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DIRECTORS’ REPORT
The Directors of Equatorial Resources Limited present the consolidated financial report of Equatorial Resources Limited (“Company”
or “Equatorial” or “EQX”) and the entities it controlled during the half year ended 31 December 2011 (“Consolidated Entity” or
“Group”).

DIRECTORS
The names of the Company's directors in office at any time during the half year and until the date of this report are set out below.
Directors were in office for the entire period covered by this report unless otherwise stated.

Current Directors
Mr Ian Middlemas – Chairman
Mr John Welborn – Managing Director and Chief Executive Officer
Mr Peter Woodman – Non-Executive Director
Mr Mark Pearce – Non-Executive Director

REVIEW OF OPERATIONS
During the half year, the Company accelerated the exploration and development of its two 100% owned, potentially large-scale iron
projects in the Republic of Congo (“ROC”). The decision to accelerate activity was a result of the significant exploration success to
date at both projects driven in particular by geophysical and early stage geological discoveries.

At the Mayoko-Moussondji Iron Project (“Mayoko-Moussondji”) the Company added two further drill rigs under contract with Wallis
Drilling of Australia, completed the acquisition and commissioning of a full fleet of heavy equipment, completed the construction of
world-class camp facilities, and ordered an independently operated on-site preparatory lab aimed to greatly reduce assay lead times
and assay costs. Assay results received from the first holes drilled at Mayoko-Moussondji have confirmed the potential for the project
to host direct shipping ore (“DSO”) and easily upgradable hematite.

Equatorial also continued to make rapid progress in relation to the rail and port transport infrastructure servicing Mayoko-Moussondji by
completing rail and port studies in partnership with the relevant government authorities in ROC. Equatorial is a regular user of the
railway line that intersects Mayoko-Moussondji and leads directly to the port of Pointe-Noire, using the rail for the transport of
equipment and personnel to and from its exploration site.

During the period Equatorial was successfully granted two new prospecting permits adjacent to Mayoko-Moussondji in the ROC.
Equatorial now has the potential to control the largest footprint for iron in the ROC with total land coverage of more than 4,500km²
across four iron permits.

The acceleration of activities also occurred at Equatorial’s Badondo Iron Project (“Badondo”) in the north of the ROC with the
completion of a detailed mapping program throughout the tenement by SRK Consulting (“SRK Perth”), the construction of base camps
and helicopter landing zones and the acquisition and commissioning of a purpose built helicopter portable diamond drill rig. Drilling is
planned to commence at Badondo in the first half of 2012.

Mayoko-Moussondji Iron Project
The Mayoko-Moussondji Iron Project (“Mayoko-Moussondji”) is located in the Department of Niari in the South West region of ROC and
covers a total of 1,000km². The project hosts an Exploration Target of 2.3 to 3.9 billion tonnes* of iron mineralisation at an expected
grade of 30% to 65% Fe. An operational bulk haulage railway line intersects the project area and connects it to the established deep-
water port at Pointe-Noire. The Company is focused on identifying shallow hematite iron mineralisation with the potential to host DSO
and high grade hematite that can be easily upgraded into a premium iron product at Mayoko-Moussondji and the subsequent
development of production utilising the existing transport infrastructure.

*
Exploration Target: The estimates of exploration target sizes mentioned in this report 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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DIRECTORS’ REPORT
(continued)

REVIEW OF OPERATIONS

Mayoko-Moussondji Iron Project (continued)

Exploration Program
Equatorial’s current exploration strategy at Mayoko-Moussondji is to identify shallow hematite iron mineralisation with the potential to
host DSO and high grade hematite that can be easily upgraded into a premium iron product. Drilling to date has been focused on the
Makengui Prospect (“Makengui”) which was identified by a detailed airborne magnetic survey at Mayoko-Moussondji. Makengui is
12km long, up to 2km wide and lies 500m from an existing, operational bulk haulage railway line (see Figure 1).

