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The Directors of Equatorial Resources Limited (formerly Equatorial Coal Limited) present their report on the 
Consolidated Entity of Equatorial Resources Limited (“Company” or “Equatorial”) and the entities it 
controlled during the half year ended 31 December 2010 (“Consolidated Entity” or “Group”). 

DIRECTORS 

The names of the Directors of Equatorial in office during the half year and until the date of this report are: 

Mr Ian Middlemas 
Mr John Welborn (appointed 6 August 2010) 
Mr Peter Woodman 
Mr Mark Pearce 
Mr Geoff Gander (resigned 8 July 2010) 

Unless otherwise shown, all Directors were in office from the beginning of the half year until the date of this 
report. 

REVIEW OF OPERATIONS 

During the half year, the Company continued the exploration and development of its two 100% owned and 
potentially large-scale iron ore projects located in the politically stable and investment friendly Republic of 
Congo (“Congo-Brazzaville”) in the emerging global iron ore province of Central West Africa. 

The Mayoko-Moussondji Iron Project (“Mayoko-Moussondji”), located in the southwest region of Congo-
Brazzaville, has an estimated global exploration target of between 2.3 and 3.9 billion tonnes1 of iron 
mineralisation at a grade of 30% to 65% Fe. The project has access to a rail line running directly to the deep-
water port of Pointe-Noire, where the Company’s operational office is located. 

The Badondo Iron Project (“Badondo”), in the northwest region of Congo-Brazzaville, covers 998km² of 
ground including a ridgeline more than 7km long of outcropping iron ore mineralisation. The project is located 
within a regional cluster of world-class iron ore exploration projects including Sundance Resources’ Mbalam 
and Nabeba projects. 

HIGHLIGHTS 

Highlights during the half year and since the end of the half year include: 

(i) An airborne geophysics survey was completed at Mayoko-Moussondji. Initial results from the survey 
identified magnetic anomalies with a combined strike length in excess of 46km with the potential for 
significant iron mineralisation; 

(ii) An initial exploration target at Mayoko-Moussondji has been estimated to be between 2.3 to 3.9 billion 
tonnes1 of iron mineralisation at a grade of 30% to 65% Fe; 

(iii) The Mayoko-Moussondji exploration target is the combination of five main prospects and is comprised 
of potential enriched hematite iron mineralisation estimated to be between 500 to 900 million tonnes1 
at a grade of 40% to 65% Fe and primary itabirite iron mineralisation estimated to be between 1.8 to 
3.0 billion tonnes1 at a grade of 30% to 45% Fe; 

(iv) Rock chip samples collected returned assay grades of up to 61.6% Fe at Mayoko-Moussondji. The 
high grade assay results confirm the presence of hematite rich iron mineralisation at surface at 
Mayoko-Moussondji and indicate the potential for direct shipping ore (“DSO”); 

1  Exploration Target: The estimates of exploration target sizes mentioned in this announcement should not be misunderstood or 
misconstrued as estimates of Mineral Resources. The potential quantity and grade of the exploration targets are conceptual in 
nature and there has been insufficient exploration to define a Mineral Resource in accordance with the JORC Code (2004) 
guidelines. Furthermore, it is uncertain if further exploration will result in the determination of a Mineral Resource. 
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(v) Signed memorandum of understanting with the state-owned and operated railway company Chemin 
de Fer Congo-Ocean (“CFCO”) which grants immediate access to Equatorial to use the Mayoko to 
Pointe-Noire rail line. The agreement commits both parties to enter into a formal 25 year User 
Agreement for the transport of iron ore from the Mayoko-Moussondji Iron Project to Pointe Noire; 

(vi) Completed an airborne geophysics survey at Badondo in the north of Congo-Brazzaville. Initial results 
from the survey identified magnetic anomalies with a combined strike length in excess of 22km with 
the potential for significant iron mineralisation; 

(vii) Completed a placement to institutional investors to raise $25.6 million before costs. The placement 
was predominantly made to two London-based institutional investors who are two of Europe’s leading 
active asset managers; and 

(viii) Mr John Welborn was apointed as Managing Director and Chief Executive Officer of the Company. 
The Company has also appointed a Business Development Manager and a Country Manager to be 
based in Congo-Brazzaville. 

 
Figure 1: Project Location Map 
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MAYOKO-MOUSSONDJI IRON PROJECT 

The Company’s 100% owned Mayoko-Moussondji Iron Project is located in the Department of Niari in the 
south west region of Congo-Brazzaville.  

