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DIRECTORS’ REPORT 
The Directors present their report together with the financial report of Compass Resources Limited ("the Company") and its controlled 
entities (together, “the Consolidated Entity”) for the half year ended 30 June 2013 (“Reporting Period”) and the Auditor’s report thereon.  
 
Other than where expressly stated otherwise, all statements in this report are made solely with respect to the Reporting Period, as at 30 
June 2013. 

 
Directors 
 
The Directors and Company Secretaries of the Company at any time during the Reporting Period and until the date of this report are as 
follows.  
 

- Mr Mark Angelo (Non-executive Chairman) 
- Mr Philip Wood (Chief Executive Officer and Executive Director) 
- Mr James Carr (Non-executive Director and Managing Director) 
- Mr David Gonzalez (Non-executive Director) 
- Mr Gerald Eicke (Non-executive Director) 
- Mr John Allen (Non-executive Director) 
- Mr Thomas Bloomfield (Company Secretary) 

 
Consolidated Result 
The net loss of the consolidated entity for the Reporting Period was $6.1 million (June 2012, loss of $4.0 million). 
 
Principal Activities 
The Company’s present operations as at the date of this report are: 
 
• Browns Project Joint Ventures 

The Company’s primary focus continues to be the progression of its three joint ventures with HNC (Australia) Resources Pty 
Limited (‘HAR’). HNC (Australia) Exploration and Mining Pty Limited is the Joint Venture Operator for all three joint ventures. 
 
The operating committees for the joint ventures (consisting of 3 Company representatives and 3 HAR representatives) are 
meeting bi-monthly to assess progress and determine budgets. 
 
Of these joint ventures: 
o Sulphide Joint Venture: The present goal of the Sulphide Joint Venture is to determine the economic feasibility of pursuing the 

Browns Sulphide Project by selective underground mining of separate high grade lead and copper zones. 
 

HAR and the Company are together undertaking a Scoping Study of the technical and economic feasibility of the new 
strategy, which comprises the following key components: 1) flotation test work, 2) updated geographic information system, 
geology model and database, 3) improved resource definition, 4) new mine plan, 5) assessment of the existing processing 
plant, 6) an assessment of ancillary matters, 7) updated project economics and 8) commissioning of an independent 
“nameplate” audit. The Scoping Study is scheduled to be completed by the beginning of October 2013. 

 
o Oxide Joint Venture: The Browns Oxide Plant (“the Plant”) at Browns East that is part of the Oxide Joint Venture is currently in 

a regulatory compliance state and is being maintained by the Joint Venture Operator. Under the terms of the Oxide Joint 
Venture, ownership of the Plant is shared between the Oxide Joint Venture parties in proportion to their respective cash 
contributions. This has resulted in the Company and HAR respectively owning 61% and 39% of the Plant. Please refer to Note 
11. 
 

o Regional Exploration Joint Venture: The Regional Exploration Joint Venture will continue to explore the Joint Venture 
tenements and continues to spend money on exploration. The Operator completed a FALCON Airborne Gravity Gradiometer 
and Magnetic Geophysical Survey in December 2012 that, in conjunction with the EM/magnetic survey that was conducted in 
2010, will help identify target locations for possible drilling.   
 

• Other Operations 
o Wholly-owned Northern Territory Tenements: The Company is exploring its wholly-owned tenements near Batchelor in the 

Northern Territory. The FALCON Survey also included these tenements. The Company has been approached by parties 
interested in iron, manganese and uranium ore potential on these tenements and intends to further investigate the possibility 
of forming joint ventures to explore these areas with interested parties or the outright sale of the Company’s tenements. 

o New South Wales Tenements: The Company’s joint ventures with Platsearch for some tenements in NSW have now been 
released. The Company withdrew from the Cuttaburra Joint Ventured (“CJV”) with Thomson Resources Ltd and sold to 
Thomson Resources all of its right, title and interest in the Mining Title held on behalf of CJV on 13 June 2013 for a nominal 
sum.  

o Peru Tenement: The Company has dropped its 70% owned tenement in Peru (the Nangali Gold Project). 
 