Diamond drilling commenced at Makengui in April 2011 with one diamond drill rig contracted by Partners Drilling International (“PDI”)
and was accelerated during the half year with the addition of two further drill rigs (one multi-purpose reverse circulation (“RC”) and
diamond drill rig and one specialist diamond drill rig) contracted by Wallis Drilling Pty Limited (“Wallis”).

The current drilling program at Makengui will comprise approximately 33,000 metres of drilling and is expected to be completed during
2012. The Company has the option to extend the drilling campaign by a further 40,000m. As at the end of December 2011 a total of
8,849 metres of diamond and RC drilling in 54 holes had been completed over a section of Makengui of approximately 5km in length.

Equatorial has contracted SGS Mineral Services (“SGS”) to provide assay services to the Company and to procure and run an onsite
sample preparation laboratory at Mayoko-Moussondji. The laboratory will be the first of its kind in the Mayoko region and is expected to
be commissioned in March 2012.

Figure 1: Drill Hole Location Plan
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DIRECTORS’ REPORT
(continued)

REVIEW OF OPERATIONS

Mayoko-Moussondji Iron Project (continued)

First Assay Results
Assay results received from the first holes drilled at the Mayoko-Moussondji Iron Project confirmed the potential for the Makengui
Prospect to host DSO and high grade hematite that can be easily upgraded into a premium iron product and confirmed the Company’s
geological model at Makengui whereby well-developed enriched hematite caps with the potential to host DSO overlaying significant
magnetite BIF mineralisation.

Figure 2: Cross Section 247600E

Significant Downhole intersections from the initial assay results include:
 19m at 60% Fe from surface in MMKDD003; as part of 39m at 55% Fe from surface;
 12m at 59% Fe from surface in MMKDD004;
 38m at 44% Fe from 12m in MMKDD004;
 41m at 44% Fe from surface in MMKDD007;
 82m at 33% Fe from 141m in MMKDD002; and
 50m at 38% Fe from 93m MMKDD004.

These initial results have confirmed the following:
 Makengui hosts enriched hematite of DSO quality and grade;
 Deleterious elements are not in significant concentrations in either the enriched hematite or fresh magnetite;
 Two magnetite BIF zones overlain by enriched hematite caps have been identified at Makengui over a strike length of

over 1km and remain open to the northeast and southwest;
 Enriched hematite extends from the surface to depths of over 60m and is over 150m wide; and
 Enriched hematite is not confined to topographic highs along the Makengui ridge.

Table 1: DSO Intersections
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DIRECTORS’ REPORT
(continued)

REVIEW OF OPERATIONS

Mayoko-Moussondji Iron Project (continued)

Geophysical Surveys

Planning for a ground resistivity and magnetics program has been completed, and the program is expected to commence shortly. The
initial program will consist of 6 traverses across the Makengui prospect and is designed to aid the targeting of drill holes into the more
prospective areas of hematite mineralisation. The resistivity method has proved very successful at the Zanaga iron ore project in the
ROC, which has similar mineralisation to Mayoko.

If the trial is successful, a full survey of 800m spaced traverses will immediately follow the trial survey over the entire Makengui
prospect.

Metallurgical Program

Highly experienced iron ore consultant Dr John Clout has been engaged as a Metallurgical Consultant. The Principal of John Clout and
Associates, Dr Clout has over 19 years of experience in iron ore characterisation, beneficiation, process plant flowsheet design,
sintering, lump quality for the blast furnace, pelletising as well as iron ore technical marketing. Dr Clout has worked for the CSIRO
conducting industry-focused projects and more recently played a leading role in the development of Fortescue Metals Group as Head
of Resource Strategy and General Manager R & D. Dr Clout is well known to many steel mills in Asia and elsewhere, particularly in
China where he has had a heavy involvement in iron ore product and sintering technology development over the last 19 years.

Davis Tube Recovery testing of an initial batch of 33 composite magnetite samples from the Makengui prospect has commenced at
SGS Lakefield Oretest (“SGS Lakefield”) in Perth Australia, with results pending in 2012.

Testing has also commenced on a batch of 3 bulk samples of colluvial hematite mineralisation from the Makengui prospect at SGS
Lakefield, with initial results expected in March 2012.

