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DIRECTORS’ REPORT 

The Directors of Hannans Ltd (Hannans, Group or Company) submit the financial report for the half-year ended 31 December 2018. In order to comply with 
the provisions of the Corporations Act 2001, the Directors report as follows: 
 
The names of the Directors of the Company who have held office during and since the end of the half-year are: 
 
Non-Executive Chairman 
Mr Jonathan Murray 
 
Executive Director 
Mr Damian Hicks 

Non-Executive Directors 
Mr Markus Bachmann 
Mr Clay Gordon 
Ms Amanda Scott 
 

 
The Directors held their position throughout the entire half-year period and up to the date of this report unless stated otherwise. 
 
Principal activities 
The principal activity of the Group during the half-year period was exploration and evaluation of mineral interests. 
 
Results 
The consolidated net loss of the Group for the half-year period after income tax expense was $1,490,131 (31 Dec 2017: loss $914,053). 
 
Review of operations 
 

Lithium 
The Mt Holland Lithium Project is located adjacent to Earl Grey, one of the most significant hard rock lithium deposits in the world jointly owned by 
New York Stock Exchange listed SQM and ASX listed Kidman Resources Ltd. Earl Grey will underpin a world-class long-life integrated lithium 
project.  Hannans’ exploration goal at Mt Holland is to discover a lithium deposit comparable to Earl Grey.  
 
Hannans’ lithium exploration model is based on: 

 targets located within a 10 km radius of late stage fertile granitoids; 

 reliance on the best geological interpretation of aeromagnetic data for defining granitoids, greenstones and structures; and 

 interpretations of data from weathered samples recognizing the high mobility of lithium in the weathered zone. 
 
Hannans notes that:  

 the potential of the greater Mt Holland area to host globally significant hard rock lithium deposits is confirmed simply by the presence 
of the Earl Grey and Bounty lithium deposits ; 

 there are large areas of prospective tenure within the Hannans’ project that remain unexplored ; 

 elevated lithium and lithium pathfinder elements (caesium, bismuth, beryllium, tantalum and tungsten) identified at Mt Holland East 
require validation;  

 despite intersecting pegmatites in aircore and reverse circulation drilling at Mt Holland West, to date there has been no indication in 
the analyses of fertile pegmatites ; 

 the exploration model for locating pegmatites ‘under cover’ as opposed to ‘outcropping at surface’ is evolving; 

 the top 50m from surface is generally very weathered, and covered by windblown sands and vegetation making it difficult to visually 
identify pegmatites at surface; and 

 reconnaissance exploration drilling has so far been confined to pre-existing cleared lines to reduce exploration costs and disturbance 
to the vegetation.  

 
Future Exploration 
Reconnaissance field work will take place on tenement E77/2460 located 18km due south of Earl Grey. This tenement is considered within the  
3-5km target zone from the edge of a potential source granite (located 3kms to the east). The field work will confirm the geology and check the 
potential for any pegmatites at surface. Geochemical and geological follow up will proceed if justified using air-core drilling on widely spaced lines.  
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Nickel 
Hannans’ Forrestania Nickel Project (“FNP”), is located approximately 120km south of Southern Cross and 80kms east of Hyden, in the Goldfields 
region of Western Australia. Independent consulting firm Newexco Exploration Pty Ltd (“Newexco”) recently completed its detailed review of the 
project. The FNP is located adjacent to, and north of the word class Flying Fox nickel sulphide mine. The Newexco team that undertook the review 
included geoscientists that have played major roles in the discovery of nickel deposits at Forrestania including Flying Fox and Spotted Quoll. This is 
the first review completed by Newexco of Hannans’ exploration databases. The review identified numerous targets and made several 
recommendations that might lead to discovery of the next nickel sulphide deposit at Forrestania. Hannans will review the Newexco report and 
consider its strategic and operational implications. Hannans previously advised shareholders it will seek a joint venture partner to share the risks 
and rewards of exploration for an economic nickel sulphide deposit at Forrestania. The Company will now recommence the joint venture process 
and consider alternative proposals from third parties seeking access to this highly prospective nickel sulphide project. Ground disturbing 
applications will be lodged with the government seeking approval to commence the next phase of drilling and geophysical surveying, whether that 
be funded by a strategic partner or Hannans. 

