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Resources & Energy Group Limited
Directors' Report
The directors of Resources & Energy Group Limited submit herewith the consolidated financial report of Resources
& Energy Group Limited (Company) its subsidiaries (the Group) for the half-year ended 31 December 2016 and
the Independent Review Report thereon.
DIRECTORS
The names of directors of the Company at any time during or since the end of the half year to the date of this
report are set out below.

Mr Gavin Rezos
Mr Richard Poole
Ms Virginia Bruce
Mr James Croser
Mr Michal Hogg

Date of appointment or resignation
Appointed
22 April 2016
Appointed
12 July 2004
Appointed
6 December 2004
Appointed
19 May 2016
Resigned
8 August 2016

DIVIDENDS
No dividends have been paid or declared since the end of the previous financial year, nor do the directors
recommend the declaration of a dividend. (2015: $Nil).
PRINCIPAL ACTIVITIES
The principal activities of the group are to explore and develop economic mineral deposits, including gold and
silver. During the six months to 31 December 2016 the group was focused on the continued exploration of the
Mount Mackenzie site and the development of the Radio Gold project.
The company had 4 employees at 31 December 2016 (2015: 0 employees).
OPERATING RESULTS FOR THE PERIOD
Financial results
The loss after tax of the group for the half year ended 31 December 2016 was $711,710 (2015: $575,115). The
result was in line with the Board's expectations for the current level of development and exploration activities being
undertaken.
During the six month period to 31 December 2016 a further draw down of $557,000 was made from the $2,228,000
Project Development Notes facility (PDN1), which has brought the drawn balance to $1,114,000. A second issue
of Project Development Notes (PDN2) was also put in place and an amount of $1,540,000 drawn down. PDN1 and
PDN2 are designed to provide capital for further exploration and development work of REZ’s tenements and
general working capital.
Radio Gold Pty Limited
During the six month period to 31 December 2016 there was continued activity to develop the Radio Gold Mine
site. Final approval was issued by the Western Australian Department of Mines and Petroleum for a Mining
Proposal, allowing for the commencement of dewatering of the old underground mine shaft for geological
assessment and bulk sampling of lodes. In addition, an Explosives Storage Licence has been issued, allowing for
works to commence on the site magazine construction.
Mine dewatering was commenced from the main shaft with the water level at the end of the quarter at
approximately 22 meters below surface (mbs). Initial dewatering is by 22kW borehole pump, which is envisaged to
take the water to the 90mbs level, whereupon a larger submersible pump will be installed to allow for a higher
pressure head & expected particulates towards the base of the shaft at 110mbs.
3

Resources & Energy Group Limited
Directors' Report

The single access from the vertical shaft to the underground mine is at the 10 Level crosscut, located
approximately 105mbs. Approximately 50,000 kL of water is to be removed from the mine to access this opening.
The shaft ladder-ways and timber sets will be refurbished as the water level drops.
Site electrical setup is largely complete, with the site feed from a 350kVA diesel generator switching to a 45kVA
camp supply backup. Supply cables have been buried and the main surface distribution layout installed. Workshop
setup is complete.
The headframe and hoisting system installation continues, with engineering calculations completed to support the
submission to DMP for the required Winding System approval for man-riding. The 1 tonne skip conveyance to be
utilised in the shaft for personnel movement & rock haulage is currently undergoing refurbishment and testing.
The purchase, on favourable terms, of a large quantity of mining equipment and spares was completed and
relocated to the mine site. This equipment purchase significantly improves our readiness for shaft mining
operations and provides immediate inventory to support continuing mine building activities.
Mount Mackenzie
During the six months to 31 December 2016 site investigations required for the preparation of a project feasibility
study were completed. A total of 2400m of RC drilling distributed over 17 drill holes was completed as part of this
work. This included 110m of HQ3 core, providing sample representing oxide, transitional and primary ore types
from the North Knoll prospect. This material is now undergoing a program of metallurgical tests.
Field investigations also included a program of Mobile Metal Ion (MMI) soil sampling over the Clive Creek
prospect, which is located approximately 6km north of Mt Mackenzie. The MMI investigations are directed at
historical anomalies identified by former operators. A total of 419 samples were collected as part of this work and
results are expected in March 2017.
In addition to the above activity, a preliminary environmental and planning assessment of the project site was
completed by CQG Consulting. The purpose of this work was to identify whether there are any pre-existing
constraints to development proceeding at Mt Mackenzie. An understanding of the likely planning process and
approvals regime the project would be subject to moving forward was also sought.
Tenement Schedule
REZ
beneficial
ownership

