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AUDITOR'S INDEPENDENCE DECLARATION  

 

 

As lead engagement partner for the audit of Breakaway Resources Limited and its controlled entities 

for the year ended 30 June 2008, I declare that, to the best of my knowledge and belief, there have 

been: 

 

(i) no contraventions of the independence requirements of the Corporations Act 2001 in relation to 

the audit; and 

 

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

 

 

 

 

 

 

PKF 

Chartered Accountants 

 

 

 

 

 

 

Neil Smith 

Partner 

 

 

 

 

Dated at Perth, Western Australia this 25
th
 day of September 2008. 

 

 

 



 

BREAKAWAY RESOURCES LIMITED 2008 FINANCIAL REPORT 19 

BALANCE SHEET AS AT 30 JUNE 2008 

 

  Note  Consolidated  The Company  

   2008 2007 2008 2007 

   $’000 $’000 $’000 $’000 

 Current Assets      

 Cash and cash equivalents  7 8,507 18,483 8,436 18,422 

 Trade and other receivables  8 365 528 365 528 

 Prepayments 9 - - - - 

       
 Total Current Assets   8,872 19,011 8,801 18,950 

       

 Non Current Assets       

 Trade and other receivable  8 226 745 186 704 

 Other financial assets 10 - - 32,727 27,952 

 Property, plant and equipment  11 709 788 680 756 

 

Exploration, evaluation and development 

expenditure 12 32,677 25,033 4,700 1,744 

 Available for sale financial assets  13 187 67 187 67 

 Deferred tax assets 6 9,808 7,236 1,416 628 

       
 Total Non Current Assets   43,607 33,869 39,896 31,851 

       
 Total Assets   52,479 52,880 48,697 50,801 

       
 Current Liabilities       

 Trade and other  payables  14 1,722 955 1,722 955 

 Loans and borrowings  15 - 37 - 37 

 Provisions 16 98 87 98 87 

       
 Total Current Liabilities   1,820 1,079 1,820 1,079 

       
 Non Current Liabilities       

 Loans and borrowings 15 9,461 7,881 9,461 7,881 

 Deferred tax liability 6 9,808 7,236 1,416 628 

 Provisions 16 625 623 255 253 

       
 Total Non Current Liabilities   19,894 15,740 11,132 8,762 

 Total Liabilities   21,714 16,819 12,952 9,841 

 NET ASSETS   30,765 36,061 35,745 40,960 

       
 Equity      

 Issued capital  17 77,390 77,184 77,390 77,184 

 Converting note 18 2,731 2,731 2,731 2,731 

 Reserves 19 897 542 897 542 

 Accumulated losses 20 (50,253) (44,396) (45,273) (39,497) 

       
 TOTAL EQUITY    30,765 36,061 35,745 40,960 

The balance sheet should be read in conjunction with the accompanying notes 
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INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 

 

  Note  Consolidated  The Company  

   2008 2007 2008 2007 

   $’000 $’000 $’000 $’000 

       

 Revenue from royalty  - 1,761 - 1,761 

 Finance revenue  996 1,240 2,087 2,283 

       

 Total revenue from continuing operations 3 996 3,001 2,087 4,044 

       

 Other revenue 3 319 45 319 44 

       

       

 Employee benefit expenses 4b (1,779) (1,755) (1,779) (1,755) 

 Exploration Expenditure written off  (104) (400) - (3) 

 Depreciation and amortisation costs 4b (138) (75) (133) (70) 

 Administration  expense  (940) (890) (838) (883) 

 Occupancy expense 4b (247) (262) (247) (262) 

 Consultants expense  (64) (246) (47) (246) 

 Impairment of Non Current Asset 12 (2,267) -  - 

 Other expenses from ordinary activities  (48) (668) (48) (669) 

 (Loss) / Profit from continuing operations      

 before tax and finance costs  (4,272) (1,250) (686) 200 

       

 Finance costs 4b (1,585) (1,657) (1,584) (1,656) 

       

 (Loss) / Profit before income tax relating       

 to continuing operations  (5,857) (2,907) (2,270) (1,456) 

       

 Income tax benefit/(expense)   6 - 3,723 (3,506) 1,962 

       

 

(Loss) / Profit after tax  from continuing 

operations  (5,857) 816 (5,776) 506 

       

       

 Basic (loss)/profit per share (cents per share) 27 (3.45) 0.50   

 Diluted (loss)/profit per share (cents per share) 27 (3.35) 0.49   

The income statement should be read in conjunction with the accompanying notes 
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2008 

 

 
Ordinary 
Shares 

Converting 
Notes Reserves 

Accumulated 
losses 

Total attributed to 
equity holders 

  $’000 $’000 $’000 $’000 $’000 

CONSOLIDATED  
      
Balance 01/07/2006 59,146 683 9 (45,212) 14,626 
Issue of 45,000,000 shares at 30 cents each  13,500  - - 13,500 
Converting Notes issued to LionOre Australia Pty Ltd  2,731 - - 2,731 
Conversion of Converting Notes  into shares 683 (683) - - - 
Issue of 15,555,555 shares to LionOre on the 
conversion of Notes 3,057 - - - 3,057 
Issue of 4,800,000 shares to LionOre as per  
transaction 1,553 - - - 1,553 
Less Cost of raising capital (755) - - - (755) 

 77,184 2,731 9 (45,212) 34,712 
Profit/(Loss) for year    816 816 

 77,184 2,731  9 (44,396) 35,528 
      
Financial Asset Revaluation - - 20 - 20 
Employee Equity-Settle benefit reserve - - 513 - 513 

Balance 30/06/2007 77,184 2,731 542 (44,396) 36,061 

      
Exercised Options 375,000 shares at 55 cents each 206 - - - 206 

 77,390 2,731 542 (44,396) 36,267 
Profit/(Loss) for year      (5,857)  (5,857) 

 77,390 2,731 542 (50,253) 30,410 
      
Financial Asset Revaluation - - (181) - (181) 
Employee Equity-Settle benefit reserve - - 536 - 536 

Balance 30/06/2008 77,390 2,731 897 (50,253) 30,765 
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2008 

 

 Ordinary Share
Converting 

Notes Reserves 
Accumulated 

losses 
Total attributed to 

equity holders 

THE COMPANY  $’000 $’000 $’000 $’000 $’000 

      
Balance 01/07/2006 59,146 683 9 (40,003) 19,835 
Issue of 45,000,000 shares at 30 cents each  13,500  - - 13,500 
Converting Notes issued to LionOre Australia Pty Ltd  2,731 - - 2,731 
Conversion of Converting Notes  into shares 683 (683) - - - 
Issue of 15,555,555 shares to LionOre on the 
conversion of Notes 3,057 - - - 3,057 
Issue of 4,800,000 shares to LionOre as per  
transaction 1,553 - - - 1,553 
Less Cost of raising capital (755) - - - (755) 

 77,184 2,731 9 (40,003) 39,921 
Profit/(Loss) for year - - - 506 506 

 77,184 2,731  9 (39,497) 40,427 
      
Financial Asset Revaluation - - 20 - 20 
Employee Equity-Settle benefit reserve - - 513 - 513 

Balance 30/06/2007 77,184 2,731 542 (39,497) 40,960 

      
Exercised Options 375,000 shares at 55 cents each 206 - - - 206 

 77,390 2,731 542 (39,497) 41,166 
Profit/(Loss) for year      (5,776)  (5,776) 

 77,390 2,731 542 (45,273) 35,390 
      
Financial Asset Revaluation - - (181) - (181) 
Employee Equity-Settle benefit reserve - - 536 - 536 

Balance 30/06/2008 77,390 2,731 897 (45,273) 35,745 
 
The statement in the change in equity should be read in conjunction with the accompanying notes 
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STATEMENTS OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2008 

 

  Note  Consolidated  The Company  

   2008 2007 2008 2007 

   $’000 $’000 $’000 $’000 

       

 Cash flows from operating activities       

 Cash receipts in the course of operations  - 7,468 - 7,468

 Cash payments in the course of operations   (1,956) (2,993) (1,098) (2,745)

 Interest received   976 889 974 880

 Borrowing costs paid  (6) (15) (5) (15)

      

 

Net cash provided by/(used in) operating 
activities  25b (986) 5,349 (129) 5,588

      

 Cash flows from investing activities      

 Payments for exploration and development   (9,137) (7,642) (2,631) (326)

 Payments for property, plant and equipment  (59) (780) (57) (778)

 

Proceeds from sale of property, plant and 

equipment  - 12 - 12

 Payments for tenements  - (15) - (15)

 Loans to controlled entity  - - (7,375) (7,580)

      

 Net cash used in investing activities    (9,196) (8,425) (10,063) (8,687)

      

 Cash flow from financing activities      

 

Proceeds from share issue (net of transaction 

costs)  206 12,745 206 12,745

      

 

Net cash provided by/(used in) financing 
activities    206 12,745 206 12,745

      

 Net increase/(decrease) in cash held  (9,976) 9,669 (9,986) 9,646

 Cash at the beginning of the financial year   18,483 8,814 18,422 8,776

      

 Cash at the end of the financial year  25a 8,507 18,483 8,436 18,422

       

The statement of cash flows should be read in conjunction with the accompanying notes 



NOTES TO THE FINANCIAL STATEMENTS 
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1. CORPORATE INFORMATION 

The financial report of Breakaway Resources Limited for the year ended 30 June 2008 was authorised for issue in accordance with 

a resolution of the Directors on 25 September 2008. 