Airborne Geophysics 

In August 2010, a comprehensive airborne magnetic and radiometric survey was completed over Mayoko-
Moussondji. The survey was flown by New Resolution Geophysics (“NRG”) on 200m lines oriented north 
south for a total of 5,810 line km, acquiring magnetic, radiometric and elevation data. The aeromagnetic data 
were subsequently processed to highlight and better define controlling structures, lithological variations and 
magnetic anomalies.  

The data revealed five main target prospects, including two targets that were previously identified by the 
French Bureau of Geological and Mining Research (“BRGM”) as well as three new prospects. 

 

Figure 2: Mayoko‐Moussondji Iron Exploration Targets 
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Exploration Target 

An exploration target1 for itabirite and hematite mineralisation has been estimated based on the modelling 
results presented here and is based on a number of assumptions and limitations and is conceptual in nature. 
It is not an indication of a mineral resource estimate in accordance with the JORC code and it is uncertain if 
further exploration will result in the determination of a mineral resource. 

Total Estimate:  Enriched Hematite Cap: 702Mt ± 25% (527Mt - 878Mt) 
 Primary Itabirite: 2,416Mt ± 25% (1,812Mt – 3,020Mt) 

Combined:  3,118Mt ± 25% (2,339Mt – 3,898Mt) 
 

Primary Itabirite 
Tonnage 

(Mt)

Enriched Hematite 
Cap Tonnage 

(Mt)

Global Exploration 
Target Tonnage 

(Mt)

Makengui 1,446 365 1,811

Lekoumou West 90 22 111

Mavendi 311 113 424

Mbinda West 130 36 165

Leboulou 440 167 608

Total 2,416 703 3,118

Table 1: Mayoko‐Moussondji Iron Exploration Targets 

Rock Chip Assays 

A total of 17 non-systematic rock chip samples were collected during the September 2010 field program to 
establish the geology and prospectivity of the Project area and to provide supporting data for the 
interpretation of the geophysics data. The samples were submitted for analysis at Intertek Genalysis in Perth, 
Western Australia.  

The rock chip samples represent material exposed at surface and have returned encouraging results 
including iron grades up to 61.6% Fe.  The highest grade samples originate from zones of hematite 
enrichment, which initial field observation suggest are present over much of the surface areas of the main 
prospects.  While additional sampling and mapping is required to determine the extent and continuity of this 
material, the Board is very encouraged by the assay results and the potential for significant quantities of high 
grade hematite iron mineralisation.  

The Board is particularly encouraged by results from the Makengui prospect where the recent high resolution 
airborne magnetic survey defined a strongly magnetic anomaly with a 12km strike length, and up to 2km of 
width (Figure 3). The Makengui prospect is considered to have the potential to define a substantial zone of 
enriched material which could represent large tonnages of material capable of direct shipping and thus 
presents a compelling exploration target for drilling. 

 

 

 
1 Exploration Target: The estimates of exploration target sizes mentioned in this announcement should not be misunderstood or 
misconstrued as estimates of Mineral Resources. The potential quantity and grade of the exploration targets are conceptual in nature 
and there has been insufficient exploration to define a Mineral Resource in accordance with the JORC Code (2004) guidelines. 
Furthermore, it is uncertain if further exploration will result in the determination of a Mineral Resource. 
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Figure 3: Mayoko‐Moussondji Total Magnetic Intensity Image Analytical Signal 

Geological Setting 

Previous reconnaissance exploration over the Project area by BRGM in 1956, defined elevated ridges of 
ferruginous quartzite (itabirite) at Makengui and Lekoumou. BRGM described the meta-sedimentary rock 
formations of the area as appearing to host itabirite iron mineralisation.  

This style of mineralisation is typical of West African iron ore resources and generally consists of alternating 
bands of magnetite and silicate which contain iron grades ranging from 25% to 45% iron. The attraction of 
West African itabirite ore bodies is the potential they have for low cost beneficiation into a saleable grade iron 
product. 
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Near surface weathering processes may result in the enrichment of this type of iron mineralisation into 
predominately hematite bodies of iron grades which make this material suitable for direct shipping (“DSO”). 
These weathered zones often appear as a hematite cap overlaying large magnetite rich itabirite ore bodies. 
The extensive zones of iron mineralisation identified at Mayoko-Moussondji by field staff and supported by 
airborne magnetic interpreted data indicate the potential for significant tonnage of itabirite style 
mineralisation.  

 
Figure 4: Makengui Prospect Conceptual Schematic Cross Section 

 
Rail and Port Infrastructure 

Company executives held a series of meetings with ROC government authorities over potential transport 
infrastructure solutions for the Company’s Mayoko-Moussondji Iron Project. The Director General of the port 
authority, Le Port Autonome de Pointe Noire (“PAPN”), and the Director General of the rail authority, Chemin 
de Fer Congo-Ocean en sigle (“CFCO”), agreed to host subsequent meetings with the Company to negotiate 
potential infrastructure access agreements. 

