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Attached is the review of Zinifex’s June Quarter 2006. 



 

 

 

 

ZINIFEX LIMITED QUARTERLY REVIEW 
Quarter ended  

30 June 2006 

Overview 

Dear Shareholder 

A strong final quarter of production resulted in total concentrate and metal output 
for the 2006 financial year exceeding the previous year. Century and Clarksville 
had record production years while Port Pirie and ARA matched 2005 
performance. Budel is set to increase output in 2007 with the commissioning of 
the 30,000 tonne per annum expansion. Hobart’s full year performance was 
restricted by a major roaster maintenance shutdown during the year but 
production has since returned to normal levels. 

The financial year just completed was also notable for the exceptional increase in 
zinc prices, with average prices more than 80% higher than the previous year. In 
May prices peaked at all time record levels of just under US$4,000 per tonne, 
more than three times higher than at the start of the year.  

The record zinc prices are being underpinned by robust market fundamentals. 
LME zinc stocks fell by two thirds or nearly 400,000 tonnes during the year with 
the shortfall being created by continued strong global demand, particularly from 
China, in concert with a severe shortage of zinc mine capacity, a legacy of years 
of under-investment.  

In spite of signs that the lead market was moderately in surplus with rising LME 
stocks and falling metal premia in Asia, the LME price during the 2006 financial 
year averaged slightly higher than the previous year at US$1,068/tonne. This was 
a remarkably good performance given the previous year’s average was an all time 
high.  

The $70 million Share Buy-back was completed in July with slightly more than 13 
million shares purchased at an average price of $5.35 per share, a significant 
discount to today’s share price. The Share Buy-back program was well executed 
with the purchase price achieved some $2.54 below the average price over the 
comparable buying period. 

Exploration activity continues to build with the announcement of a $19 million 
program designed to extend the mine life at Rosebery beyond 2020. Drilling in the 
June quarter at Rosebery continued to intersect ore grade mineralisation beyond 
the current resource, while work at Menninnie Dam has produced numerous high 
grade intercepts which take the project closer to delineating a resource.  
Exploration was limited at Century primarily due to the late wet season. 

 

 



 

 

Project Productivity, one of Zinifex’s initiatives designed to improve efficiency and 
safety as well as reduce costs, continues to deliver ahead of time with the 
reduction of more than 350 positions out of a total goal of 450 now achieved. We 
aim to complete the project by the end of the 2007 financial year. 

Looking ahead we remain confident about the outlook for zinc. The correction that 
occurred to prices in May has taken a lot of heat out of the market, which remains 
firmly supported by the underlying deficit. In the September quarter we have 
planned for a major 46 day rebuild of the blast furnace at Port Pirie and a two 
week maintenance stoppage of the SAG mill at Century, both of which will restrict 
production. The accelerated stripping at Century is set to commence with 
equipment and personnel secured. 

Overall we are anticipating another good year for Zinifex. 

 
 
Greig Gailey 
Chief Executive Officer 



 

 

Production Overview 
      

Production 
Summary 
(Tonnes) 

Quarter  
ended            

30 June 2006 

Quarter  
ended            

31 March 2006 

Quarter  
ended            

30 June 2005 

Year  
ended             

30 June 2006 

Year  
ended            

30 June 2005 

Mines      

Contained      
Zinc 151,888 147,766 151,442 599,232 589,612 

Lead 22,167 23,282 18,250 107,640 79,507 

Metal      

Zinc 155,010 143,871 161,241 614,564 637,371 
Lead 67,547 64,543 62,688 253,693 253,427 

Total 
Production 

396,612 379,462 393,621 1,575,129 1,559,917 

 

 

Safety, Health and Environment 

Medical Referral Injury Frequency Rate (MRIFR) 
per million man hours 

 

 

 

 

 

 

 

 

 

Improving health, safety and environmental performance remains a high priority. MRIFR 
results continue to show a downward trend, with the 12 month MRIFR in June 2006 of 
11.1, a 34% reduction from June 2005.  All sites delivered improved safety performance 
over the past year. Our goal is to ensure that this trend continues by reinforcing a positive 
safety culture through various safety and health initiatives. 

