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Shares Issued on Exercise of Options 
During or since the end of the Reporting Period, no shares were issued and no options were exercised. 
 
Partly Paid Shares Paid In Full 
During or since the end of the Reporting Period, there were no partly paid employee shares reissued as fully paid ordinary shares 
pursuant to call notices. 
 
Indemnification and Insurance of Officers  
 
Insurance Premiums 
During and since the end of the Reporting Period, an insurance premium was paid for indemnification of Directors and Officers of the 
Company. 
 
Indemnification 
During and since the end of the Reporting Period, the Consolidated Entity has not indemnified or made a relevant agreement for 
indemnifying against a liability any person that is or has been an officer or auditor of the Consolidated Entity. 
 
Rounding Off  
The Consolidated Entity 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. 
 
Significant Changes in the State of Affairs 
These are described under the heading ‘Principal Activities’ on page 2. 
 
Events Subsequent to Reporting Date and Future Developments 
In 2015, the Company entered into various agreements which are subject to shareholder approval at the Annual General Meeting to be 
held in July 2015. These agreements include: 
 

o A Restructure Deed between the Company, Cove House, HNC (Australia) Resources Holding Pty Limited (“HAH”), HAR and 
HNC; 

o A Unsecured Debt Instrument between the Company and HAH; 
o An Intercreditor Deed between the Company, Cove House and YA; 
o A General Security Agreement between the Company and Cove House; 
o A Mining Tenement Mortgage between the Company and Cove House; 
o A General Security Agreement between the Company and YA; 
o A Mining Tenement Mortgage between the Company and YA;  
o A Deed of Purchase and Novation between the Company, Cove House, HNC, HAH and HAR; 
o A Convertible Securities between the Company and Cove House; 
o A Replacement Debt Convertible Securities Agreement between the Company and YA; and 
o An Amended and Restated Secured Bond Deed between the Company, HNC and HAH.  

 
Such agreements contemplate a transaction under which: 

o The Company will acquire HNCEAM from HAR, a subsidiary of HAR that operates the existing joint operations. 
o Cove House will: 

 acquire HAR from HNC; 
 acquire a secured $35 million note owing to HAR and HNC by the Company from HNC; 
 purchase $11 million worth of secured uncertificated convertible loan notes from the Company; and 
 re-structure the secured $35 million note acquired by it so that it becomes non-interest bearing and is convertible into 

shares in the Company. 
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 Consolidated Entity and its activities as follows: 
o The three Joint Operations with HNC will be replaced by a single new Joint Operation 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 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 the 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; and 

o The Company will also increase its exploration activities of the full tenement portfolio at the Browns.   
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Remuneration Report (Audited) 
 
The following report outlines the remuneration arrangements in place for directors and executives of the Company.   
 
Principles of compensation 
Remuneration of directors and executives is referred to as compensation as defined in AASB 124 Related Party Disclosures. 
 
Key management personnel have authority and responsibility for planning, directing and controlling the activities of the Company and 
the Consolidated Entity. Key management personnel comprise the directors of the Company and executives for the Company and the 
Consolidated Entity. 
 
Compensation levels for key management personnel and secretaries of the Company and relevant key management personnel of the 
Consolidated Entity are competitively set to attract, motivate and retain appropriately qualified and experienced directors and 
executives.  
 
The Board decides on the appropriateness of compensation packages of both the Company and Consolidated Entity given trends in 
comparative companies and the objectives of the Company’s compensation strategy. 
 
Compensation packages will be reassessed following completion of the restructure above referred to.  
 
In addition to their salaries, the Consolidated Entity also will provide non-cash benefits to its key management personnel. 
 
Remuneration Committee  
The Board of Directors of the Company is responsible for determining and reviewing compensation arrangements for the directors and 
the senior management team. There is presently no Remuneration Committee. 
 
The Board assesses the appropriateness of the nature and amount of remuneration of directors and senior managers on a periodic 
basis by 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.    
 
Remuneration structure  
In accordance with best practice corporate governance, the structure of non-executive director and senior manager remuneration is 
separate and distinct.  
 
Non-executive director remuneration 
The Board seeks to set aggregate remuneration 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 acceptable to shareholders.  
 
Structure  
The Constitution and the ASX Listing Rules specify that the aggregate remuneration of non-executive directors shall be determined from 
time to time by a general meeting. An amount not exceeding the amount determined is then divided between the directors as agreed. 
The latest determination was at the Annual General Meeting held on 22 May 2008 when shareholders approved an aggregate 
remuneration of no more than $750,000 per year.   
 
The amount of aggregate remuneration sought to be approved by shareholders and the manner in which it is apportioned amongst 
directors is reviewed annually. The Board considers fees paid to non-executive directors of comparable companies when undertaking 
the annual review process.  
  
Each non-executive director either receives a fee for being a director of the Company or, if other services are provided, under a 
consultancy agreement. An additional fee may be payable for each board committee on which a director sits. The payment of additional 
fees for serving on a committee recognises the additional time commitment required by directors who serve on one or more sub 
committees. However, there are presently no board committees. 
  
