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Argonaut Resources NL
Directors' report
31 December 2018
The directors present their report, together with the financial statements, on the consolidated entity (referred to hereafter as
the 'consolidated entity') consisting of Argonaut Resources NL (referred to hereafter as the 'company' or 'parent entity') and
the entities it controlled at the end of, or during, the half-year ended 31 December 2018.
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Directors
The following persons were directors of Argonaut Resources NL during the whole of the financial half-year and up to the date
of this report, unless otherwise stated:
Patrick Elliott
Lindsay Owler
Andrew Bursill
Malcolm Richmond

Principal activities
Argonaut Resources NL is a mineral exploration and development company with operations in Canada, Zambia and
Australia. The consolidated entity’s prime commodity focus is lithium and copper, and to a lesser extent gold. In addition, the
consolidated entity holds a 100% interest in a zinc-copper resource in Queensland, Australia.
During the period the principal activities of the consolidated entity were the identification and development of mineral resource
opportunities with an emphasis on projects that were amenable to value-adding via exploration and rapid development into
production.
Review of operations
The loss for the consolidated entity after providing for income tax amounted to $1,045,583 (31 December 2017: $1,628,910).
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Review of Operations
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Copper
Torrens, South Australia (Argonaut 30%)
The Torrens Joint Venture is located within the globally recognised iron‐oxide copper‐gold (IOCG) metallogenic province,
adjacent to the eastern margin of South Australia’s Gawler Craton (Stuart Shelf), within 40 kilometres of BHP Group’s Oak
Dam West copper discovery, 50 kilometres of Oz Minerals’ Carrapateena copper-gold deposit and 75 kilometres from BHP
Group’s Olympic Dam mine.
BHP Group’s recent discovery (November 2018) at Oak Dam West, located just 40 kilometres to the southwest of the
Torrens Project, has confirmed the validity of the Torrens target and the copper endowment of the Stuart Shelf.
Exploration
Geophysics
New geophysical survey data has defined numerous large areas that have the physical properties of IOCG deposits. This
survey has increased the probability of drilling success at Torrens due to its higher precision.
The Torrens Joint Venture Technical Committee has completed an initial phase of 2D modelling of selected target to
further define potential copper mineralisation at depth. Recent phases of geophysical modelling have benefitted from
improved geological interpretations completed by the technical committee and various expert consultants.

Drilling
After the reporting period, the Torrens Joint Venture commenced Stage One of a major drilling program. The Torrens
anomaly sits under approximately 400m of sediment cover and Stage One involves 8-10 drill holes to depths of 7001,500m, targeting priority drill targets.
The heli-portable drilling rig arrived at the Torrens JV Project in January 2019. This drilling program will be the first phase
of a multi-phase program that is expected to take 18-24 months and comprise 20-30 deep drill holes.
The first hole of the current program called TD7, was drilled to 858m. Preliminary geological results indicate evidence of
IOCG alteration mineralogy’s with a 60m zone of hematite + K feldspar + sericite and a broad zone of magnetite ± K
feldspar ± quartz ± chlorite. The core is undergoing further processing, sampling and analysis and results are expected
towards the end of April.
Drilling has now commenced at TD8. See Figure 3 for location of drill holes.
Gravity Targets
Argonaut has defined 28 gravity targets from modelling of gravity and magnetic data. These targets each display the
properties of large IOCG deposits. The targets have been categorised into four groups which are detailed in Table 1 below.
Table 1. Categorised gravity anomalies identified at Torrens. See Figure 3 for locations.
Target Type
Partial to non-coincident
gravity and magnetic anomaly
Coincident gravity and
magnetic anomaly
Gravity only anomaly
Deeper gravity anomaly

Description
Modelled magnetite anomaly offset from interpreted
hematite/sulphide mineralisation.
Largely coincident gravity and magnetic anomalies plus or
minus abutting non-magnetic interpreted hematite/sulphide
mineralisation.
Modelled gravity anomaly without a proximal magnetic
anomaly. Carrapateena-style.
Modelled gravity anomaly greater than 700m depth plus or
minus magnetic anomalism.

Targets
5
9
10
4

IOCG Deposits and Geophysics
Rocks with locally high concentrations of subsurface iron can be distinguished via gravity (high rock density) and magnetic
(high or low susceptibility to magnetism) surveys. These iron-rich rocks can be associated with economic concentrations of
copper and gold. Drilling of this type of anomaly along the eastern margin of the Gawler Craton has led to the discovery of
the Olympic Dam, Prominent Hill and Carrapateena mines, and more recently, the Oak Dam West deposit.
Different IOCG deposits have different geophysical characteristics. This is due to variations in the extent of iron alteration.
It is generally accepted that large bodies of high-density, magnetite-rich rock with low concentrations of copper can be
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altered into non-magnetic hematite which can carry higher copper and gold grades. This alteration from magnetic to nonmagnetic iron can be partial, as is the case at Olympic Dam and Prominent Hill, or complete as seen at Carrapateena and
Oak Dam West. It follows that IOCG gravity targets with a variety of relationships to magnetics can be prospective for
IOCG mineralisation.
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3D models of airborne survey data show the spatial relationship between gravity and magnetic anomalies more precisely.
This provides better definition of target zones and higher accuracy drill targeting.
The Torrens licence contains numerous gravity anomalies with a variety of gravity-magnetic relationships. These are
described in Table 1 and Figure 3.
Geophysical Modelling
There are several valid ways to model geophysical data. A common modelling technique is unconstrained inversion
modelling. This involves using the geophysical survey data to create three-dimensional, mathematical models without any
imposed geological constraints. Then, in the case of targets like Torrens where downhole geophysical measurements are
available from existing drill holes, the theoretical models are validated against real density and susceptibility measurements
taken from drill core.
The Torrens joint venture has completed the three-dimensional inversion modelling process and these results are
presented in Figures 1 to 3.
Additional 3D modelling of gravity and magnetic data using alternative modelling techniques has also been completed. The
output of this modelling will be used in conjunction with the inversion modelling and geological interpretations.
Finally, 2D modelling techniques are used to confirm and reinforce the targets prior to drilling.
Interpretations
Figure 1 shows that the gravity inversion model produced numerous gravity targets within the Torrens licence area. Figure
2 shows the relationship between a gravity inversion iso-surface and a magnetic inversion iso-surface. Argonaut has
categorised all significant gravity inversion highs according to their relationship with magnetics and depth. Anomalies that
occur at expected drilling depths and have coincident, partially coincident or non-coincident magnetic associations have
been categorised, as have those gravity anomalies without associated magnetic highs. Gravity targets at depths greater
than 700m are grouped separately. This categorisation of gravity targets is shown in Figure 3.