Significant improvements in environmental performance were achieved during the 2006 
financial year with an appreciable 81% reduction in the number of minor reportable 
environmental incidents and non compliances when compared to the same period last 
year. Better performance, operational enhancements and new licence conditions all 
contributed to the reduction. 

Zinifex joined the Australian Greenhouse Office©s ©Greenhouse Challenge Plus Program© in 
June, with the Co-operative agreement covering all of Zinifex’s Australian sites and ARA. 
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Century Mine 
� � Total zinc and lead metal in concentrate production for the year was a record at 

599,300 tonnes or 9% higher than last year. The next best performance was 592,900 
tonnes achieved in fiscal 2004. 

 
� � Zinc in concentrate production for the quarter was very similar to the June 2005 

quarter.  Full year production was 3% ahead of last year, the previous year having 
been impacted by the SAG mill motor failure.  June quarter production was assisted 
by high zinc feed grades. 

 
� � Lead in concentrate production for the quarter and full year were significantly higher 

than for the corresponding periods last year. Higher lead grades in ore was the reason 
for the increased the full year output. 

 
� � Similarly, full year silver production in both concentrates was significantly better than 

the previous year due to increased silver grades in ore. Silver in lead concentrate was 
also higher due to improved silver recovery. 

 
� � The outlook is that Century lead and silver production will fall in the 2007 financial 

year as mining will take place in areas of the ore body that have lower lead and silver 
grades. We anticipate that average lead grades mined may reduce from 2.2% in 2006 
to 1.4% in 2007 although this may vary. 

 
� � Zinc concentrate sales were above production for the quarter as weather related 

shipping delays in late March were caught up.  Full year zinc concentrate sales were 
broadly in line with production. 

 
� � Full year lead concentrate sales were marginally below production due to shipping 

variations, but well above prior year sales consistent with higher production of lead 
concentrates. 

 
� � The concentrator continues to operate with the revised 5% silica in zinc concentrate 

target to support zinc recovery.  A project to increase recovery has identified 
opportunities in the grinding circuit, and controlling surges in the flotation circuit.  
Preliminary capital improvement proposals have been defined in both areas. 

 
� � Purchase and hire agreements are now in place for all the equipment required for the 

accelerated pre-strip. This equipment has begun to arrive on site with all critical 
requirements planned to be in operation by the end of December 2006.  

� � The infrastructure requirements to cater for the accelerated pre-strip, such as 
extensions to workshop and village facilities are well underway and at this stage no 
major delays are envisaged. 

 
� � A fourth Liebherr R996 shovel unit was assembled in June and is being 

commissioned. 
 
� � Two BE495 electric shovels were de-commissioned and sold during the quarter.   
 



 

 

Rosebery Mine 
� � Zinc concentrate production for the June quarter was similar to previous comparative 

periods with higher zinc grades offsetting lower ore throughput in the mill. 
 
� � Lead concentrate production for the quarter was below corresponding periods 

principally due to ore processing in the mill being deliberately restricted to optimise 
zinc recovery. 

 
� � Copper, gold and silver output during the June quarter were either ahead of or in line 

with comparative periods. 
 
� � Over the full year, concentrate production was below last year largely due to lower 

feed grades encountered in the first half of this year. 
 
� � We anticipate zinc grades for the September quarter will be lower, at approximately 

14%, than during the quarter just completed.  
 
� � Zinc and lead concentrates sales for the June quarter were substantially higher than 

comparative quarters as well as exceeding production. A significant catch up of 
shipments to Zinifex smelters occurred in the June quarter. Full year zinc concentrate 
sales were also ahead of the previous year while full year lead concentrate sales were 
lower, matching production. 

 
� � In the June quarter we announced a $19 million, three year exploration program with 

the goal of extending Rosebery’s mine life beyond 2020. Activity will commence in the 
September quarter with the focus on surface drilling. 

 

Exploration 
 
Global Exploration 

Zinifex has announced plans to double its exploration spend to $90 million over the next 
three years, with a focus on advanced exploration projects in Australia and overseas.   