The remuneration of non-executive directors for the year ended 31 December 2014 is detailed in this report.  
 
Senior manager and executive director remuneration  
The Company aims to reward executives with a level and mix of remuneration commensurate with their position and responsibilities 
within the Company and so as to: 
• reward executives for Company and individual performance against targets set by reference to appropriate benchmarks; 
• align the interests of executives with those of shareholders; 
• link reward with the strategic goals and performance of the Company; and 
• ensure total remuneration is competitive by market standards. 
 
 
Remuneration consists of the following key elements:  
• Fixed Remuneration  
• Performance linked remuneration 
 
The proportion of fixed remuneration and variable remuneration (potential short term and long term incentives) is established for each 
senior manager by the Board. Details of the remuneration of all of the senior managers are presented in this report. 
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Fixed Remuneration  
 
Objective  
The level of fixed remuneration is set so as to provide a base level of remuneration which is both appropriate to the position and is 
competitive in the market.  
  
Fixed remuneration is reviewed annually by the Board of Directors and the process consists of a review of Companywide, business unit 
and individual performance, relevant comparative remuneration in the market and internal and, where appropriate, external advice on 
policies and practices.  
 
Structure  
Senior managers are given the opportunity to receive their fixed (primary) remuneration in a variety of forms including cash and fringe 
benefits such as motor vehicles and expense payment plans.  It is intended that the manner of payment chosen will be optimal for the 
recipient without creating undue cost for the company.  
  
The fixed remuneration component of all of the senior managers is detailed in this report. 
 
Performance-linked remuneration 
Performance-linked remuneration includes both short-term and long-term incentives and is designed to reward executive directors and 
senior executives for meeting or exceeding their financial and personal objectives. The short-term incentive (STI) is an “at risk” bonus 
provided in the form of cash, while the long-term incentive (LTI) is provided as shares or options in the Company.  
 
Variable Remuneration - Short Term Incentive (STI) 
 
Objective 
The objective of the STI plan is to reward senior managers and other employees in a manner which recognises achievement of key 
performance indicators as determined by the Board. 
 
Structure  
STI to executives are delivered in the form of cash.  
 
Variable Remuneration - Long Term Incentive (LTI) 
 
Objective 
The objective of the LTI plan is to reward senior managers in a manner which aligns this element of remuneration with the creation of 
shareholder wealth.  
 
As such LTI grants are only made to executives who are able to influence the generation of shareholder wealth and thus have a direct 
impact on the Company's performance against the relevant long term performance hurdle.   
 
The Board shall also determine the number of options which each staff member shall be invited to acquire in accordance with the LTI 
plan. 
 
Service agreements 
Mr Philip Wood was appointed as a Non-executive Director of the Company on 28 June 2012. Mr Wood entered into an Executive 
Employment Agreement as Chief Executive Officer and Executive Director of the Company on 21 August 2012. He resigned from a 
Non-executive Director of the Company on 23 October 2014 and as Chief Executive Director on 23 December 2014. Mr Wood served 
as a consultant till 23 April 2015. 
 
Key Management Personnel Compensation 
The following were key management personnel of the Consolidated Entity at any time during the Reporting Period. 
 
Non-executive Directors: 
Mr M. Angelo (Chairman) 
Mr J. Allen* (Deputy Chairman – appointed 5 February 2015 and Company Secretary – appointed 4 June 2015) 
Mr T. Morrison (appointed 7 October 2014) 
Mr J. Carr (appointed 5 February 2015) 
Mr D. Gonzalez 
Mr G. Eicke 
 
*Mr Allen was appointed as Deputy Chairman with limited executive powers and Company Secretary. 
 
Executive Directors: 
Mr J. Carr (resigned 5 February 2015) 
Mr P. Wood (resigned 23 October 2014) 
 
Executives: 
Ms Sara Kelly (Company Secretary – appointed 5 February 2015 and resigned 4 June 2015) 
Mr T. Bloomfield (Company Secretary – resigned 3 December 2014) 
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a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389  
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Liability limited by a scheme approved under Professional Standards Legislation. Liability is limited in those States where a current 
scheme applies. 
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10 Kings Park Road 

West Perth WA 6005 
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T +61 8 9480 2000 

F +61 8 9322 7787 
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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 audit of Compass Resources Limited for the year ended 31 December 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 audit; and 

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

audit. 

 
 
 

GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 

 

 

C A 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 Entity” 
or “Entity”). 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 Consolidated Entity 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 55.9 mil (2013: loss of $11.0 mil) and a cash outflow from operating 
activities of $1.6mil (2013 $1.9 mil). The current liabilities exceed current assets by $85.1mil (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 (refer Note 19), 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 27 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 Consolidated Entity’s functional currency and 
the functional currency of the Consolidated Entity. The Consolidated Entity 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. 
 
Information about impairments, considered to be a significant area of estimation uncertainty and critical judgements made has been 
included in Notes 3(h) and 3(u). 
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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 Consolidated Entity entities. 