Breakaway Resources Limited is a Company limited by shares incorporated in Australia whose shares are publicly traded on the 

Australian Securities Exchange. 

The nature of the operation and principal activities of the group are described in note 24. 

2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES 

The significant accounting policies, which have been adopted in the preparation of this financial report, are: 

(a) Statement of Compliance 

The financial report complies with Australian Accounting Standards, International financial reporting standards and Corporation Act 

2001. 

(b) Basis of Preparation 

The financial report is a general-purpose financial report, which has been prepared in accordance with the requirements of the 

Corporations Act 2001 and applicable Australian Accounting Standards. The financial report has also been prepared on a historical 

cost basis, except derivative financial instruments and available-for-sale financial assets that have been measured at fair value.   

The carrying values of recognised assets and liabilities that are hedged with fair value hedges are adjusted to record changes in 

the fair values attributable to the risks that are being hedged. 

The financial report is presented in Australian dollars and all values are rounded to the nearest thousand dollars ($’000) unless 

otherwise stated under the option available to the company under ASIC Class Order 98/100. The company is an entity to which the 

class order applies. 

(c) Basis of Consolidation 

The consolidated financial statements comprise the financial statements of Breakaway Resources Limited and its subsidiaries as at 

30 June each year (‘the Group’). 

The financial statements of subsidiaries are prepared for the same reporting period as the parent company, using consistent 

accounting policies. 

Adjustments are made to bring into line any dissimilar accounting policies that may exist. 

All inter-company balances and transactions, including unrealised profits arising from intra-group transactions, have been 

eliminated in full.  Unrealised losses are eliminated unless costs cannot be recovered. 

Subsidiaries are consolidated from the date on which control is transferred to the group and cease to be consolidated from the date 

on which control is transferred out of the Group. 
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

Where there is loss of control of a subsidiary, the consolidated financial statements include the results for the part of the reporting 

period during which Breakaway Resources Limited has control. 

(d)  Cash and Cash Equivalents 

Cash and cash equivalents comprise cash on hand; cash in banks and investments in money market instruments, net of 

outstanding bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the balance sheet. 

(e) Employee Benefits 

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, and long service leave when 

it is probable that settlement will be required and they are capable of being measured reliably. 

Provisions made in respect of employee benefits expected to be settled within 12 months, are measured at their nominal values 

using the remuneration rate expected to apply at the time of settlement. 

Provisions made in respect of employee benefits which are not expected to be settled within 12 months are measured as the 

present value of the estimated future cash outflows to be made by the consolidated entity in respect of services provided by 

employees up to reporting date. 

(f) Goods and Services Tax 

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except: 

i. where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part of the cost of 

acquisition of an asset or as part of an item of expense; or 

ii. for receivables and payables which are recognised inclusive of GST. 

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables. 

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from investing and 

financing activities which is recoverable from, or payable to, the taxation authority is classified as operating cash flows. 

(g) Impairment of Assets 

At each reporting date, the consolidated entity reviews the carrying amounts of its tangible asset to determine whether there is any 

indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is 

estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are 

independent from other assets, the consolidated entity estimates the recoverable amount of the cash-generating unit to which the 

asset belongs. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future 

cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time 

value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted. 
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying 

amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised in profit or loss 

immediately. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the 

revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the carrying 

amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior 

years. A reversal of an impairment loss is recognised in profit or loss immediately. 

(h) Income Tax 

Current Tax 

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or tax 

loss for the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by reporting date. 

Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable). 

Deferred Tax 

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences arising 

from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases 

of those items. 

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to the 

extent that it is probable that sufficient taxable amounts will be available against which deductible temporary differences or unused 

tax losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not recognised if the temporary 

differences giving rise to them arise from the initial recognition of assets and liabilities (other than as a result of a business 

combination) which affects neither taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in 

relation to taxable temporary differences arising from goodwill. 

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, branches, 

associates and joint ventures except where the consolidated entity is able to control the reversal of the temporary differences and it 

is probable that the temporary differences will not reverse in the foreseeable future.  

Deferred tax assets arising from deductible temporary differences associated with these investments and interests are only 

recognised to the extent that it is probable that there will be sufficient taxable profits against which to utilise the benefits of the 

temporary differences and they are expected to reverse in the foreseeable future.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the asset and 

liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been enacted or substantively 

enacted by reporting date. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow 

from the manner in which the consolidated entity expects, at the reporting date, to recover or settle the carrying amount of its 

assets and liabilities. 

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the 

company/consolidated entity intends to settle its current tax assets and liabilities on a net basis. 
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

(h) Income Tax Continued 

Current and Deferred Tax for the Period 

Current and deferred tax is recognised as an expense or income in the income statement, except when it relates to items credited 

or debited directly to equity, in which case the deferred tax is also recognised directly in equity, or where it arises from the initial 

accounting for a business combination, in which case it is taken into account in the determination of goodwill or excess. 

Tax Consolidation 

The company and all its wholly-owned Australian resident entities are part of a tax-consolidated group under Australian taxation 

law. Breakaway Resources Limited is the head entity in the tax-consolidated group. Tax expense/income, deferred tax liabilities 

and deferred tax assets arising from temporary differences of the members of the tax-consolidated group are recognised in the 

separate financial statements of the members of the tax-consolidated group using the ‘separate taxpayer within group’ approach. 

Current tax liabilities and assets and deferred tax assets arising from unused tax losses and tax credits of the members of the tax-

consolidated group are recognised by the company (as head entity in the tax-consolidated group). 

Due to the existence of a tax funding arrangement between the entities in the tax-consolidated group, amounts are recognised as 

payable to or receivable by the company and each member of the group in relation to the tax contribution amounts paid or payable 

between the parent entity and the other members of the tax-consolidated group in accordance with the arrangement. Where the tax 

contribution amount recognised by each member of the tax-consolidated group for a particular period is different to the aggregate 

of the current tax liability or asset and any deferred tax asset arising from unused tax losses and tax credits in respect of that 

period, the difference is recognised as a contribution from (or distribution to) equity participants. 

(i) Leased Assets 

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of 

ownership to the lessee. All other leases are classified as operating leases. 

Consolidated Entity as Lessee 

Assets held under finance leases are initially recognised at their fair value or, if lower, at amounts equal to the present value of the 

minimum lease payments, each determined at the inception of the lease. The corresponding liability to the lessor is included in the 

balance sheet as a finance lease obligation. 

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate of 

interest on the remaining balance of the liability. Finance charges are charged directly against income.  

Finance leased assets are amortised on a straight line basis over the estimated useful life of the asset. 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another 

systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

(j)  Payables 

Trade payables and other accounts payable are recognised when the consolidated entity becomes obliged to make future 

payments resulting from the purchase of goods and services. 

(k) Property, Plant and Equipment 

Plant and equipment, leasehold improvements and equipment under finance lease are stated at cost less accumulated 

depreciation and impairment. Cost includes expenditure that is directly attributable to the acquisition of the item. In the event that 

settlement of all or part of the purchase consideration is deferred, cost is determined by discounting the amounts payable in the 

future to their present value as at the date of acquisition. 

Depreciation is provided on property, plant and equipment, including freehold buildings but excluding land. Depreciation is 

calculated on a straight line basis so as to write off the net cost or other revalue amount of each asset over its expected useful life 

to its estimated residual value. Leasehold improvements are depreciated over the period of the lease or estimated useful life, 

whichever is the shorter, using the straight line method. The estimated useful lives, residual values and depreciation method are 

reviewed at the end of each annual reporting period. 