Gold  
Hannans joint venture partner on the Forrestania Gold Project (FGP) is ASX listed exploration company Classic Minerals Ltd (ASX:CLZ). The FGP 
is located approximately 120km south of Southern Cross in the Goldfields region of Western Australia. Hannans owns a 20% interest in the FGP 
meaning the Company is not required to fund any activities until a decision to mine has been made. Hannans shareholders therefore remain 
exposed to the upside on the FGP without the requirement to fund exploration. Classic has completed many reverse circulation drill programs and 
released numerous results on the ASX platform. 

Corporate 
Hannans held its Annual General Meeting and all resolutions were passed on a show of hands. The majority of proxy votes cast were in favour of 
resolutions. The Annual Report 2018 was lodged with the ASIC and ASX in accordance with required timeframes. The total shares on issue is now 
1,987,954,539. 

Subsequent events 
No matters or circumstances have arisen since 31 December 2018 that may significantly affect, the operations of the consolidated entity, the results of those 
operations, or the state of affairs of the consolidated entity in future financial years. 

Auditor’s independence declaration 
The auditor’s independence declaration is included on page 5 and forms part of the Directors’ report for the six months ended 31 December 2018. 

Signed in accordance with a resolution of directors. 

On behalf of the Directors 

Damian Hicks 
Executive Director 
8 March 2019 
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DIRECTORS’ DECLARATION 

The Directors declare that in the Directors’ opinion: 

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

(b) the attached financial statements and notes thereto are in accordance with the Corporations Act 2001, including compliance with Australian
Accounting Standard AASB 134 and the Corporations Regulations 2001 as disclosed in note 2 and giving a true and fair view of the financial position
and performance of the consolidated entity for the half-year ended 31 December 2018. 

Signed in accordance with a resolution of the Directors made pursuant to s.303(5) of the Corporations Act 2001. 

On behalf of the Directors 

Damian Hicks 
Executive Director 
Perth, Western Australia this 8th of March 2019
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
for the half-year ended 31 December 2018 

 

Note  

Half-year ended 
31 Dec 2018 

$ 

Half-year ended 
31 Dec 2017 

$ 

Continuing operations     

Other income   47,330 25,513 

     

Employee and contractors expenses   (324,267) (508,201) 

Depreciation expense   (1,433) (714) 

Consultants expenses    (93,215) (106,598) 

Occupancy expenses   (1,500) (2,500) 

Marketing expenses   (4,164) (8,121) 

Exploration and evaluation expenses   (630,928) (211,535) 

Write off exploration and evaluation expenses 5  (404,000) – 

Other expenses    (77,954) (101,897) 

Loss from continuing operations before income tax benefit   (1,490,131) (914,053) 

Income tax benefit   – – 

Loss attributable to members of the parent entity    (1,490,131) (914,053) 

Other comprehensive income for the period     

Items that may be reclassified subsequently to profit or loss     

Net fair value gains on available for sale assets   – 556 

Total items that may be reclassified subsequently to profit or loss   – 556 

Total comprehensive loss for the period   (1,490,131) (913,497) 

     

Net loss attributable to the parent entity   (1,490,131) (914,053) 

Total comprehensive loss attributable to the parent entity   (1,490,131) (913,497) 

     

Loss per share:     

Basic (cents per share)   (0.08) (0.05) 

Diluted (cents per share)   (0.08) (0.05) 
 
The accompanying notes form part of the financial statements. 
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
as at 31 December 2018 

 

Note  
31 Dec 2018 

$ 
30 Jun 2018 

$ 

Current assets     

Cash and cash equivalents   3,146,047 4,082,079 

Trade and other receivables 3  144,991 41,965 

Other financial assets at fair value through profit and loss 4  4,308 – 

Other financial assets 4  – 6,950 

Total current assets   3,295,346 4,130,994 

     

Non–current assets     

Other receivables   56,000 56,000 

Property, plant and equipment   29,847 1,056 

Other financial assets at fair value through profit and loss 4  87,979 79,672 

Capitalised mineral exploration and evaluation expenditure 5  2,256,000 2,660,000 

Total non–current assets   2,429,826 2,796,728 

TOTAL ASSETS   5,725,172 6,927,722 

     

Current liabilities     

Trade and other payables 6  220,081 124,690 

Other financial liabilities 7  – 14,725 

Total current liabilities   220,081 139,415 

     

Non–current liabilities     

Non–current liabilities   – – 

TOTAL LIABILITIES   220,081 139,415 

NET ASSETS   5,505,091 6,788,307 

     

Equity     

Issued capital 8  40,873,375 40,840,777 

Reserves 9  981,836 838,321 

Accumulated losses 10  (36,350,120) (34,890,791) 