On 5 October 2010 Equatorial announced the signing of a “Protocol D’Accord”, or Memorandum of 
Understanding, with CFCO which grants immediate access to Equatorial to use the Mayoko to Pointe-Noire 
rail line. The agreement also commits both parties to enter into a formal 25 year User Agreement for the 
transport of iron ore from Mayoko to Pointe Noire. During the current quarter Equatorial will commence a 
study on the railway and work with staff of the CFCO under the terms of the signed agreement. 
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BADONDO IRON PROJECT 

The Badondo Iron Project is located within a regional cluster of large-scale iron ore exploration projects in 
the north-west region of the ROC including: 

(i) Avima (Core Mining/Severstal): Immediately North 

(ii) Belinga (CMEC): Immediately South 

(iii) Nabeba (Sundance Resources): 80km north-east 

(iv) Mbalam (Sundance Resources): 100km north-east 

Work completed by BRGM in 2007 confirmed a ridge line of outcropping iron ore mineralization more than 
7km long and also identified the possibility of a second zone of iron mineralization, oriented parallel to the 
main ridge.  

Airborne Geophysics 

In December 2010, a comprehensive airborne magnetic and radiometric survey was completed over 
Badondo in the Department of Sangha in the north-west ROC, close the border of Gabon. The survey was 
carried out by Fugro Airborne Surveys and covered the Company’s entire 998km² project area for a total of 
approximately 6,000 line kilometres at 200m line spacing.  

Initial results received by the Company from Badondo have identified the following target areas:  

1. The Badondo Prospect: This target zone consists of two separate anomalies that extend over 9km of 
strike length (see Figure 5). This zone was originally identified on the ground by BRGM in 2007.  

2. The Belinga North Prospect: A new target zone extending over a strike length of some 13km (see 
Figure 6).  

    

Figure 5: Badondo Prospect          Figure 6: Belinga North Prospect 
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Rock Chip Assays 

During a reconnaissance field visit in 2007, geologists from BRGM collected 9 rock chip samples from 
visually identified outcrops. The samples were not analysed at the time and have since been in storage at 
BRGM’s head office in Orleans, France. 

Equatorial has engaged BRGM to add to their existing report from 2007 and analyse the 9 samples 
collected. The 9 samples were sent to OMAC Laboratories Ltd in Galway (Ireland) for geochemical analysis 
of major elements by ZRF analysis and trace elements by ICP-OES analysis. 
 
The assay results confirm the presence of both hematite rich iron mineralisation with grades as high as 
64.7% Fe and magnetite rich itaberite mineralisation with grades ranging from 38.9% Fe to 45.4% Fe. 

CORPORATE 

During the half year the Company completed its acquisition Congo Mining Ltd SARL, which holds the rights 
to the Mayoko-Moussondji and Badondo Iron Ore Projects in Congo-Brazzaville. In part consideration for the 
acquisition of CML, the Company issued 5,700,000 ordinary shares to the vendors. Shareholder approval for 
this issue of vendor shares was received at a General Meeting held on 18 August 2010. 

The Company also completed a placement during the half year to institutional investors to raise $25.6 
million before costs. The placement was predominantly made to two London-based institutional investors 
who are two of Europe’s leading active asset managers. Shareholder approval for the placement was 
received at a General Meeting held on 21 January 2011. 

Following the placement, the Company had cash reserves of approximately $27.3 million at 31 December 
2010 and is well placed to conduct its current planned activities on Mayoko-Moussondji and Badondo Iron 
Ore Projects. 

RESULTS OF OPERATIONS 

The net loss of the Consolidated Entity for the half year ended 31 December 2010 was $885,693 (31 
December 2009: $930,784).  This loss is partly attributable to: 

(i) The Consolidated Entity’s accounting policy of expensing exploration and evaluation expenditure 
incurred by the Consolidated Entity subsequent to the acquisition of the rights to explore and up to the 
commencement of a Bankable Feasibility Study.  During the half year, exploration expenditure totalled 
$1,754,332 (31 December 2009: nil) (this includes non-cash share-based payment expenses of 
$743,670 (31 December 2009: nil)); and 

(ii) The Consolidated Entity’s accounting policy of expensing the value (estimated using a Binomial option 
pricing model) of share options granted to key employees and consultants.  The value is measured at 
grant date and recognised over the period during which the option holders become unconditionally 
entitled to the options.  During the year, non-cash share-based payment expenses totalled $1,571,956 
(31 December 2009: $33,883) (this includes $743,670 classified as exploration costs (31 December 
2009: nil)). 
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SIGNIFICANT POST BALANCE DATE EVENTS 