Figure 1. Gravity inversion model iso-surface (red) under GDD gravity image (colour) with existing drill holes (white).
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Figure 2. Gravity inversion model iso-surface (red) with magnetic inversion model iso-surface (transparent blue).
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Figure 3. Gravity inversion model targets by category.
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The Torrens Anomaly
The Torrens anomaly is a coincident magnetic and gravity anomaly with a footprint larger than that of Olympic Dam. The
anomaly is located at the Torrens hinge zone, a continent-scale zone of crustal weakness that appears to have been a
conduit for mineralising fluids from the Earth’s mantle.
Drilling of the Torrens anomaly by Western Mining Corporation in the late 1970s, and by the Torrens joint venture in 2007
and 2008, confirmed the existence of a major IOCG mineralising system beneath several hundred metres of sedimentary
cover.
Drilling is required to intercept the modelled copper-gold mineralisation. In the event of a discovery, the Torrens anomaly
has the scale to host a world-class copper-gold deposit.
Permits
Authority under the Aboriginal Heritage Act
On 15 February 2018, the Minister for Aboriginal Affairs and Reconciliation granted an authorisation under Section 23 of
the Aboriginal Heritage Act 1988. The authorisation allows for up to 70 deep diamond drill holes and covers an area of
120km2 over the Torrens gravity anomaly.
Appropriately, the authorisation requires the Torrens joint venture to stay in close consultative contact with two aboriginal
groups.
Operational Approval
The ‘Exploration Program for Environmental Protection and Rehabilitation’ for ongoing exploration activities including aerial
and ground gravity surveys and diamond drilling at exploration licence 5614 was approved in November 2017.
The approval permits the drilling of up to 70 deep diamond drill holes into the giant Torrens anomaly from the salt crust of
Lake Torrens.
Authorised drilling is subject to strict environmental controls.
Native Title Access
In April 2017, Argonaut announced that the South Australian ERD Court granted authority to enter and undertake mining
operations (exploration) within the area of EL5614.
High Court Refuses to Hear Native Title Appeals
The High Court refused applications by native title groups seeking special leave to appeal against the dismissal of three
native title claims over Lake Torrens.
In April 2018, three aboriginal groups filed applications in the High Court seeking special leave to appeal against the
dismissal of native title claims by the Federal Court. The High Court refused these applications on 19 October 2018.
There are no further avenues for appeal against the dismissal of native title claims over Lake Torrens, including the area of
the Torrens project.
The Torrens Joint Venture
The Torrens joint venture is between Argonaut Resources NL (30%) and Aeris Resources Limited (ASX: AIS) (70%) and
relates to the Torrens project, EL5614.
Argonaut’s subsidiary, Kelaray Pty Ltd, resigned as manager of the joint venture in September 2018. Aeris Resources’
subsidiary, Straits Exploration (Australia) Pty Ltd, is now manager.
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Figure 4. Lake Torrens exploration licences – Argonaut has a commanding land position
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Torrens Photo Gallery

Photo 1: Drilling equipment and helicopter landing pad at Lake Torrens, January 2019

Photo 2: EDM1500 drilling rig and drilling rods on engineered pontoons, January 2019
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Photo 3: Lake Torrens drilling is helicopter supported to avoid heavy vehicle traffic on the salt lake crust, January 2019

Photo 4: A driller insets a diamond drilling bit at drillhole TD7, January 2019
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Murdie, South Australia
(Argonaut 100%)
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Argonaut Resources holds two highly prospective South Australian exploration licences, EL5937 and EL5945 (Figure 4).
The licences are contiguous with the Company’s Torrens joint venture project in South Australia. The licence areas
encompass a confirmed IOCG target in an area known as Murdie as well as a second anomaly at West Lake Torrens.
The licences cover an area of 1,015 square kilometres and are located immediately south and east of the Torrens project
and east of the Carrapateena deposit (Figure 4).
The Murdie and West Lake Torrens targets constitute excellent exploration opportunities in their own right and provide
Argonaut with a commanding land holding in the event of a discovery at Torrens.
Argonaut’s subsidiary, Kelaray, has been granted native title authority to access the Murdie and West Lake Torrens targets
and exercise exploration rights under the licences.
An Exploration Program for Environmental Protection and Rehabilitation (E-PEPR) for exploration activities including aerial
and ground gravity surveys and diamond drilling at Murdie is now in preparation. The Murdie E-PEPR will be submitted for
assessment once detailed exploration planning has been completed.
Initial geophysical modelling of the Murdie and West Lake Torrens targets was completed subsequent to the reporting
period. This modelling has succeeded in defining the known target areas to a resolution suitable for drilling and has also
defined substantial new gravity-only targets, along the lines of the anomalies that led to the discovery of Oak Dam West
and Carrapateena.

