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Corporately, the Company continues to examine a

contribution to the Company’s progress for fear of

vast array of possible corporate and asset

omitting and offending too many people. Needless

acquisitions to see if they can meet the stringent

to say, the list of people needed to be thanked

financial, operating and political criteria demanded

would be long and impressive. It is hopefully

by the Company.

In addition, the Company

enough to just broadly thank our Chinese staff and

continues to evaluate and discuss the listing of

contractors, our foreign national staff (“ex pats”),

Griffin on the Hong Kong Stock Exchange with a

senior management and the directors. But it would

significant number of investment banks in Hong

be remiss of me not to specifically thank Dr Bo

Kong.

Zhou, our Chief Representative in China, whose
great labour has been the successful conclusion to

As I have mentioned far too many times, all mining

the Transaction. His efforts have been Herculean

companies are subject to the vagaries of commodity

and he has all of our thanks.

prices. In normal circumstances, these prices are
substantially governed by supply and demand

Finally if I may, yet again, use the quote I used in

equations and, to a lesser extent, commodity

my Chairman’s Statement in the 2003 Annual

traders. Unfortunately, since the Global Financial

Report from that giant statesman, Sir Winston

Crisis in 2008 and the fiscal irresponsibility of

Churchill, “Now this is not the end. It is not even

investment banks, commercial banks and all levels

the beginning of the end. But it is, perhaps, the

of government, economic growth, so often driven

end of the beginning.”

by debt, has faltered.

Whilst China and the

something quite extraordinary at Caijiaying, and

emerging markets continue to grow and demand

now, with full management control of a world class

raw materials, the outlook looks rosy, particularly

orebody, a very long mine life and, with a fair wind

for the supply deficit predicted in the zinc market

and compliant commodities prices, something truly

in the next 2 years. However, uncertainty remains

amazing can be achieved at Caijiaying and Griffin.

with the mountain of debt in the public sector, the

Please stay with us as we race forward on that

undercapitalized banking sector and the contracting

journey.

Griffin has started

economies of the European Union and the
inevitable consequences for world trade, growth
and commodities demand. We can only sit and
wait to see what will be the outcome of this fiasco.

Mladen Ninkov
Chairman

With over 700 contractors and staff now engaged

28 May 2012

by the Company, it would be impossible and unjust
to

mention

specific

individuals

and

their
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GRIFFIN MINING LIMITED

OPERATIONAL REVIEW 2011
FINANCIAL
Griffin Mining Limited (the “Company” or

• Record 1,909 tonnes of lead in concentrate were

“Griffin”) and its subsidiaries (together the

produced, compared to 690 tonnes in 2010, a

“Group”) achieved record results in 2011 with

177% increase.

record production and record profit before tax of
$39,953,000 (2010 - $11,236,000). The record

Despite market prices for zinc metal in 2011

results follow the completion of processing plant

remaining generally unchanged from 2010, the

upgrades,

average price per tonne of zinc metal in

increased

mining

rates

with

uninterrupted production throughout the year.

concentrate received increased to $1,546 in 2011
from $1,409 in 2010, indicating increased demand

Revenues increased to a record $79,062,000 (2010

for zinc concentrate within China. The average

$41,050,000) with record metal in concentrate sales

price received for all other metals in concentrate

resulting in increased profits from operations of

sold in 2011 also improved over that achieved in

$36,832,000 in 2011 from $13,143,000 in 2010. In

2010 with the average price received for gold being

summary:

$1,438 per oz (2010 - $1,027), silver $26 per oz
(2010 - $13.50) and lead $2,054 per tonne (2010 -

• Record 695,848 tonnes of ore were mined,

$1,741).

compared to 389,496 tonnes in 2010, a 79%
increase;

Costs of sales increased in 2011 to $31,918,000

• Record 715,955 tonnes of ore were processed,

from $16,780,000 in 2010 due to increased

compared to 420,928 tonnes in 2010, a 70%

production and mining and haulage costs

increase;

increasing as lower mine levels were accessed.