Century Area 

The late wet season continued to restrict exploration to the mine leases and activity was 
largely focussed on sterilisation drilling required to clear areas that will be used for 
disposal of waste rock during the accelerated pre-strip that is due to commence shortly. 
 
Work planned for the next quarter includes drilling one of the near-mine, vein-style targets 
with the aim of establishing a resource and commencing regional exploration on the Icon 
Joint Venture, north of Century. 
 
Rosebery Mine Lease 
 
During the year ended 31st March 2006, in-mine exploration added 1.9 million tonnes 
(before mining depletion of 0.7 mt) to the Rosebery’s resource, with an average 
intersection width of 8 metres at an aggregate grade of 15.0% zinc, 4.8% lead, 0.4% 
copper, 156 g/t silver and 2.3 g/t gold. 
 
Drilling in the June quarter continued to define extensions to the Rosebery deposit. 
Results were received for 318R-D2 which intersected 3.2m @ 7.4% Pb, 12.8% Zn, 0.44% 
Cu, 88 g/t Ag and 2.1g/t Au. 319R was completed having intersected 12.9m of massive 
and disseminated sulphides. The location of these holes is shown in Figure 1. 
 
 



 

 

Three holes were drilled to test the southern extent of South Hercules resource. Assay 
results were received for only one of the holes showing significant gold and silver over 4 
metres. Inspection of core for the other 2 holes suggests similar results. 
 
In the September quarter further holes will be drilled to test for down-plunge extensions of 
South Hercules. A down-hole EM anomaly will be tested at the Chamberlain prospect and 
the first targets on the Hellyer Alliance property will be drilled. 
 
Figure 1. Location of Northern exploration holes, Rosebery. 

 
Menninnie Dam Joint Venture, South Australia 
 
During the June quarter drilling was primarily aimed at defining the geometry of 
mineralisation in the Menninnie Central zone. The latest assay results are very 
encouraging and significant results are shown in the table below. The assays are from 
split diamond core, with a minimum down-hole width of 3m and > 5% zinc grade. 
 
Drilling is continuing to establish the degree of continuity between mineralised 
intersections with the goal of establishing an inferred resource at Menninnie Central. 
 
DH_ID From To Interval Au Ag Cu Pb Zn 
  m m m ppm ppm % % % 
MD34 255.50 259.50 4.00 0.16 64.13 0.09 5.93 11.95 
MD42 308.00 316.00 8.00 0.02 33.27 0.15 6.35 8.33 
MD42 321.70 345.00 23.30 0.06 59.73 0.10 8.28 6.19 
MD45 381.30 384.30 3.00 0.02 43.80 0.09 0.52 8.47 
MD47 380.60 398.70 18.10 0.03 27.77 0.11 1.66 6.54 

incl. MD47 390.80 398.70 7.90 0.05 29.30 0.13 0.25 12.03 

MD51 182.60 223.00 40.40 0.10 31.51 0.04 4.49 5.47 

incl. MD51 212.35 223.00 10.65 0.12 33.37 0.07 5.35 7.03 
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Hobart Refinery 
� � Zinc metal production in the June quarter was below the same period last year, as a 

result of the two-week extension of the maintenance shutdown of the larger of the 
plant’s two roasters. The delayed re-start was to allow the newly re-bricked roaster 
dome to set properly. The roaster has operated smoothly since restarting.  

 
� � The lengthy, once in 30 year, roaster maintenance shutdown was also the main factor 

behind annual zinc output being 8% lower than for the 2005 financial year. 
 

� � Zinc sales for the June quarter were lower than production primarily due to softer 
Chinese demand for diecasting alloy.  EZDA sales are expected to pick up in the next 
quarter. Full year sales were broadly in line with production although below prior year 
levels due to the extended roaster shutdown. 

 
 

Clarksville Refinery 
� � Full year production was a new site record of 121,549 tonnes, 5% better than the 

previous year©s result. The excellent result was achieved by addressing bottlenecks 
throughout the operation together with better concentrate availability and mix. This 
year’s record performance suggests that a sustainable annual capacity of 135,000 
tonnes of zinc may be achievable when the facility is not raw material limited. 