Lumwana West, Zambia
(Argonaut 90%)
The Lumwana West project is in the Central African Copperbelt, North-Western Province, Zambia. The area is prospective
for large tonnage, low to medium grade copper/cobalt deposits. There are several major mines nearby to Lumwana West
that are hosted in similar geological settings (Figure 5).
Argonaut, via its 90% held subsidiary, Mwombezhi Resources Ltd, has been successful in intercepting broad copper and
cobalt intercepts at the Nyungu deposit. The upturn in commodity prices has caused the value of the Nyungu deposit to
increase sharply. With the benefit of a newly granted licence, Argonaut has proceeded to a scoping mining study and is
now developing a process flow-sheet to better understand the economics of a potential mine.
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Figure 5. Lumwana West licence showing the Nyungu copper-cobalt deposit plus nearby mines and infrastructure.

Metallurgical Test Work
Argonaut has identified the potential for a two-stage, low capital cost, short lead-time copper-cobalt mine. The high priority
processes for investigation are:
 Stage one – dense media separation of cobalt oxide
 Stage two – heap leach and solvent extraction from copper and cobalt sulphides
Metallurgical samples have been selected from existing drill core and these samples have been exported to Australia for
test work. Initial test work will involve a mineralogical study of the four mineralisation types. Results of this initial work will
direct further test work and infill drilling at Nyungu Central.
Follow-up metallurgical work may include:
 dense media separation of copper and cobalt oxide;
 leaching of copper and copper-cobalt sulphide; and
 conventional flotation of copper-cobalt sulphide.
Mining Study
RPM conducted a preliminary open pit optimisation study on the Nyungu Central and Nyungu South deposits. The
modelling was conducted for copper production only using costs from similar mines with highly encouraging results.
Modelling shows excellent deposit geometry via a very low stripping ratio (Figure 6).
 Stripping ratio of 1.5 to 1 for the optimum pit at the current copper price; and
 Stripping ratio of 2.3 to 1 to a depth of >300m at 150% of the current copper price, indicating the deposit has a low
sensitivity to stripping ratio.
RPM concluded the project had economic potential and warrants further studies.

12

Argonaut Resources NL
Directors' report
31 December 2018

For personal use only

Copper and Cobalt Exploration Targets
RPM have previously estimated Exploration Targets for both copper and cobalt mineralisation at Nyungu. These are shown
below in Table 2.
Table 2. Nyungu March 2017 Exploration Target

Commodity
Copper*
Cobalt^

Tonnage Range (Mt)
130 to 180
15 to 20

Grade Range (%)
0.45 to 0.65
0.08 to 0.12

Contained Metal Range (kt)
580 to 1,150
12 to 24

The potential quantity and grade of the Exploration Target is conceptual in nature. There has been insufficient exploration
to estimate a Mineral Resource and it is uncertain if further exploration will result in the estimation of a Mineral Resource.
* Copper Exploration Target announced to the ASX by Argonaut on 9 April 2013.
^ Cobalt Exploration Target announced to the ASX by Argonaut on 27 March 2017.
Both Exploration Targets are estimated to JORC 2012 standards.
Argonaut is planning to undertake a drilling program targeting cobalt of at least 3,000 metres as soon as possible. Various
consent and permits for the drilling have now been granted by Zambian authorisies.

Figure 6. Nyungu Central long-section, looking east. Preliminary pit optimisation open pit shells. White shell has stripping
ratio of 1.5 to 1 and reflects the optimisation at the current copper price. The light blue shell has a stripping ratio of 2.3 to 1
and is economic at 150% of the current copper price.
Copper-Cobalt deposit
The Nyungu Copper-Cobalt deposit was drilled by Argonaut in 2011 and 2012. 48 drill holes for 9,019m were considered
by RPM in its studies of Nyungu. This drilling targeted copper mineralisation, rather than cobalt, due to the metal prices at
the time.
Cobalt mineralisation tends to sit at the footwall of the Nyungu Central deposit in a relatively predictable manner (Figure 8),
typically with grades of 0.1%. Wide high-grade zones, such as 23m at 0.21% cobalt, have been intercepted.
Three cobalt domains have been defined using wireframes for estimation purposes (Figure 8). These cobalt domains sit
within the envelope of copper mineralisation (Figures 7 and 8).
Resource Upgrade
Cobalt Oxide
Initial drilling targeted fresh copper sulphide mineralisation i.e. copper mineralisation below the weathered (oxide and
transitional) zones. Consequently, very few existing drill holes intercept mineralisation in these weathered zones.
A program of shallow drilling has the potential to significantly upgrade copper and copper-cobalt mineralisation in the oxide
and transitional zones. This is particularly significant because of the favourable metallurgical properties of cobalt oxide.
Much of the cobalt produced in the DRC is mined from cobalt oxide.
Argonaut is now permitted to undertake drilling targeting these zones, which could logically commence in the 2019 Zambia
dry season (May to November). This drilling will provide both resource estimation data and metallurgical samples for dense
media separation and leach test work.
Cobalt Sulphide
The Nyungu Central deposit plunges gently to the north. Existing drill holes targeted this plunging mineralisation to
approximately 300m below the surface. The cobalt grades increase down-plunge and copper grades stay roughly
consistent.
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The preliminary mining study, discussed below, clearly demonstrates that deeper drilling is now warranted at Nyungu
Central due to the low stripping ratio, favourable deposit geometry and increased cobalt value. This drilling will increase the
contained tonnages of both copper and cobalt.
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Tenure
The Lumwana West large-scale exploration licence was reissued in February 2018 for a maximum period of 10 years. The
licence covers 568 square kilometres.