TOTAL EQUITY   5,505,091 6,788,307 
 
The accompanying notes form part of the financial statements. F

or
 p

er
so

na
l u

se
 o

nl
y



 

H A N N A N S  L T D  Financial report for the half-year ended 31 December 2018 |  10 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
for the half-year ended 31 December 2018 

  Attributable to equity holders 

For the half-year ended 31 December 2018  
Issued Capital 

$ 

Option 
Reserves 

$ 

Accumulated 
Losses 

$ 

Total 
Equity 

$ 

      

Balance as at 1 July 2018  40,840,777 838,321 (34,890,791) 6,788,307 

      

Total comprehensive income      

Loss for the period  – – (1,490,131) (1,490,131) 

Other comprehensive income/(loss) for the period  – – – – 

Total comprehensive loss for the period  – – (1,490,131) (1,490,131) 

      

Transactions with owners recorded direct to equity      

Share based payments  – 174,317 – 174,317 

Exercise/lapse of options  38,250 (30,802) 30,802 38,250 

Share issue expense  (5,652) – – (5,652) 

Total transactions with owners  32,598 143,515 30,802 206,915 

Balance as at 31 December 2018  40,873,375 981,836 (36,350,120) 5,505,091 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
for the half-year ended 31 December 2017 

  Attributable to equity holders 

For the half-year ended 31 December 2017  
Issued capital 

$ 

Option 
Reserves 

$ 

Revaluation 
Reserves 

$ 

Accumulated 
Losses 

$ 

Total 
Equity 

$ 

       

Balance as at 1 July 2017  37,296,618 297,378 – (33,550,237) 4,043,759 

       

Total comprehensive income       

Loss for the period  – – – (914,053) (914,053) 

Other comprehensive income for the period  – – 556 – 556 

Total comprehensive income/(loss) for the period  – – 556 (914,053) (913,497) 

       

Transactions with owners recorded direct to equity       

Issue of shares  3,688,303 – – – 3,688,303 

Share based payments  – 358,251 – – 358,251 

Exercise/lapse of options  – (38,717) – 38,717 – 

Share issue expense  (158,773) – – – (158,773) 

Total transactions with owners  3,529,530 319,534 – 38,717 3,887,781 

Balance as at 31 December 2017  40,826,148 616,912 556 (34,425,573) 7,018,043 

       
 
The accompanying notes form part of the financial statements. F
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CONSOLIDATED STATEMENT OF CASH FLOW 
for the half-year ended 31 December 2018 

 

  

Half-year ended 
31 Dec 2018 

$ 

Half-year ended 
31 Dec 2017 

$ 

Cash flows from operating activities     

Payments for exploration and evaluation   (540,252) (263,311) 

Payments to suppliers and employees   (422,809) (491,450) 

Interest received   24,656 10,112 

Net cash used in operating activities   (938,405) (744,649) 

     

Cash flows from investing activities     

Payment for purchase of investment securities   – (10,000) 

Proceed on sale of tenements   – 200,000 

Payment on sale of tenements to minority interest holder   – (60,000) 

Payment for property, plant and equipment   (30,225) – 

Net cash (used)/received by investing activities   (30,225) 130,000 

     

Cash flows from financing activities     

Proceeds from issues of equity securities   – 3,621,637 

Proceeds from exercise of options   38,250 66,667 

Payment for share issue costs   (5,652) (89,658) 

Net cash received in financing activities   32,598 3,598,646 

     

Net (decrease)/increase in cash and cash equivalents   (936,032) 2,983,997 

     

Cash and cash equivalents at the beginning of the financial period   4,082,079 1,481,828 

Cash and cash equivalents at the end of the financial period   3,146,047 4,465,825 
 
The accompanying notes form part of the financial statements. 
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1. Reporting Entity 

Hannans Ltd (Hannans or the Company) is a company limited by shares, incorporated and domiciled in Australia, and whose shares are publicly 
traded on the Australian Securities Exchange. The consolidated half-year financial report of the Group as at and for the six months ended  
31 December 2018 comprises the Company and its subsidiaries (together referred to as the Group). 
 
The consolidated financial statements are presented in Australian Dollars, which is the Group’s functional and presentation currency. 
 
The financial report of Hannans for the half-year ended 31 December 2018 was authorised for issue by the Directors on 7 March 2019. 
 
The nature of the operations and principal activities of the consolidated entity are described in the Directors’ Report. 
 