The following estimated useful lives are used in the calculation of depreciation: 

Leasehold improvements 3 – 10  years 

Plant and equipment 3 – 10 years 

Equipment under finance lease 3 – 10 years 

(l) Provisions 

Provisions are recognised when the consolidated entity has a present obligation, the future sacrifice of economic benefits is 

probable, and the amount of the provision can be measured reliably. 

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at reporting 

date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the cash 

flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows. 

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the 

receivable is recognised as an asset if it is virtually certain that recovery will be received and the amount of the receivable can be 

measured reliably. 

Restoration and Rehabilitation Provision 

Provisions for the restoration and rehabilitation of mine and industrial sites are determined based on the best estimate of the 

consideration required to settle the present obligation at the reporting date.   

Provisions are reviewed each reporting period and adjusted to reflect the current best estimate.  If it is no longer probable that an 

outflow of resources will be required to settle the obligation, or the best estimate is lower than previously estimated, the provision is 

reversed to profit.   
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

(m) Revenue Recognition 

Royalties 

Royalty revenue is recognised on an accrual basis in accordance with the substance of the relevant agreement. 

Interest Revenue 

Interest revenue is recognised on a time proportionate basis that takes into account the effective yield on the financial asset. 

(n) Share-Based Payments 

 Fair value is measured by use of a binomial model. The expected life used in the model has been adjusted, based on 

management’s best estimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations. 

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line basis over 

the vesting period, based on the consolidated entity’s estimate of shares that will eventually vest. 

(o) Exploration and Evaluation 

Exploration, evaluation and development costs are accumulated in respect of each separate area of interest. Exploration and 

evaluation costs are carried forward where the right of tenure of the area of interest is current and they are expected to be 

recouped through sale or successful development and exploitation of the area of interest or, where exploration and evaluation 

activities in the area of interest have not yet reached a stage that permits reasonable assessment of the existence of economically 

recoverable reserves. 

Development costs related to an area of interest are carried forward to the extent that they are expected to be recouped either 

through sale or successful exploitation of the area of interest. 

When an area of interest is abandoned or the Directors decide that it is not commercial, any accumulated costs in respect of that 

area are written off in the financial year the decision is made.  Each area of interest is also reviewed at the end of each accounting 

year and accumulated costs written off to the extent that they will not be recoverable in the future. 

Amortisation is not charged on costs carried forward in respect of areas of interest in the development phase until production 

commences.  When production commences, carried forward exploration, evaluation and development costs are amortised on a 

units of production basis over the life of the economically recoverable reserves. 
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

(p) Contributed Equity 

Issued and paid up capital is recognised at the fair value of the consideration received by the company. 

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share proceeds 

received. 

(q) Investments 

 All investments are initially recognised at cost, being the fair value of the consideration given and including acquisition charges 

associated with the investment. 

After initial recognition, investments, which are classified as held for trading and available-for-sale, are measured as fair value.  

Gains or losses on investments held for trading are recognised in the income statement. 

Gains or losses on available-for-sale investments are recognised as a separate component of equity until the investment is sold, 

collected or otherwise disposed of, or until the investment is determined to be impaired, at which time the cumulative gain or loss 

previously reported in equity is included in the income statement. 

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity when the 

Group has the positive intention and ability to hold to maturity.  Investments intended to be held for an undefined period are not 

included in this classification. 

Other long-term investments that are intended to be held-to-maturity, such as bonds, are subsequently measured at amortised cost 

using the effective interest method. 

Amortised cost is calculated by taking into account any discount or premium on acquisition, over the period to maturity. 

For investments carried at amortised cost, gains and losses are recognised in income when the investments are derecognised or 

impaired, as well as through the amortisation process. 

For investments that are actively traded in organised financial markets, fair value is determined by reference to Stock Exchange 

quoted market bid prices at the close of business on the balance sheet date. 

For investments where there is no quoted market price, fair value is determined by reference to the current market value of another 

instrument which is substantially the same or is calculated based on the expected cash flows of the underlying net asset base of 

the investment. 

Purchases and sales of financial assets that require delivery of assets within the time frame generally established by regulation or 

convention in the market place are recognised on the trade date i.e. the date that the Group commits to purchase the asset. 
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES CONTINUED 

(r) Borrowing Costs 

Borrowing costs are recognised as an expense when incurred. 

(s) Converting Note 

The component of the converting note that exhibits characteristics of a liability is recognised as a liability in the balance sheet. 

On the issue of the converting note, the fair value of the liability component is determined using a market rate for an equivalent 

non-convertible bond and this amount is carried as a liability on the amortised cost basis until extinguished on conversion or 

redemption.  The increase in the liability due to the passage of time is recognised as a finance cost. 

The remainder of the proceeds is allocated to the conversion option that is recognised and included in shareholders equity.  The 

value of the conversion option is not changed in subsequent years. 

The component of the converting note that exhibits characteristics of an embedded derivate is recognised as a liability in the 

balance sheet. On issue the embedded derivate component is measured at fair value and revaluated at fair value at the balance 

date and the movement is recorded through the profit and loss as a finance cost. 

 

3. PROFIT FROM OPERATIONS 

  
Consolidated The Company 

   2008 2007 2008 2007 

 Individually Significant Items of Revenue  $’000 $’000 $’000 $’000 

 Eloise Copper Royalty Revenue  - 1,761 - 1,761
 Sales revenue  - 1,761 - 1,761
    
 Other revenues:   
 From operating activities   
 Interest: Other parties   996 1,240 994 1,231
 Interest: Related parties  - - 1,093 1,052
 From outside operating activities   
 Farmin income  300 - 300 -
 Sundry – Other  19 45 19 44
 Total other revenues  1,315 1,285 2,406 2,327
 Total revenue from ordinary activities   1,315 3,046 2,406 4,088

 



NOTES TO THE FINANCIAL STATEMENTS 
 
 

 

BREAKAWAY RESOURCES LIMITED 2008 FINANCIAL REPORT 32 

 
4. PROFIT/(LOSS) FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSE 

  Consolidated The Company 

  2008 2007 2008 2007 

  $’000 $’000 $’000 $’000 

(a) Individually significant items of expense/(revenue) included 
in profit/loss from ordinary activities before income tax 
expense 

 

 Stamp Duty on Purchase of LionOre Tenements - 615 - 615
 Total individually significant items of expense - 615 - 615
    

(b) Profit /(Loss) from ordinary activities before income tax 
expense has been arrived at after charging/(crediting) the 
following items: 

 

 Finance costs:      
 Interest on Performance Bonds  3 2 2 2
 ATO General Interest Charge  - 1 - 1
 Converting Note Interest  501 435 501 435
 Fair Value Movement on Embedded Derivate  1,077 1,205 1,077 1,205
 Other  4 14 4 13
     
 Total finance costs   1,585 1,657 1,584 1,656

   

 Depreciation and Amortisation:    

 Plant and equipment   138 75 133 70

 Total depreciation and amortisation   138 75 133 70

 Amounts set aside/(credited) to provision for:    

 Employee entitlements  136 128 136 128

 Total amounts set aside/(credited) to provisions  136 128 136 128

     

 Lease rental expense – operating lease   247 262 247 262
 

5. REMUNERATION OF AUDITORS  

   Consolidated The Company 
   2008 2007 2008 2007 
   $ $ $ $ 
 Audit Services       

 Auditors of the Company – PKF  54,829 35,879 54,829 35,879

 
Amounts received, or due and receivable, for taxation 
and other services by:  

 Auditors of the Company – PKF   52,404 91,253 52,404 91,253



NOTES TO THE FINANCIAL STATEMENTS 
 
 

 

BREAKAWAY RESOURCES LIMITED 2008 FINANCIAL REPORT 33 

 
6. INCOME TAX 

   Consolidated The Company 

   2008 2007 2008 2007 

   $’000 $’000 $’000 $’000 

 
Major components of income tax expense for the 
years ended 30 June 2008 are:   

    

 Income statement   

 Current income  - - - -

 Current income tax charge  - - - -

    

 Deferred income tax   

 
Relating to origination and reversal of 
temporary differences  - (3,723) - (1,962)

 
Benefit from previously unrecognised tax loss 
used to reduce deferred tax expense  - - - -

 
Income tax expense (benefit) reported in 
income statement  - (3,723) - (1,962)

    

 Statement of changes in equity   

 Current income tax   

 Capital Raising Costs  - - - -

 Income tax expense reported in equity   - - - -

    