Figure 7. Nyungu Central, copper wireframes. Oblique view.

Figure 8. Nyungu Central, cobalt wireframes. Oblique view.
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Alford, South Australia

For personal use only

(Argonaut 100%)
The Alford Project on South Australia’s Yorke Peninsula lies 20km north-east of Wallaroo within the geological province
known as the Olympic Domain. The tenement is prospective for iron oxide copper-gold mineralisation as found at
Prominent Hill mine, Olympic Dam mine and the Hillside Project.
No field based work was undertaken at Alford during the reporting period.

Kroombit, Queensland
(Argonaut 100%)
Background
Argonaut holds a 100% interest in the Kroombit zinc-copper deposit in Central Queensland via its interest in ML5631 and
MDL2002. Mining on ML5631 is subject to a 2% net smelter royalty, payable to Aeris Resources Ltd.
On 11 June 2009 Argonaut announced a maiden resource estimation for the Kroombit deposit. The Indicated and Inferred
Resources at Kroombit comprise:
 a Zinc Resource of 5.2 million tonnes at 1.9% zinc and 0.15% copper using a cut-off of 1.0% Zn, for 98,800 tonnes
of zinc and 7,800 tonnes of copper; and
 a Copper Resource of 0.9 million tonnes at 1.0% copper at a cut-off of 0.5% Cu for 9,000 tonnes of copper.
In addition, Exploration Results are reported comprising a defined Exploration Potential of between:
 1 million and 1.5 million tonnes at 1.5% to 2.0% zinc, and between
 0.5 million and 1 million tonnes at 0.7% to 1.3% copper.
No field-based work was undertaken at Kroombit during the reporting period.

Aroona, South Australia
(Argonaut 100%)
The Aroona licence, is subject to a joint venture agreement with Perilya Limited.
No field based work was undertaken at Aroona during the reporting period.

Higginsville, Western Australia
(Argonaut earning 80%)
The tenements that make-up the Higginsville project are in Western Australia’s Eastern Goldfields (Figure 9). Geologically,
the package sits within the Norseman-Wiluna Belt, a belt of ancient rocks endowed with gold and nickel that sits within the
broader Yilgarn Craton.
Approximately 70% of Australia’s historical gold production has come from the Yilgarn Craton and most of that from the
Norseman-Wiluna Belt.
The Higginsville Project is located south of Kambalda, west of Lake Cowan and adjacent to the Higginsville mine where
over two million ounces of gold has been defined.
The package of tenements at Higginsville is held by Loded Dog Prospecting Pty Ltd. Argonaut and Loded Dog Prospecting
are parties to an earn-in joint venture agreement which grants Argonaut the right to earn up to 80% of the tenements in two
phases. The earn-in agreement is currently in the first phase.
Gold Exploration
Argonaut’s goals are to explore for near-surface oxide gold in areas with historic shallow drilling results and to target
deeper primary gold mineralisation at previously untested depths.
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The Amorphous and Footes Find targets are located approximately 5km along existing roads from an operating mill (Figure
9) and present an excellent opportunity for a meaningful, near-term exploration outcome.

Figure 9. Higginsville tenement location.
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Figure 10. Amorphous Prospect showing drill collars, 2017 intercepts and gold contour grades.

Nickel Exploration
Argonaut is currently investigating the nickel potential of the Higginsville Project following the recent high-grade nickel
intercepts returned from the Cassini deposit (Figure 9) and announced by Mincor in December 2018.
The mineralisation model is typical of Kambalda-style komatiitic nickel sulphide deposits, comprising Ni-Cu-PGE ores
identified by using geochemistry, geophysical and stratigraphic analysis. Argonaut will review the electromagnetic
surveying exploration technique and a desktop review of the existing data is currently underway to determine prospectivity.
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Agreement Terms
Argonaut and Loded Dog Prospecting Pty Ltd executed the Eastern Goldfields Earn-In Joint Venture and Royalty
Agreement on 7 February 2017. Under the agreement, Argonaut has the right to earn an 80% interest in the tenement
package according to the following terms:
 Argonaut can earn a 51% interest in the tenement package in exchange for completing $500,000 in exploration
expenditure within two years of commencement; and
 Argonaut may earn a further 29% interest, for a total of 80%, for completing an additional $1,500,000 in exploration
expenditure within a further three years.
 Reimbursement of tenement acquisition expenses totalling $250,000 are payable by Argonaut progressively under
the agreement.
o Reimbursement of $100,000 is payable on execution of the definitive earn-in agreement;
o Reimbursement of $75,000 is payable on the first anniversary; and
o Reimbursement of $75,000 is payable on election to proceed to the second phase of the earn-in.
 An issue of ordinary fully paid Argonaut shares valued at $50,000 was issued on execution of the definitive earn-in
agreement.
The earn-in agreement was in the first phase during the reporting period.