(i) On 25 January 2011, the Company completed the second tranche of a placement of 14,200,000 
shares to raise $25,560,000 before costs, consisting of 3,000,000 shares at an issue price of $1.80 
per share; 

(ii) On 28 January 2011, the Company announced the results from an airborne geophysics survey 
completed at Badondo which identified magnetic anomalies with a combined strike length in excess of 
22km with the potential for significant iron mineralisation; and 

(iii) On 4 February 2011, the Company announced that it had signed a Memorandum of Understanding 
(“Protocole d’Accord”) with the Port Authority of Pointe-Noire (“PAPN”) in which Equatorial and the 
PAPN have undertaken to cooperate in investigating and implementing the infrastructure required to 
export iron ore from Mayoko-Moussondji. 

Other than as disclosed above, at the date of this report there were no significant events occurring after 
balance date requiring disclosure. 
 
AUDITOR'S INDEPENDENCE DECLARATION 

Section 307C of the Corporations Act 2001 requires our auditors, Ernst & Young, to provide the directors of 
Equatorial Resources Limited with an Independence Declaration in relation to the review of the half year 
financial report.  This Independence Declaration is on page 22 and forms part of this Directors' Report.  

 
 
Signed in accordance with a resolution of the Directors. 

 
 
JOHN WELBORN 
Managing Director & CEO 
 
9 March 2011 
 
 
 
 
 

The information in this announcement that relates to Geophysical Exploration Results is based on information compiled by Mr Mathew 
Cooper (B.App.Sc (Geophysics) Hons.) of Resource Potentials Pty Ltd, who was engaged by Equatorial Resources Limited to provide 
geophysical consulting services. Mr Cooper is a member of The Australian Institute of Geoscientists and has sufficient experience which 
is relevant to the style of mineralization and type of deposit under consideration and to the activity which he is undertaking to qualify as 
a Competent Person as defined in the 2004 Edition of the Australasian Code for Reporting of Exploration Results, Mineral Resources 
and Ore Reserves. Mr Cooper consents to the inclusion in the report of the matters based on his information in the form and context in 
which it appears. 

The information in this report that relates to Exploration Results, other than Geophysical Exploration Results, is based on information 
compiled by Mr Peter Woodman, who is a member of the Australian Institute of Mining and Metallurgy. Mr Woodman is a Director of 
Equatorial Resources Limited. Mr Woodman has sufficient experience, which is relevant to the style of  mineralisation and type of 
deposit under consideration and to the activity, which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition 
of the ‘Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves’. Mr Woodman consents to the 
inclusion in the report of the matters based on his information in the form and context in which it appears. 
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In accordance with a resolution of the Directors of Equatorial Resources Limited, I state that: 

In the opinion of the Directors: 

(a) the attached financial statements and notes thereto are in accordance with the Corporations Act 2001, 
including:  

(i) Giving a true and fair view of the financial position as at 31 December 2010 and the 
performance for the half-year ended on that date of the Consolidated Entity. 

(ii) Complying with Accounting Standard AASB134 Interim Financial Reporting and the 
Corporations Regulations 2001. 

(b) 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 

 
 
JOHN WELBORN 
Managing Director & CEO 
 
9 March 2011 
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 Note Half Year Ended 
31 December 2010 

$ 

Half Year Ended 
31 December 2009

$ 

Continuing operations   

Revenue 3(a)              173,957  7,055

Other income 3(b) - 35,868

Exploration and evaluation expenses           (1,754,332) -

Corporate expenses           (1,127,369) (303,269)

Administrative expenses              (533,958) (39,844)

Business development expenses               (81,592) (63,021)

Finance costs                 (9,835) (1,123)

Other expenses 3(c)              (44,540) (22)

Loss before income tax           (3,377,669) (364,356)

Income tax expense  - -

Loss after tax from continuing operations           (3,377,669) (364,356)

Profit/(loss) after tax from discontinued operation 8(a)           2,491,976  (566,428)

Loss for the period           (885,693) (930,784)

Loss attributable to members of Equatorial 
Resources Limited           (885,693) (930,784)

   

Other comprehensive income   

Exchange differences on translation of foreign 
operations  (4,683) 550,421

Exchange differences relating to discontinued 
operation taken to statement of comprehensive 
income 8(b) (1,463,555) -

Net realised loss on available for sale financial 
assets taken to statement of comprehensive 
income  - (11,700)

Other comprehensive income/(loss) for the period  (1,468,238) 538,721

Total comprehensive loss for the period, net of 
tax  (2,353,931) (392,063)

Total comprehensive loss attributable to 
members of Equatorial Resources Limited  (2,353,931) (392,063)

