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Zinifex September Quarter 2006 Review

Attached is the review of Zinifex’'s September Quarter 2006.



ZINIFEX LIMITED QUARTERLY REVIEW

Quarter ended
30 September 2006

Dear Shareholder

Consistent with previous advice, Zinifex undertook a 14-day shutdown of the
Century Concentrator during the September quarter. As expected, lower lead
grades were also encountered at Century. Total concentrate output for the
September quarter, therefore, fell against the previous quarter and the
corresponding quarter last year as anticipated.

Zinc metal output from our refineries for the September quarter exceeded
performance for both the previous quarter and the corresponding quarter last
year. This was driven by near record zinc production at our Hobart and Budel
refineries. Lead metal production for the September quarter was down on both
the prior quarter and corresponding quarter last year due to the previously
advised 1-in-20-year shutdown at our Port Pirie facility. However, we expect Port
Pirie to recover most of these losses over the balance of the financial year.

Although electricity prices in the Netherlands moderated somewhat during the
September quarter in line with global oil prices, they remain uncompetitive.
Progress was made to find a sustainable long term solution with the Dutch
Government lending its support to the consortium of Dutch energy intensive
industries, of which Budel is a member.

In comparison to the corresponding quarter last year, the average zinc price
finished the September quarter almost 160% higher at US$3,363/tonne. Zinc
prices continued to be volatile. July and August saw zinc prices fall by
US$864/tonne from the record highs of June quarter, only to rally again in August
to over US$3,500/tonne. This trend has continued into the December quarter with
zinc prices once again reaching new highs.

The zinc price continues to be supported by strong market fundamentals. LME
zinc stocks fell by more than 35 per cent to close the September quarter at
140,373 tonnes equating to just 4.6 days demand compared to 51 days at the end
of the corresponding quarter last year. Prices are being supported by continued
strong global demand for zinc, particularly from China, and a well documented
shortage of zinc mine capacity. In combination, tight supply and continuing strong
demand suggest a very positive outlook for zinc prices for the rest of the financial
year.



Lead prices posted strong gains with an average price for the September quarter
of US$1,189/tonne. LME lead stocks fell more than 45 per cent during the
September quarter and, combined with expected strong demand, suggest a
similarly positive outlook for lead prices for the remainder of this financial year.

Favourable assay results were received for drill hole 319R on the Rosebery Mine
Lease. This result increases the extent of the new "Y" lens, north of Rosebery
mine. Work at Menninnie Dam continues with recent drilling results
demonstrating a degree of continuity in the mineralisation. South Hercules, a
base and precious metal deposit located approximately 10 kilometres south-
southeast of Rosebery, also returned promising precious metal assays from drill
holes.

Concentrate and metal output is expected to return to more normal levels for the
remainder of this financial year. However, we do not expect to fully compensate
for the lower concentrate tonnages in the first quarter. Lead head grades at
Century are expected to further decline in the near term.

However, we remain confident about the outlook for both zinc and lead prices and
believe that the supply and demand fundamentals will remain robust.
Accordingly, we are optimistic for another good financial year for Zinifex.

Greig Gailey
Chief Executive Officer



Mines

Contained
Zinc 135,682 146,106 151,888
Lead 18,913 37,163 22,167
Metal
Zinc 160,422 154,341 155,010
Lead 28,233 54,811 67,547

Medical Referral Injury Frequency Rate (MRIFR)

per million man hours
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While improving health, safety and environmental performance remains a high priority, the
12 month MRIFR increased slightly to 11.6. This was despite strong performances from
both our Hobart and Clarksville operations which recorded five and seven months
respectively without injuries requiring medical treatment. Our commitment to an injury free
workplace is unchanged and initiatives to underpin longer term improvement are ongoing.

The Medical referral Injury Frequency Rate (MRIFR) target to achieve by June 2007 is 10.
This was changed in July from the previous year's target of 15 and is reflected in the
decease in the table above.

There were 13 reportable environmental incidents during the September quarter. These
were of a minor nature and were all accedences of license emission limits. This is above
the 11 reported for the same quarter last year.

Progress was made on elimination of historical waste stockpiles at Hobart with a once off
approval to dispose of almost 130 tonnes of waste filter cloths in the Bobadil Tailings Dam
at Rosebery.

Zinifex has also signed a MOU with Ausmelt for the toll processing of zinc-bearing primary
leach residues (PLR) from Zinifex's Hobart refinery.



Subject to final feasibility studies, due to be completed by January 2007, regulatory
approvals and concluding a final agreement, Ausmelt would process 55,000 tonnes per
annum of PLR at its smelter in Whyalla, South Australia, and recover a high zinc content
product which will be returned to Zinifex for conversion into zinc metal.

National Pollutant Inventory returns were submitted for the Australian sites to the relevant
State regulatory authority.

Century Mine

The longest scheduled concentrator shutdown in the operation’s history was
undertaken successfully in August. High safety standards were maintained and all
tasks were completed on or ahead of schedule, including a five-year service on the
SAG mill.

Zinc and particularly lead ore grades, as predicted, were lower than the previous
corresponding quarter as mining moved into a lower grade portion of the ore body.

