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Highlights 

· Record net profit after tax of $1,309.7 million, 74 per cent higher than for the 2007 financial half year. 

· Substantial proceeds raised from the sale of Zinifex’s zinc and lead smelting operations to Nyrstar SA/NV (“Nyrstar”) 
contributing $960.6 million to net profit and $1,785.0 million of cash. 

· Zinifex’s ongoing business, the Century and Rosebery mines together with its exploration and development activities, 
contributed a profit of $281.2 million, 43 per cent lower than the corresponding period last year. 

· Cash held increased six times to more than $2.2 billion at 31 December 2007.  

· Announced a dividend of 35 cents per share, fully franked payable on 21 April 2008. The record date for entitlement to this 
dividend is 7 April 2008, and the ex–dividend date will be 1 April 2008. 

· Excellent production performance with zinc output 8 per cent and lead output 12 per cent higher than the previous 
comparable half-year. 

· Sharply lower zinc prices and a stronger Australian dollar more than offset increased sales and substantially higher lead 
prices to negatively impact revenue from continuing operations by 27 per cent to $788.6 million compared with the prior 
half-year.  

· Substantial progress made on Zinifex’s long-term strategy including: 
- Launching an offer for Allegiance Mining NL. Allegiance owns the Avebury nickel project in Tasmania which is due to 

commission shortly. 
- Drilling at Rosebery mine continues to deliver extremely promising results raising expectations of a material increase 

in the resource at Rosebery when the new resource statement is completed later this year. 
- The Dugald River feasibility study is on track to be delivered towards the end of 2008. Work so far indicates all key 

measures, including costs, continue to be within expected ranges. In addition the potential to produce copper is being 
investigated. 

- Drilling at the Silver King deposit near Century has more than doubled the extent of mineralisation beyond the original 
resource with some very high grade lead, silver and zinc intersections.  

- Exploration and development expenditure trebled to $36.7 million for the half-year. 
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Dear Shareholders 

Reviewing the results 

Consolidated entity results 

6 months 
ended  

31 December 
2007 

$m 

6 months 
ended  

31 December 
2006 

$m 

Profit from continuing operations, excluding sale of investment 228.1 496.5 

Profit from discontinued operations 67.9 254.7 

Profit from sale of discontinued operations 960.6 - 

Profit from sale of investment 53.1 - 

Profit for the period 1,309.7 751.2 

 

Zinifex delivered a record half-year profit of $1,309.7 million for the period ended 31 December 2007, a 74 per cent increase 
over the profit for the corresponding half-year. 

The half-year profit result contained a number of one off significant items including: 

· A net profit of $960.6 million on the sale of Zinifex’s zinc and lead smelting operations to Nyrstar;  

· A net profit of $67.9 million being the contribution of Zinifex’s zinc and lead smelting operations for the two months prior 
to their disposal to Nyrstar on 31 August 2007; and 

· A net profit on the sale of an investment of $53.1 million.  

After excluding these one off items, the profit from Zinifex’s continuing operations, which consists of the Century and Rosebery 
mines as well as the expanding exploration and development activities, was $228.1 million.  

Both Zinifex mines performed well increasing total zinc and lead production when compared to the same period last year. Year 
to date zinc in concentrate output was 8 per cent ahead of the same time last year while lead output was 12 per cent higher. 

Increased production led to stronger sales volumes with zinc concentrate sales being particularly strong increasing by 13 per 
cent over the 2007 first half-year. 

Despite the positive impact of higher sales, overall revenue from continuing operations declined by 27 per cent to $788.6 million 
compared with the prior half-year.   

Zinc prices declined sharply to average 22 per cent lower than the previous half-year at US$2,944 per tonne. However, Zinifex’s 
concentrate sales are typically priced up to 3 months after the sale was recorded. This resulted in the realised zinc price 
achieved for sales being lower than the average zinc price for the half-year. The combination of lower realised zinc prices with a 
stronger Australian dollar against the US dollar, were largely responsible for the fall in revenue.  

Partially offsetting the effect of lower zinc prices were substantially stronger lead prices which have more than doubled since the 
same period last year to average $3,200 per tonne.  

Royalty payments to governments fell in line with lower revenue.  

The higher production levels led to a volume related increase in operating costs. Higher activity levels, primarily related to 
Zinifex’s strategy to increase its exploration and development also added costs during the half-year.  Rate increases were 
generally more modest than in preceding periods with the exception of freight rates. In particular, shipping costs have risen 
strongly due to demand exceeding vessel availability.   

Significant non-cash items for the continuing operations for the period were higher depreciation and amortisation charges which 
rose by approximately $27 million. Processing higher volumes of ore at Century during the period as well as higher amortisation 
rates were largely responsible. Amortisation rates rose reflecting higher costs to remove the remaining waste rock to enable on 
going access to the Century ore body for mining. 

As would be expected income tax expense reduced in line with the lower earnings. 

Zinifex’s cash reserves increased six fold to exceed $2.2 billion at 31 December 2007. This extremely healthy cash position was 
achieved with the contribution of $2.1 billion during the half-year from the sale of investments, including nearly $1.8 billion from 
the sale of the majority of Zinifex’s interest in Nyrstar.  

Net cash flow from operating activities declined by approximately 57 per cent to $367.6 million largely due to lower metal prices 
and higher operating and exploration costs.   

Expenditure on the capital program of $201 million was 22 per cent lower than the previous comparable half-year partially due 
to the exit of the smelting business. The single largest item was $128 million spent on the accelerated program of stripping at 
Century. 
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Shareholders benefited from Zinifex’s strong cash position receiving a fully franked dividend of $340.8 million announced on 27 
August 2007.  

Previously the market was informed that the Board of Zinifex intended to quarantine the proceeds from the Nyrstar sale for a 
period while it examined opportunities to invest some or all of the proceeds on behalf of shareholders.  

The Board has resolved to pay a 35 cents per share, fully franked, dividend to shareholders. 