   
(a) Basis of consolidation 

 
The Consolidated Entity 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 Consolidated Entity companies are eliminated on consolidation, including unrealised gains and 
losses on transactions between Consolidated Entity companies.  Where unrealised losses on intra-Consolidated Entity asset sales are 
reversed on consolidation, the underlying asset is also tested for impairment from a Consolidated Entity perspective.  Amounts 
reported in the financial statements of subsidiaries have been adjusted where necessary to ensure consistency with the accounting 
policies adopted by the Consolidated Entity. 

 
(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. 

 
A list of controlled entities is listed in Note 23 to the financial statements. 
 

(b) Jointly controlled operations and assets 
 

Joint operation 
 
A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have rights to the assets, and 
obligations for the liabilities, relating to the arrangement. 
Where the Consolidated Entity’s activities are conducted through joint operations, the Consolidated Entity recognises its assets 
(including its share of any assets held jointly), its liabilities (including its share of any liabilities incurred jointly), its share of the revenue 
from the sale of the output by the joint operation and its expenses (including its share of any expenses incurred jointly). 
The interest of the Company and of the Consolidated Entity in unincorporated joint operations and jointly controlled assets are brought 
to account by recognising, in its financial statements, the share of assets it controls, the liabilities that it incurs, the expenses it incurs 
and its share of income that it earns from the sale of goods or services by the joint operation. 

  
(c) Financial instruments 

 
Financial assets and financial liabilities are recognised when the Consolidated Entity becomes a party to the contractual provisions of 
the financial instrument, and are measured initially at fair value adjusted by transaction costs, except for those carried at fair value 
through profit or loss, which are measured initially at fair value.  

 
Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or when the financial 
asset and all substantial risks and rewards are transferred.  
 
A financial liability is derecognised when it is extinguished, discharged, cancelled or expires. Financial assets and financial liabilities 
are measured initially at fair value adjusted by transaction costs, except for financial assets and financial liabilities carried at fair value 
through profit or loss, which are measured initially at fair value.  
 
Financial assets and financial liabilities are measured subsequently as described below.  

 
(i) Financial assets 
For the purpose of subsequent measurement, financial assets other than those designated and effective as hedging instruments are 
classified into the following categories upon initial recognition:  

o loans and receivables  
o financial assets at fair value through profit or loss  
o held-to-maturity investments  
o available-for-sale financial assets.  

 
The category determines subsequent measurement and whether any resulting income and expense is recognised in the Statement of 
Profit or Loss and Other Comprehensive Loss.  
 
All financial assets except for those at fair value through profit or loss, are subject to review for impairment at least at each reporting 
date. Financial assets are impaired when there is any objective evidence that a financial asset or a Consolidated Entity of financial 
assets is impaired. Different criteria to determine impairment are applied for each category of financial assets, which are described 
below.  
 
All income and expenses relating to financial assets that are recognised in the Statement of Profit or Loss and Other Comprehensive 
Loss are presented within 'finance costs', 'finance income' or 'other financial items', except for impairment of trade receivables which is 
presented within 'other expenses'.  
 
(ii) Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
After initial recognition these are measured at amortised cost using the effective interest method, less provision for impairment. 
Discounting is omitted where the effect of discounting is immaterial. The Consolidated Entity's trade and most other receivables fall 
into this category of financial instruments. 
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Individually significant receivables are considered for impairment when they are past due or when other objective evidence is received 
that a specific counterparty will default. Receivables that are not considered to be individually impaired are reviewed for impairment in 
Consolidated Entitys, which are determined by reference to the industry and region of a counterparty and other shared credit risk 
characteristics. The impairment loss estimate is then based on recent historical counterparty default rates for each identified 
Consolidated Entity.  
 
(iii) Financial assets at fair value through profit or loss 
Financial assets at fair value through profit or loss include financial assets that are either classified as held for trading or that meet 
certain conditions and are designated at fair value through profit or loss upon initial recognition. All derivative financial instruments fall 
into this category, except for those designated and effective as hedging instruments, for which the hedge accounting requirements 
apply. 
 
Assets in this category are measured at fair value with gains or losses recognised in the Statement of Profit or Loss and Other 
Comprehensive Loss. The fair values of derivative financial instruments are determined by reference to active market transactions or 
using a valuation technique where no active market exists. 
  
(iv) Held-to-maturity investments 
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturity other than 
loans and receivables. Investments are classified as held-to-maturity if the Consolidated Entity has the intention and ability to hold 
them until maturity.  
 
Held-to-maturity investments are measured subsequently at amortised cost using the effective interest method. If there is objective 
evidence that the investment is impaired, determined by reference to external credit ratings, the financial asset is measured at the 
present value of estimated future cash flows. Any changes to the carrying amount of the investment, including impairment losses, are 
recognised in the Statement of Profit or Loss and Other Comprehensive Loss.  
 
(v) Financial liabilities 
The Consolidated Entity's financial liabilities include borrowings, trade and other payables. 
 