 
A reconciliation of income tax expense (benefit) applicable to accounting profit before income tax at the statutory income tax rate to 
income tax expense at the Company’s effective income tax rate for the years ended 30 June 2008 and 2007 is as follows: 

       

 
Accounting profit (loss) before tax from continuing 
operations  (5,857) (2,907)

 
(2,270) (1,456)

 Loss before tax from discontinued operations  - - - -

 Accounting profit (loss) before income tax  (5,857) (2,907) (2,270) (1,456)

    

 
At the statutory income tax rate of 30% (2007: 
30%)  (1,757) (872) (680) (437)

 Non-deductible expenses  496 649 496 650

 
Utilisation of prior year tax losses not previously 
brought to account as a DTA  - - - -

 
Tax Losses and temporary differences not 
brought to account as a DTA  1,261 (25) 184 (119)

 
Adjustments in respect of deferred income tax of 
previous years  (3,475)  (2,056)

    

 Income tax (benefit)/expense  - (3,723) - (1,962)

    

 Effective tax rate  - - - -
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6. INCOME TAX (CONTINUED) 

 

The Company and its 100% owned controlled entities have formed a tax consolidated group.  Members of the Consolidated Entity have 
entered into a tax sharing arrangement in order to allocate income tax expenses to the wholly owned controlled entities on a pro-rate 
basis.  The agreement provides for the allocation of income tax liabilities between the entities should the head entity default on its tax 
payment obligations.  At balance date, the possibility of default is remote.  The head entity of the tax consolidated group is Breakaway 
Resources Limited. 
 

 
Tax effect accounting by members of the tax consolidated group 
 

 

Members of the tax consolidated group have entered into a tax funding agreement.  The tax funding agreement provides for the 
allocation of current taxes to members of the tax consolidated group.  Deferred taxes are allocated to members of the tax consolidated 
group in accordance with a group allocation approach which is consistent with the principles of AASB 112 Income Taxes. 
 
The allocation of taxes under the tax funding agreement is recognised as an increase/decrease in the member entities’ inter-company
accounts with the tax consolidated group head company, Breakaway Resources Limited.  In this regard the Company has assumed the 
benefit of tax losses from the member entities as of the balance date.  The nature of the tax funding agreement is such that no tax 
consolidation contributions by or distributions to equity participants are required. 

 
 Recognised deferred tax assets and liabilities  

 Deferred tax assets and liabilities are attributed to the following:  
  Assets Liabilities Net 
  2008 2007 2008 2007 2008 2007 
 CONSOLIDATED $’000 $’000 $’000 $’000 $’000 $’000 
 Royalty Receivable - - - - - -
 Interest receivable - - 6 105 6 105
 Exploration costs - - 9,802 7,131 9,802 7,131
 Share write-down - - - - - -
 Accrued expenditure - - - - - -
 Employee entitlements - - - - - -
 Provision for rehabilitation - - - - - -
 Tax losses (9,808) (7,236) - - (9,808) (7,236)
 Tax (assets) liabilities (9,808) (7,236) 9,808 7,236 - -
 Set off of tax - - - - - -
 Net tax (assets) liabilities (9,808) (7,236) 9808 7,236 - -

 
Deferred income tax 

  

 Deferred income tax at 30 June 2008 relates to the following:  

 CONSOLIDATED  

Balance  
1 July 2006 

$’000 

Recognised in 
Income 
$’000 

Recognised in 
Equity 
$’000 

Balance  
30 June 2007 

$’000 
 Movement in temporary differences during the year     
 Exploration 2,294 4,837 - 7,131
 Royalty receivable 1,712 (1,712) - -
 Income not yet assessable for taxation purposes 71 34 - 105
 Tax losses (354) (6,883) - (7,236)
   3,723 (3,723) - -
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6. INCOME TAX (CONTINUED) 

  

Balance  
1 July 2007 

$’000 

Recognised in 
Income 
$’000 

Recognised in 
Equity 
$’000 

Balance  
30 June 2008 

$’000 
 Movement in temporary differences during the year    
 Exploration 7,131 2,671 - 9,802
 Royalty receivable - - - -
 Income not yet assessable for taxation purposes 105 (99) - 6
 Tax losses (7,236) (2,572) - (9,808)
  - - - -
 Recognised deferred tax assets and liabilities    
 Deferred tax assets and liabilities are attributed to the following:    
  Assets Liabilities Net 
  2008 2007 2008 2007 2008 2007 
 THE COMPANY $’000 $’000 $’000 $’000 $’000 $’000 
 Royalty Receivable - - - - - -
 Interest receivable - - 6 105 6 105
 Exploration costs - - 1,410 523 1,410 523
 Share write-down - - - - - -
 Accrued expenditure - - - - - -
 Employee entitlements - - - - - -
 Provision for rehabilitation - - - - - -
 Tax losses (1,416) (628) - - (1,416) (628)
 Tax (assets) liabilities (1,416) (628) 1,416 628 - -
 Set off of tax - - - - - -
 Net tax (assets) liabilities (1,416) (628) 1,416 628 - -
 

 

 

 

Balance  
1 July 2006 

$’000 

Recognised in 
Income 
$’000 

Recognised in 
Equity 
$’000 

Balance  
30 June 2007 

$’000 

 Movement in temporary differences during the year   

 Exploration 482 40 - 522

 Royalty receivable 1,712 (1,712) - -

 Interest receivable - 106 - 106

 Income not yet assessable for taxation purposes 584 (584) - -

 Expenses not yet deductible for taxation purposes (816) 188 - (628)

   1,962 (1,962) - -
 

 

 

 

Balance  
1 July 2007 

$’000 

Recognised in 
Income 
$’000 

Recognised in 
Equity 
$’000 

Balance  
30 June 2008 

$’000 

 Movement in temporary differences during the year  

 Exploration 522 888 - 1,410

 Royalty receivable - - - -

 Interest receivable 106 (100) - 6

 Income not yet assessable for taxation purposes - - - -

 Expenses not yet deductible for taxation purposes (628) (788) - (1,416)

   - - - -



NOTES TO THE FINANCIAL STATEMENTS 
 
 

 

BREAKAWAY RESOURCES LIMITED 2008 FINANCIAL REPORT 36 

 
6. INCOME TAX (CONTINUED) 

 
 

 
2008 

Consolidated 
2008 

The Company
2007 

Consolidated 
2007 

The Company 
 Unrecognised temporary difference     
 Super accrual  - - 52 52
 Provision annual leave  29,513 29,513 26,223 26,223
 Provision for long services leave  1,522 1,522 765 765
 Provision for rehabilitation  186,000 75,000 186,000 75,000
 Audit Fees  6,000 6,000  
 Tax losses  4,118,342 3,341,482 5,308,811 4,289,905
 Capital losses  772,948 396,970 862,946 486,968
   5,114,325 3,850,487 6,384,797 4,878,913
       

 
The tax losses do not expire under tax legislation. Deferred tax assets have not been recognised in respect of these items because it’s 
not probable that future taxable profit will be available against which the Company can utilised these benefits. 

 

7. CASH AND CASH EQUIVALENTS     

   Consolidated The Company 
   2008 2007 2008 2007 
   $’000 $’000 $’000 $’000 
     

 Cash at bank and in hand  277 183 206 122

 Short-term deposits  8,230 18,300 8,230 18,300

   8,507 18,483 8,436 18,422
       

8. TRADE AND OTHER RECEIVABLES      
 Current    
 Other  345 178 345 178
 Interest Receivable  20 350 20 350
   365 528 365 528
 Non-Current    
 Other – mining tenement bonds   226 745 186 704
   226 745 186 704
       
9. PREPAYMENTS 

 Current   

 Insurance  - - - -

 Total prepayments  - - - -
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10. OTHER FINANCIAL ASSETS (CONTINUED) 

   Consolidated The Company 
   2008 2007 2008 2007 
   $’000 $’000 $’000 $’000 
 Non-Current   

 Investment in controlled entity – unlisted shares at cost - - 6,713 6,713

 Loans to controlled entity at amortised cost (a) - - 26,014 21,239

  - - 32,727 27,952
  

 

(a) The receivables from the Company’s wholly-owned group include amounts arsing under the Groups tax funding arrangement 
loans to controlled entities have no formal repayment arrangements, are payable on demand and interest is charged on the 
outstanding balance at market rates. However the Company will not call for payment prior to 1 July 2009 except to the extent that 
the controlled entity has surplus funds available.  