• Record 36,283 tonnes of zinc metal in

With the commissioning of the upgraded

concentrate were produced, compared to 22,044

processing facilities, processing costs per tonne fell

tonnes in 2010, a 65% increase;

during 2011 as economies of scale begin to be felt

• Record 10,281 ounces of gold in concentrate

with increased production.

were produced, compared to 7,067 ounces in
2010, a 45% increase;
• Record 312,509 ounces of silver in concentrate
were produced, compared to 157,679 ounces in
2010, a 98% increase; and

8

Group operating costs, including mine site
administration costs, fell in 2011 to $10,312,000
from $11,127,000 in 2010.

R E P O RT A N D A C C O U N T S 2 0 11

With cash balances averaged some $79 million in

The minority party’s share of Hebei Hua Ao's

2011, the Group benefited from interest receipts on

profit of $11,882,000 (2010 - $6,116,000) resulted

those funds of $616,000 in 2011 (2010 - $350,000).

in an attributable profit to Griffin of $15,815,000
(2010 - $2,744,00).

Foreign exchange gains of $2,588,000 were
recorded in 2011 (2010 - $38,000). These gains

The Company’s basic earnings per share improved

arose on Renminbi accounts and sterling bank

to 8.96 cents per share from 1.51 cents per share in

deposits. The Group is now permitted to hold

2010 with diluted earnings per share of 8.76 cents

Renminbi funds in Group bank accounts in Hong

per share in 2011 (2010 - 1.49 cents per share).

Kong.
During 2011, 5,040,000 (2010 - 1,580,000)
Griffin’s 39.2% share of the losses of Spitfire Oil

ordinary shares were bought back on market for

Limited (“Spitfire”) in 2011 was $118,000 (2010 -

cancellation at a cost of $4,977,000 (2010 -

$109,000).

$1,146,000) thereby reducing the number of
Griffin shares in issue to 175,501,830.

The increasing upward trend in metal prices led
to no metal put options being purchased in 2011.

Net cash inflow in 2011 increased to $23,433,000

The residual value of zinc put options purchased in

(2010 outflow of $370,000) despite the share

2010 of $14,000 was written off in 2011 (2010 -

buyback programme, due to increased profits and

$2,224,000).

lower capital expenditure.

Income taxes in 2011 were $12,256,000 (2010 -

Attributable net assets increased to 87 cents per

$2,376,000). This increase reflects larger profits

share as at 31 December 2011 (2010 - 78 cents per

and an increase in PRC income tax from 12.5% to

share).

25% due to the end of the pre-construction tax
concessions enjoyed by Hebei Hua Ao Mining
Company Limited ("Hebei Hua Ao") and the PRC
withholding tax of 10% on dividends paid overseas.
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and greater use has been made of mechanised

to enhance and re-configure the backfill facilities to

mining methods with faster rates of extraction.

increase the amount of waste being backfilled and
to introduce a dry tailings facility, both of which

Further significant development work was

should reduce the capacity of the tailing dams

undertaken during the year. The north and south

required in the future.

declines were further extended and drives to access
ore below the 1300 level developed. The south

Work has continued during 2011 to improve mine

decline was developed to RL 1234 (224 metres

ventilation and improve exhaust emissions from

below surface) and the north decline to RL 1240

underground vehicles to further enhance the

(218 metres below surface).

quality of the air underground. An additional
primary ventilation fan has been installed in parallel

During 2011, 10,134 metres of development drives

with the existing fan providing more air to the

and decline development were undertaken. This

underground workings. A heating system at the

has enabled the lower levels of the mine to be

mine portal has also been introduced to prevent

accessed and, in particular, the larger Ju Long, Fu

icing during the winter mitigating damage to the

Long and Qi Long lodes.

main decline road and improving haulage
efficiency.

Greater use of mechanised mining methods, with
long hole stoping now forming the predominate

Work has recommenced to continue the drive from

mining method, has led to far more ore being made

the main decline going into Zone III towards Zone

available to the mill with only a small drop in the

II, some 1.5 kilometres to the south to continue

head grade and slightly higher dilution.

underground drilling activities to further define the
resource between Zones III and II and, in the

To recover ore left in previously mined stopes and

medium term, in anticipation of receiving a mining

increase the recovery from future stopes, remote

licence to extract ore from all the areas south of

boggers have been introduced.