   

Earnings per share   

Basic and diluted loss per share from continuing 
and discontinued operations (cents per share)  (1.34) (4.02)

Basic and diluted loss per share from continuing 
operations (cents per share)  (5.12) (1.58)

 
The above Consolidated Statement of Comprehensive Income should 

be read in conjunction with the accompanying notes. 
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Note 

31 December 2010 
$ 

30 June 2010 
$ 

  

ASSETS  

Current Assets  

Cash and cash equivalents  27,329,979  591,428

Trade and other receivables                   185,718  24,526

Total Current Assets               27,515,697  615,954

  

Non-Current Assets  

Exploration and evaluation assets 4               7,243,893  -

Plant and equipment                   771,253 2,715

Other assets  - 3,760,454

Total Non-current Assets                8,015,146  3,763,169

  

TOTAL ASSETS               35,530,843  4,379,123

  

LIABILITIES  

Current Liabilities  

Trade and other payables                   399,500  790,046

Interest bearing loans  - 500,000

Provisions                     16,411  -

Total Current Liabilities                   415,911  1,290,046

  

TOTAL LIABILITIES                   415,911 1,290,046

  

NET ASSETS               35,114,932  3,089,077

  

EQUITY  

Contributed equity 5 103,978,930 72,856,513

Reserves 6 4,289,186 2,500,055

Accumulated losses  (73,153,184) (72,267,491)

  

TOTAL EQUITY    35,114,932 3,089,077

 
The above Consolidated Statement of Financial Position should 

be read in conjunction with the accompanying notes. 



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
FOR THE HALF YEAR ENDED 31 DECEMBER 2010 
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Ordinary 
Shares 

Investments 
Available-
For-Sale 
Reserve  

Option 
Premium 
Reserve 

Foreign 
Currency 

Translation 
Reserve 

Accumulated 
Losses 

Total 
Equity 

 $ $ $ $ $ $ 
  
Balance at 1 July 2010 72,856,513 - 1,036,500 1,463,555 (72,267,491) 3,089,077 
Net loss for the period - - - - (885,693) (885,693) 
Exchange differences on translation of foreign 
operations - - - (4,683) - (4,683) 
Exchange differences relating to discontinued 
operation taken to statement of comprehensive 
income - - - (1,463,555) - (1,463,555) 

Total comprehensive loss for the period - - - (1,468,238) (885,693) (2,353,931) 
  
Transactions with owners recorded directly 
in equity  
Share placements 30,679,600 - - - - 30,679,600 
Share issue costs (cash) (1,397,395) - - - - (1,397,395) 
Share issue costs (non-cash) (1,737,013) - 1,737,013 - - - 
Exercise of options 189,225 -        (51,600) - -   137,625  
Share based payments 3,388,000 -  1,571,956 - - 4,959,956 

Balance at 31 December 2010  103,978,930 - 4,293,869 (4,683) (73,153,184) 35,114,932 

 

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes. 
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FOR THE HALF YEAR ENDED 31 DECEMBER 2010 
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Ordinary 
Shares 

Investments 
Available-
For-Sale 
Reserve  

Option 
Premium 
Reserve 

Foreign 
Currency 

Translation 
Reserve 

Accumulated 
Losses 

Total 
Equity 

 $ $ $ $ $ $ 
       
Balance at 1 July 2009 68,768,666 11,700 1,387,018 1,526,848 (71,579,714) 114,518 
Net loss for the period - - - - (930,784) (930,784) 
Exchange differences on translation of foreign 
operations - - - 550,421 - 550,421 
Net realised loss on available for sale financial 
assets taken to statement of comprehensive 
income - (11,700) - - - (11,700) 

Total comprehensive loss for the period - (11,700) - 550,421 (930,784) (392,063) 
  
Transactions with owners recorded directly 
in equity  
Rights issue 1,655,642 - - - - 1,655,642 
Share placements 1,000,000 - - - - 1,000,000 
Share issue costs (144,950) - - - - (144,950) 
Share based payments - - 33,883 - - 33,883 

 
Balance at 31 December 2009 71,279,358 - 1,420,901 2,077,269 (72,510,498) 2,267,030 

 

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes. 
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Note 

Half Year Ended 
31 December 

2010 
$ 

Half Year Ended 
31 December 

2009 
$ 

   

Cash flows from operating activities   

Payments to suppliers and employees           (1,878,726) (571,709)

Management fees received  - 12,000

Interest received            93,059 7,055

Interest paid  (9,835)  (1,123)

Net cash outflow from operating activities           (1,795,502) (553,777)

   