• Corporate 
o On 21 January 2013, the Company entered into agreement with HAR and Hunan Nonferrous Metals Corporation Limited 

(“HNC”), whereby the Company’s repayment obligations from mid-November 2012 under the Secured Bond Deed between 
the parties were deferred until 1 April 2013. On 10 May 2013, the Company signed a “Patience Letter” with HNC and HAR in 
relation to further delaying the debt repayment, with HNC and HAR reserving all their rights under the Secured Bond Deed. 
HNC’s and HAR’s rights include: 1) to declare that all monies owing to them under the Secured Bond Deed are due and 
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Grant Thornton Audit Pty Ltd ACN 130 913 594 

a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389  

 

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

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

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

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

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

 

Liability limited by a scheme approved under Professional Standards Legislation. Liability is limited in those States where a current 
scheme applies. 
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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 review of Compass Resources Limited for the half-year ended 30 June 2013, 

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 

 
 
 

 

 

C A Becker 

Partner - Audit & Assurance 

 

Perth, 23 September 2013 
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Consolidated Statement of Profit or Loss and other Comprehensive Income 

 

 
 
 

The accompanying notes form part of these financial statements. 
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Consolidated Statement of Financial Position 

 
 

 
The accompanying notes form part of these financial statements  



Compass Resources Limited  
ABN 51 010 536 820 
 
 
 
 Consolidated Statement of Cash Flows 
For the half-year ended 30 June 2013 

6 
 

Consolidated Statement of Cash Flows 

 
 

The accompanying notes form part of these financial statements 
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Statement of Changes in Equity 

 

 
 

The accompanying notes form part of these financial statements. 
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Notes to the Consolidated Financial Statements 

1. Reporting entity 
 

The Company is domiciled in Australia. The address of the Company’s registered office is Suite 2, Level 15, 3 Spring Street, Sydney, NSW, 
2000, Australia. 
 
This financial report includes the consolidated financial statements and notes of the Company and its 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 23 September 2013. 

 
2. Basis of preparation 

 
(a) Statement of compliance  

These general purpose interim financial statements have been prepared in accordance with the requirements of the Corporations Act 
2001 and AASB 134 Interim Financial Reporting. They do not include all of the information required in annual financial statements in 
accordance with Australian Accounting Standards, and should be read in conjunction with the consolidated financial statements of the 
Group for the year ended 31 December 2012 and any public announcements made by the Group during the half-year. 
 
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 Group has reported a loss for the period of $6.1 million (June 2012: loss of $4.0 million) and a cash outflow from 
operating activities of $1.2 million (June 2012: a cash outflow of $2.1 million). The current liabilities exceed current assets by $66.6 
million (December 2012: $60.5 million). 
 
With continued funding support by the lenders, the Directors consider that the Consolidated Group will be able to continue its 
operations as a going concern. However, the above conditions indicate the existence of a material uncertainty which may cast 
significant doubt about the Consolidated Group’s ability to continue as a going concern and therefore the Consolidated Group 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.  

  
(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 majority 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. 

   
(a) Basis of consolidation 

 
(i) Subsidiary 
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. 

 
 
(ii) Transactions eliminated on consolidation  
Intragroup balances and any unrealised income and expenses arising from intragroup transactions, are eliminated in preparing the 
consolidated financial statements. 
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(b) Change in accounting policy  

 
The Group had to change accounting policies as the result of new and amended accounting standards which became effective for the 
first time on 1 January 2013. Certain new standards and interpretations have been issued but are not expected to have a material 
impact on the Group's financial statements. AASB 13 Fair Value Measurement (AASB 13) does not affect which items are required to 
be fair-valued, but clarifies the definition of fair value and provides related guidance and enhanced disclosures about fair value 
measurements. It is applicable for annual periods beginning on or after 1 January 2013. This will impact the Company and require the 
Company to make extra disclosures. 
 

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 half year ended 30 June 2013. 
 
 

5. Significant events and transactions  
 

On 21 January 2013, the Company entered into an agreement with HAR and HNC, whereby the Company’s repayment obligations from 
mid-November 2012 under the Secured Bond Deed between the parties were deferred until 1 April 2013. On 10 May 2013, the Company 
signed a “Patience Letter” with HNC and HAR in relation to further delaying the debt repayment, with HNC and HAR reserving all their rights 
under the Secured Bond Deed. The Company incurs additional interest on overdue amounts, pending final resolution of its debt obligations 
to HAR and HNC. Negotiations with YA and third parties in relation to the Company’s overall debt position are continuing. YA has given 
assurance to the Company that YA will not exercise their rights under its facilities, to require early repayment of its debt. Similarly, the 
former voluntary administrators of the Company have indicated that they will not seek to exercise their rights as Bondholder under the 
Unsecured Bond Deed. 
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6. Income 

 
 

7. Finance income and expenses

 
 

8. JV operating expenditure 
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9. Cash and cash equivalents 

 
Restricted cash represents the environmental bond held by the bank which is under administration of the NT state government. 

 
10. Receivables 

 
The receivables have been reviewed for indicators of impairment and they are collectable within 6 months. 