 
� � June quarter zinc production of 33,883 tonnes was 19% higher than the previous 

quarter and 27% more than the corresponding quarter last year. Availability of high 
grade raw materials together with successful improvement of electrolysis cooling 
capacity, enabling higher cell current during warmer weather, combined to deliver this 
result.  

 
� � Full year sales were 12% higher than the previous year, reflecting strong production 

and a reduction in finished metal inventories. The US market remains tight, with strong 
demand for zinc and zinc alloys and rising metal premia. 

 
� � The planned annual maintenance shut of the roaster is scheduled for October. Zinc 

production in the September quarter is expected to be 2-3% lower to enable calcine 
stocks to be built up to continue operations during the shutdown period.  

 
� � The announcement of the sale of the Big River zinc operations in Illinois and possible 

conversion to secondary materials by its new owners and the reopening of former 
Asarco Mines in East Tennessee will increase the availability of high grade 
concentrates in the region. 

 



 

 

Budel Refinery 
� � Zinc output for the June quarter was in line with the March result but moderately lower 

than for the same period last year. An extra cleaning shutdown of a roaster furnace 
and commissioning activities for the expansion project were responsible.  

 
� � The project to expand Budel’s capacity to 260,000 tonnes per annum of zinc has been 

completed and is now being commissioned.  
 
� � As reported previously electricity prices in the Netherlands remain high. Prices are 

significantly higher than in nearby Germany and Belgium however the ability to import 
power from these countries is restricted by transmission constraints. Negotiations to 
secure long term electricity supply at reasonable prices are continuing between a 
consortium of Dutch energy intensive industries, of which Zinifex Budel refinery is a 
member, and various electricity producers however progress is slow. 

 
� � Continued strong demand for zinc in Europe assisted sales to exceed production for 

the June quarter. On a full year basis sales were below last year’s level but broadly in 
line with production. 

 

Port Pirie Smelter 
� � Lead output was 8% above the June quarter last year and the full year exceeded last 

year’s level.  This was a good outcome after the extended blast furnace maintenance 
shutdown in September 2005 impacted the first quarter’s production. 
 

� � Zinc production also matched last year’s total with the June quarter returning to 
normal levels after the cell house rectiformer electrical fire during the March quarter.  
 

� � In spite of a strong final quarter, silver production was 10% lower than the previous 
year primarily due to reduced silver levels in feed materials.  Gold production was 
down on the previous year for the same reason. 

 
� � Copper production for the June quarter was in line with comparative periods but this 

did not compensate for lower production earlier in the year when copper inputs in raw 
materials were below target. As a result full year production was approximately 4% 
lower than the previous year. 

 
� � Lead sales volumes were deliberately inhibited during the June quarter, thus reducing 

the full year total, in order to hold stock back to meet customer requirements during 
the major plant shutdown in July/August. 

 
� � The once in 20 year maintenance shutdown of the blast furnace and rebuild of the 

continuous drossing furnace has commenced and is proceeding as scheduled with an 
expected duration of 46 days over July and August. Production will be reduced as a 
consequence during the September quarter. 

 
� � Health initiatives are having a positive impact with the number of employees and 

contractors with lead in blood levels greater than 30ug/dl halving over the past year. 

Australian Refined Alloys Joint Venture 
� � Production for the June quarter was ahead of both comparative quarters but 

constrained by battery receipts. Output for the full year matched last year’s level. 
 
� � Sales for the full year matched production and last year. 
 



 

 

Market Overview 

Zinc Price 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The zinc price achieved record highs during the June quarter, before profit taking and 
global inflation concerns triggered a correction. Zinc prices exhibited unprecedented 
volatility as prices peaked in May at US$3,990/tonne. The correction resulted in zinc 
prices falling by more than US$1,000/tonne before a recovery was staged late in June and 
the zinc price closed the financial year-end at US$3,239/tonne. 
 
The average zinc price in the June quarter was A$4,446/tonne, US$3,260/tonne, which is 
a substantial A$1,396/tonne, US$1,023/tonne, increase over the March quarter average.  
 