Strategy 

Zinifex completed a major transformation from being an integrated mining and smelting business to a focused mining company 
during the period. The substantial proceeds raised from the sale of Zinifex’s smelting business provide Zinifex with significant 
financial capacity to grow its mining business.  

Zinifex strategy is to focus on copper, nickel and zinc and related metals such as lead, silver and gold, which usually occur in 
the same geological zones. With our current production heavily biased toward zinc we are therefore examining opportunities to 
astutely invest some or all of the Nystrar proceeds to increase our presence in nickel and copper.  

Zinifex made an all cash offer for Allegiance Mining NL. Allegiance owns the 8,500 tonne per annum Avebury nickel project 
located in Tasmania nearby Zinifex’s Rosebery mine. 

Zinifex believes nickel is an attractive long-term growth business and Allegiance’s Avebury project is an excellent entry point 
into nickel. With nickel production due to commence in the second quarter of 2008, this mine would rapidly expand Zinifex’s 
revenue and profit profile. 

Drilling at Rosebery mine over the last nine months continues to deliver extremely promising results, significantly extending the 
known mineralised zones. We therefore expect a material increase in resource at Rosebery when the new resource statement 
is completed later this year. With exploration continuing to open up areas for further mineralisation we have now raised our 
objective to increase mine life at Rosebery to beyond 2030 at present mining rates. Given this encouraging outlook, work has 
begun to assess what needs to be done both to rejuvenate and expand the Rosebery operation.    

Zinifex also has attractive growth opportunities in the development pipeline including Dugald River, one of the world’s largest 
and highest grade zinc lead silver deposits and the high grade Izok Lake and High Lake copper and zinc deposits in Nunavut, 
Canada. 

The Dugald River feasibility study is on track to be delivered towards the end of 2008. It is examining options to build a mine 
producing 200,000 tonnes of zinc, 40,000 tonnes of lead and 1.2 million ounces of silver each year for at least 16 years. 

It is pleasing that work so far on engineering design, metallurgy, marketing and environmental studies indicates all key 
measures, including costs, continue to be within expected ranges. In addition a copper model of the deposit is being developed 
to determine the attractiveness of recovering copper from the hanging wall and other zones of the Dugald River ore body. 

Drilling at the Silver King deposit, near Century, has more than doubled the extent of mineralisation beyond the original resource 
and it continues to grow. The results have produced some very high grade lead, silver and zinc intersections. Silver King and 
other similar nearby vein style deposits are being considered as supplementary feed sources for the Century mill.  

Safety and environment 

Zinifex’s health, safety and environmental performance are high priorities.   

While safety performance continued to improve by 5 per cent over the past year as measured by 12 month medical referred 
injury frequency rate, the rate of improvement has decreased in recent times. To regain momentum Zinifex commissioned an 
external review of its Safety and Health programs in 2007. This review identified a number of areas for Zinifex to enhance its 
Safety and Health system. From this, a three year Safety Strategy will be implemented across the business to deliver the vision 
“Achieving Outcomes with Zero Harm”. 

Zinifex had 8 reportable environmental incidents in the first half of the financial year, 1 more than for the same period last year.  
These incidents had a low environmental impact. 

Looking forward 

Movements in zinc prices and the A$/US$ exchange rate have the greatest impact on Zinifex’s profitability.  

Demand for zinc remains healthy driven by China. Supply is anticipated to increase during 2008 switching the market balance 
from deficit to surplus. The zinc market appears to have already priced in the expectation of a large surplus this year as 
evidenced by the substantial retreat in zinc price since November 2006 despite the relatively low levels of LME zinc stocks 
today.  

The projected surplus for 2008 does not appear to have adequately taken into consideration the possibility of supply 
interruptions and commissioning delays. If the surplus fails to eventuate to the extent anticipated, then we believe there is 
potential for upside to current zinc prices. 

Although negotiations between mines and smelters for 2008 treatment charge terms are on going, we anticipate a modest 
increase in treatment charges will result when negotiations are finalised. Treatment charges are the margin paid by the mines to 
smelters for the conversion of concentrate into metal. Lead concentrates supplies have improved and lead treatment charges 
are also anticipated to rise. 

Controlling costs will continue to be an ongoing focus for the company. While cost pressures remain an unpleasant symptom of 
the resources boom, there is some evidence to suggest that the rate of increase may be starting to slow. 

Zinifex has been completely transformed over the past six months from the business that was listed less than four years ago. 
Achieving this transformation while continuing to maintain focus on the existing business as evidenced by the increased 
production was a major accomplishment and one which I wish to congratulate and thank Zinifex’s employees for their 
contribution.  
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We have an exciting and challenging future in front of us. Exciting because we have substantial capacity to grow our mining 
business, both organically and through acquisition. Challenging, because we face an uncertain global environment and our 
markets are more difficult. We believe this creates opportunities which will be realised through an unwavering focus on doing 
what is necessary to build shareholder returns.  

Independent auditor’s review report 

The accounts upon which this Appendix 4D is based, have been reviewed and the independent auditor’s review report to the 
members of Zinifex Limited is included in the attached financial report. 

We look forward to updating shareholders when the full year results are at hand. 

 

 

P J Mansell 
Chairman 
Melbourne 
25 February 2008 

A G Michelmore 
Chief Executive Officer 
Melbourne 
25 February 2008 
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Your Directors present their report on the consolidated entity comprising Zinifex Limited (‘the Company’) and its controlled 
entities for the half-year ended 31 December 2007 (the ‘financial period’) and the review report thereon.  Zinifex Limited is a 
company limited by shares that is incorporated and domiciled in Australia. 

Directors 

The Directors of the Company throughout the entire period or up to the date of this report were: 

Peter J Mansell (Chairman) 
Peter W Cassidy 
Richard Knight 
Anthony C Larkin 
Dean A Pritchard 

Principal activities 

The principal activities of the consolidated entity during the period were zinc and lead mining, exploration and development in 
Australia, and exploration and development projects in other international locations. The consolidated entity disposed of its zinc 
refining and lead smelting operations during the period. Information relating to these discontinued operations are set out in Note 
3 of the financial statements. 