Cash flows from investing activities   

Payments for plant and equipment           (821,618)  -

Purchase of exploration and evaluation assets 7          (471,505) -

Net cash inflow on disposal of discontinued operation 8(c) 1,028,421 -

Proceeds on sale of plant and equipment  - 3,655

Proceeds on sale of available for sale financial assets  - 18,800

Net cash inflow/(outflow) from investing activities         (264,702) 22,455

   

Cash flows from financing activities   

Proceeds from issue of shares        30,817,225  2,655,642

Payments for share issue costs         (1,405,161) (131,318)

Proceeds from borrowings            100,000  -

Repayment of borrowings           (600,000) -

Net cash inflow from financing activities        28,912,064 2,524,324

   

Net increase/(decrease) in cash and cash equivalents 
held 

 
      26,851,860  1,993,002

Cash and cash equivalents at the beginning of the half 
year 

 
          591,428  315,780

Net foreign exchange differences           (113,309) -

Cash and cash equivalents at the end of the half 
year 

 
      27,329,979  2,308,782

 
The above Consolidated Statement of Cash Flows 

should be read in conjunction with the accompanying notes. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

This general purpose financial report for the interim half year reporting period ended 31 December 2010 has 
been prepared in accordance with Accounting Standard AASB 134 Interim Financial Reporting and the 
Corporations Act 2001. 

This interim 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 report of Equatorial Resources 
Limited for the year ended 30 June 2010 and any public announcements made by Equatorial Resources 
Limited and its controlled entities during the interim reporting period in accordance with the continuous 
disclosure requirements of the Corporations Act 2001. 

(a) Basis of Preparation of Half Year Financial Report 

The condensed financial statements have been prepared on the basis of historical cost, except for the 
revaluation of certain assets and financial instruments.  Cost is based on the fair values of the consideration 
given in exchange for assets.  All amounts are presented in Australian dollars. 

The accounting policies and methods of computation adopted in the preparation of the half year financial 
report are consistent with those adopted and disclosed in the company's annual financial report for the year 
ended 30 June 2010, other than as detailed below. 

In the current year, the Group has adopted all of the new and revised Standards and Interpretations issued 
by the Australian Accounting Standards Board (the AASB) that are relevant to its operations and effective for 
annual reporting periods beginning on or after 1 July 2010.  The adoption of these new and revised 
standards has not resulted in any significant changes to the Group's accounting policies or to the amounts 
reported for the current or prior periods. 

2. SEGMENT INFORMATION 

The Consolidated Entity operates in one segment, being mineral exploration. This is the basis on which 
internal reports are provided to the Directors for assessing performance and determining the allocation of 
resources within the Consolidated Entity. 
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Note 

31 December 
2010 

$ 

31 December 
2009 

$ 

3. REVENUES AND EXPENSES  

(a) Revenue  

Interest revenue              173,957  7,055
    

(b) Other Income  

Foreign exchange gains - 23,818

Other income - 12,050

 - 35,868
    

(c) Other Expenses  

Foreign exchange losses              (44,540) -

Loss on sale of property, plant and equipment - (22)

              (44,540) (22)
    

(d) Share-Based Payments Expense  

Share-based payments included in exploration and 
evaluation expenses (743,670) -

Share-based payments included in corporate expenses (828,286) (33,883)

 (1,571,956) (33,883)

 
4. EXPLORATION AND EVALUATION ASSETS 

 

(a) Movement in exploration and evaluation assets  

Carrying amount at 1 July - -

Additions 7 7,244,599 -

Exchange differences on translation of foreign subsidiaries             (706) -

Carrying amount at 31 December1          7,243,893 -
    

Notes: 
1 The ultimate recoupment of costs carried for exploration and evaluation phases is dependent on the successful development 

and commercial exploitation or sale of the respective areas. 
 
 
 

 
 

Note 

31 December 
2010 

$ 

30 June  
2010 

$ 

5. CONTRIBUTED EQUITY   

(a) Issued and Unissued Capital  

86,267,922 (30 June 2010: 49,512,922) fully paid ordinary 
shares 103,098,930 72,856,513

2,000,000 (30 June 2010: nil) unissued milestone shares1 880,000 -

 103,978,930 72,856,513
 
Notes: 
1 As part consideration for the acquisition of Congo Mining Limited SARL, the Company agreed to issue 2,000,000 ordinary shares to 

the vendors no later than 45 days after Equatorial makes an announcement to the ASX of the discovery of a 100Mt Mineral 
Resource. 
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(b) Movements in fully paid ordinary shares during the past six months 
 