A large diameter metallurgical diamond drill hole is planned for completion at the Makengui prospect in January 2012. This hole will
collect in situ hematite mineralisation for initial beneficiation testing at SGS Lakefield.

Rail and Port Infrastructure Advances
During the half year Equatorial made significant advances over the rail and transport infrastructure solutions for Mayoko-Moussondji by
completing detailed rail and port feasibility studies and signing a rail financing agreement with the government rail authority in ROC.
The Company plans to continue its rapid advancement of rail and port infrastructure solutions for Mayoko-Moussondji
contemporaneous to the geological exploration activities on the ground.

Rail Engineering Study
Upon completion of an initial Railway Engineering Study in partnership with the government rail authority (“CFCO”), Equatorial
commissioned R&H Railway Consultants (Pty) Ltd (“R&H”) from South Africa to conduct a critical review of the study and to design an
Operations Blueprint outlining key parameters for commercial bulk commodity transport from Mayoko to Pointe-Noire.

At Equatorial’s request, R&H assessed the transport of 5mpta and advised this can be achieved using 8 dedicated daily ore trains
operating 350 days per annum. The recommended train configuration is 38 wagons with two locomotives resulting in a payload of
1,748 tonnes per train based on a 15t axle load.

This proposed schedule allows for continuous track maintenance and the provision of a daily goods train conveying fuel, parts and
equipment to Mayoko. The schedule would necessitate the use of crossing loops at 30km intervals, including approximately 5 to 7
minutes for passing of trains provided that section throughput times are relatively equal.

The locomotives required by Equatorial and recommended by R&H for the intended operations are available from a number of
international suppliers with lead times of a maximum of 18 months. Wagons are also readily available and are estimated to have lead
times of a maximum of 12 months.
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DIRECTORS’ REPORT
(continued)

REVIEW AND RESULTS OF OPERATIONS

Mayoko-Moussondji Iron Project (continued)

Image 1: Rail Transport of Equatorial equipment to Mayoko

Rail Funding Agreement
Following the completion of the Rail Engineering Study, Equatorial signed an agreement with the CFCO that detailed the terms on
which Equatorial will invest to refurbish the railway line and outlined the responsibilities of the parties in relation to commercial
transport. The agreement signed between the parties is in the form of a “Protocol d’Accord” (Memorandum of Understanding) and
comes under the jurisdiction of the Commercial Court of Pointe-Noire in the ROC.

The key terms of the agreement are:

 CFCO and Equatorial will cooperate to conduct a Definitive Feasibility Study (“DFS”) of the railway analysing the capital
required and the operating parameters for the transport of iron ore from Mayoko-Moussondji. The DFS will be funded by
Equatorial. The CFCO has undertaken to make available the necessary information and non-financial resources to carry out
the study.

 The railway DFS will accurately identify the works and costs required to upgrade and maintain the railway line. The DFS will
also identify the parameters and terms of a Tariff Agreement or “Contrat Commercial” to be signed between Equatorial and
CFCO, as contemplated in the Memorandum of Understanding of 23 September 2010 between the parties.

 Equatorial will pre-finance the required upgrades to the railway line as identified in a detailed Work Program that will be
defined in the railway DFS. CFCO agrees that the capital cost of any work approved by the CFCO and financed by Equatorial
will be treated by CFCO as a prepayment made by Equatorial against any future rail transport charges.

 If Equatorial purchases locomotives, rolling stock or machinery to contribute to completion of the Work Program, CFCO
agrees that this equipment remains the property of Equatorial and agrees to contribute to the operation of this equipment
according to generally accepted technical and commercial provisions.

 The Tariff Agreement shall be concluded between CFCO and Equatorial before any pre-financing will occur.
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DIRECTORS’ REPORT
(continued)

REVIEW OF OPERATIONS

Mayoko-Moussondji Iron Project (continued)

Completion of Environmental and Scoping Baseline Studies

The Company has submitted a Sustainable Development Charter to the ROC Government and has been working closely with the
Ministry of Mines, Ministry of Forestry, the Ministry of Sustainable Development, Economic Forestry and Environment, departmental
authorities in Dolisie (or Niari region) as well as local community leaders and companies to ensure stakeholders are aware and
supportive of the Company’s development plans and that operations are carried out with transparency and respect for the various
stakeholder needs.