Consolidated results 

Six months 
ended  

31 December 
2007  

$m 

Six months 
ended  

 31 December 
2006  

$m 

Consolidated entity profit attributable to the members of Zinifex Limited 1,309.7 751.2 

 

Dividends 
Cents per 

share 
Consolidated 

$m 
Date of 

payment 
    
Fully franked dividends on ordinary shares provided for or paid are    
    
6 month period ended 31 December 2007     
For the year ended 30 June 2007 70.0 340.8 16 November 2007 
    
6 month period ended 30 June 2007     
For the year ended 30 June 2007 70.0 340.8 20 April 2007 
    
6 month period ended 31 December 2006     
For the year ended 30 June 2006 70.0 340.8 10 November 2006 

Since the end of the half-year ended 31 December 2007, the Directors declared a fully franked dividend of 35 cents per share to 
be paid on 21 April 2008. The record date for this dividend is 7 April 2008. The financial effect of this dividend has not been 
brought to account in the financial report for the half-year ended 31 December 2007 and will be recognised in subsequent 
financial reports.   

The franking credits attaching to the dividends provided for or paid at the end of the period arise as tax has either been paid 
during the period or will be paid subsequent to the end of the period. 

Review of operations 

Zinifex delivered a record half-year net profit of $1,309.7 million for the period ended 31 December 2007 significantly assisted 
by the $960.6 million profit on the sale of Zinifex’s zinc and lead smelting operations to Nyrstar.  A profit was also brought to 
account on the disposal of an investment during the half-year under review.   

The smelters contributed $67.9 million during the first 2 months of the period prior to their sale. 

After excluding the impact of the discontinued business, the profit from Zinifex’s continuing operations, which consists of the 
Century and Rosebery mines as well as the expanding exploration and development activities, was $281.2 million.  

Both Zinifex mines performed well increasing total zinc and lead production when compared to the same period last year. 
Increased production enabled stronger sales volumes with zinc sales being particularly strong. 

Despite the positive impact of higher sales, revenue declined compared to the prior half-year largely due to sharply lower zinc 
prices augmented by a stronger Australian dollar against the US dollar. Lower zinc prices were also largely responsible for the 
reduction in royalty charges. Partially offsetting this was higher lead prices. 

Operating costs also rose due to the higher production levels achieved, increased level of activity such as exploration and 
development and higher prices in some instances. In particular, freight costs increased significantly.  

Significant non-cash items for the period were higher depreciation and amortisation charges. Amortisation increased largely 
reflecting the higher volumes of ore processed at Century as well as increased costs to mine the waste rock. 

As would be expected income tax expense reduced in line with the lower earnings. 
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Matters subsequent to the end of the financial peri od 

On 21 February 2008, the Directors declared a fully franked dividend of 35 cents cents per share to be paid on 21 April 2008. 
The record date for this dividend is 7 April 2008. The financial effect of this dividend has not been brought to account in the 
financial report for the half-year ended 31 December 2007 and will be recognised in subsequent financial reports. 

On 17 December 2007, Zinifex announced an off market all cash takeover offer for all the issued ordinary shares of Allegiance 
Mining NL (“Allegiance”), which was declared unconditional on 17 January 2008 following regulatory approval. Refer to Note 10 
for further details.  
 
On the Initial Public Offering of Nyrstar, an investment of $245.0 million in Nyrstar was retained by Zinifex. The fair value of this 
investment at 31 December 2007 was $215.2 million – refer Note 3. At the date of this report, the fair value of the investment 
has reduced further to $187.0 million. This further reduction of $28.2 million has not been reflected at 31 December 2007.�

There have been no other events that have occurred subsequent to the reporting date which require disclosure in this financial 
report. 

Rounding of amounts 

The Company is of a kind referred to in Class Order 98/100 issued by the Australian Securities and Investments Commission, 
relating to the ‘rounding off’ of amounts in the Directors’ Report. Amounts in the directors’ report have been rounded off in 
accordance with the Class Order to the nearest million dollars to one decimal place, or in certain cases, to the nearest thousand 
dollars. 

External auditor 

KPMG continues in office in accordance with section 327 of the Corporations Act 2001. A copy of the external auditor’s 
independence declaration as required under section 307C of the Corporations Act is set out on the following page. 

This report is made in accordance with a resolution of the directors. 

 

P J Mansell 
Chairman 
Melbourne 
25 February 2008 

A G Michelmore 
Chief Executive Officer 
Melbourne 
25 February 2008 
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Revenue from continuing operations  788.6 1,079.3 
    
Gain from disposal of available for sale financial assets  75.8 - 
Other income  3.3 6.8 
Changes in inventories of finished goods and work in progress  (25.6) 1.7 
Stores and consumables used  (75.1) (73.3) 
Employee benefit expenses  (51.7) (48.8) 
Energy expenses  (29.1) (29.6) 
Depreciation and amortisation expenses  (127.6) (100.4) 
Contracting and consulting expenses  (98.1) (63.0) 
Freight expenses  (57.4) (25.8) 
Royalties  (27.8) (40.6) 
Net foreign exchange losses  (6.7) (6.3) 
Other expenses  (26.3) (19.5) 

Profit before net financing income and income tax f rom continuing 
operations  342.3 680.5 

    
Financial income  47.7 38.7 
Financial expenses  (12.6) (24.8) 

Net financial income  35.1 13.9 

Profit before income tax from continuing operations   377.4 694.4 

    
Income tax expense 4 (96.2) (197.9) 

Profit from continuing operations  281.2 496.5 

    
Profit from discontinued operations – net of income tax 3 1,028.5 254.7 

Profit for the half-year – attributable to equity h olders of the company  1,309.7 751.2 