Crescent Lake, Canada
(Argonaut 100%)
On 4 March 2016, Argonaut released details of the Crescent Lake Lithium Project to the ASX. The initial acquisition
included the Falcon Lake and Zigzag areas. On 8 June 2016, Argonaut announced the grant of 22 additional claims in the
Crescent Lake area. These claims are 100% held by Argonaut.
On 28 February 2017, Argonaut exercised its option to acquire 100% of the Falcon Lake and Zigzag claims.
Argonaut is prepared to divest its portfolio of lithium exploration assets and is considering its options in this regard.

About Argonaut
Argonaut Resources NL is an Australian Securities Exchange listed exploration and development company focused on the
Torrens copper anomaly in joint venture with Aeris Resources Ltd in South Australia and the Nyungu copper-cobalt project
at Lumwana West in north-western Zambia.
Lindsay Owler
Director and CEO
Argonaut Resources NL
Sections of information contained in this report that relate to Exploration Results were compiled or supervised by Mr
Lindsay Owler BSc, MAusIMM who is a Member of the Australasian Institute of Mining and Metallurgy and is a full-time
employee of Argonaut Resources NL. Mr Owler holds shares and options in Argonaut Resources NL, details of which are
disclosed in the Company’s 2018 Annual Report. Mr Owler has sufficient experience which is relevant to the style of
mineral deposits under consideration and to the activity which he is undertaking to qualify as a Competent Person as
defined in the 2012 edition of the “Australasian Code for Reporting of Mineral Resources and Ore Reserves”. Mr Owler
consents to the inclusion in this report of the matters based on his information in the form and context in which it appears.
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Significant changes in the state of affairs
There were no significant changes in the state of affairs of the consolidated entity during the financial half-year.
Matters subsequent to the end of the financial half-year
A major drilling program commenced on 20 January 2019 for the Lake Torrens Project. A heli-portable drilling rig has
commenced drilling into the Torrens gravity anomaly under the salt crust of Lake Torrens in outback South Australia.
Argonaut was awarded ELA 2018/16, a 198 square kilometre exploration licence area in three parts. Part of ELA 2018/160
adjoins the Torrens licence and a separate part covers the Red Dam IOCG target.
Subsequent to the period Argonaut served a notice to its partners that it had completed the phase one earn-in under the
Eastern Goldfields JV agreement.
No other matter or circumstance has arisen since 31 December 2018 that has significantly affected, or may significantly
affect the consolidated entity's operations, the results of those operations, or the consolidated entity's state of affairs in future
financial years.
Auditor's independence declaration
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out
immediately after this directors' report.
This report is made in accordance with a resolution of directors, pursuant to section 306(3)(a) of the Corporations Act 2001.
On behalf of the directors

___________________________
Patrick Elliott
Chairman
15 March 2019
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Ernst & Young
200 George Street
Sydney NSW 2000 Australia
GPO Box 2646 Sydney NSW 2001

Tel: +61 2 9248 5555
Fax: +61 2 9248 5959
ey.com/au

Auditor’s Independence Declaration to the Directors of Argonaut
Resources NL
As lead auditor for the review of Argonaut Resources NL for the half-year ended 31 December 2018, I
declare to the best of my knowledge and belief, there have been:
a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the review; and
b) no contraventions of any applicable code of professional conduct in relation to the review.
This declaration is in respect of the half-year financial report of Argonaut Resources NL and the
entities it controlled during the financial period.

Ernst & Young

Scott Jarrett
Partner
15 March 2019

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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General information
The financial statements cover Argonaut Resources NL as a group consisting of Argonaut Resources NL and the entities it
controlled at the end of, or during, the half-year. The financial statements are presented in Australian dollars, which is
Argonaut Resources NL's functional and presentation currency.
Argonaut Resources NL is a listed public company limited by shares, incorporated and domiciled in Australia. Its registered
office and principal place of business is:
Level 5, 126 Phillip Street
Sydney NSW 2000

A description of the nature of the consolidated entity's operations and its principal activities are included in the notes to the
financial statements.
The financial statements were authorised for issue, in accordance with a resolution of directors, on 15 March 2019.

21

Argonaut Resources NL
Statement of profit or loss and other comprehensive income
For the half-year ended 31 December 2018
Note
3
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Other income
Expenses
Employee benefits expense
Office administration expenses
Depreciation and amortisation expense
Impairment of financial assets
Exploration costs expensed
Share based payments
Other expenses
Loss before income tax expense

Consolidated
31 Dec 2018 31 Dec 2017
$
$
873,841

6,320

(497,961)
(149,345)
(1,673)
(781,082)
(142,844)
(45,690)
(300,829)

(375,647)
(342,537)
(242)
(59,738)
(537,600)
(319,466)

(1,045,583)

(1,628,910)

-

-

(1,045,583)

(1,628,910)

3,517

15,783

3,517

15,783

(1,042,066)

(1,613,127)

Income tax expense
Loss after income tax expense for the half-year attributable to the owners of
Argonaut Resources NL
Other comprehensive income
Items that may be reclassified subsequently to profit or loss
Foreign currency translation

6

Other comprehensive income for the half-year, net of tax
Total comprehensive income for the half-year attributable to the owners of
Argonaut Resources NL

Cents

Basic earnings per share
Diluted earnings per share

10
10

Cents

(0.07)
(0.07)

The above statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes
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Statement of financial position
As at 31 December 2018
Note

Consolidated
31 Dec 2018 30 Jun 2018
$
$
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Assets
Current assets
Cash and cash equivalents
Trade and other receivables
Other
Total current assets