Financial liabilities are measured subsequently at amortised cost using the effective interest method, except for financial liabilities held 
for trading or designated at fair value through profit or loss, that are carried subsequently at fair value with gains or losses recognised 
in the Statement of Profit or Loss and Other Comprehensive Loss.  
 
All interest-related charges and, if applicable, changes in an instrument's fair value that are reported in the Statement of Profit or Loss 
and Other Comprehensive Loss are included within 'finance costs' or 'finance income'.  
 

(d) Share capital 
 

Incremental costs directly attributable to issue of ordinary shares and share options are recognised as a deduction from equity, net of 
any related income tax benefit. 

 
(e) Property, plant and equipment 

  
(i) Recognition and measurement 
Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.  

 
Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the 
cost of materials and direct labour, any other costs directly attributable to bringing the asset to a working condition for its intended use, 
and the costs of dismantling and removing the items and restoring the site on which they are located.  
 
(ii) Subsequent costs 
The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable 
that the future economic benefits embodied within the part will flow to the Consolidated Entity and its cost can be measured reliably. 
The costs of the day-to-day servicing of property, plant and equipment are recognised in the Statement of Profit or Loss and Other 
Comprehensive Loss as incurred. 

 
 

(f) Intangible assets  
  

(i) Exploration and Evaluation 
Exploration and evaluation costs, including the costs of acquiring licences, are capitalised as exploration and evaluation assets on a 
project by project basis pending determination of the technical feasibility and commercial viability of the project. The capitalised costs 
are presented as either tangible or intangible exploration assets according to the nature of the assets acquired. These costs are only 
carried forward to the extent that they are expected to be recouped through the successful development of the area or where the 
activities in the area have not yet reached a stage that permits reasonable assessment of the existence of economically recoverable 
reserves. When a licence is relinquished or a project abandoned, the related costs are recognised in Statement of Profit or Loss and 
Other Comprehensive Loss immediately. 
 
(ii) Research and Development 
Development costs are capitalised upon the consolidated entity demonstrating (i) the technical feasibility of completing the 
development so that it will be available for use and (ii) how the development costs will generate probable future economic benefits. 
 
Exploration, evaluation and development assets are assessed for impairment if facts and circumstances suggest that the carrying 
amount exceeds the recoverable amount. (See impairment accounting policy (i)). For the purposes of impairment testing, exploration 
and evaluation assets are allocated to cash-generating units where the exploration activity relates. The cash-generating unit shall not 
be larger than the area of interest. 
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When production commences, carried forward exploration, valuation and development costs will be amortised to the Statement of 
Profit or Loss and Other Comprehensive Income on a units of production basis over the life of the economically recoverable reserves.  
 

(g) Leased assets 
 

Leases in terms of which the Consolidated Entity assumes substantially all the risks and rewards of ownership are classified as 
finance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair value and the present 
value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with the accounting 
policy applicable to that asset.  
 
Other leases are operating leases and the leased assets are not recognised on the Consolidated Entity’s Statement of Financial 
Position.  
 

(h) Impairment  
 

The carrying amounts of the Consolidated Entity’s non-financial assets, other than deferred tax assets, are reviewed at each reporting 
date to determine whether there is any indication of impairment. If any such indication exists then the asset’s recoverable amount is 
estimated. For goodwill and intangible assets that have indefinite lives or that are not yet available for use, the recoverable amount is 
estimated at each reporting date. 
 
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. A 
cash-generating unit is the smallest identifiable asset Consolidated Entity that generates cash flows that largely are independent from 
other assets and Consolidated Entitys. Impairment losses are recognised in Statement of Profit or Loss and Other Comprehensive 
Loss. Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any 
goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit (Consolidated Entity of units) on a 
pro rata basis. 
 
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell. In 
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset.  
 
An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior periods are 
assessed at each reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if 
there has been a change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the 
extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or 
amortisation, if no impairment loss had been recognised.  
 

(i) Employee benefits 
 

Short-term employee benefits 
Short-term employee benefits are benefits, other than termination benefits, that are expected to be settled wholly within twelve (12) 
months after the end of the period in which the employees render the related service.  Examples of such benefits include wages and 
salaries, non-monetary benefits and accumulating sick leave.  Short-term employee benefits are measured at the undiscounted 
amounts expected to be paid when the liabilities are settled. 
 
Other long-term employee benefits 
The Consolidated Entity’s liabilities for annual leave and long service leave are included in other long term benefits as they are not 
expected to be settled wholly within twelve (12) months after the end of the period in which the employees render the related service.  
They are measured at the present value of the expected future payments to be made to employees.  The expected future payments 
incorporate anticipated future wage and salary levels, experience of employee departures and periods of service, and are discounted 
at rates determined by reference to market yields at the end of the reporting period on government bonds that have maturity dates that 
approximate the timing of the estimated future cash outflows.  Any re-measurements arising from experience adjustments and 
changes in assumptions are recognised in the Statement of Profit or Loss and Other Comprehensive Loss in the periods in which the 
changes occur. 
 