Expiry

State

Project

Number

Status

Queensland
Queensland
Queensland

Mt Mackenzie
Mt Mackenzie
Mt Mackenzie

EPM10006
EPM12546
EMP17515

Live
Live
Live

100.00%
100.00%
100.00%

28-03-18
28-01-18
Being
renewed

Western Australia

Radio Gold

ML77/633

100.00%

24-08-36

South Australia

Deep Energy

GEL486

Live
Being
relinquished

51.85%

SIGNIFICANT EVENTS DURING THE PERIOD
In August 2016 Resources & Energy Operations Pty Limited, a wholly owned subsdiary of Resources & Energy
Group Limited, was incorporated by the group. The main function of this entity is to oversee the group's
administrative and employee activities.
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GOING CONCERN
The directors have prepared financial statements on a going concern basis which contemplates the continuity of
normal business activity and the realisation of assets and settlement of liabilities in the normal course of business.
At 31 December 2016, the Group's current assets of $1,339,136 (30 June 2016: $1,040,734) were more than
current liabilities of $635,451 (30 June 2016:$488,270).
For the 6 months ended 31 December 2016 the Group recorded a loss before taxation of $711,710 (2015:
$575,115), and net cash used by operating activities was $790,505 (2015:$70,915).
During the current phase of development, the generation of sufficient funds from operating and financing activities
in accordance with the Group’s current business plan and growth forecasts is dependent on:
(i) the availability of financing facilities to fund working capital requirements; and
(ii) increases in revenue and cash flows from current trading.
As at 31 December 2016, the Group had the ability to draw upon a loan facility agreement. The facility is for a
total of $2,228,000, is unsecured and expires on 30 June 2017 if undrawn as at that date. As at 31 December
2016 the undrawn amount of the facility was $1,114,000.
The ability to draw the facility is not subject to conditions that are unfulfilled, however it is subject to usual terms in
the event of a default commonly found in debt facilities. The Group's current forecasts indicate that in order to
meet the current business plans the ability to draw upon the currently available debt facility is required.
The directors are of the opinion that the use of the going concern basis of accounting is appropriate as they are
satisfied regarding the Group's ability to maintain the continued support of current financiers, creditors and
shareholders.
The financial statements do not include adjustments relating to the recoverability and classification of recorded
asset amounts or to the amounts and classification of liabilities that might be necessary should the group not
continue as a going concern.
SIGNIFICANT EVENTS POST BALANCE DATE
The Company announced in December 2016 the conditional acquisition of the Burbanks Mine subject to due
diligence. The Company is in continuing discussions with the vendor in relation to a variation of the terms and
structure of the acquisition with a view to reaching a mutually acceptable outcome. The transaction is unlikely to
proceed under the original terms.
AUDITOR INDEPENDENCE
A copy of the external auditor's declaration under Section 307C of the Corporations Act 2001 is included on Page
22 of this financial report.
Signed in accordance with a resolution of the directors.

Mr Gavin Rezos
Chairman
Sydney, 6 March 2017
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Condensed Consolidated Statement of Profit or Loss and Other
Comprehensive Income
For the half year ended 31 December 2016
Notes

Revenue from continuing operations
Other revenue - interest income
Corporate maintenance expenses
Director fees
Employee benefits expense
Finance costs
Other expenses
Write off of exploration and evaluation assets
Depreciation and impairment of property, plant and equipment
Share-based payments expense

31 December
2016

$1,445

31 December
2015
$

1,203

(250,740)
(67,317)
(109,494)
(86,056)
(154,654)
(15,774)
(29,120)

(37,110)
(55,400)
(66,191)
(417,617)
-

Loss before income tax
Income tax expense
Loss after tax from continuing operations

(711,710)
(711,710)

(575,115)
(575,115)

Total comprehensive income for the year attributable to the owners
of Resources & Energy Group Limited

(711,710)

(575,115)

(698,907)
(12,803)
(711,710)

(371,730)
(203,385)
(575,115)

(0.73)

(0.53)

4(a)
4(b)

Total comprehensive loss is attributable to:
- shareholders of Resource & Energy Group Limited
- non- controlling interests