4,692,631
57,765
31,500
4,781,896

5,335,855
96,496
47,465
5,479,816

20,721
1,567,627
1,588,348

22,394
1,860,755
1,883,149

6,370,244

7,362,965

Current liabilities
Trade and other payables
Employee benefits
Total current liabilities

415,543
350,240
765,783

504,540
249,119
753,659

Total liabilities

765,783

753,659

5,604,461

6,609,306

51,654,064
(1,967,034)
(44,082,569)

51,662,533
(2,016,241)
(43,036,986)

5,604,461

6,609,306

Non-current assets
Property, plant and equipment
Exploration and evaluation
Total non-current assets

4

Total assets
Liabilities

Net assets

Equity
Issued capital
Reserves
Accumulated losses

5
6

Total equity

The above statement of financial position should be read in conjunction with the accompanying notes
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Statement of changes in equity
For the half-year ended 31 December 2018

Consolidated

Share based
payments Accumulated
reserve
losses
Total equity
$
$
$

Other
reserves
$

43,675,768

(3,332,654)

761,571

(40,446,534)

658,151

Loss after income tax expense for the half-year
Other comprehensive income for the half-year,
net of tax

-

-

-

(1,628,910)

(1,628,910)

-

15,783

-

-

15,783

Total comprehensive income for the half-year

-

15,783

-

(1,628,910)

(1,613,127)

2,349,987
-

-

537,600

-

2,349,987
537,600

46,025,755

(3,316,871)

1,299,171

(42,075,444)

1,932,611
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Balance at 1 July 2017

Contributed
equity
$

Transactions with owners in their capacity as
owners:
Contributions of equity, net of transaction costs
Share based payments
Balance at 31 December 2017

Consolidated
Balance at 1 July 2018

Contributed
equity
$

Share based
payments Accumulated
reserve
losses
Total equity
$
$
$

Other
reserves
$

51,662,533

(3,315,412)

1,299,171

(43,036,986)

6,609,306

Loss after income tax expense for the half-year
Other comprehensive income for the half-year,
net of tax

-

-

-

(1,045,583)

(1,045,583)

-

3,517

-

-

3,517

Total comprehensive income for the half-year

-

3,517

-

(1,045,583)

(1,042,066)

Transactions with owners in their capacity as
owners:
Share based payments
Contributions of equity

(8,469)

-

45,690
-

-

45,690
(8,469)

51,654,064

(3,311,895)

1,344,861

(44,082,569)

5,604,461

Balance at 31 December 2018

The above statement of changes in equity should be read in conjunction with the accompanying notes
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Argonaut Resources NL
Statement of cash flows
For the half-year ended 31 December 2018
Note

Consolidated
31 Dec 2018 31 Dec 2017
$
$
(994,574)
35,217
838,624

(1,219,245)
6,320
-

Net cash used in operating activities

(120,733)

(1,212,925)

Cash flows from investing activities
Payments for property, plant and equipment
Payments for exploration and evaluation

(514,022)

(3,010)
(217,594)

Net cash used in investing activities

(514,022)

(220,604)

(8,469)

2,475,250
(125,263)

(8,469)

2,349,987

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial half-year

(643,224)
5,335,855

916,458
62,015

Cash and cash equivalents at the end of the financial half-year

4,692,631

978,473
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Cash flows from operating activities
Payments to suppliers and employees
Interest received
Reimbursement of costs from JV partner

Cash flows from financing activities
Proceeds from issue of shares
Share issue transaction costs
Net cash from/(used in) financing activities