Zone III. Application for a new mining licence to
extract ore from Zone II and the area between

More waste material is being backfilled into the

Zone II and Zone III was suspended pending the

mine workings improving ground stability

successful conclusion of the Transaction.

The Company remains committed to defining the
overwhelming resources at Caijiaying. To that end,
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GRIFFIN MINING LIMITED

EXPLORATION

A combination of step-out and infill underground
drilling continued to extend the Zone III

CAIJIAYING AREA

mineralisation in all directions and improve
confidence levels within the Mineral Resource

Mineralisation at Caijiaying is believed to be related

Estimate. Mineralisation remains open to the

to a Jurassic igneous event that affected the 2.3

north, south and at depth. Importantly some of the

billion year old metamorphic basement rocks. Base

thickest and highest grade intercepts to date have

metal and gold mineralisation associated with

been returned from the deepest drilling which

Jurassic intrusives have replaced favourable

indicates that Zone III at least maintains continuity

horizons in the metamorphic rocks, most notably

with depth.

calcsilicates and marble. Porphyry sills and dykes
intruding along faults have then cut across the

Surface diamond drilling intersected a number of

sequence.

new zones of mineralisation between Zone II and
Zone III and extended other previously identified

On-going exploration in the area surrounding the

zones. The entire surface drilling data between

mine at Caijiaying and within Hebei Hua Ao’s

Zone II and Zone III has been incorporated into a

tenement boundary continues to confirm the area

new Caijiaying Mineral Resource Estimate. The

to be highly prospective indicating significant

result is an increase of more than 100% in the

potential for further base metal and gold deposits.

tonnage of the Mineral Resource Estimate for Zone
II. Zone II mineralisation remains open at depth.

HEBEI HUA AO LICENCE AREA

No underground drilling was undertaken from the
Fox link access drive into Zone II. Surface drilling

Drilling activity was increased in 2011 with up to

in Zone II continued to infill with a drill density

six rigs operating underground at Zone III and

of approximately 100 metres by 100 metres.

three rigs operating on the surface between Zone

14

II and Zone III. Many positive results were

No further drilling is planned in the Zone II/III

returned which resulted in a significant increase in

corridor in 2012 as the area is subject to a Mining

the mineral resource inventory at Caijiaying.

Licence application. At the end of 2012, the Hebei

Drilling targeted Zone II, Fu Long South, Qing

Hua Ao Exploration Licence is subject to a 25%

Long Deeps, Qing Long South, Jin Long South

reduction as per tenement conditions. The granting

and Xiao Long East lodes.

of a mining licence should take up the great

15
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Following the successful identification of an area of

professionals, have continued to review and

anomalous gold mineralization in the project area

evaluate mining companies and their key projects

in 2009-2010, an attempt was made to locate a

in China and elsewhere in the world.

suitable joint venture partner to share the risk of

covered a broad range of commodities as well as

ongoing exploration. With no suitable partner

geographies. This process remains ongoing.

These

found, Spitfire continued further gold exploration
during 2011 as part of the minimum expenditure

THE FUTURE

requirements for the licences. The gold exploration
program

consisted

of

drilling

further

The initial acquisition of the interest in the

reconnaissance holes over theoretical targets in

Caijiaying mine, coupled now with the completion

each of the licences, although one area was omitted

of the Transaction, has laid the foundations for a

due to logistical concerns. The results were

extraordinary long mine life, substantial return on

disappointing in that most of the anomalous

equity, mining house. In spite of the extensive

indicators were found to be insignificant. Given

acquisition opportunities investigated by the

these results, it was decided that Spitfire should

Company over the past 7 years, acquiring a greater

discontinue further gold exploration in the area.

interest and extending the term of the Hebei Hua
Ao joint venture represented the best use of the

Spitfire continues to look at other investment

Company's financial resources. This gives Griffin

proposals whilst maintaining its cash funds. Several

not only a bigger financial interest in Hebei Hua

new proposals progressed during the year but they

Ao, but also allows Griffin to take greater control

either failed to meet Spitfire's investment criteria

of the management of Caijiaying and the

or failed to come to fruition.

confidence to further invest to increase production
and extend the life of mine, thereby providing
greater returns to the Company and its

CORPORATE DEVELOPMENTS

shareholders.