The consolidated annual financial report of the Group as at and for the year ended 30 June 2018 is available upon request from the Company’s 
registered office or at www.hannansreward.com. 
 

2. Basis of preparation and changes to the accounting policies 

(a) Basis of preparation 

This general purpose condensed financial report for the half-year ended 31 December 2018 has been prepared in accordance with AASB 134 
Interim Financial Reporting and the Corporations Act 2001. 
 
The half-year financial report does not include all notes of the type normally included within the annual financial report and therefore cannot be 
expected to provide as full an understanding of the financial performance, financial position and financing and investing activities of the 
consolidated entity as the full financial report. It is recommended that the half-year financial report be read in conjunction with the annual 
financial report for the year ended 30 June 2018 and considered together with any public announcements made by the Company during the 
half-year ended 31 December 2018 in accordance with the continuous disclosure obligations of the ASX Listing Rules. 
 
The half-year financial report has been prepared on a historical cost basis except for financial assets which are measured at fair value through 
profit and loss. 
 
Apart from the changes in accounting policy in note 2(b), the accounting policies and methods of computation are the same as those adopted 
in the most recent annual financial report. 
 

(b) Changes in accounting policies 

New standards, interpretations and amendments adopted by the Group 
 
The accounting policies adopted in the preparation of the interim consolidated financial statements are consistent with those followed in the 
preparation of the Group’s annual consolidated financial statements for the year ended 30 June 2018. 
 
All other new standards and interpretations effective from 1 July 2018 were adopted with the main impact being disclosure changes. The 
adoption of the new or amended standards and interpretations, other than AASB 9 and AASB 15, did not result in any significant changes to 
the Group’s accounting policies. The Group has not early adopted any other standard, interpretation or amendment that has been issued but 
is not yet effective. 
 
AASB 9: Financial Instruments 
AASB 9 Financial Instrument was adopted on 1 July 2018 and is a new standard which replaces AASB 139 Financial Instruments: Recognition 
and Measurement and includes a new model for classification and measurement, a single, forward-looking ‘expected loss’ impairment model 
and a substantially-reformed approach to hedge accounting. In accordance with the transitional provisions in AASB 9, comparative figures 
have not been restated. The accounting policies have been updated to reflect the application of AASB 9 for the period from 1 July 2018. 
 
Classification and measurement 
Under AASB 9, debt instruments are subsequently measured at fair value through profit or loss (FVPL), amortised cost, or fair value through 
other comprehensive income (FVOCI). The classification is based on two criteria: the Group’s business model for managing the assets; and 
whether the instruments’ contractual cash flows represent ‘solely payments of principal and interest’ (SPPI) on the principal amount 
outstanding (the SPPI criterion). The SPPI test is applied to the entire financial asset, even if it contains an embedded derivative. 
Consequently, a derivative embedded in a debt instrument is not accounted for separately. 
 
At the date of initial application, existing financial assets and liabilities of the Group were assessed in terms of the requirements of AASB 9. 
The assessment was conducted on instruments that had not been derecognised as at 1 January 2018. In this regard, the Group has 
determined that the adoption of AASB 9 has impacted the classification of financial instruments at 1 January 2018 as follows: 
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2. Basis of preparation and changes to the accounting policies (cont’d) 

(b) Changes in accounting policies (cont’d) 

At the date of initial application, existing financial assets and liabilities of the Group were assessed in terms of the requirements of AASB 9. 
The assessment was conducted on instruments that had not been derecognised as at 1 July 2018. In this regard, the Group has determined 
that the adoption of AASB 9 has impacted the classification of financial instruments at 1 July 2018 as follows: 

Class of financial instrument presented 
in the statement of financial position 

Original measurement category  
under AASB139 (i.e. prior to 1 July 2018) 

New measurement category  
under AASB 9 (i.e. from 1 July 2018) 

Cash and cash equivalents Loans and receivables Financial assets at amortised cost 

Trade and other receivables Loans and receivables Financial assets at amortised cost 

Equity instruments Available-for-sale financial assets Financial assets at FVPL 

Loans receivable to  
a director related entity 

Loans and receivables at amortised cost Financial asset at FVPL 

Trade and other payables Financial liability at amortised cost Financial liability at amortised cost 
 
The change in classification has not resulted in any material re-measurement adjustments at 1 July 2018. 
 