The average zinc price for the 2006 financial year was A$2,807/tonne, US$2,105/tonne, 
which is more than 80% higher than the average zinc price for the 2005 financial year of 
A$1,544/tonne or US$1,167/tonne. 
 
The outlook for the zinc price remains strong into the next financial year.  This was 
supported in May with the announcement by ILZSG of a supply deficit of 103,000 tonnes 
in the first quarter of 2006, and a forecast global refined zinc deficit of 437,000 tonnes for 
the 2006 calendar year. Steady declines in LME stocks, strong metal premia in Europe 
and the USA, the shortage of zinc concentrates for smelters, and continuing strong fund 
investment are underpinning the zinc price. 
 
The zinc concentrate market continues to remain tight with concentrate supply continuing 
to constrain metal production throughout the world. Although there was a softening of spot 
market treatment charges during the early part of the June quarter, there remains an 
historically large differential between spot market treatment charges and treatment 
charges under annual contracts. Zinifex is well covered for its concentrate requirements 
under long-term contractual arrangements. 
 
LME zinc stocks fell 23.9% or 67,950 tonnes during the June quarter to close at 217,150 
tonnes. In comparison, June 2005 closing LME zinc stocks were 611,500 tonnes or nearly 
three times current levels. During the year 394,350 tonnes of zinc were withdrawn from 
LME warehouses. 
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Market Overview 

Lead Price 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Lead prices were volatile in the June quarter, but generally trended downward. After a rise 
early in the quarter, the lead price fell when all base metals corrected. Prices staged a 
partial recovery late in June.  
 
The average lead price for the June quarter was A$1,486/tonne, US$1,102/tonne, a 
decrease of A$199/tonne, US$136/tonne from the March quarter. 
 
The average lead price for the 2006 financial year was A$1,424/tonne, US$1,068/tonne, 
an increase of A$168/tonne from the previous financial year. 
 
The main influence on lead price continues to be the increase in LME stocks. LME 
warehouse stocks rose by 69,325 tonnes during the year, to close the 2006 financial year 
at 111,375 tonnes. The majority of this stock is held in Singapore, with an estimated one 
third being Chinese material, which is consistent with Chinese lead exports. Lead premia 
in the Asian region remain soft as a result. European premia strengthened in the last 
quarter whilst the US premia remain unchanged.  
 
Although there are some positive signals for lead with a fall in spot concentrate treatment 
charges during the June quarter and a slowing in the rate of increase in LME lead stocks, 
in general, we believe that lead prices will continue to soften while remaining well above 
long term average prices.  
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About Zinifex 

Zinifex is one of the world’s largest integrated zinc and lead producers, supplying 
approximately 6% and 4% respectively of global demand for finished zinc and lead metal 
and is the third largest global silver producer. Other products include gold, copper, copper 
sulphate, cadmium and sulphuric acid. 

 
Zinifex operates the Century and Rosebery mines within Australia. Zinifex also has 
smelting operations in Hobart and Port Pirie in Australia, at Budel in the Netherlands and 
at Clarksville in Tennessee, USA. Zinifex is also a 50% joint venture partner in Australian 
Refined Alloys, a lead recycler with operations in Sydney and Melbourne. 
 

 

For Further Information 
 
Martin McFarlane 
Group Manager – Investor & Community Relations 
 
Direct telephone:  +61 (03) 9288 0479 
Mobile:    +61 (0) 417 543 638 
Email:    martin.mcfarlane@zinifex.com 
 

 



 

 

 

Production Statistics For The Quarter Ended 
30 June 2006 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ended ended ended ended ended
Jun-06 Mar-06 Jun-05 Jun-06 Jun-05

MINES

Century Mine

Production
Ore Treated (tonnes) 1,342,657 1,348,951 1,386,913 5,330,133 5,313,039

Assaying Zinc % 12.3 11.9 11.6 12.3 11.8
Lead % 1.9 2.1 2.2 2.2 1.5
Silver g/t 60.2 67.2 64.5 49.6 29.5