Earnings per share (cents per share) – basic and diluted

8

This consolidated statement of profit or loss and other comprehensive income should be read in conjunction with
the notes to the financial statements.
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Condensed Consolidated Statement of Financial Position
As at 31 December 2016
30 June 2016

Notes

$

$
Assets
Current assets
Cash and cash equivalents
Trade and other receivables
Financial assets

1,143,335
95,801
100,000

927,687
13,047
100,000

Total current assets

1,339,136

1,040,734

391,031
3,802,143

84,621
2,922,421

Total non-current assets

4,193,174

3,007,042

Total assets

5,532,311

4,047,776

Current liabilities
Trade and other payables
Provisions

620,033
15,418

485,770
2,500

Total current liabilities

635,451

488,270

2,171,157

783,506

Total non-current liabilities

2,171,157

783,506

Total liabilities

2,806,608

1,271,776

Net assets

2,725,703

2,776,000

14,666,238
1,111,797
(15,433,334)

14,666,238
450,384
(14,734,428)

Non-current Assets
Property, plant and equipment
Exploration and evaluation assets

5

Liabilities

Non-current liabilities
Interest-bearing loans and borrowings

6

Equity
Issued capital
Reserves
Retained earnings
Total equity attributable to the shareholders of
Resources & Energy Group Limited
Non-controlling interests
Total equity

344,701

382,194

2,381,002
2,725,703

2,393,806
2,776,000

This consolidated statement of financial position should be read in conjunction with the notes to the financial
statements
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Resources & Energy Group Limited
Condensed Consolidated Statement of Cash Flows
For the half year ended 31 December 2016
Notes

31 December
2015
$
$

Cash flows from operating activities
Payments to suppliers and employees
Interest paid

(758,192)
(32,313)

(70,915)
-

Net cash flows used in operating activities

(790,505)

(70,915)

(121,944)
(881,403)

(112,905)

(1,003,347)

(112,905)

Proceedings from borrowings
Repayments of borrowings - related party

2,097,000
(87,500)

87,000
-

Net cash flows provided by financing activities

2,009,500

87,000

Cash flows from investing activities
Purchase of property, plant and equipment
Exploration and evaluation costs capitalised
Net cash flows used in investing activities
Cash flows from financing activities

Net increase/(decrease) in cash and cash equivalents

215,648

(96,820)

Cash and cash equivalents at beginning of period

927,687

102,430

1,143,335

5,610

Cash and cash equivalents at end of period

This consolidated statement of cash flow should be read in conjunction with the notes to the financial statement
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Condensed Consolidated Statement of Changes in Equity
For the half year ended 31 December 2016
Issued Share option
capital
reserve
$
Balance at 1 July 2015

Retained
earnings
$

Noncontrolling
interests
$

11,862,554

57,277

(13,348,299)

-

-

(371,730)

Balance at 31 December 2015

11,862,554

57,277

(13,720,029)

2,231,517

431,319

Balance at 1 July 2016

14,666,238

450,384

(14,734,427)

2,393,805

2,776,000

Total comprehensive income for the
period

-

-

(698,907)

Issue of options to employees
Recognition of equity component on
issue of project development notes
Cost of raising of equity component of
project development notes

-

29,120
678,584

-

-

29,120
678,584

-

(46,291)

-

-

(46,291)

Total comprehensive income for the
period

Balance at 31 December 2016

14,666,238

1,111,797

(15,433,334)

2,434,902

Total
$

(203,385)

(12,803)

2,381,002

1,006,434
(575,115)

(711,710)

2,725,703

This consolidated statement of changes in equity should be read in conjunction with the notes to the financial
statements
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Notes to the Condensed Consolidated Financial Statements
For the period ended 31 December 2016
1

Corporate informaton
Resources & Energy Group Limited (the “Company”) is a company incorporated and domiciled in Australia.
The consolidated financial statements of the Company for the half year ended 31 December 2016 comprise
the Company and its controlled entities (together referred to as the “Group”).
The consolidated financial statements were approved by the Board of Directors on 6 March 2017.