Impairment of financial assets 
In relation to the financial assets carried at amortised cost, AASB 9 requires an expected credit loss model to be applied as opposed to an 
incurred credit loss model under AASB 139. The expected credit loss model requires the Group to account for expected credit losses and 
changes in those expected credit losses at each reporting date to reflect changes in credit risk since initial recognition of the financial asset. In 
particular, AASB 9 requires the Group to measure the loss allowance at an amount equal to lifetime expected credit loss (ECL) if the credit risk 
on the instrument has increased significantly since initial recognition. If the credit risk on the financial instrument has not increased significantly 
since initial recognition, the Group is required to measure the loss allowance for that financial instrument at an amount equal to the ECL within 
the next 12 months. 
 
As at 1 July 2018, the Group reviewed and assessed the existing financial assets for impairment using reasonable and supportable 
information. In accordance with AASB 9, where the Group concluded that it would require undue cost and effort to determine the credit risk of 
a financial asset on initial recognition, the Group recognises lifetime ECL. The result of the assessment is as follows: 
 

Items existed at 1 July 2018  
that are subject to the  
impairment provision of AASB 9 Credit risk attributes 

Cumulative additional loss 
allowance recognised  
at 1 July 2018 

Cash and cash equivalents All bank balances are assessed to have low credit risk at each 
reporting date as they are held with reputable institutions. 

Nil. 

Trade and other receivables The Group applied the simplified approach and concluded that the 
lifetime ECL for these assets would be negligible and therefore no 
loss allowance was required at 1 July 2018. 

Nil. 

 
Hedge accounting 
The Group does not applied hedge accounting. 
 
Trade and other receivables (new policy applied from 1 July 2018 due to adoption of AASB 9) 
Trade receivables are initially recognised at their transaction price and other receivables at fair value. Receivables that are held to collect 
contractual cash flows and are expected to give rise to cash flows representing solely payments of principal and interest are classified and 
subsequently measured at amortised cost. Receivables that do not meet the criteria for amortised cost are measured at fair value through 
profit or loss. 
 
The group assesses on a forward-looking basis the expected credit losses associated with its debt instruments carried at amortised cost. The 
amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since initial recognition of the respective 
financial instrument. The Group always recognises the lifetime expected credit loss for trade receivables carried at amortised cost. The 
expected credit losses on these financial assets are estimated based on the Group’s historic credit loss experience, adjusted for factors that 
are specific to the debtors, general economic conditions and an assessment of both the current as well as forecast conditions at the reporting 
date. 
 
For all other receivables measured at amortised cost, the Group recognises lifetime expected credit losses when there has been a significant 
increase in credit risk since initial recognition. If the credit risk on the financial instrument has not increased significantly since initial 
recognition, the Group measures the loss allowance for that financial instrument at an amount equal to expected credit losses within the next 
12 months. 
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2. Basis of preparation and changes to the accounting policies (cont’d) 

(b) Changes in accounting policies (cont’d) 

The Group considers an event of default has occurred when a financial asset is more than 90 days past due or external sources indicate that 
the debtor is unlikely to pay its creditors, including the Group. A financial asset is credit impaired when there is evidence that the counterparty 
is in significant financial difficulty or a breach of contract, such as a default or past due event has occurred. The Group writes off a financial 
asset when there is information indicating the counterparty is in severe financial difficulty and there is no realistic prospect of recovery. 
 
Equity instruments (new policy applied from 1 July 2018 due to adoption of AASB 9) 
Shares and options held by the Group are classified as equity instruments and are stated at fair value through profit and loss. Gains and 
losses arising from changes in fair value are recognised directly to profit or loss for the period. 
 
Loans receivables (new policy applied from 1 July 2018 due to adoption of AASB 9) 
Loans receivables are classified, at initial recognition, and subsequently measured at amortised cost, fair value through other comprehensive 
income, or fair value through profit or loss. Loan receivables that are held to collect contractual cash flows and are expected to give rise to 
cash flows representing solely payments of principal and interest are classified and subsequently measured at amortised cost. Loan 
receivables that do not meet the criteria for amortised cost are measured at fair value through profit or loss. 
 
AASB 15: Revenue from Contracts with Customers 
AASB 15 Revenue from Contracts with Customers was adopted on 1 July 2018 and is a new standard which replaces the existing revenue 
recognition standards AASB 111 Construction Contracts, AASB 118 Revenue and related Interpretations. 
 