 
11. PROPERTY, PLANT AND EQUIPMENT 

 Plant and equipment – at cost   1,010 951 971 914

 Less: Accumulated depreciation   (301) (163) (291) (158)

 Total property, plant and equipment at net book value 709 788 680 756
       

 Reconciliations       
 Reconciliations of the carrying amounts for each class of property, plant and equipment are set out below: 
      
 Plant and Equipment       
 Carrying amount at beginning of year   788 88 756 54
 Additions   61 780 59 777
 Disposals  (2) (5) (2) (5)
 Depreciation  (138) (75) (133) (70)
 Carrying amount at end of year    709 788 680 756
      

12. EXPLORATION, EVALUATION AND DEVELOPMENT 

 Costs carried forward in respect of areas of interest in:     
 Exploration and/or evaluation phase    
 Balance at beginning of year   25,033 7,031 1,744 1,610
 Acquisitions of tenements  - 10,568 - 15
 Exploration, evaluation and development expenditure  10,265 7,547 2,956 193

 
Exploration, evaluation and development expenditure written- 
off (114) (113) - (74)

 Re Imbursements from JV partners  (239) - - 
 Capitalised Exploration Impairment  (2,268) - - -

 Total exploration, evaluation and development expenditure 32,677 25,033 4,700 1,744
       

 

The ultimate recovery of costs carried forward for exploration and evaluation phases is dependent upon the successful development and 
commercial exploitation or sale of the respective areas. 
 
Impairment losses recognised as the carrying amount is in excess of any recoverable amount for the companies regional area of interest 
for the Kalgoorlie Nickel joint venture project where the Company is still to earn its 60% interest in the project. 
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13. AVAILABLE FOR SALE FINANCIAL ASSETS 

 Consolidated The Company 
 Note 2008 2007 2008 2007 
  $’000 $’000 $’000 $’000 
 Non-Current   

 
Shares listed on a prescribed stock exchange 
 - at market value 187 67 187 67

       

14. TRADE AND OTHER PAYABLES 

 Current   

 Trade creditors   1,444 585 1,444 585

 Other accrued expenses   278 370 278 370

   1,722 955 1,722 955
 

15. LOANS AND  BORROWINGS     

 Current   

 Insurance Premium Funding  - - - -

 Converting  Notes  - - - -

 Lease/hire purchase liability  - 37 - 37

   - 37 - 37

 Non Current   

 Converting Notes  7,178 6,676 7,178 6,676

 Call Option – Embedded Derivative  2,283 1,205 2,283 1,205

   9,461 7,881 9,461 7,881

    

 Proceeds from issue of  Converting Notes  9,000 9,000 9,000 9,000

 Less transaction costs  - - - -

 Amount classified as equity 18 (2,731) (2,731) (2,731) (2,731)

 Accredited interest capitalised  937 435 937 435

 Accredited interest transferred to equity  (28) (28) (28) (28)

 Carrying amount of liability at 30 June 2008  7,178 6,676 7,178 6,676

       

 

The terms of the $9,000,000 Converting Notes issued are as follows: 
• 18 Converting Notes with a face value of $500,000 each and interest free, 
• Converting at 40 cents per shares within 5 years after issue, 
• Redeemable by Breakaway at any time, and 
• Notes automatically converted on the maturity date by Breakaway either electing to the payment of cash or the conversion into 

shares at 12.5 cents per share. 
 
The Note has been classified into two components: A debt component (a contractual arrangement to deliver cash) and an embedded 
derivative call option component (a call option granting the holder the right, for a specific period of time, to convert it into a fixed number 
of ordinary shares of Breakaway). 
 
The value of the call option component has been determined using the Volume Weighted Average Price of Breakaways securities from 
the date of issue less the conversion price of the notes. 
 
Over the term of the Note, the call option is fair valued at each balance date and the movement of the fair value recorded through the 
income statement.  
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16. PROVISIONS 

  Notes Consolidated The Company 
   2008 2007 2008 2007 
   $’000 $’000 $’000 $’000 
 Current      

 Employee benefits 23 98 87 98 87

 Rehabilitation  - - - -

   98 87 98 87

 Non-Current    

 Employee benefits  23 5 2 5 2

 Rehabilitation  620 621 250 251

   625 623 255 253

17. CONTRIBUTED EQUITY     

 Issued and Paid-up Capital      

 
169,454,988 ordinary shares, fully paid 
(2007:169,079,988 pre consolidation) 77,390 77,184 77,390 77,184

    

 Movements in ordinary share capital    

 Balance at the beginning of the financial year 77,184 59,146 77,184 59,146

 
Issue of 45,000,000 shares at 30 cents each to  
raise capital (July 2006) - 13,500 - 13,500

 
Issue of 15,555,555 Shares to Lion Ore on  
conversion of Note (August 2006) - 3,057 - 3,057

 Transfer converted notes into share capital - 683 - 683

 
Issue of 4,800,000  Shares to Lion Ore  
(August 2006) - 1,553 - 1,553

 
Issue of 375,000 shares at 55 cents each 
exercised options (December 2007) 206 206 

 Tax expense from capital costs  - - - -

 Less Capital raising costs  - (755) - (755)

    

 Issued capital at end of period 169,454,988 Shares 77,390 77,184 77,390 77,184

     

 
On 13 July 2006, the Company had a consolidation of capital on a 5 for 1 basis. Prior year numbers of shares have been restated for 
comparative purposes. 

     

 Terms and Conditions      

 

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at 
shareholders’ meetings. In the event of winding up of the Company, ordinary shareholders rank after creditors and are fully entitled to 
any proceeds of liquidation. 
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18. CONVERTING NOTES      

   Consolidated The Company 
   2008 2007 2008 2007 
   $’000 $’000 $’000 $’000 
 Movements in equity portion of converting notes  

 Balance at the beginning of the financial year  2,731 683 2,731 683

 Transfer of converted notes in to sharer capital  - (683) - (683)

 Issue of Converting Notes (equity portion)  - 2,731 - 2,731

   2,731 2,731 2,731 2,731

 
 

19. RESERVES 

 Opening Balance 01/07/2007  542 9 542 9

 
Net (loss) / gains on available-for-sale financial 

assets  (181) 20 (181) 20

 Employee share based payments  536 513 536 513

   897 542 897 542

       

20. ACCUMULATED LOSSES     

 Opening accumulated losses  (44,396) (45,212) (39,497) (40,003)

 Profit/(loss) from ordinary activities after related income tax (5,857) 816 (5,776) 506

 Accumulated losses at end of the year  (50,253) (44,396) (45,273) (39,497)
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21. RELATED PARTY DISCLOSURES 

 Directors 

 

The names of each person holding the position of Director of Breakaway Resources  Limited during the financial year were: 
 
John K Atkins – appointed 24 November 2006 
Jon A Young – appointed since 2003 
Garry  P Connell – appointed since 1999 
Peter S Buck – appointed 24 June 2004 (appointed Managing Director 15 May 2006) 
Jeffery J Gresham – appointed 1 October 2006 

 
Directors’ Remuneration – Information on Directors’ Remuneration is disclosed in the Directors' report 
 

 Directors’ Holdings of Shares and Share Options 

 
The interests of Directors of the Company and their Director-related entities in shares and share options of the Company are set out as 
follows: 

   Consolidated   

   2008 2007   

       

 Ordinary shares in Breakaway Resources Limited   27,672,971 27,380,971   

 Options over ordinary shares   2,750,000 2,400,000   

     

 
Jonathan Alister Young is also the Chairman of FMR Investments Pty Ltd (FMR) and therefore has an indirect interest in 18,502,258 
shares held by FMR. 

 
   Consolidated The Company 
   2008 2007 2008 2007 
   $ $ $ $ 
 Transactions with Directors' related entities     

 Transactions between parties are on normal commercial terms and conditions unless otherwise stated. 

 (i) Amounts Received from FMR Investments Pty Ltd, a company in which Mr J A Young is a Director  

  Gross Proceeds from Royalty Revenue   - 1,761,363 - 1,761,363

 Total amounts paid or payable   - 1,761,363 - 1,761,363

    

 (i) Amounts Paid to FMR Investments Pty Ltd, a company in which Mr J A Young is a Director 

 
Gross Payments for Camp 
Accommodation  80,008 - 80,008 -

 Total amounts paid or payable   80,008 - 80,008 -

  

 Transactions Wholly Owned Group 

 
The Company performs certain office services and pays for certain items on behalf of controlled entities.  These transactions are in the 
normal course of business and on normal terms and conditions. An interest charge of 8.4% is charged on all loans to controlled entities.