ACQUISITIONS

The latest JORC resource confirms the availability
of ore for increased future production at Caijiaying

Whilst a significant part of Griffin's acquisition

over a very long mine life. Plans to increase output

efforts in 2011 continuing into 2012 were directed

from Zone III at Caijiaying and to apply for a

Griffin’s

mining licence at Zone II, with a view to doubling

management team, consisting of finance, mining,

output, were put on hold whilst negotiations for the

metallurgy, geological and health and safety

Transaction took place.

into

completing

the

Transaction,
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• Solid and liquid wastes are not disposed into the
environment;
• All production water is recycled;
construction of a local kindergarten, old peoples rest
home, and assisted on other infrastructure projects.
Hebei Hua Ao has also assisted in the upgrade of
facilities at the local township school and set up
"Project Hope" to provide scholarships to local
students. Griffin estimates that the Caijiaying mine
has provided employment directly and indirectly to
over 1,000 Chinese minimising the employment of
foreign national personnel to under 10 people.

23
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Entrance to Caijiaying Mine
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GRIFFIN MINING LIMITED

DIRECTORS
Mladen Ninkov, Chairman, Australian, aged 51,

Dal Brynelsen, Director, Canadian, aged 65, is

holds a Master of Law Degree from Trinity Hall,

a graduate of the University of British Columbia in

Cambridge and Bachelor of Laws (with Honours)

Urban Land Economics. Mr. Brynelsen has been

and Bachelor of Jurisprudence Degree from the

involved in the resource industry for over 30 years.

University of Western Australia. He is the principal

He has been responsible for the discovery,

of Keynes Capital. He has a mining, legal, fund

development and operation of several underground

management and investment banking background

gold mines during his career. Mr. Brynelsen is the

and is admitted as a Barrister and Solicitor of the

President and a director of Vangold Resources

Supreme Court of Western Australia. He was the

Limited.

Chairman and Managing Director of the Dragon
Capital Funds management group, a director and

William Mulligan, Director, USA, aged 68, has

Head of International Corporate Finance at ANZ

a BSc from Thomas Clarkson University, an MS in

Grindlays Bank Plc in London and a Vice President

Geological Engineering from the University of

of Prudential-Bache Securities Inc. in New York.

Connecticut and an MBA from NYU Bernard

He also worked at Skadden Arps Slate Meagher &

Baruch School of Business Administration. He

Flom in New York and Freehill Hollingdale &

currently acts as a consultant to a number of

Page in Australia. He has been Chairman and

resource companies. Until recently he was

Director of a number of both public and private

Managing Director for Global Projects at AIG

mining companies.

Global Trade and Political Risk Insurance
Company, a wholly owned subsidiary of American

Roger Goodwin, Finance Director, British,

International Group Inc. From 1994 to 1996 he

aged 57, is a Chartered Accountant. He has been

was Executive Vice President for Corporate

with the Company since 1996 having previously

Development at Latin American Gold Limited.

held senior positions in a number of public and
private companies within the natural resources
sector. He has a strong professional background,
including that as a manager with KPMG, with
considerable public company and corporate finance
experience, and experience of emerging markets
particularly in Africa, the CIS and Eastern Europe.
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SENIOR EXECUTIVES
William

Darcey,

Operations

Manager

Australian JV gold company focussed in Guangxi,

Caijiaying, Australian, aged 60, holds degrees

China, which is controlled by Golden Tiger

from Curtin University in mining, metallurgy,

Mining NL, an ASX listed company. He has also

mineral economics and a MEngSc (mining planning

worked as the Senior Geologist for Silk Road

and design). He has over 30 years experience in the

Resources (A Toronto listed company), responsible

mining and mineral processing industry working in

for evaluating various gold properties in Gansu

both technical and operational roles. He has worked

Province in central western China. Dr Zhou has

on mining project in Australia and overseas. More

considerable experience of the Chinese resources

recently he worked in the Philippines as Operations

sector.

Director for a gold mining company.