The Consolidated Entity presents employee benefit obligations as current liabilities in the statement of financial position if the 
Consolidated Entity does not have an unconditional right to defer settlement for at least twelve (12) months after the reporting period, 
irrespective of when the actual settlement is expected to take place. 
 
Post-employment Benefit Plans 
The Consolidated Entity provides post-employment benefits through various defined contribution and defined benefit plans. 
 
Defined Contribution Plans 
The Consolidated Entity pays fixed contributions into independent entities in relation to several state plans and insurance for individual 
employees.  The Consolidated Entity has no legal or constructive obligations to pay contributions in addition to its fixed contributions, 
which are recognised as an expense in the period that relevant employee services are received. 
 
Share-based employee remuneration 
The Consolidated Entity operates equity-settled share-based remuneration plans for its employees.  None of the Consolidated Entity’s 
plans feature any options for a cash settlement. 
 
All goods and services received in exchange for the grant of any share-based payment are measured at their fair values.  Where 
employees are rewarded using share-based payments, the fair values of employees’ services are determined indirectly by reference to 
the fair value of the equity instruments granted.  This fair value is appraised at the grant date and excludes the impact of non-market 
vesting conditions (for example profitability and sales growth targets and performance conditions).   
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All share-based remuneration is ultimately recognised as an expense in the Statement of Profit or Loss and Other Comprehensive 
Loss with a corresponding credit to share option reserve.  If vesting periods or other vesting conditions apply, the expense is allocated 
over the vesting period, based on the best available estimate of the number of share options expected to vest.   
Non-market vesting conditions are included in assumptions about the number of options that are expected to become exercisable.  
Estimates are subsequently revised if there is any indication that the number of share options expected to vest differs from previous 
estimates.  Any cumulative adjustment prior to vesting is recognised in the current period.  No adjustment is made to any expense 
recognised in prior periods if share options ultimately exercised are different to that estimated on vesting.   
 
Upon exercise of share options, the proceeds received net of any directly attributable transaction costs are allocated to share capital.   
  

(j) Provisions  
  

  A provision is recognised if, as a result of a past event, the Consolidated Entity has a present legal or constructive obligation that can 
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are 
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value 
of money and the risks specific to the liability. 

  
 Dismantling and rehabilitation 

Provision is made for close-down, restoration and environmental rehabilitation costs (which include the dismantling and demolition of 
infrastructure, removal of residual materials and remediation of disturbed areas) at the end of mine life in the accounting period when 
the obligation arises, based on the estimated future costs. At the time of establishing the provision, a corresponding asset is 
recognised (where it gives rise to a future benefit) and is depreciated. 

         
(k) Lease payments   

 
Payments made under operating leases are recognised in the Statement of Profit or Loss and Other Comprehensive Loss on a 
straight-line basis over the term of the lease. Lease incentives received are recognised as an integral part of the total lease expense, 
over the term of the lease.  
 
Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of the 
outstanding liability. The finance expense is allocated to each period during the lease term so as to produce a constant periodic rate of 
interest on the remaining balance of the liability. Contingent lease payments are accounted for by revising the minimum lease 
payments over the remaining term of the lease when the lease adjustment is confirmed. 
 

(l) Finance income and expenses 
 

Finance income comprises interest income on funds invested, dividend income, gains on the disposal of available-for-sale financial 
assets, changes in the fair value of financial assets at fair value through profit or loss, foreign currency gains, and gains on hedging 
instruments that are recognised in the Statement of Profit or Loss and Other Comprehensive Loss. Interest income is recognised as it 
accrues, using the effective interest method.  
 
Finance expenses comprise interest expense on borrowings. All borrowing costs are recognised in the Statement of Profit or Loss and 
Other Comprehensive Loss using the effective interest method.  

 
(m) Cash and cash equivalents 

 
Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly liquid investments that 
are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value. 

  
(n) Income tax  

 
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the Statement of Profit or Loss and 
Other Comprehensive Loss except to the extent that it relates to items recognised directly in equity, in which case it is recognised in 
equity. 
 
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years. 
 
Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for 
the following temporary differences: the initial recognition of goodwill, the initial recognition of assets or liabilities in a transaction that is 
not a business combination and that affects neither accounting nor taxable profit, and differences relating to investments in 
subsidiaries and jointly controlled entities to the extent that they probably will not reverse in the foreseeable future. Deferred tax is 
measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws that 
have been enacted or substantively enacted by the reporting date. 
 
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which temporary 
difference can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer 
probable that the related tax benefit will be realised. 
 
Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the related 
dividend is recognised. 
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(o) Goods and services tax 
 

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the amount of GST 
incurred is not recoverable from the taxation authority. In these circumstances, the GST is recognised as part of the cost of acquisition 
of the asset or as part of the expense. 
 
Receivables and payables are stated with the amount of GST included.  The net amount of GST recoverable from, or payable to, the 
ATO is included as a current asset or liability in the Statement of Financial Position. 
 
Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows arising from investing 
and financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows. 