       

 Transactions With Controlled Entities     

 
During the financial year the controlled entities were charged an interest rate of 8.5% (2007: 8.4%) on the balance of loans outstanding 
as at 30 June 2008. The  amounts charged from parent entity are as follows: 

 Interest charged on loans to controlled entity – BMV Properties Pty Limited  139,252 172,517

 Interested charged on loans to controlled entity – Levuka Resources Pty Limited  138,798 94,997

 Interested charged on loans to controlled entity – Altia Resources Pty Limited  618,142 703,854

 Interested charged on loans to controlled entity – Scotia Nickel  Pty Limited  197,417 80,774

     1,093,609 1,052,142
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21. RELATED PARTY DISCLOSURES (continued) 
 Balances With Controlled Entities      

 
The aggregate amounts receivable from other controlled entities by  the Company at balance date are: 
 

 Receivables - Non Current      

 Loan to controlled entity – BMV Properties Pty Limited   3,525,482 3,168,446

 Loan to Controlled entity – Levuka Resources Pty Limited   2,976,187 1,887,327

 Loan to controlled entity – Altia Resources Pty Limited   14,371,522 13,213,166

 Loan to Controlled entity – Scotia Nickel  Pty Limited   5,141,501 2,970,208

     26,014,692 21,239,147

       
 

 

22. KEY MANAGEMENT PERSONNEL 

 
 (a) Details of Specified Directors and Specified Executives 
  

 (i) Specified Directors 

 Mr JK Atkins  Chairman (Non-Executive) 
 Mr PS Buck  Managing Director 
 Mr JA Young  Director (Non-Executive) 
 Mr GP Connell  Director (Non-Executive) 
 Mr JJ Gresham  Director (Non-Executive) 
  
 (ii) Specified Executives 
  
 Mr TG Hart  Financial Controller and Company Secretary 
 Mr DJ Hutton  Exploration Manager 
 

(b) Remuneration of Specified Directors and Specified Executives 
 

Disclosures relating to Directors and Key Management Personnel are included in the Directors' report.  
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23. EMPLOYEE BENEFITS  

   Consolidated The Company 
   2008 2007 2008 2007 
   $’000 $’000 $’000 $’000 

 
Aggregate liability for employee benefits including on-
costs     

 Current  98 87 98 87

 Non-Current   5 2 5 2

    103 89 103 89

       

 

The present values of employee entitlements not expected to be settled within twelve months of balance date have been calculated 
using the following weighted averages: 
 

 Assumed rate of increase in wage and salary rates  3% 3% 3% 3%

 Discount rate   5% 5% 5% 5%

 Settlement term (years)  10 10 10 10

     

 Number of Employees    

 Number of Employees at year end   12 14 12 14

       

 (a) Share base payments      

 

The Company has an Employee  Option Scheme which was approved at the 2003 Annual General Meeting held on 24 November 2003. 
 
Each option is convertible to one ordinary share. The exercise price of the options are determined in accordance with the rules of the 
plan and will be the greater of 120% of the market value of shares on the day the option is issued, 20 cents or a price determined by 
the Directors in their discretion. 
 
All employee options expire on the earlier of their expiry date or 30 days after termination of the employee’s employment.  
 
There are no voting rights attached to the options or to the unissued ordinary shares, voting rights will be attached to the issued 
ordinary shares when options have been exercised.  
 
Details of options over unissued ordinary shares as at the beginning and end of the reporting periods and movements during the year 
are set out below. 
 

 
Expiry date Exercise  

price 
Number of options 

at beginning of year
Options 
granted 

Options 
cancelled 

Options 
exercised 

Number of options on 
issue at end of year 

       Vested Unvested 
 17 Oct 2009 $0.55 2,825,000 - 475,000 375,000 987,500 987,500 

 30 Jul 2010 $0.85 - 1,425,000 150,000 - - 1,275,000 

 12 Dec 2010 $0.77 - 500,000 - - - 500,000 
 

24. SEGMENT INFORMATION 

 The Company operates solely in the natural resources exploration and mining industry in Australia. 
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25. NOTES TO STATEMENTS OF CASH FLOWS 

(a) Reconciliation of Cash  
 

 

For the purposes of the statements of cash flows, cash includes cash on hand and at bank.  Cash at the end of the financial year as 
shown in the statements of cash flows is reconciled to the related items in the balance  sheet as follows: 
 

   Consolidated The Company 
   2008 2007 2008 2007 
   $'000 $'000 $'000 $'000 
    

 Cash assets  8,507 18,483 8,436 18,422
       

(b) Reconciliation of profit/ (loss) from ordinary activities after income tax to net cash provided by operating activities 
 
 Profit/(Loss) from ordinary activities after income tax  (5,857) 816 (5,776) 506

 
Add/(less) items classified as investing/financing 
activities   

 (Profit)/Loss on sale of non-current assets   - (7) - (7)

 Exploration costs expensed  104 133 - 133

 Add non-cash items    

 
Exploration, evaluation and development costs 
written off  2,267 74 - 74

 Gain in available for sale assets  - 20 - 20

 Depreciation  138 75 133 70

 Converting Notes interest  502 436 502 436

 Interest on inter company loans  - - (1,094) (1,051)

 Share option expense  247 513 247 513

 Equity settlement payment  - 10,553 - 10,553

 Conversions of Notes to equity   - 3,057 - 3,057

 Available for sale assets acquired non cash  109 - 109 -

 
Net cash provided by operating activities before 
change in assets and liabilities  (2,490) 15,670 (5,879) 14,304

 (Increase)/Decrease in Assets   

 Prepayments  - 21 - 21

 Receivables   163 5,250 163 5,226

 Inter company receivables  - - 3,693 (10,553)

 Mining and security bonds  518 (189) 518 (148)

 Available for sale assets  (119) (20) (119) (20)

 Acquisitions of exploration assets  - (10,553) - -

 Write of exploration asset  (2,255)  -

 Increase/(Decrease) in Liabilities      

 Creditors   2,107 480 405 677

 Provisions  13 264 13 (105)

 Deferred tax liability  - (3,722) - (1,962)

 Converting Notes  1,077 (1,852) 1,077 (1,852)

 Net cash provided by operating activities  (986) 5,349 (129) 5,588
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26. FINANCING ARRANGEMENTS 

 Performance Guarantees 
 

(i) Unconditional Performance Bonds have been lodged with the Department of Mineral and Petroleum Resources for the progressive 
rehabilitation and reclamation of the mineral tenements of a controlled entity. These bonds have been provided under a guarantee facility 
provided by Investec Bank (Australia) Limited with a restricted cash deposit of $5,000 as at 30 June 2008.  
 

(ii) Unconditional Performance Bonds have been lodged with the Department of Mineral and Petroleum Resources for the progressive 
rehabilitation and reclamation of mineral tenements of the company. The Bonds are secured by a fixed charge over a cash deposit 
account with Macquarie Bank Limited totalling $59,000 as at 30 June 2008. 
 

(iii) Unconditional Performance Bonds have been lodged with the Department of Mineral and Petroleum Resources for the progressive 
rehabilitation and reclamation of mineral tenements of the company. The Bonds are secured by a fixed charge over a cash deposit 
account with Bankwest totalling $11,200. 
 

(iv) Unconditional Performance Bonds have been lodged with the Department of Mineral and Petroleum Resources for the progressive 
rehabilitation and reclamation of mineral tenements of the company. The Bonds are secured by a fixed charge over a cash deposit 
account with Westpac Bank totalling $30,000. 

 
 Other Guarantees 

 
(v) The Company has a $74,805 performance guarantees in place to secure the payment of rent under the Company’s lease of premises at 

its offices at 15 Rheola Street West Perth. This guarantee is secured by a $74,805 term deposit with Bankwest. 
 
 

27. PROFIT / (LOSS) PER SHARE 

   2008 2007   

   Cents Cents   

 Basic profit / (loss) per share (cents per share)  (3.45) 0.50   

 Diluted profit / (loss) per share (cents per Share)  (3.35) 0.49   

       

 
Weighted average number of ordinary shares used in the 
calculation of basic loss per share 169,295,741 163,018,557   

       

 
Weighted average number of ordinary shares used in the 
calculation of diluted loss per share 174,651,365 165,104,718   

       

 Net profit / (loss) attributed to EPS  (5,856,727) 815,952   

 

A share consolidation on a 5 for 1 basis occurred on the 12 July 2006. 
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28. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 

The Group’s principal financial instruments comprise receivables, payables, convertible notes, available for sale investments, cash and short-
term deposits and derivatives. 
 
