprising both the Company and 

the entities it controlled at the half-year’s end or from time to time during the half-year. 

Directors’ responsibility for the half-year financial report 

The directors of Compass Resources Limited are responsible for the preparation of the half-

year financial report that gives a true and fair view in accordance with Australian Accounting 

Standards and the Corporations Act 2001 and for such controls as the directors determine is 

necessary to enable the preparation of the half-year financial report that is free from material 

misstatement, whether due to fraud or error. 

Auditor’s responsibility 

Our responsibility is to express a conclusion on the consolidated half-year financial report 

based on our review.  We conducted our review in accordance with the Auditing Standard 

on Review Engagements ASRE 2410 Review of a Financial Report Performed by the 

Independent Auditor of the Entity, in order to state whether, on the basis of the procedures 

described, we have become aware of any matter that makes us believe that the half-year 

financial report is not in accordance with the Corporations Act 2001 including: giving a true 

and fair view of the consolidated entity’s financial position as at 30 June 2014 and its 

performance for the half-year ended on that date; and complying with Accounting Standard 

AASB 134 Interim Financial Reporting and the Corporations Regulations 2001.  As the 

auditor of Compass Resources Limited, ASRE 2410 requires that we comply with the ethical 

requirements relevant to the audit of the annual financial report. 

 



 

 

 

 
 

 

 

A review of a half-year financial report consists of making enquiries, primarily of persons 

responsible for financial and accounting matters, and applying analytical and other review 

procedures.  A review is substantially less in scope than an audit conducted in accordance 

with Australian Auditing Standards and consequently does not enable us to obtain assurance 

that we would become aware of all significant matters that might be identified in an audit.  

Accordingly, we do not express an audit opinion.  

Independence 

In conducting our review, we complied with the independence requirements of the 

Corporations Act 2001.   

Basis for qualified auditor’s opinion  

The following scope limitation occurred during the course of our audit:  

 

The Company’s operations include interests in the Browns Project Joint Ventures, which 

comprises the Sulphide, Oxide and Regional Exploration Joint Ventures (Refer to Note 10). 

On the completion of the Deed of Company Administration on 15 November 2011, the 

Company ceased to be a defaulting participant to the joint ventures. Under the terms of the 

Joint Venture, ownership of the Browns Oxide Plant is shared between the Joint Venture 

parties. Initial discussions between the joint venture parties have indicated that the 

ownership of the plant should be in proportion to their respective cash contributions, 

resulting in the Company and the other joint venture party respectively owning 61% and 

39%.  

At the date of this audit report, the Joint Venture parties are yet to enter into a formal 

agreement as to the specific proportion of Equipment ownership applicable to each 

participant. Should the final agreement not be based on the proportions of cash 

contributions made but some other basis, then an adjustment would be required to the 

carrying value of the Equipment to represent the new proportion of ownership. We 

therefore do not have sufficient audit evidence to determine whether the opening carrying 

value of Equipment of $43,368,000 and Land of $1,500,000 are fairly stated and therefore 

whether the impairment recognised in the statement of profit or loss and other 

comprehensive income of $44,827,000 is fairly stated. 

Conclusion 

Based on our review, which is not an audit, we have not become aware of any matter that 

makes us believe that the half-year financial report of Compass Resources Limited is not in 

accordance with the Corporations Act 2001, including: 

a giving a true and fair view of the consolidated entity’s financial position as at 30 June 

2014 and of its performance for the half-year ended on that date; and 

b complying with Accounting Standard AASB 134 Interim Financial Reporting and 

Corporations Regulations 2001. 



 

 

 

 
 

 

 

Material uncertainty regarding continuation as a going concern 

Without qualifying our opinion, we draw attention to Note 2(b) in the financial report which 

indicates that the consolidated entity incurred a net loss of $50.3 million during the period 

ended 30 June 2014 and, as of that date, the consolidated entity’s current liabilities exceeded 

its current assets by $79.1 million.  These conditions, along with other matters as set forth in 

Note 2(b), indicate the existence of a material uncertainty which may cast significant doubt 

about the consolidated entity’s ability to continue as a going concern and therefore, the 

consolidated entity may be unable to realise its assets and discharge its liabilities in the 

normal course of business, and at the amounts stated in the financial report. 

 

 

 

GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 
 
 

 

 

C A Becker 

Partner - Audit & Assurance 

 

Perth, 15 July 2015 