Equatorial has partnered with local environmental consulting firm EcoDurable to carry out environmental monitoring and management
during exploration, with permanent representatives now active on site at Mayoko. The Company awarded a tender to a joint bid by SRK
Consulting (UK) Ltd (“SRK”) and Genivar, including EcoDurable, for Scoping studies for the ESIA for the proposed mining project in the
coming months.

During the period SRK and Genivar have completed a detailed desktop study of the regional environment and prepared a preliminary
opportunities and constraints map.

During early October 2011, the consultant team conducted a 10 day site visit, including the proposed port site, rail corridor and mine
site, that lead to the preparation of a Stakeholder Engagement Plan and the ESIA Scoping Report. In addition to these key documents,
the team prepared detailed Terms of Reference for the full environmental and social baseline study which was submitted to the ROC
Government for approval in early 2012.

Prior to submission, the Terms of Reference was disclosed and discussed with stakeholders through a public consultation process in
December 2011, to ensure that all relevant issues of concern were included in the Baseline studies. Detailed Baseline studies will
commence as soon as the Terms of Reference are approved by the Government.

Badondo Iron Project
The Badondo Iron Project (“Badondo”) is located in the Department of Sangha in the north-west region of ROC and covers a total of
998km². The project hosts an Exploration Target of 1.3 to 2.2 billion tonnes* of iron mineralisation at an expected grade of 30% to 65%
Fe. Badondo is located within an emerging hub of iron exploration projects that includes Sundance Resources’ Mbalam Project and
Core Mining’s Avima Project.

Figure 3: Project Location Plan for Badondo Iron Project
*

Exploration Target: The estimates of exploration target sizes mentioned in this report 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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DIRECTORS’ REPORT
(continued)

REVIEW OF OPERATIONS

Badondo Iron Project (continued)

Exploration Program
Equatorial has designed its exploration program at Badondo to utilise the latest mobile exploration techniques in order to conduct a
high impact, results driven and cost effective exploration campaign. During the half year the Company conducted a number of field
campaigns at Badondo and commenced with construction of base camps and helicopter landing zones throughout the key target
areas. This work set the foundation for the commencement of a detailed geological and structural mapping program by SRK Perth
which was carried out during November 2011. Results from the SRK Perth mapping program will be received during early 2012 and are
expected to lead to the definition of high priority drill targets at Badondo.

Maiden Drilling Campaign
During the period Equatorial finalised the acquisition of a 2100 helicopter transportable drill rig from EVH Drill Engineering Pty Ltd in
Perth, Australia for use during the Company’s maiden drilling campaign at Badondo. Construction of the drill rig was completed in
Australia towards the end of 2011 and was extensively tested prior to shipping. The Company has engaged the services of Wallis
Drilling under a drilling contract at Badondo, with drilling expected to commence in the first half of 2012.

Figure 4: Badondo Exploration Targets*

*
Exploration Target: The estimates of exploration target sizes mentioned in this report 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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DIRECTORS’ REPORT
(continued)

REVIEW OF OPERATIONS

Corporate
During the half year the Company acquired a 19.9% interest in African Iron Limited (“African Iron”).  Following shareholder approval
received in August 2011, the Company issued 11,380,631 shares in consideration for the purchase of 81,500,000 shares in African
Iron (at the rate of one Equatorial share for every 7.16 African Iron shares).

In January 2012, Exxaro Australia Iron Investments Pty Ltd, a wholly owned subsidiary of Exxaro Resources Limited (“Exxaro”),
announced all cash off-market takeover bids for all of African Iron’s ordinary shares and listed options. In February 2012, the Company
accepted the takeover offers by Exxaro in regards to the 99,400,000 listed shares and 22,075,061 listed options that it held in African
Iron. Acceptance of the offers will result in Equatorial receiving $64,825,773 in cash proceeds.