The Group manages its exposure to key financial risks, including interest rate and currency risk in accordance with the Group’s financial risk 
management policy. The objective of the policy is to support the delivery of the Group’s financial targets whilst protecting future financial 
security. 
 
The main risks arising from the Group’s financial instruments are interest rate risk, market risk and liquidity risk. The Group uses different 
methods to measure and manage different types of risks to which it is exposed. These include monitoring levels of exposure to interest rate and 
assessments of market forecasts for interest rate, and commodity prices. Ageing analyses and monitoring of specific credit allowances are 
undertaken to manage credit risk, liquidity risk is monitored through the development of future rolling cash flow forecasts. 
 
The Board reviews and agrees policies for managing each of these risks as summarised below. 
 
The Board reviews and agrees policies for managing each of the risks identified below, including the setting of limits for trading in derivatives, 
hedging cover of foreign currency and interest rate risk, credit allowances, and future cash flow forecast projections. 
 
 
Risk Exposures and Responses 
 
(a) Credit Risk Exposures 
 
 Credit risk represents the loss that would be recognised if counterparties failed to perform as contracted. 

       

 Recognised Financial Instruments      

 

The credit risk on financial assets (excluding investments) of the consolidated entity, which have been recognised on the balance sheet, 
is the carrying amount, less any provision for doubtful debts. 
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28. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 
 
 (b) Interest Rate Risk  
 

 
The consolidated entity's exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets 
and liabilities is: 

 

 CONSOLIDATED Note 

Weighted 
Average 

Interest rate 
Floating 

interest rate 
Fixed 

interest rate 
Non-interest 

Bearing Total 
    $'000 $'000 $'000 $'000 

 
2008 

   

 Financial Assets     

 Cash assets  7.59% 8,505 - 2 8,507

 Receivables  2.42% 226 - 365 591

 Available- for- sale financial assets  - - - 186 186

   8,731 - 553 9,284

 Financial Liabilities     

 Payables  - - - 1,443 1,443

 Lease Liability  - - - - -

 Converting Note  - - - 9,461 9,461

   - - 10,904 10,904

 
2007    

 Financial Assets     

 Cash assets 7 6.47% 18,481 - 2 18,483

 Receivables 8 3.28% 745 - 528 1,273

 Available for sale financial assets 13 - - - 67 67

   19,226 - 597 19,823

 Financial Liabilities     

 Payables 14 - - - 955 955

 Lease Liability 15 7.16% 37 - - 37

 Converting Note 15 - - - 7,881 7,881

   37 - 8,836 8,873
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28. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 THE COMPANY Note 

Weighted 
Average 

Interest rate 
Floating 

interest rate 
Fixed 

interest rate 
Non-interest 

Bearing Total 
    $'000 $'000 $'000 $'000 

 
2008 

  

 Financial Assets    

 Cash assets  7.63% 8,435 - 1 8,436

 Receivables  8.39% 186 - 365 551

 Other financial assets  8.5% 26,014 - 6,713 32,727

 Available for sale financial assets  - - - 186 186

   34,635 - 7,242 41,900

 Financial Liabilities        

 Payables  - - - 1,443 1,443

 Lease liabilities  - - - - -

 Converting Note  - - - 9,460 9,460

   - - 10,903 10,903

 
2007 

      

 Financial Assets        

 Cash assets 7 6.48% 18,420 - 2 18,422

 Receivables 8 3.28% 704 - 528 1,232

 Other financial assets 10 8.4% 21,239 - 6,713 27,952

 Available for sale financial assets 13 - - - 67 67

   40,363 - 7,310 47,673

 Financial Liabilities    

 Payables 14 - - - 955 955

 Lease liabilities 15 7.16% 37 - - 37

 Converting Note 15 - - - 7,881 7,881

   37 - 8,836 8,873

        

 

The Group has no variable interest rate risk relating to long-term debt obligations due to a fixed interest rate on issued convertible note. 
Earnable interest on cash and inter company loans are exposed to market interest rate fluctuations.  
 

 
At balance date, the Group had the following mix of financial assets and liabilities exposed to Australian Variable interest rate 
risk:  

   Consolidated Parent  

   2008 2007 2008 2007  

   $000 $000 $000 $000  

 Financial Assets       

     

 Cash and cash equivalents 8,507 18,483 8,436 18,422  

 Related party loans - - 25,300 21,239  

 Net exposure 8,507 18,483 33,736 39,661  
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28. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED 
 

 

At 30 June 2008, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post tax 
profit and equity would have been affected as follows: 
 
Judgements of reasonably possible movements: 
 

   Post Tax Profit Higher/(Lower) Equity Higher/(Lower)  

   2008 2007 2008 2007  

   $000 $000 $000 $000  

 Consolidated       

 + 1% (100 basis points) 85 184 85 184  

 - 1% (100 basis points) (85) (184) (85) (184)  

 Parent      

 + 1% (100 basis points) 337 396 337 396  

 - 1% (100 basis points) (337) (396) (337) (396)  

     

 
The movements in profit are due to higher/lower interest costs from variable rate debt and cash balances. 
 

     

(c) Foreign Currency Risk 
 

 At Balance date the group currently has no off-shore cash or investments and is not exposed to foreign currency risk. 
 
(d) Net Fair Values of Financial Assets and Liabilities 
 

 
Net fair values of financial assets and liabilities are determined by the consolidated entity on the following basis: 
 

 Recognised Financial Instruments      

 

Listed shares included in other financial assets are traded in an organised financial market and the net fair value is determined by valuing 
them at the quoted market bid price for the shares at balance date. 
 

 Monetary financial assets and financial liabilities not readily traded in an organised financial market are determined by valuing them at 
the amounts due from customers (reduced for expected credit losses) or due to suppliers.  The carrying amounts of accounts receivable, 
payables, bank loans, lease liabilities and employee benefits approximate net fair value. 
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(e) Liquidity Risk 
 
 The consolidated entities objective is to maintain a balance between continuity of funding and flexibility through the use of cash at bank, 

finance leases and hire purchase contracts. 
 
The table below reflects all contractually fixed pay-offs and receivables for settlement, repayments and interest resulting from recognised 
financial assets and liabilities, including derivative financial instruments as of 30 June 2008. For derivative financial instruments the 
market value is presented, whereas for the other obligations the respective undiscounted cash flows for the respective upcoming fiscal 
years are presented. Cash flows for financial assets and liabilities without fixed amount or timing are based on the conditions existing at 
30 June 2008. 
 
The remaining contractual maturities of the Group’s and parent entity’s financial liabilities are: 

   Consolidated Parent  

   2008 2007 2008 2007  

   $000 $000 $000 $000  

        

 6 months or less 1,722 955 1,722 955  

 6-12 months - - - -  

 1-5 years 9,460 7,881 9,460 7,881  

 over 5 years - - - -  

  11,182 8,836 11,182 8,836  

     

 

Maturity analysis of financial assets and liability based on management’s expectation. 
 
The risk implied from the values shown in the table below, reflects a balanced view of cash inflows and outflows. Leasing obligations, 
trade payables and other financial liabilities mainly originate from the financing of assets used in our ongoing operations such as 
property, plant, equipment and investments in working capital e.g. inventories and trade receivables. These assets are considered in the 
Group’s overall liquidity risk. To monitor existing financial assets and liabilities as well as to enable an effective controlling of future risks.
 