 
 
11. Property, plant and equipment 

 

 
* In June 2011, GraysAsset provided a fair market calculation on the Browns Oxide Project. Under the terms of the Browns Oxide 
Project Joint Venture, ownership of the Plant is shared between the JV parties in proportion to their respective cash contributions. In 
early 2013, this proportion has been recalculated according to the management’s best estimate and this has resulted in the Company 
and HNC respectively owning 61% and 39% of the Plant. Currently the Plant is under care and maintenance and no depreciation is 
calculated. 
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12. Exploration and evaluation expenditure 
 

 
13. Trade and other payables 

 
14. Loans and borrowings 

 
*The loan from HNC is secured by a bond over the Company’s Browns Project JV interests and bears interest at 10% per annum. The 
principal amount is repayable in 30, equal monthly, instalments and the cumulative interest upon maturity at the end of the 30 month 
period.  
 
†The loan from HAR is secured by a bond over the Company’s Browns Project JV interests and bears interest at 10% per annum. The 
principal amount is repayable in 30, equal monthly, instalments and the cumulative interest upon maturity at the end of the 30 month 
period.  
 
The loan from HNC and the loan from HAR also include a standstill fee of $578,350 for the instalments due and payable on 1 April 2013 
and a fee of $84,239 for the instalments due and payable for the period between 1 April 2013 and 30 June 2013. Interest at the rate of 
10% per annum continues to accrue on the amounts owing by the Company to HNC and HAR. 
 
^The loan from YA is secured by a fixed and floating charge over all the assets of the Company. This charge ranks third in relation to the 
Company’s JV interests (after HNC and HAR) and first in relation to all other assets. The loan bears interest at 10% per annum and is 
repayable upon the first to occur of: 
 

- Three years from the termination date of the Further Revised Deed of Company Arrangement (15 November 2011); and 
- 6 months after the Oxide JV becomes cash flow positive for a period of not less than 3 consecutive months or substantial 

progress is made with respect to the Sulphide JV. 
 
#The bond was issued to the Trustee of the CMR Creditors Trust, for the benefit of the creditors of the Company. The bond is 
unsecured. The current interest rate is 10% per annum with a term of 3 years.  
 
In view of the matters referred to in “Corporate” in the Directors’ Report, the Directors have determined that it is appropriate that all of 
the Loans and Borrowings Liabilities should be categorised as Current Liabilities. 
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15. Earnings per share 
The calculation of basic and diluted earnings per share at 30 June 2013 was based on the loss attributable to ordinary shareholders 
of $6.1 million (30 June 2012: loss of $4.0 million). 

 
Profit/(loss) attributable to ordinary shareholders 

 

 

16. Segment reporting 
After the Deed of Company Administration finalised on 15 November 2011, the Group’s Internal Reporting for the half year ended 30 
June 2013 has still been continued on a receipts and payment basis. The Group has only one material segment being mineral 
exploration in Australia. 
 

 
17. Subsequent events 

 
Events subsequent to Balance Date 
There are no significant events after the reporting date.
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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 (the ‘Company’), which comprises the consolidated financial statements being the 

statement of financial position as at 30 June 2013, and the statement of profit and loss and 

other comprehensive income, statement of changes in equity and statement of cash flows 

for the half-year ended on that date, notes comprising a statement or 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 2013 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 
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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 Conclusion  

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

The Company’s operations include interests in the Browns Project Joint Ventures, which 
comprises the Sulphide, Oxide and Regional Exploration Joint Ventures. 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 (the “Plant”) is shared between the Joint Venture 
parties. Initial discussions between each of 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 review report, the Joint Venture parties are yet to enter into a formal 

agreement as to the specific proportion of Plant ownership applicable to each of them. 

Should the final agreement not be based on the proportions of cash contributions made, but 

some other basis, then the carrying value of the Plant may either decrease or increase to 

represent the new proportion of ownership.  We therefore do not have sufficient review 

evidence to determine whether the $43,373,000 carrying value of the Plant is fairly stated. 

Qualified Conclusion 

Based on our review, which is not an audit, with the exception of the matter described in 

the preceding paragraph, 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 

2013 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 going concern 

Without qualification to the conclusion expressed above, we draw attention to Note 2(b) in 

the financial report, the consolidated entity incurred a net loss of $6,091,000 for the period 

ended 30 June 2013 and cash outflow from operating activities of $1,213,000, and as of that 

date, the consolidated entity’s current liabilities exceed current assets by $66,555,000. 

Therefore the ability of the consolidated entity to pay its debts as and when they fall due is 

dependent upon the continued support of its majority shareholder and lender and upon its 
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successful re-capitalisation.  Because of these matters, there exists a material uncertainty 

which may cast significant doubt about the Group’s ability to realise its assets and extinguish 

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

 
 
 
 

GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 
 
 

 

 

C A Becker 

Partner – Audit & Assurance 

 

Perth, 23 September 2013 

 

 
 