    

Earnings per share     
  $ $ 
(a) Basic earnings per share    
From continuing operations 7 0.58 1.02 
From discontinued operations 7 2.11 0.52 

  2.69 1.54 

    
(b) Diluted earnings per share    
From continuing operations 7 0.58 1.02 
From discontinued operations 7 2.11 0.52 

  2.69 1.54 

The above income statement should be read in conjunction with the accompanying notes. 
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Total recognised income and expense for the period    
    
Items recognised directly in equity – net of income  tax    
Foreign exchange translation differences  50.3 (14.6) 
Net change in fair value of available for sale financial assets  (11.5) - 
Reduction in defined benefit superannuation due to disposal of smelters  (3.4) - 

Net income / (expense) recognised directly in equity  35.4 (14.6) 

Recognised income and expense for the period    
Net profit for the period after income tax  1,309.7 751.2 

Total recognised income and expense for the period – attributable to equity 
holders of the company  1,345.1 736.6 

The above statement of recognised income and expense should be read in conjunction with the accompanying notes. 
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Current assets    
Cash and cash equivalents  2,228.0 227.6 
Trade and other receivables  178.0 59.3 
Inventories  121.9 142.9 
Current tax receivable  30.9 0.3 
Prepayments  9.5 21.7 
Assets classified as held for sale  215.2 1,494.3 

Total current assets  2,783.5 1,946.1 

Non-current assets    
Investments  6.2 216.6 
Property, plant and equipment  1,062.3 1,005.3 
Deferred tax assets  262.5 272.5 
Intangible assets  478.8 459.2 
Retirement benefit assets  0.8 - 

Total non-current assets  1,810.6 1,953.6 

Total assets  4,594.1 3,899.7 

Current liabilities    
Trade and other payables  147.5 108.9 
Interest-bearing liabilities  98.8 37.9 
Current tax payable  102.0 59.7 
Provisions  14.2 16.4 
Liabilities classified as held for sale  - 410.7 

Total current liabilities  362.5 633.6 

Non-current liabilities    
Interest-bearing liabilities  19.3 97.8 
Deferred tax liabilities  271.5 221.4 
Provisions  131.8 127.5 

Total non-current liabilities  422.6 446.7 

Total liabilities  785.1 1,080.3 

Net assets  3,809.0 2,819.4 

Equity    
Issued capital  890.0 890.0 
Reserves  5.2 (18.9) 
Retained earnings  2,913.8 1,948.3 

Total equity  3,809.0 2,819.4 

The above balance sheet should be read in conjunction with the accompanying notes. 
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Cash flows from operating activities    
Receipts from customers   1,292.5 2,182.5 
Payments to suppliers and employees   (765.3) (1,286.0) 
Exploration and evaluation payments  (36.7) (9.8) 
Income taxes paid  (164.9) (45.5) 
Financing costs and interest paid  (7.4) (5.7) 
Interest received   49.4 23.5 

Net cash inflows from operating activities  367.6 859.0 

Cash flows from investing activities    
Payments for mine property, property, plant and equipment and major cyclical 
maintenance  (201.0) (259.2) 
Proceeds from sale of property, plant and equipment  - 6.3 
Proceeds from disposal of investments  275.8 - 
Proceeds from disposal of discontinued operations, net of cash disposed and 
selling costs  1,785.0 - 

Net cash inflows / (outflows) from investing activities  1,859.8 (252.9) 

Cash flows from financing activities    
Payments for shares on-market  - (13.8) 
Proceeds from borrowings  85.8 - 
Repayment of borrowings  (98.8) (15.2) 
Repayments of finance lease liabilities  (4.8) - 
Dividends paid to shareholders  (340.8) (340.8) 
Dividends paid to minority interests holders  -  (0.1) 

Net cash (outflows) from financing activities  (358.6) (369.9) 

Net increase in cash held  1,868.8 236.2 
Cash at 30 June (1)  346.1 601.8 
Effects of exchange rate changes on foreign currency 
denominated cash balances  13.1 (3.8) 

Cash at 31 December  2,228.0 834.2 

(1) Cash at 30 June 2007 of $346.1 million is made up of $227.6 million from continuing operations and $118.5 million from 
discontinued operations. 

Refer to note 8 for details of non-cash investing and financing activities. 

The above statement of cash flows should be read in conjunction with the accompanying notes. 
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1 Basis of preparation of half-year report 

Zinifex Limited (the ‘Company’) is a company domiciled in Australia. The condensed consolidated interim financial report of the 
Company for the half-year ended 31 December 2007 includes the Company and its controlled entities, together referred to as the 
consolidated entity. This general purpose financial report for the interim half-year reporting period ended 31 December 2007 has 
been prepared in accordance with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Act 2001.  
The condensed consolidated interim financial report also complies with International Financial Reporting Standards (‘IFRSs’) and 
Interpretations adopted by the International Accounting Standards Board. 

This interim financial report does not include all the notes of the type normally included in an annual financial report. Accordingly, 
this report is to be read in conjunction with the annual report for the year ended 30 June 2007 and any public announcements 
made by Zinifex Limited during the interim reporting period in accordance with the continuous disclosure requirements of the 
Corporations Act 2001. 

The accounting policies adopted are consistent with those of the previous financial year and corresponding interim reporting 
period. 

The Company is of a kind referred to in Class Order 98/100 dated 10 July 1998, issued by the Australian Securities and 
Investments Commission, relating to the ‘rounding off’ of amounts in the financial report. Amounts in the financial report have 
been rounded off in accordance with that Class Order in millions of dollars to one decimal place except where rounding to the 
nearest one thousand dollars is required. 