Following the rapid expansion of exploration activities at the Company’s projects, the Company had cash reserves of approximately
$41.4 million at 31 December 2011. With these reserves, and the receipt from Exarro’s offers, Equatorial’s cash position will increase
to more than $90 million. The Company is well placed to conduct its current planned activities on the Mayoko-Moussondji and Badondo
Iron Projects.

RESULTS OF OPERATIONS
The net loss of the Consolidated Entity for the half year ended 31 December 2011 was $12,888,924 (31 December 2010: $885,693).
Specifically, this loss is largely attributable to:

(i) Exploration and evaluation expenses of $10,932,645 (31 December 2010: $1,754,332), which is attributable to the Group’s
accounting policy of expensing exploration and evaluation expenditure incurred by the Group subsequent to the acquisition of
the rights to explore and up to the successful completion of definitive feasibility studies for each separate area of interest;

(ii) Corporate expenses of $1,858,231 (31 December 2010: $1,127,369), which includes expenses relating to the management of
an ASX listed company and expenses relating to the Group’s investor relations activities during the half year; and

(iii) Administration expenses of $1,253,360 (31 December 2010: $533,958), which results from the costs required to support the
Group’s aggressive exploration and development of the projects during the half year.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE
(i) On 11 January 2012, Exxaro Australia Iron Investments Pty Ltd (“Exxaro”) launched separate conditional off-market takeover

bids for the ordinary shares and listed options of African Iron (together “the Bids”). At the date of offer, the Company owned
99,400,000 ordinary shares and has since acquired 22,075,061 listed options in AKI. On 27 February 2012, the Company
accepted the Exxaro offer in regards to all its ordinary shares and options. The acceptance will realise $0.57 per ordinary share
and $0.37 per listed option resulting in a cash receipt of $64,825,773 and a profit before tax of $28,175,411 in relation to the
investment; and

(ii) On 15 February 2012, the Company issued 4,400,000 Performance Share Rights subject to various performance conditions to
be satisfied prior to relevant milestone or expiry dates between 31 December 2012 and 31 December 2015. The Performance
Rights were issued under the Equatorial Resources Employee and Contractor Performance Rights Plans that were approved by
shareholders at a General Meeting held on 25 January 2012.

Other than as outlined above, at the date of this report, there are no matters or circumstances, which have arisen since 31 December
2011 that have significantly affected or may significantly affect:

 the operations, in financial years subsequent to 31 December 2011, of the Consolidated Entity;
 the results of those operations, in financial years subsequent to 31 December 2011, of the Consolidated Entity; or
 the state of affairs, in financial years subsequent to 31 December 2011, of the Consolidated Entity.
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DIRECTORS’ REPORT
(continued)

AUDITOR'S INDEPENDENCE DECLARATION
The lead auditor's independence declaration for the half year ended 31 December 2011 has been received and can be found on page
11 of the Interim Financial Report.

Signed in accordance with a resolution of the directors.

JOHN WELBORN
Managing Director

Perth, 9 March 2012

The information in this announcement that relates to Geophysical Exploration Results is based on information compiled by Mr Mathew Cooper who is a member of The
Australian Institute of Geoscientists. Mr Cooper is Principal Geophysicist of Core Geophysics Pty Ltd who are consultants to Equatorial Resources Limited. Mr Cooper 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 Sean Halpin, who is a
member of the Australian Institute of Geoscientists. Mr Halpin is a full time employee of Equatorial Resources Limited. Mr Halpin 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 Halpin consents to the inclusion in the report of the matters
based on his information in the form and context in which it appears.