AASB 15 specifies the accounting treatment for revenue arising from contracts with customers (except for contracts within the scope of other 
accounting standards such as leases or financial instruments). Under AASB 15, revenue is recognised as or when an amount that reflects the 
consideration to which the entity expects to be entitled in exchange for transferring those goods or services. The standard requires entities to 
exercise judgement, taking into consideration all of the relevant facts and circumstances when applying each step of the model to contracts 
with their customers. The standard also specifies the accounting for the incremental costs of obtaining a contract and the costs directly related 
to fulfilling a contract. 
 
Based on the Group’s current principal activities being that of exploration and evaluation and that it does not have any direct contracts with 
customers and accordingly has no revenue impacted by the Standard. 
 
Revenue (new policy applied from 1 July 2018 due to adoption of AASB 15) 
Revenue is recognised when or as the Group transfers control of goods or services to a customer at the amount to which the Group expects to 
be entitled. If the Group estimates the amount of consideration promised includes a variable amount, the Group estimates the amount of 
consideration to which it will be entitled. 
 
AASB 16: Leases 
AASB 16 Leases provides a new lessee accounting model which will result in almost all leases being recognised on the balance sheet, as the 
distinction between operating and finance leases is removed. 
 
Under the new standard, an asset (the right to use the leased item) and a financial liability to pay rentals are recognised. A lessee measures 
right-of-use assets similarly to other non-financial assets and lease liabilities similarly to other financial liabilities. Assets and liabilities arising 
from a lease are initially measured based on the present value of lease payments. 
 
The only exceptions are short-term and low-value leases. The accounting for lessors will not significantly change. 
 
AASB 16 is effective for the Group for annual periods beginning on or after 1 July 2019. A lessee can choose to apply the standard using 
either a full retrospective or a modified retrospective approach. The standard’s transition provisions permit certain reliefs. 
 
In 2019, the Group will continue to assess the potential effect of AASB 16 on its consolidated financial statements. 
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31 Dec 2018 

$ 
30 Jun 2018 

$ 
3. Current trade and other receivables   

 Trade receivables (i) 1,087 3,343 

 Net goods and services tax (GST) receivable 53,853 17,148 

 Other receivable 90,051 21,474 

  144,991 41,965 

 (i) The average credit period on purchases of goods and services is 30 days. No interest is 
charged on the trade payables for the first 30 to 60 days from the date of invoice. 
Thereafter, interest is charged at various penalty rates. The consolidated entity has 
financial risk management policies in place to ensure that all receivables are paid within 
the credit timeframe. 

  

    
4. Other financial assets at fair value through profit and loss   

 Current   

 Equity instruments   

 Quoted equity shares (i) 4,307 6,949 

 Unquoted equity shares (ii) 1 1 

  4,308 6,950 

 Non-current   

 Loan   

 Loan to a director related entity (iii) 87,979 79,672 

  87,979 79,672 

 (i) Investments in listed entities include the following: 
(a) 277,778 ordinary fully paid shares in Metalicity Limited and 
 138,889 unlisted options exercisable at $0.08 on or before 18 August 2020; an 
(b) 20,000 ordinary fully paid shares in Ultracharge Limited . 

  

 (ii) Hannans holds 1 share at $1 in Equity & Royalty Investments Ltd (ERI). ERI has 100 
million ordinary shares on issue. The principal activity of the Company is the investment in 
equity and royalties in other companies with the objective of realising gains through equity 
and generating an income stream through the royalties. 

 

  

 (iii) Errawarra Resources Ltd (Errawarra), of which Mr Damian Hicks, Mr Jonathan Murray, 
and Mr Markus Bachmann are the Directors, was provided with a loan facility of $50,000 at 
an interest rate of 20% per annum. The loan is secured against Errawarra's rights, title and 
interest in the agreement executed between Errawarra, Reid Systems Inc and Reid 
Systems (Australia) Pty Ltd. Errawarra has fully drawndown on the loan facility. Interest 
accrued to 31 December 2018 amounts to $8,307 (31 Dec 2017: $6,812). The loan is 
repayable by Errawarra on 1 July 2019. Refer to note 13 for further information. 

The fair value of the Errawarra loan is measured using a discount cash flow model with 
inputs that reflect the timing and credit risk of the cash flows (level 3 financial asset) refer 
to note 15. 
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31 Dec 2018 

$ 
30 Jun 2018 

$ 
5. Capitalised mineral exploration and evaluation expenditure   

 Balance at beginning of financial period 2,660,000 2,688,000 

 LESS: Write off costs (404,000) (28,000) 

 Balance at end of financial period 2,256,000 2,660,000 

 The recoverability of the carrying amount of the exploration and evaluation assets is 
dependent on the continuance of the consolidated entities right to tenure of the interest, the 
results of future exploration and the successful development and commercial exploration, or 
alternatively, sale of the respective area of interest. For those areas of interest de-recognised 
during the half year, exploration results indicates the subsequent successful development and 
commercial exploration may be unlikely and the decision was made to discontinue activities in 
these areas, resulting in full de recognition of the capitalised exploration and evaluation in 
relation to the related areas of interest. 