Date Details 
Number of 

Shares 
Issue Price  

$ $ 

1 July 2010 Opening Balance 49,512,922 - 72,856,513

31 August 2010 Share placement   10,000,000 0.25  2,500,000 

31 August 2010 Vendor shares   5,700,000 0.44     2,508,000 

5 October 2010 Share placement 9,780,000 0.82  8,019,600 

10 December 2010 Share placement 11,200,000 1.80  20,160,000 

24 December 2010 Exercise of unlisted options         75,000 1.835  137,625 

24 December 2010 Transfer from option reserve - - 51,600

 Share issue expenses - -   (3,134,408) 

31 December 2010 Closing Balance      86,267,922  103,098,930 

6. RESERVES 

 

 

 
 

Note 

31 December 
2010 

$ 

30 June  
2010 

$ 

(a) Reserves  

Option premium reserve 6(b)  4,293,869  1,036,500

Foreign currency translation reserve            (4,683) 1,463,555

 4,289,186 2,500,055

(b) Movements in options during the past six months 
 

Date Details 
Number of 

Options 
 

A$ 

1 July 2010 Opening Balance 725,000 1,036,500

6 September 2010 Grant of $0.25 incentive options  2,500,000 596,709 

6 September 2010 Grant of $0.40 incentive options  3,950,000 639,960 

6 September 2010 Grant of $0.60 incentive options  3,950,000 335,287 

24 December 2010 Exercise of incentive options (75,000) (51,600) 

 Other share-based payments1 - 1,737,013

31 December 2010 Closing Balance 11,050,000 4,293,869

 
 
Notes: 
1 As part of the costs of a share placement completed during the half year, the Company agreed to issue 586,800 unlisted options 

exercisable at $0.82 on or before 5 October 2012. These options were issued subsequent to the end of the half year. 
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7. ACQUISITION OF CONTROLLED ENTITY 

On 31 August 2010, Equatorial acquired 100% of Congo Mining Limited SARL (“CML”). The only assets of 
CML at the time of the acquisition were two highly prospective exploration licences located in Congo-
Brazzaville. Accordingly, the transaction was treated as an asset acquisition. The total cost of the acquisition 
was $7,148,454 and comprised an issue of equity instruments and cash as follows:   

 
(i) US$3,200,000 (A$3,760,454) cash; 
 
(ii) 5,700,000 vendor shares with a fair value of $2,508,000, based on the quoted price of the ordinary 

shares of Equatorial at the acquisition date; and 
 
(iii) 2,000,000 milestone shares to be issued not later than 45 days after Equatorial makes an 

announcement to the ASX of the discovery of a 100Mt Mineral Resource (“100Mt Resource 
Milestone”), with a fair value of $880,000, based on the quoted price of the ordinary shares of 
Equatorial at the acquisition date. 

 

 

Fair values 
on acquisition

$
  

Exploration and evaluation assets 7,244,599

Trade and other payables (96,145)

Net assets acquired 7,148,454
  

Costs of the acquisition: 

US$3,200,000 cash 3,760,454

5,700,000 ordinary shares    2,508,000

2,000,000 milestone shares1 880,000

Total cost of the acquisition 7,148,454
  

Net cash outflow on acquisition: 

Cash paid during year ended 30 June 2010 (3,288,949)

Cash paid during half year ended 31 December 2010 (471,505)

Net cash outflow (3,760,454)

Notes:  
 
1 The acquisition date fair value of the milestone shares has been determined to be $880,000, as management believe that it is 

probable that the 100Mt Resource Milestone will be satisfied, based on the Company’s previously announced exploration target 
(refer ASX release dated 30 November 2010). As such the quoted price of the ordinary shares of Equatorial at the acquisition date 
has been applied to 100% of the milestone shares.  
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8. DISCONTINUED OPERATION 

During the half-year, the Company entered into a settlement agreement with PT. Mega Coal Indomine 
(“Mega Coal”) regarding historical disputes relating to coal assets previously held by the Company in 
Indonesia.  

The Company received US$1,000,000 from Mega Coal as a settlement payment, which represents a 
payment, net of all collection fees and charges, in full and final settlement of all disputes in relation to the 
Company’s historical Indonesian operations.  

Equatorial has executed a settlement agreement with Mega Coal accepting this payment as full and final 
settlement of all disputes between the Company and Mega Coal in relation to Equatorial’s historical 
operations in Indonesia. The Company now intends, as soon as practicably possible, to liquidate the relevant 
subsidiary companies. 
 