2
a

Summary of significant accounting policies
Basis of preparation
This condensed consolidated financial report for the half-year ended 31 December 2016 has been prepared
in accordance with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Act
2001 . The consolidated financial statements have been prepared on the basis of historical cost, unless
otherwise stated. Cost is based on the fair values of the consideration given in exchange for assets. All
amounts are presented in Australian dollars, unless otherwise noted.
This consolidated half-year financial report does not include all the notes of the type normally included in an
annual financial report. Accordingly, this report is to be read in conjunction with the annual financial report
for the year ended 30 June 2016 and any public announcements made by the Company during the half-year
ended 31 December 2016 in accordance with the continuous disclosure requirements of the Corporations Act
2001 and the Australian Securities Exchange's listing rules.

b

Going concern
The directors have prepared financial statements on a going concern basis which contemplates the
continuity of normal business activity and the realisation of assets and settlement of liabilities in the normal
course of business. At 31 December 2016, the Group's current assets of $1,339,136 (30 June 2016:
$1,040,734) were more than current liabilities of $635,451 (30 June 2016:$488,270).
For the 6 months ended 31 December 2016 the Group recorded a loss before taxation of $711,710 (2015:
$575,115), and net cash used by operating activities was $790,505 (2015:$70,915).
During the current phase of development the generation of sufficient funds from operating and financing
activities in accordance with the Group’s current business plan and growth forecasts is dependent on:
(i) the availability of financing facilities to fund working capital requirements; and
(ii) increases in revenue and cash flows from current trading.
As at 31 December 2016, the Group had the ability to draw upon a loan facility agreement. The facility is for
a total of $2,228,000, is unsecured and expires on 30 June 2017 if undrawn as at that date. As at 31
December 2016 the undrawn amount of the facility was $1,114,000.
The facility is subject to usual terms in the event of a default commonly found in debt facilities. The Group's
current forecasts indicate that in order to meet the current business plans the ability to draw upon the
currently available debt facility is required.
The directors are of the opinion that the use of the going concern basis of accounting is appropriate as they
are satisfied regarding the Group's ability to maintain the continued support of current financiers, creditors
and shareholders.
The financial statements do not include adjustments relating to the recoverability and classification of
recorded asset amounts or to the amounts and classification of liabilities that might be necessary should the
group not continue as a going concern.
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For the period ended 31 December 2016
c

New and amended standards adopted by the Group
The Group has adopted all of the new and revised Standards and Interpretations issued by the Australian
Accounting Standards Board (AASB) that are relevant and effective for the current period. The application
of these Standards has not had a material impact on the reported financial position or performance of the
Group.

d

Critical accounting estimates and judgements
The preparation of the Group's consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,
and the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of assets or liabilities affected in future periods.
The key assumptions concerning the future and other key sources of estimate uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Group based its assumptions and estimates
on parameters available when the consolidated financial statements were prepared. Existing circumstances
and assumptions about future developments, however, may change due to market changes or circumstances
arising beyond the control of the Group. Such changes are reflected in the assumptions when they occur.
Going concern
The financial statements have been prepared on the basis that the Group is a going concern, refer to Note
2(b) for discussion on the basis of this assumption.
Carrying value of exploration and evaluation assets
The Group capitalises expenditure relating to exploration and evaluation where it is considered likely to be
recoverable or where the activities have not reached a stage which permits a reasonable assessment of the
existence of reserves. While there are certain areas of interest from which no reserves have been extracted,
the directors are of the continued belief that such expenditure should not be written off since feasibility
studies in such areas have not yet concluded. Such capitalised expenditure is carried at the end of the
reporting period at $3,802,143 (30 June 2016: $2,922,425).
The geothermal licenses held by Deep Energy Limited, a 51.85% owned subsidiary of the Company are in
the process of being relinquished and accordingly have been fully impaired at 30 June 2016.
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Impairment of assets
An impairment exists when the carrying value of an asset or Cash Generating Unit (CGU) exceeds its
recoverable amount, which is the higher of its fair value less costs to sell and its value-in-use. Each mine is
considered to be a separate CGU. The fair value less costs to sell calculation is based on available data
from binding sales transactions, conducted at arm's length, for similar assets or observable market prices
less incremental costs for disposing of the asset. The value-in-use calculation is based on a discounted cash
flow model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Group is not yet committed to or significant future investments that will
enhance the asset's performance or the CGU being tested. The recoverable amount is most sensitive to the
discount rate used for the discounted cash flow model as well as the expected future cash-inflows and the
growth rate used for extrapolation purposes.
Determination of mineral resources and ore reserves
The Group estimates its Mineral Resources and Ore Reserves in accordance with the Australasian Code of
Reporting of Exploration Results, Mineral Resources and Ore Reserves (“the JORC Code”). The information
on mineral resources and ore reserves is prepared by or under the supervision of Competent Persons as
defined in the JORC Code. The amounts presented are based on the Mineral Resources and Ore Reserves
determined under the JORC Code.
There are numerous uncertainties inherent in estimating mineral resources and ore reserves and
assumptions that are valid at the time of estimation which may change significantly when new information
becomes available. Changes in the forecast prices of commodities, exchange rates, production costs or
recovery rates may change the economic status of reserves and may, ultimately, result in the reserves being
restated. Such changes in reserves could impact depreciation and amortisation rates, asset carrying values
and impairment assessments.
Share based payments
The costs of the share-based payments are calculated on the basis of the fair value of the equity instrument
at grant date. Determining the fair value assumes choosing the most suitable valuation model for these
equity instruments, by which the characteristics of the grant have a decisive influence. This assumes also the
input into the valuation model of some relevant judgments, like the estimated expected life of the share
option and the market volatility of the Company's ordinary shares.
Equity component of converting loans
The equity component that arises from the ability of loan providers to convert their loans into ordinary shares
of the Company is calculated with reference to a market rate of interest. Due to the lack of a readily
available debt market for the Company at its stage of development, an estimated market rate has been
determined.
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For the half year ended 31 December 2016
3