Wendy Zhang, Chief Financial Officer, China,
aged 38, holds a Master of Accounting degree
from Macquarie University, a member of the
Certified Practising Accountants of Australia and
a qualified member of the Chinese Institute of
Certified Public Accountants for 11 years. Prior to
joining Griffin she spent 4 years as Financial
Controller for Golden Tiger Mining’s (a gold
exploration and mining company listed in
Australian

Stock

Exchange)

joint

venture

operations in China. Previously she was Chief
Accountant for Shanghai Silk Group and
subsequently Ann Taylor Shanghai.

Dr Bo Zhou, General Manager China,
Australian, aged 49, holds a Ph.D in exploration
geology from Sydney University and a BSc in
economic geology from Peking University. He was
Managing Director of Sinovus Mining Ltd, an ASX
listed company with mineral interests in China.
Before that he was the General Manager for
Guangxi Golden Tiger Mining JV, a Sino-

27
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Griffin and Hebei Hua Ao senior personnel from left to right:
Back row: Andrew Warburton (Metallurgist), Aiming Chen (Admin Manager), Philip Hope (Maintenance Foreman),
Ziagan Sun (Translator), Bill Darcey (Caijiaying Operations Manager), Yuhai Su (Deputy Safety Manager), Lyon Che
(Maintenance Manager), Runxai Jia (Mill Manager), Qing Li (Mining Manager), Dongshun Wang (Chief Geologist),
Bryan McDonald (Mining Foreman). Front row: Hayden Parry (Geologist),
Wendy Zhang (Chief Financial Officer Hebei Hua Ao), Roger Goodwin (Finance Director),
Mladen Ninkov (Chairman), Bo Zhou (Griffin Chief Representatve, China), Andrew Millen (Mining Engineer)
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GRIFFIN MINING LIMITED

DIRECTORS’ REPORT
STATEMENT

OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

Bermudan company law and generally accepted best practice requires the Directors to prepare accounts for each financial year
which give a true and fair view of the state of affairs of the Group and of the profit or loss of the Group for that period. In
preparing these accounts, the Directors have:
•

selected suitable accounting policies and applied them consistently;

•

made judgements and estimates that are reasonable and prudent;

•

stated whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the accounts; and

•

prepare the financial statements on a going concern basis unless it is inappropriate to presume the Company will continue
in business.

In so far as the directors are aware:
•

there is no relevant information of which the Company's auditor are unaware; and

•

the directors have taken all steps that they ought to have taken as directors to make themselves aware of relevant audit
information and to establish that the auditor are aware of that information.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Group and enable them to ensure that the financial statements comply with the Bermuda Companies
Act 1981 as amended. They are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.
The directors are responsible for the maintenance and integrity of the corporate and financial information included in the
Company's website. Legislation in Bermuda and the United Kingdom governing the preparation and dissemination of financial
statements may differ from the legislation in other jurisdictions.
This report was approved by the Board and signed on its behalf by:

Roger Goodwin
Finance Director and Company Secretary
28 May 2012
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GRIFFIN MINING LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2011
(expressed in thousands US dollars)

ASSETS
Non-current assets
Property, plant and equipment
Intangible assets – Exploration interests
Investment in associated company
Current assets
Inventories
Other current assets
Cash and cash equivalents

Notes

2011
$000

2010
$000

10
11
12

85,291
1,573
3,759
90,623

77,745
1,481
3,877
83,103

13
14

4,608
2,505
91,089
98,202

3,136
3,423
66,450
73,009

188,825

156,112

1,755
70,061
3,690
3,030
1,300
10,041
63,131
153,008

1,804
74,948
3,690
2,513
938
8,480
47,631
140,004

12,523

6,218

806

768

11,631

1,011

10,857

8,111

22,488

9,122

188,825

156,112

175,501,830

180,408,496

$0.87

$0.78

Total assets
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent
Share capital
Share premium
Contributing surplus
Share based payments
Other reserves
Foreign exchange reserve
Profit and loss reserve
Total equity attributable to equity holders of the parent

15

Non-controlling interests
Non-current liabilities
Long-term provisions

18

Current liabilities
Taxation payable
Trade and other payables

19

Total current liabilities
Total equities and liabilities
Number of shares in issue
Attributable net asset value / total equity per share

20

The accounts on pages 34 to 57 were approved by the Board of Directors and signed on its behalf by:

Mladen Ninkov
Chairman
28 May 2012

36

Roger Goodwin
Finance Director
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GRIFFIN MINING LIMITED

CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2011
(expressed in thousands US dollars)
Notes

2011
$000

2010
$000

39,953
118
(2,588)
(616)
14
517
5,900
(1,472)
(1,226)
2,746

11,236
109
(38)
(350)
2,224
2,323
2,151
(356)
(747)
3,445

Net cash inflow from operating activities

43,346

19,997

Taxation paid

(1,637)

(2,936)

616
(19)
(6,073)
(3,605)
(2)
(9,083)

350
(10)
(10,162)
(4,285)
(36)
(2,239)
(16,382)

Net cash flows from operating activities
Profit before taxation
Share of associated company losses
Foreign exchange (gains)
Finance (income)
Finance losses
Adjustment in respect of share based payments
Depreciation, depletion and amortisation
(Increase) / decrease in inventories
(Increase) / decrease in other current assets
Increase / (decrease) in trade and other payables

Cash flows from investing activities
Interest received
Payments to acquire intangible assets – exploration interests
Payments to acquire tangible assets – mineral interests
Payments to acquire tangible assets – plant and equipment
Payments to acquire tangible assets – office equipment
Payments to acquire put options
Net cash (outflow) from investing activities
Cash flows from financing activities
Issue of ordinary share capital

38

4
5
6
16
10

5
11
10
10
10

41

BASIS

OF ACCOUNTING

The accounts have been prepared in accordance with applicable International Financial Reporting Standards as issued by the
International Accounting Standards Board and as adopted by the European Union. The significant accounting policies adopted
are detailed below:

ACCOUNTING

CONVENTION

The accounts have been prepared under the historical cost convention, except for certain financial assets which are measured at
fair value.

CHANGES

IN

ACCOUNTING POLICIES

AND

DISCLOSURES

(a) New and amended standards adopted by the Group
There were no International Financial Reporting Standards (“IFRSs”) or International Reporting Interpretations Committee
(“IFRIC”) interpretations that are effective for the first time for the financial year beginning on or after 1 January 2011 that
are expected to have a material impact on the Group.
(b) At the date of authorisation of these financial statements, certain new standards, amendments and interpretations to existing
standards have been published by the International Accounting Standards Board ("IASB") but are not yet effective, and
have not been adopted early by the Group.
Management anticipates that all of the relevant pronouncements will be adopted in the Group's accounting policies for the
first period beginning after the effective date of the pronouncement. Information on new standards, amendments and
interpretations that are expected to be relevant to the Group's financial statements is provided below. Certain other new standards
and interpretations have been issued but are not expected to have a material impact on the Group's financial statements.
1. IFRS 9 Financial Instruments. The IASB aims to replace IAS 39 Financial Instruments: Recognition and Measurement
in its entirety. IFRS 9 is being issued in phases. To date, the chapters dealing with recognition, classification, measurement
and de-recognition of financial assets and liabilities have been issued. These chapters are effective for annual periods
beginning 1 January 2015. Further chapters dealing with impairment methodology and hedge accounting are still being
developed. The Group's management have yet to assess the impact of this new standard on the Group's consolidated
financial statements. However, they do not expect to implement IFRS 9 until all of its chapters have been published
and they can comprehensively assess the impact of all changes.
2. Consolidation Standards A package of consolidation standards are effective for annual periods beginning on or after 1
January 2013. Information on these new standards is presented below. The Group's management have yet to assess the
impact of these new and revised standards on the Group's consolidated financial statements.
i.

IFRS 10 Consolidated Financial Statements (IFRS 10). IFRS 10 supersedes IAS 27 Consolidated and Separate
Financial Statements (IAS 27) and SIC 12 Consolidation - Special Purpose Entities. It revised the definition of control
together with accompanying guidance to identify an interest in a subsidiary. However, the requirements and mechanics
of consolidation and the accounting for any non-controlling interests and changes in control remain the same.