5

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

Argonaut Resources NL
Notes to the financial statements
31 December 2018
Note 1. Significant accounting policies
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These general purpose financial statements for the interim half-year reporting period ended 31 December 2018 have been
prepared in accordance with Australian Accounting Standard AASB 134 'Interim Financial Reporting' and the Corporations
Act 2001, as appropriate for for-profit oriented entities. Compliance with AASB 134 ensures compliance with International
Financial Reporting Standard IAS 34 'Interim Financial Reporting'.
These general purpose financial statements do not include all the notes of the type normally included in annual financial
statements. Accordingly, these financial statements are to be read in conjunction with the annual report for the year ended
30 June 2018 and any public announcements made by the company during the interim reporting period in accordance with
the continuous disclosure requirements of the Corporations Act 2001.
The principal accounting policies adopted are consistent with those of the previous financial year and corresponding interim
reporting period, unless otherwise stated.
New or amended Accounting Standards and Interpretations adopted
The consolidated entity has adopted all of the new or amended Accounting Standards and Interpretations issued by the
Australian Accounting Standards Board ('AASB') that are mandatory for the current reporting period.
Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early adopted.
The adoption of these Accounting Standards and Interpretations did not have any significant impact on the financial
performance or position of the consolidated entity.
The following Accounting Standards and Interpretations are most relevant to the consolidated entity:
AASB 9 Financial Instruments
The consolidated entity has adopted AASB 9 from 1 July 2018. The standard introduced new classification and measurement
models for financial assets. A financial asset shall be measured at amortised cost if it is held within a business model whose
objective is to hold assets in order to collect contractual cash flows which arise on specified dates and that are solely principal
and interest. A debt investment shall be measured at fair value through other comprehensive income if it is held within a
business model whose objective is to both hold assets in order to collect contractual cash flows which arise on specified
dates that are solely principal and interest as well as selling the asset on the basis of its fair value. All other financial assets
are classified and measured at fair value through profit or loss unless the entity makes an irrevocable election on initial
recognition to present gains and losses on equity instruments (that are not held-for-trading or contingent consideration
recognised in a business combination) in other comprehensive income ('OCI'). Despite these requirements, a financial asset
may be irrevocably designated as measured at fair value through profit or loss to reduce the effect of, or eliminate, an
accounting mismatch. For financial liabilities designated at fair value through profit or loss, the standard requires the portion
of the change in fair value that relates to the entity's own credit risk to be presented in OCI (unless it would create an
accounting mismatch). New simpler hedge accounting requirements are intended to more closely align the accounting
treatment with the risk management activities of the entity. New impairment requirements use an 'expected credit loss' ('ECL')
model to recognise an allowance. Impairment is measured using a 12-month ECL method unless the credit risk on a financial
instrument has increased significantly since initial recognition in which case the lifetime ECL method is adopted. For
receivables, a simplified approach to measuring expected credit losses using a lifetime expected loss allowance is available.
The adoption of this new Standard did not have any material impact to the current and prior period reporting.
Going concern
The financial report has been prepared on a going concern basis, which assumes continuity of normal business activities
and the realisation of assets and the settlement of liabilities in the ordinary course of business. The consolidated entity has
incurred net losses after tax of $1,045,583 (2017: $1,628,910) and net cash outflows from operating and investing activities
of $634,755 (2017: $1,433,529) for the period ended 31 December 2018.
The directors have prepared cash flow forecasts which indicate that the current cash resources will be sufficient to fund
planned exploration expenditure, other principal activities and working capital requirements without the sale of non-core
assets and/or capital raising to fund its current operations through to March 2020.
Based on the cash flow forecasts, the directors are confident that the consolidated entity will be able continue as a going
concern.
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Notes to the financial statements
31 December 2018
Note 2. Operating segments
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Identification of reportable operating segments
The Chief Operating Decision Maker (CODM) reviews only direct exploration expenditure. As such no segment results or
revenues are separately disclosed. The accounting policies adopted for internal reporting to the CODM are consistent with
those adopted in the financial statements.
The information reported to the CODM is on a monthly basis.
Segment assets
Segment assets are those operating assets of the entity that the CODM views as directly attributing to the performance of
the segment. These are the mining and exploration assets.
Where an asset is used across multiple segments, the asset is allocated to the segment that receives the majority of
economic value from the asset. In the majority of instances, segment assets are clearly identifiable on the basis of their
nature and physical location.
Corporate office activities
Corporate office activities comprise of non-segmental revenues and expenses and are therefore not allocated to operating
segments.
Operating segment information
Australia
$

Consolidated - 31 Dec 2018
Assets
Exploration assets
Unallocated assets:
Cash and cash equivalents
Other assets
Total assets

Canada
$

1,175,089

Zambia
$
-

392,538

Total
$
1,567,627
4,692,631
109,986
6,370,244

Liabilities
Unallocated liabilities:
Current
Total liabilities

765,783
765,783
Australia
$

Consolidated - 30 Jun 2018
Assets
Exploration assets
Unallocated assets:
Cash and cash equivalents
Other assets
Total assets

1,032,745

Canada
$
637,749

Zambia
$
190,261

Total
$
1,860,755
5,335,855
166,355
7,362,965

Liabilities
Unallocated liabilities:
Current
Total liabilities

753,659
753,659
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Notes to the financial statements
31 December 2018
Note 3. Other income
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Consolidated
31 Dec 2018 31 Dec 2017
$
$
Interest
Reimbursement of JV costs previously expensed in profit and loss

35,217
838,624

6,320
-

Other income

873,841

6,320

Note 4. Non-current assets - Exploration and evaluation
Consolidated
31 Dec 2018 30 Jun 2018
$
$

Exploration and evaluation assets
Less: Impairment

9,256,495
(7,688,868)

8,768,542
(6,907,787)

1,567,627

1,860,755

Reconciliations
Reconciliations of the written down values at the beginning and end of the current financial half-year are set out below:
Australia
$

Consolidated

Mwombezhi
Zambia
$

Canada
$

Total
$

Balance at 1 July 2018
Expenditure during the half-year
Impairment of assets

1,032,745
195,338
(52,994)

637,749
90,338
(728,087)

190,261
202,277
-

1,860,755
487,953
(781,081)

Balance at 31 December 2018

1,175,089

-

392,538

1,567,627

The Directors had reviewed the current market conditions relating to commodity prices and exploration results and the
carrying value as at 31 December 2018 represents the Directors' view of these assets, which are expected to be recovered.
Note 5. Equity - Issued capital
Consolidated
31 Dec 2018 30 Jun 2018 31 Dec 2018 30 Jun 2018
Shares
Shares
$
$

Ordinary shares - fully paid

1,554,380,617

1,554,380,617

51,654,064

Shares under option
Unissued ordinary shares of Argonaut Resources NL under option as at 31 December 2018 are as follows:
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51,662,533

Argonaut Resources NL
Notes to the financial statements
31 December 2018
Note 5. Equity - Issued capital (continued)
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Grant date
10/06/2016
07/12/2016
03/11/2017

Number
Exercise price under option

Expiry date
30/06/2019
31/12/2021
31/12/2022

$0.020
$0.030
$0.030

15,000,000
22,000,000
28,000,000
65,000,000

No person entitled to exercise the options had or has any right by virtue of the option to participate in any share issue of the
company or of any other body corporate.
Movements in ordinary share capital
Details

Date

Shares

$

Balance
Less share issue costs

1 July 2018

1,554,380,617
-

51,662,533
(8,469)