 
 

 

PM:MB:EQR:020  Liability limited by a scheme approved 
under Professional Standards Legislation 

 

 
 
 
 

 

Auditor’s Independence Declaration to the Directors of Equatorial 
Resources Limited 
 
In relation to our review of the financial report of Equatorial Resources Limited for the half-year ended 31 
December 2011, 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 2012 
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Notes Half Year ended
31 December

2011

Half Year ended
31 December

2010

$ $

Continuing operations

Revenue 3(a) 1,382,553 173,957

Other income 3(b) 33,591 -

Exploration and evaluation expenses (10,932,645) (1,754,332)

Corporate expenses (1,858,231) (1,127,369)

Administrative expenses (1,253,360) (533,958)

Business development expenses (7,421) (81,592)

Finance costs 4(a) (473) (9,835)

Other expenses 4(d) (252,938) (44,540)

Loss before tax (12,888,924) (3,377,669)

Income tax expense - -

Loss after tax from continuing operations (12,888,924) (3,377,669)

Profit after tax from discontinued operation - 2,491,976

Loss for the period (12,888,924) (885,693)

Loss attributable to members of Equatorial Resources
Limited (12,888,924) (885,693)

Other comprehensive income

Exchange differences arising on translation of foreign
operations (268,881) (4,683)

Exchange differences relating to discontinued operation taken
to profit after tax from discontinued operation - (1,463,555)

Net fair value gain on available for sale financial assets 6,583,133 -

Other comprehensive income/(loss) for the period, net of tax 6,314,252 (1,468,238)

Total comprehensive loss for the period (6,574,672) (2,353,931)

Total comprehensive loss attributable to members of
Equatorial Resources Limited (6,574,672) (2,353,931)

Earnings per share

Continuing and Discontinued Operations:

Basic and diluted loss per share (cents per share) (11.73) (1.34)

Continuing Operations:

Basic and diluted loss per share (cents per share) (11.73) (5.12)

The above Consolidated Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Notes 31 December 2011 30 June 2011
$ $

ASSETS

Current Assets

Cash and cash equivalents 5 41,394,143 56,246,310

Trade and other receivables 1,575,323 2,577,433

Other assets 144,902 87,244

Total Current Assets 43,114,368 58,910,987

Non-Current Assets

Available-for-sale financial assets 6 34,789,999 3,266,500

Property, plant and equipment 7 5,334,025 2,814,871

Exploration and evaluation assets 7,147,538 7,148,050

Intangible assets 163,705 -

Total Non-Current Assets 47,435,267 13,229,421

TOTAL ASSETS 90,549,635 72,140,408

LIABILITIES

Current Liabilities

Trade and other payables 2,356,914 1,967,152

Provisions 61,141 23,570

Total Current Liabilities 2,418,055 1,990,722

TOTAL LIABILITIES 2,418,055 1,990,722

NET ASSETS 88,131,580 70,149,686

EQUITY

Contributed equity 8(a) 168,589,321 143,940,782

Reserves 11,145,424 4,923,145

Accumulated losses (91,603,165) (78,714,241)

TOTAL EQUITY 88,131,580 70,149,686

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the half year ended 31 December  2011

Ordinary
Shares

Investments
Available-For-
Sale Reserve

Option
Premium
Reserve

Foreign
Currency

Translation
Reserve

Accumulated
Losses

Total
Equity

$ $ $ $ $ $

Balance at 1 July 2011 143,940,782 (216,002) 5,034,950 104,197 (78,714,241) 70,149,686
Net loss for the period - - - - (12,888,924) (12,888,924)
Other comprehensive income:
Exchange differences on translation of foreign operations - - - (268,881) - (268,881)
Net unrealised gain on available-for-sale financial assets - 6,583,133 - - - 6,583,133
Total comprehensive income/(loss) for the period - 6,583,133 - (268,881) (12,888,924) (6,574,672)

Transactions with owners recorded directly in equity
Share issue costs (Cash) (29,811) - - - - (29,811)
Exercise of options 1,043,350 - (501,600) - - 541,750
Share based payments - - 409,627 - - 409,627
Shares issued as consideration for shares in African Iron 23,635,000 - - - - 23,635,000
Balance at 31 December 2011 168,589,321 6,367,131 4,942,977 (164,684) (91,603,165) 88,131,580

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)
Other Comprehensive Income:
Exchange differences on translation of foreign operations - - - (4,683) - (4,683)
Exchange differences on discontinued operation taken to profit after tax
from discontinued operation - - - (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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Half Year ended
31 December