This interim financial report was authorised for issue by the Board of Directors on 25 February 2008. 
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2 Operating segments 

The consolidated entity’s operations are managed on a site-by-site basis, and the operating segments are as follows. The zinc 
refining and lead smelting operations were discontinued during the period. Refer to Note 3 for more details. The consolidated 
entity is building a portfolio of exploration and development projects in Australia, Canada, Tunisia, Sweden, Mexico and China. 
Other than Canada, the other exploration and development projects are not required to be disclosed as a separate segment at 
this stage, and accordingly, these amounts are included within the “other continuing operations” column. 

 

Century Mine 

The Century Mine is an open cut zinc and lead mine ranking second globally in zinc output. The Century Mine is located 
approximately 250 kilometres north of Mount Isa, near to the Gulf of Carpentaria in Queensland.  
 

Rosebery Mine 

The Rosebery Mine is a medium-scale underground zinc, lead, silver, gold and copper mine located on the west coast of 
Tasmania in Australia.  
 

Canadian Operations 

The Canadian Operations represent zinc and copper exploration and development projects located in Canada’s Territory of 
Nunavut.  
 

Smelters and refineries – discontinued operations  

The smelting and refinery segment that was discontinued during the period consisted of the following: 
 
· The Hobart refinery - located on the Derwent River in Tasmania’s capital city, Hobart; 

· The Port Pirie smelter - located on the eastern side of the Spencer Gulf in South Australia, approximately 200 kilometres 
north of Adelaide, South Australia; 

· Australian Refined Alloys – located in Laverton, Victoria and Alexandria, New South Wales - an acid battery and lead 
recycling business owned 50 per cent by Zinifex and 50 per cent by Sims Group; 

· The Budel refinery - located at Budel Dorplein in the Netherlands, close to the Belgian border; and 

· The Clarksville refinery - located on the Cumberland River close to Clarksville, Tennessee in the United States of America. 
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2 Operating segments (continued)  

 

Century 
Mine 

$m 

Rosebery 
Mine 

$m 

Canadian 
Operations  

$m 

Other 
Continuing 
Operations  

$m 

Elimination 
within 

continuing 
operations  

$m 

Total 
Continuing 
Operations  

$m 

Smelters & 
Refineries 

Discontinued 
Operations  

$m 

Elimination 
between 

Cont & 
Discont 

Operations  
$m  

Group  
$m 

Income statement for half-year ended:           
          
31 December 2007          
          
External sales 452.0 86.8 - 20.5 - 559.3 702.6 - 1,261.9 
Inter–segment sales 173.7 55.6 - - - 229.3 - (229.3) - 

Total sales revenue 625.7 142.4 - 20.5 - 788.6 702.6 (229.3) 1,261.9 
Gain on sale of available for sale financial 
assets - - - 75.8 - 75.8 - - 75.8 
Other income 0.6 - - 2.7 - 3.3 1.5 - 4.8 
Changes in inventories (26.3) 2.2 - (1.5) - (25.6) (2.8) - (28.4) 
Raw materials - - - - - - (491.8) 215.8 (276.0) 
Stores and consumables used (58.0) (16.5) - (0.6) - (75.1) (17.2) - (92.3) 
Employee benefit expenses (17.8) (9.9) (0.5) (23.5) - (51.7) (30.8) - (82.5) 
Energy expenses (25.1) (4.0) - - - (29.1) (39.4) - (68.5) 
Depreciation and amortisation (113.5) (13.4) - (0.7) - (127.6) - - (127.6) 
Contracting and consulting expenses (34.5) (23.2) (16.2) (24.2) - (98.1) (16.4) - (114.5) 
Freight expenses (50.8) (4.5) - (2.1) - (57.4) (10.7) 11.9 (56.2) 
Royalties (19.5) (6.9) - (1.4) - (27.8) - - (27.8) 
Net foreign exchange (losses) / gains (2.7) (6.1) - 2.1 - (6.7) 1.3 - (5.4) 
Other expenses (32.1) (4.3) (0.7) 10.8 - (26.3) (4.2) 1.6 (28.9) 

Profit / (loss) before net financing income / 
(costs) and income tax 

 
246.0 

 
55.8 

 
(17.4) 

 
57.9 

 
- 

 
342.3 

 
92.1 

 
- 

 
434.4 

Net financing income / (costs) (6.6) (1.5) (0.2) 43.4 - 35.1 0.9 - 36.0 

Profit / (loss) before income tax 239.4 54.3 (17.6)  101.3 - 377.4 93.0 - 470.4 
Income tax (expense) / benefit      (96.2) (25.1) - (121.3) 
Profit before gain on sale of discontinued 
operations      

 
281.2 

 
67.9 

 
- 

 
349.1 

Gain on sale of discontinued operations after 
income tax      - 960.6 - 960.6 

Profit / (loss) for the period      281.2 1,028.5 - 1,309.7 
          
          

31 December 2006          
          
External sales 246.5 25.0 - 0.8 - 272.3 1,965.6 - 2,237.9 
Inter–segment sales 652.3 154.2 - 0.5 - 807.0 - (807.0) - 

Total sales revenue 898.8 179.2 - 1.3 - 1,079.3 1,965.6 (807.0) 2,237.9 
Other income 0.2 0.1 - 6.5 - 6.8 4.3 - 11.1 
Changes in inventories 1.9 - - (0.2) - 1.7 12.2 - 13.9 
Raw materials - - - - - - (1,218.8) 701.5 (517.3) 
Stores and consumables used (56.5) (16.3) - (0.5) - (73.3) (46.7) - (120.0) 
Employee benefit expenses (14.8) (9.0) - (25.0) - (48.8) (92.3) - (141.1) 
Energy expenses (26.3) (3.3) - - - (29.6) (128.1) - (157.7) 
Depreciation and amortisation (87.9) (11.8) - (0.7) - (100.4) (33.5) - (133.9) 
Contracting and consulting expenses (35.9) (13.5) - (13.6) - (63.0) (42.1) - (105.1) 
Freight expenses (21.4) (4.4) - - - (25.8) (32.6) 19.5 (38.9) 
Royalties (31.9) (8.7) - - - (40.6) - - (40.6) 
Net foreign exchange (losses) / gains (4.5) (2.0) - 0.2 - (6.3) (10.5) 2.4 (14.4) 
Other expenses (25.8) (3.5) - 9.8 - (19.5) (22.0) 3.4 (38.1) 