 
 

(p) Earnings per share 
  

The Consolidated Entity presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by 
dividing the Statement of Profit or Loss and Other Comprehensive Loss attributable to ordinary shareholders of the Company by the 
weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the Statement of 
Profit or Loss and Other Comprehensive Loss attributable to ordinary shareholders and the weighted average number of ordinary 
shares outstanding for the effects of all dilutive potential ordinary shares, which comprise convertible notes and share options granted 
to employees. 

   
(q) Revenue recognition 

 
Revenue from the sale of goods is recognised at the point of delivery as this corresponds to the transfer of significant risks and 
rewards of ownership of the goods. 
 
Interest revenue is recognised using the effective interest rate method, which, for floating rate financial assets, is the rate inherent in 
the instrument. 
 
Royalties received for the use of the Company’s tenements are recognised on an accrual basis in accordance with the substance of 
the relevant agreement. 
 
All revenue is stated net of the amount of goods and service tax (GST). 
 

(r) Borrowing costs 
  

Borrowing costs are recognised in the Statement of Profit or Loss and Other Comprehensive Income in the period in which they are 
incurred. 

 
(s) Comparative Figures 

  
When required by Accounting Standards, comparative figures have been adjusted to conform to changes in presentation for the 
current financial year. 

 
(t) New standard and interpretations not yet adopted  

 
At the date of authorisation of these financial statements, certain new standards, amendments and interpretations to existing 
standards have been published but are not yet effective, and have not been adopted early by the Consolidated Entity.  
 
Management anticipates that all of the relevant pronouncements will be adopted in the Consolidated Entity's accounting policies for 
the first period beginning after the effective date of the pronouncement. Information on new standards, amendments and 
interpretations that are expected to be relevant to the Consolidated Entity’s financial statements is provided below.  
 
Certain other new standards and interpretations have been issued but are not expected to have a material impact on the Consolidated 
Entity's financial statements. 
 
AASB 9 Financial Instruments (December 2014) (effective from 1 January 2018) 
 
AASB 9 introduces new requirements for the classification and measurement of financial assets and liabilities.  
 
These requirements improve and simplify the approach for classification and measurement of financial assets compared with the 
requirements of AASB 139.  The main changes are: 
a. financial assets that are debt instruments will be classified based on: (i) the objective of the entity’s business model for managing 

the financial assets; and (ii) the characteristics of the contractual cash flows 
b. allows an irrevocable election on initial recognition to present gains and losses on investments in equity instruments that are not 

held for trading in other comprehensive income (instead of in profit or loss).  Dividends in respect of these investments that are a 
return on investment can be recognised in the Statement of Profit or Loss and Other Comprehensive Loss and there is no 
impairment or recycling on disposal of the instrument 

c. introduces a ‘fair value through other comprehensive income’ measurement category for particular simple debt instruments 
d. financial assets can be designated and measured at fair value through profit or loss at initial recognition if doing so eliminates or 

significantly reduces a measurement or recognition inconsistency that would arise from measuring assets or liabilities, or 
recognising the gains and losses on them, on different bases 

e. where the fair value option is used for financial liabilities the change in fair value is to be accounted for as follows:  
• the change attributable to changes in credit risk are presented in other comprehensive income (OCI) 
• the remaining change is presented in the Statement of Profit or Loss and Other Comprehensive Loss 
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If this approach creates or enlarges an accounting mismatch in the Statement of Profit or Loss and Other Comprehensive Loss, 
the effect of the changes in credit risk are also presented in the Statement of Profit or Loss and Other Comprehensive Loss. 

 
Otherwise, the following requirements have generally been carried forward unchanged from AASB 139 into AASB 9: 
• classification and measurement of financial liabilities; and 
• derecognition requirements for financial assets and liabilities. 

 
AASB 9 requirements regarding hedge accounting represent a substantial overhaul of hedge accounting that enable entities to better 
reflect their risk management activities in the financial statements. 
 
Furthermore, AASB 9 introduces a new impairment model based on expected credit losses.  This model makes use of more forward-
looking information and applies to all financial instruments that are subject to impairment accounting. 

 
The entity is yet to undertake a detailed assessment of the impact of AASB 9.  However, based on the entity’s preliminary assessment, 
the Standard is not expected to have a material impact on the transactions and balances recognised in the financial statements when 
it is first adopted for the year ending 31 December 2018. 
 
AASB 2014-3 Amendments to Australian Accounting Standards – Accounting for Acquisitions of Interests in Joint 
Operations (effective from 1 January 2016) 
 
The amendments to AASB 11 state that an acquirer of an interest in a joint operation in which the activity of the joint operation 
constitutes a ‘business’, as defined in AASB 3 Business Combinations, should: 
• apply all of the principles on business combinations accounting in AASB 3 and other Australian Accounting Standards except 

principles that conflict with the guidance of AASB 11.  This requirement also applies to the acquisition of additional interests in an 
existing joint operation that results in the acquirer retaining joint control of the joint operation (note that this requirement applies to 
the additional interest only, i.e., the existing interest is not remeasured) and to the formation of a joint operation when an existing 
business is contributed to the joint operation by one of the parties that participate in the joint operation; and 

• provide disclosures for business combinations as required by AASB 3 and other Australian Accounting Standards. 
 