 Note 31 December 

2010 
$ 

31 December 
2009 

$ 

(a) Results of discontinued operation  

Other income 1,028,421 10,717

Expenses - (577,145)

Results from operating activities 1,028,421 (566,428)

Income tax expense - -

Results after tax from operating activities 1,028,421 (566,428)

Profit on disposal of discontinued operation 8(b) 1,463,555 -

Profit/(loss) after tax from discontinued operation 2,491,976 (566,428)

 

 
31 December 2010

$ 

(b) Profit on disposal of discontinued operation  

Consideration received: 

Settlement proceeds received in cash 1,028,500

Total value of consideration received on disposal 1,028,500

Net assets relinquished: 

Cash and cash equivalents 79

Refundable deposits 1,028,421

Total value of assets relinquished 1,028,500

Foreign currency translation reserve taken to statement of comprehensive income (1,463,555)

Profit on disposal of discontinued operation 1,463,555 

 

(c) Net cash flow on disposal of discontinued operation  

Settlement proceeds received in cash 1,028,500

Cash relinquished on disposal of discontinued operations (79)

Net cash inflow on disposal of discontinued operation 1,028,421
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9. CONTINGENT ASSETS AND LIABILITIES 

As disclosed on Note 8, during the half-year, the Company entered into a settlement agreement with Mega 
Coal regarding historical disputes relating to coal assets previously held by the Company in Indonesia.  

The Company received a settlement payment of US$1,000,000 from Mega Coal, which represents a 
payment, net of all collection fees and charges, in full and final settlement of all disputes in relation to the 
Company’s historical Indonesian operations. 

Equatorial has executed a settlement agreement with Mega Coal accepting this payment as full and final 
settlement and resolving all outstanding issues between the Company and Mega Coal in relation to 
Equatorial’s historical operations in Indonesia. The Company now intends, as soon as practicably possible, 
to liquidate the relevant subsidiary companies. 

Equatorial has been seeking a resolution of outstanding matters relating to Mega Coal since January 2009. 
All available avenues of recovering funds due to the Company from Mega Coal have been exhaustively 
explored with no previous success. 

10. DIVIDENDS PAID OR PROVIDED FOR 

No dividend has been paid or provided for during the half year (2009: nil). 

11. SUBSEQUENT EVENTS AFTER BALANCE DATE 

(i) On 25 January 2011, the Company completed the second tranche of a placement of 14,200,000 
shares to raise $25,560,000 before costs, consisting of 3,000,000 shares at an issue price of $1.80 
per share; 

(ii) On 28 January 2011, the Company announced the results from an airborne geophysics survey 
completed at Badondo which identified magnetic anomalies with a combined strike length in excess of 
22km with the potential for significant iron mineralisation; and 

(iii) On 4 February 2011, the Company announced that it had signed a Memorandum of Understanding 
(“Protocole d’Accord”) with the Port Authority of Pointe-Noire (“PAPN”) in which Equatorial and the 
PAPN have undertaken to cooperate in investigating and implementing the infrastructure required to 
export iron ore from Mayoko-Moussondji. 

Other than as disclosed above, at the date of this report there were no significant events occurring after 
balance date requiring disclosure. 
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Auditor’s Independence Declaration to the Directors of Equatorial 
Resources Ltd 
 
In relation to our review of the financial report of Equatorial Resources Ltd for the half-year ended 31 
December 2010, to the best of my knowledge and belief, there have been no contraventions of the 
auditor independence requirements of the Corporations Act 2001 or any applicable code of professional 
conduct. 
 
 
 
 
 
Ernst & Young 
 
 

 
 
Peter McIver  
Partner 
Perth 
9 March 2011 
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To the members of Equatorial Resources Ltd 

Report on the Half-Year Financial Report 

We have reviewed the accompanying half-year financial report of Equatorial Resources Ltd, which 
comprises the statement of financial position as at 31 December 2010, the statement of comprehensive 
income, statement of changes in equity and statement of cash flows for the half-year ended on that date, 
notes comprising a summary of significant accounting policies  of the consolidated entity comprising the 
company and the entities it controlled at the half-year end or from time to time during the half-year. 

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 controls as the directors determine are 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 half-year financial report based on our review. We 
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review 
of Interim and Other Financial Reports 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 consolidated entity’s financial position as at 31 December 2010 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 Equatorial 
Resources Ltd and the entities it controlled during the half-year, ASRE 2410 requires that we comply with 
the ethical requirements relevant to the audit of the annual financial report.  

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and 
consequently does not enable us to obtain assurance that we would become aware of all significant 
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.  

Independence 

In conducting our review, we have complied with the independence requirements of the Corporations Act 
2001.  We have given to the directors of the company a written Auditor’s Independence Declaration, a 
copy of which is included in the Directors’ Report.  
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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 Equatorial Resources Ltd 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 31 December 2010 and 
of its performance for the half-year ended on that date; and 

b) complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations 
Regulations 2001. 

 
 
 
 
 
Ernst & Young 
 

 
 
Peter McIver 
Partner 
Perth 
9 March 2011 
 