2011

Half Year ended
31 December

2010

$ $

CASH FLOWS FROM OPERATING ACTIVITIES

Payments to suppliers, employees and others (12,464,106) (1,878,726)

Interest paid (473) (9,835)

Interest received 1,501,959 93,059

Net Cash flows from Operating Activities (10,962,620) (1,795,502)

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for exploration and evaluation assets - (471,505)

Payments for property, plant and equipment (2,835,251) (821,618)

Payments for intangible assets (188,362) -

Net cash inflow on disposal of discontinued operation - 1,028,421

Payments for available-for-sale financial assets (1,405,366) -

Net Cash flows from Investing Activities (4,428,979) (264,702)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares 541,750 30,817,225

Payments for share issue costs (35,908) (1,405,161)

Proceeds from borrowings - 100,000

Repayment of borrowings - (600,000)

Net Cash flows from Financing Activities 505,842 28,912,064

Net increase/(decrease) in cash and cash equivalents (14,885,757) 26,851,860

Net foreign exchange differences 33,590 591,428

Cash and cash equivalents at beginning of period 56,246,310 (113,309)

CASH AND CASH EQUIVALENTS AT END OF PERIOD 41,394,143 27,329,979

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

This general purpose interim financial report for the half year reporting period ended 31 December 2011 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 2011 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
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 2011, 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 2011.  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

AASB 8 requires operating segments to be identified on the basis of internal reports about components of the Consolidated Entity that are regularly
reviewed by the chief operating decision maker in order to allocate resources to the segment and to assess its performance.

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.

3. REVENUE AND OTHER INCOME

31 December 2011 31 December 2010
$ $

(a) Revenue

Interest income 1,382,553 173,957

1,382,553 173,957

(b) Other Income

Net realised foreign exchange gains 33,591 -

33,591 -
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NOTES TO THE FINANCIAL STATEMENTS
for the half year ended 31 December 2011

(Continued)

4. EXPENSES

31 December 2011 31 December 2010
$ $

(a) Finance costs
Interest expense 473 9,835

(b) Depreciation and amortisation included in statement of
comprehensive income

Depreciation of plant and equipment 522,759 8,436
Amortisation of intangible assets 15,774 -

538,533 8,436

(c) Employee benefits expense
Wages and salaries 2,604,606 316,613
Superannuation costs 60,738 22,862
Share-based payments expense 409,627 1,571,956
Other 143,638 27,962

3,218,609 1,939,393

(d) Other Expenses
Net realised foreign exchange losses - 44,540
Withholding tax expense 252,938 -

252,938 44,540

5. CASH AND CASH EQUIVALENTS

31 December 2011 30 June 2011
$ $

Cash on Hand 2,572,143 14,167,012
Deposits at Call 38,822,000 42,079,298

41,394,143 56,246,310

6. AVAILABLE-FOR-SALE FINANCIAL ASSETS (NON-CURRENT)

31 December 2011 30 June 2011
$ $

At fair value:
Shares – Australian listed 34,789,999 3,266,500

34,789,999 3,266,500

(a) Listed Shares
Investment relates to 99,400,000 ordinary shares in African Iron Limited (ASX: AKI) (30 June 2011: 13,900,000).

The fair value of listed available for sale investments has been determined directly by reference to published quotations in an active market.

During the period the Company received shareholder approval to issue 11.4 million EQX ordinary shares at the rate of one share in
Equatorial for every 7.16 shares in African Iron Limited as off-market consideration for the purchase of 81.5 million shares in African Iron
Limited.  The Company subsequently acquired a further 4 million shares through on market purchases during the period.
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NOTES TO THE FINANCIAL STATEMENTS
for the half year ended 31 December 2011

(Continued)

7. PROPERTY, PLANT & EQUIPMENT

(a) Additions and Disposals
During the period there were $3,008,806 of additions to Property, Plant and Equipment (30 June 2011: $2,965,369) and no disposals of
Property, Plant and Equipment were made (30 June 2011: $16,837).