Profit / (loss) before net financing income / 
(costs) and income tax 595.9 106.8 

 

- (22.2) - 680.5 355.5 (80.2) 955.8 
Net financing income / (costs) (7.1) (1.5) - 22.5 - 13.9 (2.4) - 11.5 

Profit / (loss) before income tax 588.8 105.3 - 0.3  - 694.4 353.1 (80.2) 967.3 
Income tax (expense) / benefit      (197.9) (35.6) 17.4 (216.1) 

Profit / (loss) for the period      496.5 317.5 (62.8) 751.2 
          
          
Total assets as at:          
          
31 December 2007 1,352.1 174.3 526.3 2,924.7 (383.3) 4,594.1 - - 4,594.1 
30 June 2007 1,292.5 305.9 505.0 1,565.8 (1,076.9) 2,592.3 1,756.6 (449.2) 3,899.7 
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3 Discontinued operations and assets held for sale 

On 23 April 2007, Zinifex and Umicore SA/NV announced that they had signed a binding Business Combination and 
Shareholders’ Agreement (BCSA) to combine their respective zinc smelting, refinery and alloying businesses. As at 30 June 
2007, the Zinifex zinc refining and lead smelting operations were classified as discontinued operations and represented assets 
held for sale. Shareholder approval for the transfer of zinc refining and lead smelting operations to Nyrstar was obtained on 26 
July 2007 pursuant to a general meeting held on that date. The combined business, called Nyrstar, came into existence on 31 
August 2007 at which time Zinifex and Umicore SA/NV transferred their respective smelting, refinery and alloying businesses to 
Nyrstar. Zinifex's investment in Nyrstar represented an interest in a joint venture held for sale between 31 August 2007 and 29 
October 2007. On 29 October 2007, the zinc refining and lead smelting operations were disposed of following a successful initial 
public offering (“IPO”) and listing of Nyrstar on Euronext Brussels.  
 
On IPO, an investment of $245.0 million in Nyrstar was retained by Zinifex. This investment is accounted for as a financial asset 
at fair value through profit and loss, and is classified as held for sale. The fair value of this investment at 31 December 2007 was 
$215.2 million. 
 

Financial information relating to the discontinued operations is as follows. Information relating to basic and diluted earnings per 
share of discontinued operations is set out in note 7. 
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(a) Results of discontinued operations �

������������
���� �

���

������������
���� �

���

������������
���� �

���

Revenue  702.6 (229.3) 473.3 
Expenses  (610.5) 229.3 (381.2) 
Profit before net financing costs and income tax  92.1 - 92.1 
Net financing income / (costs)  0.9 - 0.9 
Profit before income tax  93.0 - 93.0 
Income tax (expense) / benefit 4 (25.1) - (25.1) 

Net profit attributable to discontinued operations  67.9 - 67.9 

Gain on sale      
Consideration received or receivable  2,299.0 - 2,299.0 
Carrying amount of net assets sold 3 (b) (1,103.7) - (1,103.7) 
Cost incurred in selling the assets, including charges, foreign exchange, 
and net change in fair values  (115.6) - (115.6) 
Gain on sale of discontinued operations before tax  1,079.7 - 1,079.7 
Income tax on sale of discontinued operations 4 (119.1) - (119.1) 

Gain on sale of discontinued operations after income tax  960.6 - 960.6 

Total profit after tax from discontinued operations  1,028.5 - 1,028.5 

     

  

������������
���� �

���

������������
���� �

���

������������
���� �

���

Revenue  1,965.6 (807.0) 1,158.6 
Expenses  (1,610.1) 726.8 (883.3) 
Profit before net financing costs and income tax  355.5 (80.2) 275.3 
Net financing income / (costs)  (2.4) - (2.4) 
Profit before income tax  353.1 (80.2) 272.9 
Income tax benefit / (expense) 4 (35.6) 17.4 (18.2) 

Net profit attributable to discontinued operations  317.5 (62.8) 254.7 
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3. Discontinued operations and assets held for sale  (continued) 

 

 � �

����	�

����
��
��
�

��������
���

(b) Carrying amount of asset and liabilities dispos ed of � �

����������
���� �

���

Cash and cash equivalents   55.2 
Trade and other receivables   307.4 
Current tax receivable   12.3 
Inventories   400.0 
Prepayments   8.0 
Investments   1.8 
Property, plant and equipment   541.7 
Deferred tax assets   39.4 

Total assets   1,365.8 

Trade and other payables   61.6 
Interest-bearing loans and borrowings   2.7 
Provisions   186.3 
Retirement benefit obligations   11.5 

Total liabilities   262.1 

Net assets   1,103.7 

 

(c) Cash flow attributable to discontinued operatio ns � �

������������
���� �

���

Net cash inflows from operating activities   47.8 
Net cash outflows from investing activities   (10.0) 
Net cash outflows from financing activities   (101.1) 

Net cash (used by) discontinued operations   (63.3) 

 � �

������������
���� �

���

Net cash outflows from operating activities   (15.4) 
Net cash outflows from investing activities   (28.0) 
Net cash inflows from financing activities   3.6 

Net cash (used by) discontinued operations   (39.8) 
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3. Discontinued operations and assets held for sale  (continued) 

(d) Assets classified as held for sale 

����	�

����
��
��
�

��������
��
�������
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 � � �

 
����������� �

���
����������� �

���
������������ �

���

Investments 215.2 - 215.2 

Total assets 215.2 - 215.2 

    