When these amendments are first adopted for the year ending 31 December 2016, there will be no material impact on the transactions 
and balances recognised in the financial statements. 
 
AASB 2014-4 Amendments to Australian Accounting Standards – Clarification of Acceptable Methods of Depreciation and 
Amortisation (effective from 1 January 2016) 
 
The amendments to AASB 116 prohibit the use of a revenue-based depreciation method for property, plant and equipment.  
Additionally, the amendments provide guidance in the application of the diminishing balance method for property, plant and 
equipment. 
 
The amendments to AASB 138 present a rebuttable presumption that a revenue-based amortisation method for intangible assets is 
inappropriate.  This rebuttable presumption can be overcome (i.e., a revenue-based amortisation method might be appropriate) only in 
two (2) limited circumstances: 
i. the intangible asset is expressed as a measure of revenue, for example when the predominant limiting factor inherent in an 

intangible asset is the achievement of a revenue threshold (for instance, the right to operate a toll road could be based on a fixed 
total amount of revenue to be generated from cumulative tolls charged); or 

ii. when it can be demonstrated that revenue and the consumption of the economic benefits of the intangible asset are highly 
correlated. 

 
When these amendments are first adopted for the year ending 31 December 2016, there will be no material impact on the transactions 
and balances recognised in the financial statements. 
 
AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) (effective from 1 
January 2018) 
 
AASB 2014-7 incorporates the consequential amendments arising from the issuance of AASB 9. 
 
The entity is yet to undertake a detailed assessment of the impact of AASB 9.  However, based on the entity’s preliminary assessment, 
the Standard is not expected to have a material impact on the transactions and balances recognised in the financial statements when 
it is first adopted for the year ending 31 December 2018. 
 
AASB 2014-8 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) – Application of AASB 
9 (December 2009) and AASB 9 (December 2010) (effective from 1 January 2015) 
 
AASB 2014-8 limits the application of the existing versions of AASB 9 (AASB 9 [December 2009] and AASB 9 [December 2010]) from 
1 February 2015. 
 
The entity is yet to undertake a detailed assessment of the impact of AASB 9.  However, based on the entity’s preliminary assessment, 
the Standard is not expected to have a material impact on the transactions and balances recognised in the financial statements when 
it is first adopted for the year ending 31 December 2018. 
 
AASB 15 Revenue from Contracts with Customers (effective 1 January 2017)  
AASB 15: replaces AASB 118 Revenue, AASB 111 Construction Contracts and some revenue-related Interpretations: 
 
• establishes a new revenue recognition model 
• changes the basis for deciding whether revenue is to be recognised over time or at a point in time 
• provides new and more detailed guidance on specific topics (e.g., multiple element arrangements, variable pricing, rights of return, 

warranties and licensing) 
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• expands and improves disclosures about revenue 
 
In the Australian context, AASB 15 will apply to contracts of not-for-profit (NFP) entities that are exchange transactions.  AASB 1004 
Contributions will continue to apply to non-exchange transactions until the Income from Transactions of NFP Entities Project is 
completed (with an Exposure Draft inviting public comment on those proposals targeted for issue in Q1 2015). 
 
The Consolidated Entity is yet to undertake a detailed assessment of the impact of AASB 15.  However, based on the entity’s 
preliminary assessment, the Standard is not expected to have a material impact on the transactions and balances recognised in the 
financial statements when it is first adopted for the year ending 31 December 2017. 
 

(u) Significant management judgement in applying accounting policies  
 

When preparing the financial statements, management undertakes a number of judgements, estimates and assumptions about the 
recognition and measurement of assets, liabilities, income and expenses.  

 
The following are significant management judgements in applying the accounting policies of the Consolidated Entity that have the 
most significant effect on the financial statements.  
 
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.  
 
Recognition of deferred tax assets  
The extent to which deferred tax assets can be recognised is based on an assessment of the probability of the Consolidated Entity’s 
future taxable income against which the deferred tax assets can be utilised. In addition, significant judgement is required in assessing 
the impact of any legal or economic limits or uncertainties in various tax jurisdictions. There are a number of transactions and 
calculations for which the ultimate tax determination is uncertain during the ordinary course of business. Current tax liabilities and 
assets are recognised at the amount expected to be paid to or recovered from the taxation authorities. Please refer to Note 6. 
 
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 9). 
 
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 10). 
 
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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26. Segment reporting 
The Consolidated Entity’s Internal Reporting for the year ended 31 December 2014 has continued on a receipts and payment basis. 
The Consolidated Entity has no material segment. 