8. CONTRIBUTED EQUITY

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 Resources Ltd makes an announcement to the ASX of the discovery of a 100Mt
Mineral Resource.

(b) Movements in Ordinary Shares during the period were as follows:

Date Details
Number of

Ordinary Shares $

01 July 11 Opening balance 101,517,922 143,060,782

26 August 11 Issue of Shares for AKI Investment 11,380,631 23,635,000
01 July 11 –
31 December 2011 Exercise of options 1,450,000 541,750

01 July 11 –
31 December 2011 Share issue expenses - (29,811)

31 December 2011 Transfers from share based payment reserve - 501,600

31 December 11 Closing Balance 114,348,553 167,709,321

9. CONTINGENT ASSETS AND LIABILITIES

There have been no material changes to the commitments or contingencies disclosed in the most recent annual financial report of the Company.

31 December 2011 30 June 2011
Note $ $

At cost 7(a) 5,945,759 2,936,953
Accumulated depreciation and impairment (611,734) (122,082)

Net carrying amount 5,334,025 2,814,871

31 December 2011 30 June 2011
Note $ $

(a) Issued and Unissued Capital

114,348,553 (30 June 2011: 101,517,922) fully paid ordinary shares 8(b) 167,709,321 143,060,782
2,000,000 (30 June 2011: 2,000,000) unissued milestone shares1 880,000 880,000

168,589,321 143,940,782
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NOTES TO THE FINANCIAL STATEMENTS
for the half year ended 31 December 2011

(Continued)

10. EVENTS SUBSEQUENT TO BALANCE DATE

(i) On 11 January 2012, Exxaro Australia Iron Investments Pty Ltd (“Exxaro”) launched separate conditional off-market takeover bids for the
ordinary shares and listed options of African Iron (together “the Bids”). At the date of offer, the Company owned 99,400,000 ordinary shares and
has since acquired 22,075,061 listed options in AKI. On 27 February 2012, the Company accepted the Exxaro offer in regards to all its ordinary
shares and options. The acceptance will realise $0.57 per ordinary share and $0.37 per listed option resulting in a cash receipt of $64,825,773
and a profit before tax of $28,175,411 in relation to the investment; and

(ii) On 15 February 2012, the Company issued 4,400,000 Performance Share Rights subject to various performance conditions to be satisfied prior
to relevant milestone or expiry dates between 31 December 2012 and 31 December 2015. The Performance Rights were issued under the
Equatorial Resources Employee and Contractor Performance Rights Plans that were approved by shareholders at a General Meeting held on
25 January 2012.

Other than as outlined above, at the date of this report, there are no matters or circumstances, which have arisen since 31 December 2011 that have
significantly affected or may significantly affect:

 the operations, in financial years subsequent to 31 December 2011, of the Consolidated Entity;
 the results of those operations, in financial years subsequent to 31 December 2011, of the Consolidated Entity; or
 the state of affairs, in financial years subsequent to 31 December 2011, of the Consolidated Entity.
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DIRECTOR’S DECLARATION
In accordance with a resolution of the directors of Equatorial Resources Limited:

In the opinion of the directors:

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

(i) section 304 (compliance with accounting standards and the Corporations Regulations 2001) and;

(ii) section 305 (true and fair view); and

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

On behalf of the Board

JOHN WELBORN
Managing Director

Perth, 9 March 2012



 
 
 
 
 
 
 
 
 
 
 

PM:MB:EQ:019  Liability limited by a scheme approved 
under Professional Standards Legislation 

 

To the members of Equatorial Resources Limited 

Report on the Half-Year Financial Report 
We have reviewed the accompanying half-year financial report of Equatorial Resources Limited, which 
comprises the statement of financial position as at 31 December 2011, 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 and other explanatory information, and 
the directors’ declaration 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 a Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on 
the basis of the procedures described, we have become aware of any matter that makes us believe that 
the 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 2011 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 Limited 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 Limited is not in accordance with the 
Corporations Act 2001, including: 

a) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2011 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 2012 
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