Balance

31 December 2018

1,554,380,617

51,654,064

Ordinary shares
Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the company in proportion
to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and the company
does not have a limited amount of authorised capital.
On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each
share shall have one vote.
Transactions costs of $8,469 were paid relating to prior period capital raising.
Share buy-back
There is no current on-market share buy-back.
Note 6. Equity - Reserves
Consolidated
31 Dec 2018 30 Jun 2018
$
$

Foreign currency reserve
Share based payments reserve
Transaction between shareholders reserve

(1,724,808)
1,344,861
(1,587,087)

(1,728,325)
1,299,171
(1,587,087)

(1,967,034)

(2,016,241)

Foreign currency reserve
The reserve is used to recognise exchange differences arising from the translation of the financial statements of foreign
operations to Australian dollars. It is also used to recognise gains and losses on hedges of the net investments in foreign
operations.
Share based payments reserve
The reserve is used to recognise the value of equity benefits provided to employees and directors as part of their
remuneration, and other parties as part of their compensation for services.
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Note 6. Equity - Reserves (continued)
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Movements in reserves
Movements in each class of reserve during the current financial half-year are set out below:
Transaction
Share based
between
payment
shareholders
reserve
reserve
$
$

Consolidated

Foreign
currency
reserve
$

Balance at 1 July 2018
Foreign currency translation
Share based payments

(1,728,325)
3,517
-

1,299,171
45,690

(1,587,087)
-

(2,016,241)
3,517
45,690

Balance at 31 December 2018

(1,724,808)

1,344,861

(1,587,087)

(1,967,034)

Total
$

Note 7. Equity - Dividends
There were no dividends paid, recommended or declared during the current or previous financial half-year.
Note 8. Net fair values
The carrying amounts of trade and other receivables and trade and other payables are assumed to approximate their fair
values due to their short-term nature.
Note 9. Events after the reporting period
A major drilling program commenced on 20 January 2019 for the Lake Torrens Project. A heli-portable drilling rig has
commenced drilling into the Torrens gravity anomaly under the salt crust of Lake Torrens in outback South Australia.
Argonaut was awarded ELA 2018/16, a 198 square kilometre exploration licence area in three parts. Part of ELA 2018/160
adjoins the Torrens licence and a separate part covers the Red Dam IOCG target.
Subsequent to the period Argonaut served a notice to its partners that it had completed the phase one earn-in under the
Eastern Goldfields JV agreement.
No other matter or circumstance has arisen since 31 December 2018 that has significantly affected, or may significantly
affect the consolidated entity's operations, the results of those operations, or the consolidated entity's state of affairs in future
financial years.
Note 10. Earnings per share
Consolidated
31 Dec 2018 31 Dec 2017
$
$

Loss after income tax attributable to the owners of Argonaut Resources NL

(1,045,583)

(1,628,910)

Number

Number

Weighted average number of ordinary shares used in calculating basic earnings per share

1,554,380,617

962,045,948

Weighted average number of ordinary shares used in calculating diluted earnings per share

1,554,380,617

962,045,948
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Note 10. Earnings per share (continued)
Cents
(0.07)
(0.07)
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Basic earnings per share
Diluted earnings per share

Cents
(0.17)
(0.17)

At the reporting date, the Company has 65,000,000 (31 December 2017: 92,333,181) options issued and are in the money
that could potentially dilute basic earnings per share in the future, but were not included in the calculation of diluted earnings
per share because they are anti-dilutive for the periods presented.
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Argonaut Resources NL
Directors' declaration
31 December 2018
In the directors' opinion:
the attached financial statements and notes comply with the Corporations Act 2001, Australian Accounting Standard
AASB 134 'Interim Financial Reporting', the Corporations Regulations 2001 and other mandatory professional reporting
requirements;
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●

●

the attached financial statements and notes give a true and fair view of the consolidated entity's financial position as at
31 December 2018 and of its performance for the financial half-year ended on that date; and

●

there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due
and payable.

Signed in accordance with a resolution of directors made pursuant to section 303(5)(a) of the Corporations Act 2001.
On behalf of the directors

___________________________
Patrick Elliott
Chairman
15 March 2019

32

Ernst & Young
200 George Street
Sydney NSW 2000 Australia
GPO Box 2646 Sydney NSW 2001

Tel: +61 2 9248 5555
Fax: +61 2 9248 5959
ey.com/au

For personal use only

Independent Auditor's Review Report to the Members of Argonaut
Resources NL
Report on the Half-Year Financial Report
Conclusion
We have reviewed the accompanying half-year financial report of Argonaut Resources NL (the Company) and
its subsidiaries (collectively the Group), which comprises the consolidated statement of financial position as
at 31 December 2018, the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the half-year
ended on that date, notes comprising a summary of significant accounting policies and other explanatory
information, and the directors’ declaration.
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe that
the half-year financial report of the Group is not in accordance with the Corporations Act 2001, including:
a) giving a true and fair view of the consolidated financial position of the Group as at 31 December 2018
and of its consolidated financial 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.

Directors’ Responsibility for the Half-Year Financial Report
The directors of the Company are responsible for the preparation of the half-year financial report that gives
a true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and
for such internal control as the directors determine is necessary to enable the preparation of the half-year
financial report that is free from material misstatement, whether due to fraud 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, anything has come to our attention that causes us to believe that the half-year
financial report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of
the Group’s consolidated financial position as at 31 December 2018 and its consolidated financial
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 the Group, 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.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Independence
In conducting our review, we have complied with the independence requirements of the Corporations Act
2001.

Ernst & Young

Scott Jarrett
Partner
Sydney
15 March 2019
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