 
27. Subsequent events 

 
Events subsequent to Balance Date 
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 a 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 HOA. 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. In 2015, the Company 
entered into various agreements which are subject to shareholder approval at the Annual General Meeting to be held in July 2015. 
These agreements include: 

 
o A Restructure Deed between the Company, Cove House, HNC (Australia) Resources Holding Pty Limited (“HAH”), HAR and 

HNC; 
o A Unsecured Debt Instrument between the Company and HAH; 
o An Intercreditor Deed between the Company, Cove House and YA; 
o A General Security Agreement between the Company and Cove House; 
o A Mining Tenement Mortgage between the Company and Cove House; 
o A General Security Agreement between the Company and YA; 
o A Mining Tenement Mortgage between the Company and YA;  
o A Deed of Purchase and Novation between the Company, Cove House, HNC, HAH and HAR; 
o A Convertible Securities between the Company and Cove House; 
o A Replacement Debt Convertible Securities Agreement between the Company and YA; and 
o An Amended and Restated Secured Bond Deed between the Company, HNC and HAH.  

 
Such agreements contemplate a transaction under which: 

o The Company will acquire HNCEAM from HAR, a subsidiary of HAR that operates the existing joint operations. 
o Cove House will: 

 acquire HAR from HNC; 
 acquire a secured $35 million note owing to HAR and HNC by the Company from HNC; 
 purchase $11 million worth of secured uncertificated convertible loan notes from the Company; and 
 re-structure the secured $35 million note acquired by it so that it becomes non-interest bearing and is convertible into 

shares in the Company. 
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 Operations with HNC will be replaced by a single new Joint Operation 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 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 the 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 by the end of 2015. 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; and 

o The Company will also increase its exploration activities of the full tenement portfolio at the Browns. 
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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 9 to 31, are in accordance 

with the Corporations Act 2001, including: 
 
 (i)  Giving a true and fair view of the financial position as at 31 December 2014 and of their performance, for the 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 financial year ended 31 December 2014 

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

 
 
 

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

To the Members of Compass Resources Limited 

 

We have audited the accompanying financial report of Compass Resources Limited (the 

‘Company’), which comprises the consolidated statement of financial position as at 31 

December 2014, 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 year then ended, notes comprising a summary of significant accounting 

policies and other explanatory information and the directors’ declaration of the consolidated 

entity comprising the Company and the entities it controlled at the year’s end or from time 

to time during the financial year. 

Directors’ responsibility for the financial report 

The Directors of the Company are responsible for the preparation of the financial report 

that gives a true and fair view in accordance with Australian Accounting Standards and the 

Corporations Act 2001. The Directors’ responsibility also includes such internal control as 

the Directors determine is necessary to enable the preparation of the financial report that 

gives a true and fair view and is free from material misstatement, whether due to fraud or 

error. The Directors also state, in the notes to the financial report, in accordance with 

Accounting Standard AASB 101 Presentation of Financial Statements, the financial 

statements comply with International Financial Reporting Standards. 

Auditor’s responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We 

conducted our audit in accordance with Australian Auditing Standards. Those standards 

require us to comply with relevant ethical requirements relating to audit engagements and 

plan and perform the audit to obtain reasonable assurance whether the financial report is 

free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial report. The procedures selected depend on the auditor’s 

judgement, including the assessment of the risks of material misstatement of the financial 

report, whether due to fraud or error.  



 

 

 

 
 

 

 

In making those risk assessments, the auditor considers internal control relevant to the 

Company’s preparation of the financial report that gives a true and fair view in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose 

of expressing an opinion on the effectiveness of the Company’s internal control. An audit 

also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by the Directors, as well as evaluating the 

overall presentation of the financial report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide 

a basis for our audit opinion. 

Independence 

In conducting our audit, we have complied with the independence requirements of the 

Corporations Act 2001.   

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. 

Auditor’s opinion 

In our opinion: 

a the financial report of Compass Resources Limited is in accordance with the 

Corporations Act 2001, including: 

 

 



 

 

 

 
 

 

 

i giving a true and fair view of the consolidated entity’s financial position as at 31 

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

ii complying with Australian Accounting Standards and the Corporations 

Regulations 2001; and 

b the financial report also complies with International Financial Reporting Standards as 

disclosed in the notes to the financial statements.  

Material uncertainty regarding continuation as a going concern 

Without qualifying our opinion, attention is drawn to the following matter. As described in 

Note 2(b) in the financial report, the consolidated entity has reported a loss for the period 

of $55.9million and a cash outflow from operating activities of $1.6million. The current 

liabilities exceed current assets by $85million. 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. 

Report on the remuneration report  

We have audited the remuneration report included in pages 5 to 7 of the directors’ report 

for the year ended 31 December 2014. The Directors of the Company are responsible for 

the preparation and presentation of the remuneration report in accordance with section 

300A of the Corporations Act 2001. Our responsibility is to express an opinion on the 

remuneration report, based on our audit conducted in accordance with Australian Auditing 

Standards. 

Auditor’s opinion on the remuneration report 

In our opinion, the remuneration report of Compass Resources Limited for the year ended 

31 December 2014, complies with section 300A of the Corporations Act 2001. 

 
 
 
 
GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 
 
 
 
 

 
C A Becker 
Partner - Audit & Assurance 
 
Perth, 15 July 2015 