ii. IFRS 11 Joint Arrangements (IFRS 11). IFRS 11 supersedes IAS 31 Interests in Joint Ventures (IAS 31). It
aligns more closely the accounting by the investors with their rights and obligations relating to the joint arrangement.
In addition, IAS 31's option of using proportionate consolidation for joint ventures has been eliminated. IFRS 11
now requires the use of the equity accounting method, which is currently used for investments in associates.
iii. IFRS 12 Disclosure of Interests in Other Entities (IFRS 12). IFRS 12 integrates and makes consistent the disclosure
requirements for various types of investments, including unconsolidated structured entities. It introduces new
disclosure requirements about the risks to which an entity is exposed from its involvement with structured entities.
iv. Consequential amendments to IAS 27 and IAS 28 Investments in Associates and Joint Ventures (IAS 28). IAS 27 now
only deals with separate financial statements. IAS 28 brings investments in joint ventures into its scope. However,
IAS 28's equity accounting methodology remains unchanged.

39
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Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to the extent that it is probable
that the underlying deductible temporary differences will be able to be offset against future taxable income. Current and deferred
tax assets and liabilities are calculated at tax rates that are expected to apply to their respective period of realisation, provided
they are enacted or substantively enacted at the reporting date.
Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the income statement, except
where they relate to items that are recognised in other comprehensive income (such as the revaluation of land) in which case the
related deferred tax is also charged or credited directly to other comprehensive income or equity.

SEGMENTAL

REPORTING

In identifying its operating segments, management generally follows the Group's service lines, which represent the main products
produced by the Group. Management consider there to be only one operating segment being the operations at the Caijiaying
Mine based in China. All activities of the Group are reported through management and the executive directors to the Board of
directors of the Company. The measurement policies the Group uses for Segment reporting under IFRS 8 are the same as those
used in its financial statements.
Corporate assets which are not directly attributable to the business activities of Caijiaying Mine are not allocated to the Chinese
segment but are reviewed in light of operating expenses by the region in which they occur. In the financial periods under review,
this primarily applies to the Group's head office and intermediary holding companies within the Group.
There have been no changes from prior periods in the measurement methods used to determine reported segment profit or loss.
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8. INCOME

TAX EXPENSE
2011
$000
39,953

2010
$000
11,236

25%

12.5%

9,988

1,405

Adjustment for tax exempt items:
- Income and expenses outside the PRC not subject to tax
- Share of associated company losses

(54)
30

722
14

Adjustments for timing differences:
- Other

105

61

Adjustments for short term timing differences:
- In respect of accounting differences
- Other

273
(236)

(22)
(2)

Withholding tax on intercompany charges

2.150

198

12,256

2,376

Profit for the year before tax
Tax rate
Expected tax expense:

Taxation charge
The Company is not resident in the United Kingdom for taxation purposes.

Hebei Hua’ Ao paid income tax in the PRC at a rate of 25% in 2011 (12.5% in 2010) based upon the profits calculated under
Chinese generally accepted accounting principles (Chinese “GAAP”). Hebei Hua’ Ao has benefited from a reduced tax rate for
past investment with the applicable PRC tax rate rising in 2011 to 25%.

9. EARNINGS

PER SHARE

The calculation of the basic earnings per share is based upon the earnings attributable to ordinary shareholders divided by the
weighted average number of shares in issue during the year. The calculation of diluted earnings per share is based on the basic
earnings per share on the assumed conversion of all dilutive options and other dilutive potential ordinary shares.
Reconciliation of the earnings and weighted average number of shares used in the calculations are set out below:
2011
Earnings

Basic earnings per share
Earnings attributable to
ordinary shareholders

$000

2010
Weighted
average
number
of shares

Per
share
amount
(cents)

8.96

2,744

181,579,409

1.51

3,981,592

-

-

2,648,124

-

180,481,212

8.76

2,744

184,227,533

1.49

Per
share
amount
(cents)

Earnings

$000

Weighted
average
number of
shares

15,815

176,499,620

15,815

Dilutive effect of securities
Options
Diluted earnings per share
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13. INVENTORIES
2011
$000
1,051
1,652
1,905
4,608

Underground ore stocks
Surface ore stocks
Spare parts and consumables

2010
$000
850
890
1,396
3,136

All inventories are expected to be sold, used or consumed within one year of the reporting date.