 
��� �
������ �

���
��� �
������ �

���
��� �
������ �

���

Cash and cash equivalents 118.5 – 118.5 
Trade and other receivables – external entities 336.8 – 336.8 
Trade and other receivables due from continuing operations 173.9 (173.9) – 
Inventories 492.0 (123.2) 368.8 
Current tax receivable 13.1 – 13.1 
Other financial assets 28.0 – 28.0 
Prepayments 11.7 – 11.7 
Investments 1.8 – 1.8 
Property, plant and equipment 525.3 – 525.3 
Deferred tax assets 55.5 34.8 90.3 

Total assets 1,756.6 (262.3) 1,494.3 

Trade and other payables – external entities 159.5 – 159.5 
Trade and other payables due to continuing operations 234.3 (234.3) – 
Current tax payable 17.4 – 17.4 
Interest-bearing loans and borrowings 2.9 – 2.9 
Other financial liabilities 37.2 – 37.2 
Provisions 182.2 – 182.2 
Retirement benefit obligations 11.5 – 11.5 

Total liabilities 645.0 (234.3) 410.7 

Net assets 1,111.6 (28.0) 1,083.6 

 

(e) Entities disposed of during the period 

The entities forming part of the discontinued operations disposed of during the period were: 

Names of entities 

�!���"�#�	
�
��
�������
������	�

$�

Budelco BV 100 
Buzifac BV 100 
Buzipon BV 100 
Buzisur BV 100 
Zinifex Budel BV  100 
Zinifex Clarksville Inc Maryland (US) 100 
Zinifex Hong Kong Limited 100 
Zinifex Metals Pty Ltd 100 
Zinifex Netherlands (Holdings) BV 100 
Zinifex Port Pirie Pty Ltd 100 
Zinifex Resources (US), Inc. 100 
Zinifex Taylor Chemicals, Inc.  80 



Notes to the financial statements 
31 December 2007 

 
20

-�����&�.�
�����
��������	���	$$�������������	���+� �+
$�/��
�����������(���
'��������

4 Income tax  

 
Consolidated 

2007 $m 
Consolidated 

2006 $m 

(a) Income tax expense recognised in the income sta tement   
Current income tax (expense) (190.4) (187.9) 
Deferred income tax (expense) (50.0) (28.2) 

Income tax (expense) (240.4) (216.1) 

   
Income tax (expense) is attributable to:   
Profit from continuing operations (96.2) (197.9) 
Profit from discontinuing operations (144.2) (18.2) 

 (240.4) (216.1) 

   
Deferred income tax (expense) included in income tax expense comprises:   
Increase in deferred tax assets  0.1 14.4 
(Increase) in deferred tax liabilities (50.1) (42.6) 

 (50.0) (28.2) 

(b) Numerical reconciliation of income tax expense to pre-tax net profit 
  

Profit from continuing operations before income tax 377.4 694.4 
Profit from discontinued operations before income tax 1,172.7 272.9 

 1,550.1 967.3 

   
Tax at the Australian tax rate of 30% (465.0) (290.2) 
Tax effect of amounts which are not taxable / (deductible) in calculating taxable income:   
Non-taxable / (deductible) amounts 223.8 (8.7) 

 (241.2) (298.9) 

   
Difference in overseas tax rates 0.8 2.9 
Recognition / recoupment of tax assets not previously recognised - 69.8 
(Under) provision for previous periods - (0.5) 
Net adjustment to deferred tax balances due to rate decrease in foreign jurisdiction(i) - 10.6 

Income tax (expense) (240.4) (216.1) 

(i) The income tax rate in the Netherlands reduced from 29.6% to 25.5% as at 1 January 2007. 
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5 Dividends 

 
Cents per 

share 
Consolidated 

$m 
Date of 

payment 
    
Fully franked dividends on ordinary shares provided for or paid are    
    
6 month period ended 31 December 2007     
For the year ended 30 June 2007 70.0 340.8 16 November 2007 
    
6 month period ended 30 June 2007     
For the year ended 30 June 2007 70.0 340.8 20 April 2007 
    
6 month period ended 31 December 2006     
For the year ended 31 December 2006 70.0 340.8 10 November 2006 
    

 

Dividends not recognised at the end of the period 

Since the end of the half-year ended 31 December 2007, the Directors declared a fully franked dividend of 35 cents per share to 
be paid on 21 April 2008. The record date for this dividend is 7 April 2008. The financial effect of this dividend has not been 
brought to account in the financial report for the half-year ended 31 December 2007 and will be recognised in subsequent 
financial reports. 

The franking credits attaching to the dividends provided for or paid at the end of the period, arises as tax has either been paid 
during the period or will be paid subsequent to the end of the period. 

 

6 Total equity 

 
Consolidated 

2007 $m 
Consolidated 

2006 $m 
   
Total equity at 30 June 2,819.4 2,202.8 
Total recognised income and expense for the period 1,345.1 736.6 
Dividends to shareholders (340.8) (340.8) 
Dividends to minority interest holders - (0.1) 
Shares bought on-market and cancelled during the period - (13.8) 
Movement in share based payments reserve (14.7) (6.9) 

Total equity at 31 December 3,809.0 2,577.8 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Notes to the financial statements 
31 December 2007 

 
22

7 Earnings and net tangible assets per share 

(a) Basic earnings per share     
From continuing operations – $ 0.58 1.70 1.02 
From discontinued operations – $ 2.11 1.04 0.52 

 2.69 2.74 1.54 

(b) Diluted earnings per share (i)    
From continuing operations – $ 0.58 1.70 1.02 
From discontinued operations – $ 2.11 1.04 0.52 

 2.69 2.74 1.54 

(c) Reconciliation of earnings used in calculating basic and 
diluted earnings per share    
Net profit after tax from continuing operations – $ million 281.2 827.5 496.5 
Net profit after tax from discontinued operations – $ million 1,028.5 507.3 254.7 

 1,309.7 1,334.8 751.2 

Weighted average number of ordinary shares on issue used in the 
calculation of basic and diluted earnings per share – number 486,911,284 486,954,409 486,996,831 

(d) Net tangible assets per share (ii)    
Net tangible assets per share - $ 6.84 4.85 5.29 

Number of ordinary shares on issue used in the calculation of net 
tangible assets per share – number 486,911,284 486,911,284 486,911,284 

 

(i) Information concerning the classification of securities 

Any shares to be issued as part of the Long Term Incentive Opportunity scheme will be purchased on-market. Accordingly, the 
equity instruments relating to the Long Term Incentive Opportunity scheme have not been included in the calculation of diluted 
earnings per share.  