  ≤6 months 6-12 months 1-5 years >5 years Total 
 Year ended 30 June 2008 $000 $000 $000 $000 $000 
 Consolidated Financial Assets      

 Cash and cash equivalents 8,507 - - - 8,507

 Trade and other receivables 365 - - - 365

 Security Bonds - - - 226 226

 Available-for-sale financial assets 186 - - - 186

  9,058 - - 226 9,284

 Consolidated Financial Liabilities  

 Trade and other payables (1,722) - - - (1,722)

 Convertible Note - - (9,460) - (9,460)

  (1,722) - (9,460) - (11,182)

 Net maturity 7,336 - (9,460) 226 (1,898)
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  ≤6 months 6-12 months 1-5 years >5 years Total 
 Year ended 30 June 2008 $000 $000 $000 $000 $000 
 Parent Financial Assets      

 Cash and cash equivalents 8,436 - - - 8,436

 Trade and other receivables 365 - - - 365

 Security Bonds - - 185 185

 Other Financial Assets - - - 32,727 32,727

 Available-for-sale financial assets 186 - - - 186

  8,987 - - 32,912 41,899

 Parent Financial Liabilities  

 Trade and other payables (1,722) - - - (1,722)

 Convertible Note - - - (9,461) (9,461)

  (1,722) - - (9,461) (11,183)

 Net maturity 7,265 - - 25,848 30,716

   

   

 Year ended 30 June 2007  

 Consolidated Financial Assets  

 Cash and cash equivalents 18,482 - - - 18,482

 Trade and other receivables 527 - - - 527

 Security Bonds - - - 745 745

 Available-for-sale financial assets 67 - - - 67

  19,076 - - 745 19,821

 Consolidated Financial Liabilities  

 Trade and other payables (954) - - - (954)

 Convertible Note - - (7,881) - (7,881)

  (954) - (7,881) - (8,835)

 Net maturity 18,122 - (7,881) 745 10,986

   

 Year ended 30 June 2007  

 Parent Financial Assets  

 Cash and cash equivalents 18,422 - - - 18,422

 Trade and other receivables 527 - - - 527

 Security Bonds - - - 703 703

 Other Financial Assets - - - 27,952 27,952

 Available-for-sale financial assets 67 - - - 67

  19,016 - - 28,655 47,671

 Parent Financial Liabilities  

 Trade and other payables (954) - - - (954)

 Convertible Note - - (7,881) - (7,881)

  (954) - (7,881) - (8,835)

 Net maturity 18,062 - (7,881) - 38,836
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(f) Capital Risk Management 

 

The Consolidated entity manages its capital to ensure that entities in the group will be able to continue as a going concern balance while 
maximising the return to shareholders through the optimisation of the debt and equity balance. 
 
The capital structure of the Consolidated entity consist of cash and cash equivalents, and the equity attributed to equity holders of the 
parent , comprising issued capital, Converting notes, reserves and accumulated losses as disclosed in notes 17,18,19 and 20 
respectively. 
 
Due to the nature of the Consolidated entities’ activities (exploration) the directors believe that the most advantageous way to fund 
activities is through equity. The Consolidated entities’ explorations are monitored to ensure that adequate funds are available. 
 

 
29. CONTROLLED ENTITIES 

     Interest Held Interest Held 
     2008 2007 
     % % 
(a) Particulars in Relation to Controlled Entities 
 
 Parent entity      

 Breakaway Resources Limited       

 Controlled entities      

 BMV Properties Pty Ltd     100 100

 Levuka Resources Pty Ltd    100 100

 Altia Resources Pty Lid    100 100

 Scotia Nickel Pty Ltd    100 100

 All entities are incorporated in Australia     

       

(b) Acquisition of Controlled Entities 
 
 On 18 August 2006, Altia Resources Pty Ltd acquired 100% of the voting shares of Scotia Nickel Pty Ltd as part of the LionOre 

acquisition.  
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30. COMMITMENTS 

    Consolidated  The Company  

   2008 2007 2008 2007 

   $'000 $'000 $'000 $'000 

Lease/Hire Purchase Commitments      

Operating lease repayments are payable as follows:     

not later than one year  307 133 307 133 

later than one year but not later than five years  544 413 544 413 

   851 546 851 546 

 
Lease/hire purchase liabilities provided for in the financial 
statements     

Current  - 37 - 37 

Non-current  - - - - 

 Total lease/hire purchase liability  - 37 - 37 

       

31.  COMMITMENTS (EXPLORATION)  

 

The consolidated entity has minimum expenditure obligations in pursuance of the terms and conditions of mining tenements in the
forthcoming year of approximately $3,859,257 (2007: $3,389,460). These obligations are not provided for in the financial report. These
obligations may be varied from time to time subject to statutory approval. 
 

32. EVENTS SUBSEQUENT TO REPORTING DATE 
 On 30 July 2008, the Company issued 1,125,000 employee options via the Company’s Employee Option Scheme. The issued options 

are exercisable at 58 cents within 3 years following the date of issue but commencing not before the relevant vesting dates as follows: 

• 50% vesting 12 months from date of issue; and 

• The remaining 50% vesting 24 months from the date of issue. 

 

On 23 September 2008, the Company announced that it had reached an agreement to undertake a strategic share placement to raise 

a minimum of A$2 million, comprising 10 million shares at a price of 20 cents to Abbotsleigh Pty Ltd. 
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The Directors of Breakaway Resources Limited (“The Company”) declare that: 

 

(a) in the Directors’ opinion the financial statements and notes on pages 19 to 53, and the remuneration disclosures 

that are contained in the Remuneration report in the Directors’ report, set out on pages 9 to 11, are in accordance 

with the Corporations Act 2001, including: 

(i) giving a true and fair view of the Company’s and the consolidated entity’s financial position as at 30 June 

2008 and of their performance, for the financial year ended on that date; and 

(ii) Complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and 

Corporations Regulations 2001. 

(b) The financial report also complies with International Financial Reporting Standards as disclosed in note 2a; 

(c) the remuneration disclosures that are contained in the Remuneration report in the Directors’ report comply with 

Australian Accounting Standard AASB 124 Related Party Disclosures, the Corporations Act 2001 and the 

Corporations Regulations 2001; and 

(d) There are reasonable grounds to believe that the Company will be able to pay its debts as and when they become 

due and payable. 

 

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer for the financial 

year ended 30 June 2008, required by Section 295A of the Corporations Act 2001. 

 

Signed in accordance with a resolution of the Directors 

 

 

 

 

       
John Atkins          Peter Buck 
Chairman          Managing Director 
 

Dated:  25 September 2008  
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INDEPENDENT AUDITOR’S REPORT 

 

TO THE MEMBERS OF BREAKAWAY RESOURCES LIMITED  

 

Report on the Financial Report
 

 

We have audited the accompanying financial report of Breakaway Resources Limited, which comprises 

the balance sheet as at 30 June 2008, and the income statement, statement of changes in equity and 

cash flow statement for the year ended on that date, a summary of significant accounting policies and 

other explanatory notes and the directors’ declaration for both Breakaway Resources Limited and its 

controlled entities. The consolidated entity comprises the entity and the entities it controlled at the year’s 

end or from time to time during the financial year.
 

 

Directors’ Responsibility for the Financial Report
 

 

The directors of Breakaway Resources Limited are responsible for the preparation and fair presentation 

of the financial report in accordance with Australian Accounting Standards (including the Australian 

Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing and 

maintaining internal controls relevant to the preparation and fair presentation of the financial report that is 

free from material misstatement, whether due to fraud or error; selecting and applying appropriate 

accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note 

2, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial 

Statements, that compliance with Australian Equivalents to International Financial Reporting Standards 

ensures that the financial report, comprising the financial statements and notes, complies with 

International Financial Reporting Standards. 
 

Auditor’s Responsibility  

 

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our 

audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply 

with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain 

reasonable assurance whether the financial report is free from material misstatement. 
 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial report. The procedures selected depend on the auditor’s judgement, including the 

assessment of the risks of material misstatement of the financial report whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 

and fair presentation of the financial report in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 

internal control.
  
An audit also includes evaluating the appropriateness of accounting policies used and 

the reasonableness of accounting estimates made by the directors, as well as evaluating the overall 

presentation of the financial report. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion.  
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Independence
 

 

In conducting our audit, we have complied with the independence requirements of the Corporations Act 

2001.  

 

Auditor’s Opinion  

 

In our opinion:  

 

(a) the financial report of Breakaway Resources Limited is in accordance with the Corporations Act 2001, 

including:  

 

(i) giving a true and fair view of the entity’s and consolidated entity’s financial position as at 30 

June 2008 and of their performance for the year ended on that date; and  

 

(ii) complying with Australian Accounting Standards (including the Australian Accounting 

Interpretations) and the Corporations Regulations 2001.  

 

(b) the financial report also complies with International Financial Reporting Standards as disclosed in 

Note 2a. 

 

Report on the Remuneration Report 

 

We have audited the Remuneration Report included in pages 9 to 11 of the directors’ report for the year 

ended 30 June 2008.  The directors of the company are responsible for the preparation and presentation 

of the Remuneration Report in accordance with section 300A of the Corporations Act 2001.  Our 

responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in 

accordance with Australian Auditing Standards. 

 

Auditor’s Opinion 

 

In our opinion the Remuneration Report of Breakaway Resources Limited for the year ended 30 June 

2008, complies with section 300A of the Corporations Acts 2001. 

 

 

 

 

 

 

PKF 

Chartered Accountants 

 

 

 

 

 

 

Neil Smith 

Partner 

 

Dated at Perth, Western Australia this 25
th
 day of September 2008 