Segment information
As at the date of this report, the Group has two operating segment after relinquishment of geothermal
license, gold exploration and drilling and other activities (primarily corporate costs). The Group has
identified its operating segments based on internal reports that are reviewed and used by the chief
operating decision maker in assessing performance. The accounting policies and amounts reported for
internal reporting are consistent with the financial information in this financial report.
Geothermal
$
Results for the half year to 31 December 2016
Segement revenue
Interest income
Segment expenses
Administration and employment costs
Depreciation, impairment and amortisation
Finance costs

Loss after tax from continuing operations
Segment assets and liabilities at 31 December 2016
Segment assets
Segment liabilities

Results for the half year to 31 December 2015
Segement revenue
Interest income
Segment expenses
Administration and employment costs
Depreciation, impairment and amortisation
Finance costs

Loss after tax from continuing operations

Gold
$

Other
$

Total
$

-

-

1,445

1,445

-

50
50

627,099
86,006
713,105

627,099
86,056
713,155

- -

50

(711,660)

(711,710)

198,875
2,504,972

4,193,173
2,806,608

-

1,203

1,203

4,783
417,617
422,400

5,702
5,702

148,216
148,216

158,701
417,617
576,318

(422,400)

(5,702)

(147,013)

(575,115)

2,812
216,541

966,459
535,140

-

3,994,299
301,636

-

Segment assets and liabilities at 31 December 2015
Segment assets
104,803
Segment liabilities
312,315

858,844
6,284
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For the half year ended 31 December 2016
31 December
2016
$
4

31 December
2015
$

Expenses

Expenses from Continuing Operations
(a) Employee benefits expense
Wages and salaries
Superannuation benefits
Total employee benefits expense
(b) Finance costs
Interest expense - Project Development Notes
Project Development Notes - equity component
amortisation
Total finance costs

99,996
9,498
109,494

-

38,253

-

47,803
86,056

-
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For the half year ended 31 December 2016
5

Exploration and evaluation assets
Geothermal

Gold

Total

At 31 December 2016
Cost
Accumulated depreciation and impairment
Net carrying amount

-

3,802,143
3,802,143

3,802,143
3,802,143

Movement in exploration and evaluation assets
Carrying amount at the beginning of the period
Additions
Depreciation charge for the period
Carrying amount at the end of the period

-

2,922,421
879,722
3,802,143

2,922,421
879,722
3,802,143

Geothermal
At 30 June 2016
Cost
Accumulated depreciation and impairment
Net carrying amount
Movement in exploration and evaluation assets
Carrying amount at the beginning of the period
Additions
Additions - acquisition of entity
Written off exploration and evaluation assets
Depreciation charge for the year
Carrying amount at the end of the period

-

408,817
8,000
(416,817)
-

Gold

Total

2,922,421
2,922,421

2,922,421
2,922,421

713,575
311,641
1,897,205
2,922,421

1,122,392
319,641
1,897,205
(416,817)
2,922,421

Exploration Licenses are carried at cost of acquisition less impairment losses. The recoverability of the carrying
amount of the exploration and evaluation assets is dependent on successful development and commercial
exploitation, or alternatively, sale of the respective areas of interest. The recoverable amount of development
expenditure is determined as the higher of its fair value less costs to sell and its value in use.
The geothermal energy capitalised expenditure was fully impaired in the prior period following a decision to
seek relinquishment of the exploration license. The directors impaired the geothermal assets on the following
basis:
- existence of significant uncertainty with respect to the valuation of exploration and evaluation assets;
- the cost to commercialise the asset is economically prohibitive if the Group can not raise funding or partner
with another company; and
- commercialisation of geothermal assets in Australia is in its infancy and there is uncertainty in the market
as to the fair value and commercial viability of the asset.
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6