  

    
6. Current trade and other payables   

 Trade payables (i) 136,703 22,866 

 Accruals 83,378 97,700 

 Other payable – 4,124 

  220,081 124,690 

 (i) The average credit period on purchases of goods and services is 30 days. No interest 
is charged on the trade payables for the first 30 to 60 days from the date of invoice. 
Thereafter, interest is charged at various penalty rates. The consolidated entity has 
financial risk management policies in place to ensure that all payables are paid within 
the credit timeframe. 

  

    

  31 Dec 2018 30 Jun 2018 

  No. $ No. $ 

 Fully paid ordinary shares     

 Balance at beginning of financial period 1,980,304,538 40,840,777 1,682,640,560 37,296,618 

 Exercise of options to shares - 20 November 2017 – – 8,333,334 66,667 

 Share Purchase Plan - 11 December 2017 – – 127,480,231 1,619,000 

 Placement of shares - 11 December 2017 – – 157,687,913 2,002,635 

 Exercise of options to shares – 3 June 2018 – – 4,162,500 16,650 

 Exercise of options to shares - 20 November 2018 7,650,001 38,250 – – 

 Share issue costs – (5,652) – (160,793) 

 Balance at end of financial period 1,987,954,539 40,873,375 1,980,304,538 40,840,777 

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

  
  

7. Other financial liabilities   

 Current   

 Payroll related liabilities – 14,725 

  – 14,725 

    
8. Issued capital   

 1,987,954,539 fully paid ordinary shares (2018: 1,980,304,538) 40,873,375 40,840,777 

  40,873,375 40,840,777 
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31 Dec 2018 

$ 
30 Jun 2018 

$ 
9. Reserves   

 Balance at the beginning of the financial period 838,321 297,378 

 Share based payment expense 174,317 579,660 

 Exercise/lapse of options (30,802) 38,717 

 Balance at the end of the period 981,836 838,321 

    

 The balance of reserves is made up as follows:   

 Option reserve 981,836 838,321 

  981,836 838,321 

    

 Share options 

 As at 31 December 2018, options over 117,172,512 (Jun 2018: 125,022,513) ordinary shares in aggregate are as follow: 

 Issuing entity 
No of shares 
under option Class of shares 

Exercise price  
of option 

Expiry date  
of option 

 Hannans Ltd 12,016,664 Ordinary 2.9 cents each 20 Nov 2019 

 Hannans Ltd 21,155,848 Ordinary 2.7 cents each 15 Sep 2020 

 Hannans Ltd 28,000,000 Ordinary 2.6 cents each 27 Oct 2020 

 Hannans Ltd 28,000,000 Ordinary 1.8 cents each 27 Oct 2021 

 Hannans Ltd 28,000,000 Ordinary (i) 27 Oct 2022 

 

(i) Exercise price will be calculated from the volume weighted average share price for the five (5) trading days before and five (5) trading days 
after the Vesting Date for each Tranche PLUS a premium of 50%. The Monte-Carlo simulation model was used for Tranche 3. 

Share options are all unlisted, carry no rights to dividends and no voting rights. A total of 7,650,001 were exercised during the period. A total of 
200,000 lapsed during the period. 

    
  

31 Dec 2018 
$ 

30 Jun 2018 
$ 

10. Accumulated losses   

 Balance at the beginning of the financial period (34,890,791) (33,550,237) 

 Profit/(Loss) attributable to members of the parent entity (1,490,131) (1,379,271) 

 Items of other comprehensive income recognised directly in retained earnings   

 Options exercised 30,802 38,717 

 Balance at the end of the financial period (36,350,120) (34,890,791) 

    
11. Contingencies and commitments 

 In early 2013, the Office of State Revenue (‘OSR’) informed the Company that it has raised a Duties Investigation regarding the restructure involving 
the Mineral Rights Deed between the Company and Errawarra Resources Ltd. OSR has requested preliminary supporting information to assess the 
duty on the transaction. The Company does not consider it probable a stamp duty liability will arise. 