Zinc Concentrate (tonnes) 227,780 220,340 226,054 896,398 874,479
Containing - Zinc (Tonnes) 130,592 126,515 130,384 515,716 501,480
Containing - Silver (kg) 45,904 50,961 54,608 201,039 160,294

Lead Concentrate (tonnes) 25,533 24,786 17,555 124,990 74,774
Containing - Lead (Tonnes) 17,039 16,376 12,124 83,621 49,860
Containing - Silver (kg) 12,134 12,701 5,107 50,121 25,968

Sales
Zinc Concentrate (tonnes) 248,693         195,929 226,737         883,008         896,739

Lead Concentrate (tonnes) 27947 23,034 20,864           119,358         81,459

Rosebery Mine

Production
Ore Treated (tonnes) 139,793 162,858 174,154 671,666 689,518

Assaying Zinc % 16.4 14.8 13.5 13.8 14.5
Lead % 5.8 5.4 4.3 4.8 5.1
Copper % 0.4 0.4 0.3 0.4 0.4
Silver g/t 183.5 153.4 122.4 142.6 145.3
Gold g/t 2.1 2.1 1.4 1.7 1.9

Zinc Concentrate (tonnes) 37,547 37,797 37,110 147,736 154,435
Containing - Zinc (Tonnes) 21,296 21,251 21,058 83,516 88,132
Containing - Silver (kg) 2,644 3,389 2,667 11,352 10,652
Containing - Gold (kg) 25 31 25 104 114

Lead Concentrate (tonnes) 8,042 10,855 9,781 37,126 45,748
Containing - Lead (Tonnes) 5,128 6,906 6,126 24,019 29,647
Containing - Zinc (Tonnes) 1,004 1,330 1,193 4,339 5,945
Containing - Silver (kg) 8,391 11,511 9,202 39,406 44,037
Containing - Gold (kg) 29 68 46 167 222

Copper Concentrate (tonnes) 2,279 1,613 1,600 7,936 8,717
Containing - Copper (Tonnes) 430 203 325 1,476 1,776
Containing - Silver (kg) 12,749 7,494 7,129 36,057 35,555
Containing - Gold (kg) 176 146 125 585 647

Gold Dore (kg) 122 127 99 457 331
Containing - Gold (kg) 79 78 62 288 212
Containing - Silver (kg) 37 45 32 152 100

Sales
Zinc Concentrate (tonnes) 43,452           32,214 34,781           155,313         150,144

Lead Concentrate (tonnes) 11,781           6,591 6,398             39,489           44,179

QUARTER YEAR



 

 

Production Statistics For The Quarter Ended 
30 June 2006 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ended ended ended ended ended
Jun-06 Mar-06 Jun-05 Jun-06 Jun-05

REFINERIES

Hobart Refinery

Production
Zinc (Tonnes) 55,288 49,547 65,795 231,871 252,716

Sales
Zinc (Tonnes) 52,442 49,482 67,857 230,609         253,934

Budel Refinery

Production
Zinc (Tonnes) 56,477 57,111 59,001 224,085 231,798

Sales
Zinc (Tonnes) 58,427           54,781 65,750 221,156         232,874

Clarksville Refinery

Production
Zinc (Tonnes) 33,883 28,493 26,756 121,549 115,788

Sales
Zinc (Tonnes) 32,790           31,612 24,511 125,072         111,577

Port Pirie Smelter

Production
Lead (Tonnes) 62,764 59,956 58,242 234,235 233,847
Zinc (Tonnes) 9,362 8,721 9,689 37,059 37,068
Copper (Tonnes) 1,014 1,019 1,068 3,987 4,155
Silver (kg) 107,250 92,166 110,350 390,300 434,835
Gold (kg) 143 127 126 513 640

Sales
Lead (Tonnes) 57,084           61,560 58,567           229,043         235,630
Zinc (Tonnes) 9,106             8,262 9,978             36,035           37,529

ARA Lead Recycling Operations*

Production
Lead (Tonnes) 4,783 4,587 4,446 19,458 19,580

Sales
Lead (Tonnes) 5,190             4,656 5,258             19,939           19,438

*Figures represent Zinifex©s 50% share of ARA©s total production

QUARTER YEAR