Interest-bearing loans and borrowings
31 December
2016 30 June 2016
$
$
Non-current - unsecured
Borrowings - related party
Borrowings - project development notes issue 1
Borrowings - project development notes issue 2

292,838
845,234
1,033,085
2,171,157

375,724
407,782
783,506

Project Development Notes - issue 1
The Project Development Note facility (PDN1) is provided by private financiers (Financiers) and has a committed
limit of $2,228,000 and the undrawn balance of $1,114,000 can be drawn, at the election of the Company, until 30
June 2017 in increments of 25% of the total committed limit. Interest is payable quarterly at the rate of 8.0% per
annum.
Any PDNs not repaid by exercise of the attached option and application of the exercise price to repayment (refer
below) are repaid either at the end of 3 years from the date of draw down of each advance, or in repayments equal to
50% of the Company's positive pre-tax cash from operations (each quarter) until balance owed under the PDNs and
any outstanding interest is repaid in full.
The Company issued 18,566,667 share options concurrently with the PDNs to the financiers whereby the financiers
have the right to subscribe for ordinary shares of the Company (PDN Options). As a result the net proceeds received
from the issue of the PDNs have been split between a liability and an equity component. The equity component
represents the value of the option to convert the liability into equity of the Company.
The terms of the PDN Options are as follows:
(i)

Right to subscribe: The Financiers have the right to subscribe for one fully paid ordinary share of the Company
for each share option held at an issue price of 12 cents each anytime after 31 March 2017 and until the expiry of
the share options on 31 March 2021.

(ii)

Right of offset: At the election of the Financiers any amounts owed under the PDNs may be applied either in
part or whole to the exercise price owed on issue of the ordinary shares.
(iii) Number of ordinary shares to be issued: If all of the PDN Options are exercised a maximum of 18,566,667 fully
paid ordinary shares of the Company would be issued.
(iv) Right to acquire: Within 6 months prior to the expiry date of the PDN Options of 31 March 2021, the Company
may seek to acquire the PDN Options from the Financiers at a volume weighted average price calculated for a
1 month period ending 3 days before the election notice is provided to the Financiers.
(v) Cancellation of options: If a Financier fails to provide funding pursuant to the PDNs any unexercised PDN
Options held by that Financier can be cancelled at the election of the Company.
Project Development Notes - issue 2
The Project Development Note facility (PDN2) is provided by a private financier (PDN2 Financier) and has a
committed limit of $1,540,000 which has been fully drawn. Interest is payable quarterly at the rate of 8.0% per
annum.
Any PDNs not repaid by exercise of the attached option and application of the exercise price to repayment (refer
below) are repaid either at the end of 3 years from the date of draw down of each advance, or subsequent to
repayment of amounts owed under PDN1 in repayments equal to 50% of the Company's positive pre-tax cash from
operations (each quarter) until balance owed under the PDNs and any outstanding interest is repaid in full.
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Notes to the Condensed Consolidated Financial Statements (continued)
For the half year ended 31 December 2016

The Company issued 11,000,000 share options concurrently with the PDNs to the Financiers whereby the Financiers
have the right to subscribe for ordinary shares of the Company (PDN Options). As a result the net proceeds received
from the issue of the PDNs have been split between a liability and an equity component. The equity component
represents the value of the option to convert the liability into equity of the Company.
The terms of the PDN Options are as follows:
(i)

Right to subscribe: The PDN2 Financier has the right to subscribe for one fully paid ordinary share of the
Company for each share option held at an issue price of 14 cents each anytime from 30 November 2017 and
until the expiry of the share options on 30 November 2021.