  

12. Segment reporting 

 Operating segments are identified and segment information disclosed on the basis of internal reports that are regularly provided to, or reviewed by, the 
Group’s Chief Operating Decision Maker which, for the Group, is the Board of Directors. In this regard, such information is provided using similar 
measures to those used in preparing the statement of comprehensive income and statement of financial position. The Group operates in the mineral 
exploration industry in Australia. The financial results from this segment are equivalent to the financial statements of the Group as a whole. 
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13. Related party disclosures 

 (a) Loans to key management personnel (KMP) and their related parties 

 Details regarding the aggregate of loans made, guaranteed or secured by an entity in the Group to KMP and their related parties, and the 
number of individuals in each group, are as follows: 

  Opening 
balance 

$ 

Closing 
balance 

$ 

Interest 
charged 

$ 
Number in 

group 

 31 Dec 2018     

 Total for KMP  – – – – 

 Total for other related parties (i) 79,672 87,979 8,307 1 

 Total for KMP and their related parties 79,672 87,979 8,307 1 

 30 Jun 2018     

 Total for KMP  – – – – 

 Total for other related parties (i) 65,338 79,672 14,334 1 

 Total for KMP and their related parties 65,338 79,672 14,334 1 

      

 (i) The Company provided a loan facility of $50,000 at an interest rate of 20% per annum to Errawarra Resources Ltd (Errawarra), of 
which Mr Damian Hicks, Mr Jonathan Murray and Mr Markus Bachmann are the Directors. The loan is secured against Errawarra’s 
rights, title and interest in the agreement executed between Errawarra, Reid Systems Inc and Reid Systems (Australia) Pty Ltd. 
Errawarra made a loan drawdown of $50,000.The loan repayment date is 1 July 2019. 

  
14. Share-based payment 

 The following share-based payment arrangements existed at 31 December 2018: 

On 20 November 2014 Hannans shareholders approved the issue of 36,050,000 share options to senior executives and employees of the Group. 

On 15 September 2016 Hannans shareholders approved the issue of ordinary shares in lieu of the directors' and company secretary’s outstanding 
salary and fees totalling $380,806, together with one free attaching option for each ordinary shares issued. The ordinary shares were issued at a 
deemed price of 1.8 cents per share. On 14 November 2016 the shareholders approved 21,155,848 share options were issued to Directors. 

On 27 October 2017 Hannans shareholders approved the issue of 84,000,000 share options to directors of the Group. 

There were no new share-based payments issued during the period. 
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15. Financial instruments 

 The fair value of financial assets and financial liabilities of the Group approximated their carrying amount. It does not include fair value information for 
financial assets and financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value. The table below 
analyses financial instruments carried at fair value by value measurement hierarchy. 

 

Quantitative disclosures fair value measurement hierarchy 

Quoted  
prices in 

active 
market 

(Level 1) 

Significant 
observable 

inputs 
(Level 2) 

Significant 
unobser-

vable  
inputs 

(Level 3) Total 

 31 Dec 2018     

 Assets measured at fair value     

 Equity instruments (note 4):     

 Quoted equity shares (i) 4,307 – – 4,307 

 Unquoted equity shares (ii) – – 1 1 

 Loan to a director related entity (note 4) – – 87,979 87,979 

  4,307 – 87,980 92,287 

 30 Jun 2018     

 Assets measured at fair value     

 Available-for-sale financial assets:     

 Quoted equity shares (i) 6,949 – – 6,949 

 Unquoted equity shares (iii) – – 1 1 

  6,949 – 1 6,950 

 

The management assessed that cash and short-term deposits, trade receivables, trade payables, related party loans and other current liabilities 
approximate their carrying amounts largely due to the short term maturities of these instruments. 

 

The fair value of the financial assets is included at the amount at which the instrument could be exchanged in a current transaction between willing 
parties, other than in a forced or liquidation sale. The following methods and assumptions were used to estimate the fair value: 

(i) Fair value of quoted equity shares is derived from quoted market prices in active markets. 

(ii) Fair value of unquoted equity shares is derived from the adjusted net asset method. 

(iii) The historical cost has been used to fair value unquoted ordinary shares. There is no market for the share and the value of the share does not 
warrant further discount or valuation. 

  
16. Subsequent events 

 No matters or circumstances have arisen since 31 December 2018 that may significantly affect, the operations of the consolidated entity, the results of 
those operations, or the state of affairs of the consolidated entity in future financial years. 
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