(ii)  Net tangible assets per share 

In accordance with Chapter 19 of the ASX listing rules, net tangible assets per share represent total assets less intangible assets 
less liabilities ranking ahead of, or equally with, ordinary share capital, divided by number of ordinary shares on issue at period 
end. 

8 Non-cash investing and financing activities 

�
Consolidated  

2007 $m 
Consolidated  

2006 $m 

Acquisition of property, plant and equipment by means of finance leases - 17.2 
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9 Contingent liabilities 

Zinifex has guaranteed the obligations of certain controlled entities in relation to Bankers’ Undertakings and cash deposits 
provided by the entity’s bankers to relevant state–based Workers’ Compensation authorities within Australia. These guarantees 
amount to $4.1 million (June 2007: $13.0 million). Provision is made in the financial statements for expected benefits accruing to 
past and present employees in relation to workers’ compensation. 

Certain bank guarantees have been provided in connection with the operations of the controlled entities of Zinifex, primarily 
associated with the terms of mining leases in respect of which Zinifex is obliged to indemnify the banks. At the end of the financial 
period, no claims have been made under these guarantees. The amount of these guarantees may vary from time to time 
depending upon the requirements of the relevant regulatory authority. These guarantees amount to $77.3 million (June 2007: 
$78.1 million). Provision is made in the financial statements for the anticipated costs of the obligations under the mining leases. 

Other bank guarantees have been provided with respect to contractual relationships between controlled entities of Zinifex and 
third parties. These guarantees amount to $0.8 million (June 2007: $2.4 million). 

At 30 June 2007, Zinifex Limited had provided an unsecured guarantee with a maximum value of US$10.0 million to Shanghai 
HMC Co. Ltd, in support of Zinifex International (Holdings) Pty Ltd’s financial obligations as a joint venturer in Genesis joint 
venture in China. With the disposal of the zinc refining and lead smelters operations during the period, the unsecured guarantee is 
no longer in place. 

At 30 June 2007, certain controlled entities of Zinifex Limited, were party to a Security Trust Deed with respect to the consolidated 
entity’s syndicated loan facility. The facility was cancelled and the drawn amount repaid in August 2007. The security held over 
the consolidated entity’s assets under the security trust deed was discharged.  

10 Commitments 

On 17 December 2007, Zinifex Australia Limited ("Zinifex") announced an off market all cash takeover offer for all the issued 
ordinary shares of Allegiance Mining NL (“Allegiance), which was declared unconditional on 17 January 2008 following regulatory 
approval. 

Under a two tiered offer structure, Allegiance shareholders were offered $0.90 cash per share which was to be increased to $1.00 
cash per share if Zinifex obtained a relevant interest of more than 30 per cent of Allegiance shares, or if the Allegiance board of 
directors recommended the offer. On 23 January 2008, Zinifex simplified its offer by offering $1.00 cash per share for all 
Allegiance shares, irrespective of whether it acquires a relevant interest of 30 per cent or receives a directors’ recommendation. 
On 25 February 2008, Zinifex announced the offer was increased to $1.10 cash per share. This revised offer has been 
recommended by the Allegiance directors. In accordance with the terms of the offer, Allegiance shareholders will be paid within 
five business days of Zinifex receiving a valid acceptance. The Allegiance offer is due to close on 7 March 2008. 

Based on the number of issued ordinary shares of Allegiance of 774,927,810, and options to subscribe for Allegiance ordinary 
shares of 32,165,500, at an offer price of $1.10 per Allegiance share, Zinifex is committed to spend a maximum of $887.8 million 
for the acquisition of the Allegiance shares. No Allegiance shares had been acquired as at 31 December 2007. At the date of this 
report, Zinifex has acquired 43,354,474 shares at a cost of $47.7 million. This equates to a shareholding of 5.6 per cent in 
Allegiance shares. 

There has been no other significant commitment since 30 June 2007. 

11 Matters subsequent to the end of the financial p eriod 

On 21 February 2008, the directors declared a fully franked dividend of 35 cents per share to be paid on 21 April 2008. The record 
date for this dividend is 7 April 2008. The financial effect of this dividend has not been brought to account in the financial report for 
the half-year ended 31 December 2007 and will be recognised in subsequent financial reports.  

Refer to Note 10 for details of Zinifex’s all cash takeover offer for all the issued ordinary shares of Allegiance. 

On the Initial Public Offering of Nyrstar, an investment of $245.0 million in Nyrstar was retained by Zinifex. The fair value of this 
investment at 31 December 2007 was $215.2 million – refer Note 3. At the date of this report, the fair value of the investment has 
reduced further to $187.0 million. This further reduction of $28.2 million has not been reflected at 31 December 2007.�

There have been no other events that have occurred subsequent to the reporting date which require disclosure in this financial 
report. 
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Directors’ declaration 

 

In the opinion of the directors of Zinifex Limited (‘the Company’): 

(a) the financial statements and notes set out on pages 9 to 23 are in accordance with the Corporations Act 2001, including: 

(i) giving a true and fair view of the financial position of the consolidated entity as at 31 December 2007 and its 
performance, as represented by the results of its operations and cash flows, for the half-year ended on that date; and 

(ii) complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations 
Regulations 2001; and 

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

Signed in accordance with a resolution of the directors. 

 

 

P J Mansell 
Chairman 
Melbourne 
25 February 2008 

A G Michelmore 
Chief Executive Officer 
Melbourne 
25 February 2008 
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