(ii)

Right of offset: At the election of the PDN2 Financier any amounts owed under the PDNs may be applied either
in part or whole to the exercise price owed on issue of the ordinary shares.
(iii) Number of ordinary shares to be issued: If all of the PDN Options are exercised a maximum of 11,000,000 fully
paid ordinary shares of the Company would be issued.
(iv) Right to acquire: Within 6 months prior to the expiry date of the PDN Options of 30 November 2021, the
Company may seek to acquire the PDN Options from the PDN2 Financier at a volume weighted average price
calculated for a 1 month period ending 3 days before the election notice is provided to the Financiers.
(v) Cancellation of options: If the PDN2 Financier fails to provide funding pursuant to the PDNs any unexercised
PDN Options held by that Financier can be cancelled at the election of the Company.
7

Issue of equity securities
During the half-year reporting period the Company issued share options as follows:
Project Development Notes - issue 2
11,000,000 share options were issued to the financier of Project Development Notes - issue 2 (refer Note 6), at an
exercise price of $0.14. The share options are exercisable on and from 30 November 2017 until 30 November
2021.
Employee share options
500,000 share options were issued to employees pursuant an employee share option scheme, at an exercise price
of $0.12. Subject to remaining employed the share options vest on 6 December 2017 and are exercisable until 31
March 2021.
500,000 share options were issued to employees pursuant an employee share option scheme, at an exercise price
of $0.14. Subject to remaining employed the share options vest on 6 December 2018 and are exercisable until 31
March 2021.

8

Asset backing and earnings per share
31 December
2016 30 June 2016
cents per
cents per
share
share
Basic and diluted earnings per share (continuing operations) (cents per share)
Basic and diluted assets per share (continuing operations) (cents per share)

(0.73)

(1.93)

2.85

3.86
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Resources & Energy Group Limited
Notes to the Condensed Consolidated Financial Statements (continued)
For the half year ended 31 December 2016

31 December 30 June 2016
2016
cents per
cents per
share
share
The following reflects the income and share data used in the basic and diluted
earnings per share computations:
Loss attributable to shareholders of the Company used in the calculation of basic and
diluted earnings per share
Weighted average number of ordinary shares for basic earnings per share
Effect of dilution of share options on issue (i)
Weighted average number of ordinary shares adjusted for the effect of dilution
(i)

(698,907)

(1,386,127)

95,682,306
32,566,667

71,958,262
32,066,667

128,248,973

104,024,929

32,566,667 out of a total of 44,066,667 share options on issue have been assessed as being dilutive for the
purpose of calcuting earnings per share, however are excluded from the calculation of earnings per share as the
Group has incurred a loss after tax.
The inclusion of share options would reduce the earnings per share (loss) and present a misleading result.

9 Tenement lease commitments
31 December
2016 30 June 2016
$
$
Minimum expenditure commitment on other tenement leases
The Group held three exploration mineral licences in relation to the Mount Mackenzie Mine and three exploration
mineral licence in relation to the Radio Gold mine as at 31 December 2016.
Committed but not provided for and payable:
Within one year
824,281
824,281
One year or later and no later than for five years
1,428,619
1,428,619
2,252,900

2,252,900

10 Related party disclosures
Richard Poole
Transactions with, or with persons or entities associated with, Mr Richard Poole, a director and chief executive of the
Company during the financial year were as follows:
The Company has entered into a Corporate Advisory and Business Development Mandate (Agreement) with
Proprietary and Fiduciary Services Pty Limited (PF Services, formerly Arthur Phillip Pty Limited), an entity controlled
by Mr Poole. The Agreement provides for the payment of fees for the raising of debt or equity capital and the
charging of costs associated with the administration of the Group. PF Services were entitled to the following fees and
expenses:

18

Resources & Energy Group Limited
Notes to the Condensed Consolidated Financial Statements (continued)
For the half year ended 31 December 2016
(i) provision of accounting, office administration, consulting and company secretarial services to the Company,
amounting to $149,393 (2015: $75,900);
(iii) $101,640 for the arranging of Project Development Notes - issue 2 that raised $1,540,000.
An amount of $73,030 of these fees and expenses remained unpaid as at 31 December 2016 and is included in
Trade and other payables.
A related party of Mr Richard Poole advanced $144,000 to the Group in a prior year. The unsecured borrowing bears
annual interest at 8.25% and an expense of $5,940 (2015: $5,940) was incurred during the financial half year. Other
advances (interest free) of $148,838 were outstanding as at the end of the financial half year. As at 31 December
2016 a total amount of $292,838 (2015:$375,724) was outstanding (refer Note 6).
During the current period a related party of Mr Richard Poole advanced a further $187,500 to the Group pursuant to
the Project Development Notes - issue 1, refer Note 6, and a total of $375,000 has been advanced under this facility.
$87,500 of the current period advance was settled by way of offset against existing amounts owed. The unsecured
borrowing bears annual interest at 8.0% and an expense of $10,767 (31 December 2015: Nil) was incurred during the
financial period.
11 Events after balance sheet date
The Company announced in December 2016 the conditional acquisition of the Burbanks Mine subject to due
diligence. The Company is in continuing discussions with the vendor in relation to a variation of the terms and
structure of the acquisition with a view to reaching a mutually acceptable outcome. The transaction is unlikely to
proceed under the original terms.
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Resources & Energy Group Limited
Directors' Declaration
In accordance with a resolution of the directors of Resources & Energy Group Limited, the directors declare that:
(a) The financial statements and notes of the company are in accordance with the Corporations Act 2001,
including:
(i) giving a true and fair view of the company's financial position as at 31 December 2016 and of its
performance for the half year ended on that date; and
(ii) complying with Accounting Standards and Corporations Regulations 2001.
(b) The Chief Executive Officer has declared that:
(i) the financial records of the Company for the financial half year have been properly maintained in
accordance with Section 286 of the Corporations Act 2001;
(ii) the financial statements and notes for the financial half year comply with the Accounting Standards; and
(iii) the financial statements and notes for the financial half year give a true and fair view.
(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.
On behalf of the Board,

Mr Gavin Rezos
Chairman
Sydney, 6 March 2017
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AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF RESOURCES & ENERGY GROUP LIMITED

As lead auditor of Resources & Energy Group Limited for the period ended 31 December 2016, I
declare that, to the best of my knowledge and belief, there have been:

1.

no contraventions of the auditor independence requirements as set out in the Corporations
Act 2001 in relation to the audit; and

2.

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

LNP Audit and Assurance

Robert Nielson
Director
Sydney 6 March 2017

Liability limited by a scheme approved under Professional Standards Legislation
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INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF RESOURCES & ENERGY GROUP LIMITED
Scope
Report on the Half-Year Financial Report
We have reviewed the accompanying financial report of Resources & Energy Group Limited
comprising the consolidated statement of financial position as at 31 December 2016, the
consolidated statement of profit or loss and other comprehensive income, consolidated statement of
changes in equity, consolidated statement of cash flows for the half-year ended on that date, notes
comprising a summary of significant accounting policies and other explanatory information notes and
the directors’ declaration.

Directors’ responsibility for the Half-Year Financial Report
The directors of the company 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 internal control relevant 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 and error.

Auditor’s Responsibility
Our responsibility is to express a conclusion on the half-year financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410:
Review of an 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 financial report is not in accordance with the Corporations Act 2001 including:
giving a true and fair view of the Resources and Energy Group Limited and controlled entities
financial position as at 31 December 2016 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 Resources and Energy Group Limited and controlled entities,
ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the annual
financial report.
A review of a half-year financial report consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with Australian Auditing
Standards and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.
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Auditors Report (continued)
Matters Relating to the Electronic Presentation of the Audited Financial Report
This review report relates to the financial report of the Resources and Energy Group Limited and
controlled entities for the half-year ended 31 December 2016 included on the website Resources and
Energy Group Limited. The directors of the company are responsible for the integrity of the website
and we have not been engaged to report on its integrity. This review report refers only to the halfyear financial report identified above and it does not provide an opinion on any other information
which may have been hyperlinked to or from the financial report If users of this report are concerned
with the inherent risks arising from publication on a website, they are advised to refer to the hard
copy of the reviewed financial report to confirm the information contained in this website version of
the financial report.

Independence
In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001.

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial report of Resources and Energy Group Limited and controlled
entities is not 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
2016 and of its performance for the half-year ended on that date; and

ii.

complying with AASB 134 Interim Financial Reporting and the Corporation Regulations 2001.

Significant Uncertainty Regarding Going Concern
We draw attention to Note 2(b) of the consolidated financial report, which indicates that the Group
incurred a loss before taxation of $711,710 (2015: $575,115) during the half year ended 31
December 2016. This condition, along with other matters as set forth in Note 2(b), indicate that a
material uncertainty exists that may cast significant doubt on the Group’s ability to continue as a
going concern. Our opinion is not modified in respect of this matter.

LNP Audit and Assurance

Robert Nielson
Director
Sydney, 6 March 2017
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