14. OTHER

CURRENT ASSETS
2010
$000
14
2,792
617
3,423

2011
$000
849
1,656
2,505

Zinc put options
Other receivables
Prepayments

Other receivables in 2010 include advances of $2,029,000 to related parties, recoverable from future share of profits (note 25),
which were recovered in 2011. During the year Rmb 3m ($465,000) was incurred in service fees with the Zhangjiakou Caijiaying
Lead Zinc Mining Company, the non controlling equity holders in Hebei Hua Ao, and Rmb 44,145,000 ($6,843,000) was
incurred in haulage costs with the Third Geological Brigade of the Hebei Province, who have an interest in the Zhangjiakou
Caijiaying Lead Zinc Mining Company.

15. SHARE

CAPITAL
2011
Number
$000

AUTHORISED:
Ordinary shares of US$0.01 each
CALLED UP ALLOTTED AND FULLY PAID:
Ordinary shares of US$0.01 each
At 1 January
Issued during the year
Bought back in for cancellation
At 31 December

2010
Number

$000

1,000,000,000

10,000

1,000,000,000

10,000

180,408,496
133,334
(5,040,000)
175,501,830

1,804
1
(50)
1,755

181,688,497
299,999
(1,580,000)
180,408,496

1,817
3
(16)
1,804

During 2011 5,040,000 (2010: 1,580,000) ordinary shares were bought in for cancellation from the market under a buy back
programme at an average price of 62.6 UK pence ($0.975) (2010: 46.6 UK pence ($0.72) )per share.
On 14 January 2011 133,334 new ordinary shares were issued on the exercise of options at 20 pence ($0.32) per share.

16. SHARE

OPTIONS AND WARRANTS
At 1 January (Exercised) / At 31 December
2011
(lapsed)
2011
Number
Number
Number
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16. SHARE

OPTIONS AND WARRANTS (CONTINUED)

The following table shows the number and weighted average exercise price of all the unexercised share options and warrants at
the year end:
2011
2010
Number Weighted average
Number
Weighted average
exercise price
exercise price
Outstanding at 1 January

14,700,001

Granted during the year

37.0

15,000,000

80.0

-

-

10,000,000

45.0

Lapsed during the year

(133,334)

(20.0)

(10,000,000)

(110.0)

Exercised in year

(133,334)

(20.0)

(299,999)

(20,0)

14,433,333

37.5

14,700,001

37.00

Outstanding at 31 December

The estimated value of the options exercisable at 110p up to 28 February 2010, which vested in 3 tranches of 3,333,333 each,
were 25.19p, 25.87p and 26.52p. These options lapsed on 28 February 2010.
The estimated value of the options exercisable at 20p up to 31 October 2013, which vest in 3 tranches of 1,666,666 each, were
4.0p, 4.2p and 4.42p.
The estimated value of the options exercisable at 45p up to 28 February 2015, which vest in 3 tranches of 3,333,333 each, were
18.68p, 19.45p and 21.12p.
Inputs into the Binomial valuation model were as follows:

Share price
Exercise price
Expected volatility
Risk free yield
Dividend yield

Options expiring
28 February 2015

Options expiring
31 October 2013

Options expired
28 February 2010

43.25p
45.0p
65%
2.84%
0%

14.0p
20.0p
60%
3.97%
4%

105.8p
110p
33%
5.1%
0%

Expected volatility was determined by calculating the historical volatility of the Company's share price with reference to the
correlation with the zinc price and zinc price volatility over the same period. The Binomial model used assumes that the options
will be exercised early when the share price exceeds the exercise price by a multiple of two.
The Group recognised a total expense of $517,000 (2010: $2,323,000) during the year ended 31 December 2011 relating to
equity settled share option scheme transactions.

17. DIVIDENDS
No dividends were paid in 2011 (2010 nil)

18. LONG-TERM

PROVISIONS

PROVISIONS FOR MINE CLOSURE COSTS
At 1 January
Transfer property plant and equipment (note 10)
Foreign exchange adjustments
At 31 December

2011
$000
768
(56)
94
806

2010
$000
743
(29)
54
768

During 2007 the Group paid a bond under PRC regulations to be used to cover end of mine life restoration costs. Provision
for mine closure and rehabilitation costs have been made in accordance with the laws and regulations of China at a rate of Rmb
0.5 per tonne of estimated resources.
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