Zinc in concentrate production for the quarter was 114,526 tonnes or 9.2% lower than
the September 2005 quarter due to the planned concentrator shutdown.

As expected, lead in concentrate production for the September quarter was
considerably lower than the previous corresponding quarter, by 60%, to 12,396
tonnes. This was due to both the planned August shutdown and a decrease in the lead
head grade.

Zinc output will be at normal levels for the remainder of the financial year 2007 but the
outlook is that lead and silver production in particular will continue to be lower than the
previous financial year. We anticipate that average lead grades mined will reduce
from 1.4% in the September quarter to 1.1% for the remainder of this financial year.

Zinc concentrate sales were 9.1% above the previous year's September quarter,
and broadly in line with production for the September quarter. Lead concentrate
sales were in line with September quarter production.

The concentrator continues to operate with the revised 5% silica in zinc concentrate
target to support zinc recovery. A project to increase recovery, through identified
opportunities in the grinding circuit and flotation circuit, has commenced with the
selection of an engineering firm underway.

With the accelerated pre-strip now underway several mining records have been
achieved during the quatrter. Excellent machine availability, improved
communication and increased employee numbers all contributed to the delivery of
better than expected mining of waste rock and ore for the quarter.

The first of twelve new Komatsu 830E haul trucks purchased for the accelerated pre-
strip project arrived on site in late September. The fifth Liebherr 996 shovel was also
commissioned during the September quarter. Delivery of all equipment is on track.

Some of the infrastructure projects required to cater for the accelerated pre-strip
project have fallen behind schedule due to unexpectedly long lead times for structural
materials and difficulties securing key personnel. Contingency plans are being put in
place to manage the delays and no major impact on the pre-strip project as a whole is
anticipated.

The pit transitioned from mining Stage 4 to Stage 5 ore in early September, 20 days
ahead of schedule.



Rosebery Mine

At 37,326 tonnes, zinc concentrate production for the September quarter was
higher than the previous comparative period with higher zinc grades offsetting
lower ore through the mill.

Lead concentrate production for the September quarter of 10,027 tonnes, was
above the previous quarter due to higher grades and recoveries.

Copper and silver were down for the September quarter on the previous
corresponding quarterdue to lower ore throughput.

Zinc and lead concentrate sales were 10% and 21% below production for the
September quarter due to weather related shipping delays in September. These
shipments have been made in October.

The September 2006 planned shutdown was deferred until the December 2006
quarter shifting 2,000 tonnes of zinc concentrate production from the December to
September quarter.



Exploration

Century Area

In the region around Century Mine 2 new Exploration Permit Minerals (EPMs) were
granted and previously excluded areas were added into another EPM. Some 3,470
metres of exploration Reverse Circulation drilling was completed on the Century Mine
Leases. The location and extent of these tenements are shown in Figure 1.

Figure 1

Positive results were received from
drilling at the Page Creek Prospect.
The area of mineralisation is relatively
extensive for a vein-style deposit.

Regionally, 34 sites have been
identified for follow-up investigations
on EPM 10544 (Lawn Hill), EPM 14716
(Mellish Park) and the Riversleigh
Project area. Most of these are of
interest for Century or Isa-style
mineralisation.

A collaborative seismic survey was
completed in the Century region. The
data from the survey will add a third
dimension to the current geological
interpretation of the area and therefore
help to locate the rocks and structures
most likely to host Century or Isa-style
mineralisation.

Work in the December quarter will

concentrate on determining the extent

and grade of the Page Creek

mineralisation and testing the Southern
Cross soil and rock chip anomaly in the north of the Mine Lease. Ground investigation of
the 34 prospect areas identified on regional tenements will also commence.

Rosebery Mine Lease

Assay results were received for 319R. This result increases the extent of the new "Y" lens,
north of Rosebery mine. The results are shown in the table below.

From To Length Pb% [Zn% |Cu% |Ag (g/t)|Au $

(m) (m) (dh m) (g/t) Total Metal
Units

1499.90 1512.60 12.7 2.35 7.74 0.11 92.46 [1.12 $143

1503.60 1512.60 9.0 2.33 9.37 0.13 63.30 [0.74 $154

1505.80 1509.90 4.1 3.29 12.89 [0.21 63.22 [0.79 $206

5,393 metres of diamond drilling was completed in surface exploration for extensions to
the Rosebery deposit. A further 2,397 metres was drilled testing regional targets,
including those in the Hellyer Alliance area.



South Hercules is a base and precious metal deposit located approximately 10 kilometres
south-southeast of Rosebery and immediately south of the old Hercules mine. The bulk of
the resource is in the indicated category and is characterised by its relatively high precious
metal grades and low base metal grades.

The current resource extends from surface down to around 100 metres depth and remains
open at depth to the south and north. Recent step-out drilling to the south has recorded
significant mineralisation with a best intercept of 6.8 metres @ 3.6% zinc, 4809/t silver and
6.6 g/t gold in drill hole H1250.

Very encouraging precious metal assays were returned from drill holes at the South
Hercules Prospect and these are listed in the table below. The location of the drill holes
with respect to the South Hercules resource are shown in Figure 2.

Hole N RL Fro To Interval Pb Zn Cu Ag Au $
No. (m) (m) m (m) | (dhm) (%) | %) | (%) (g/t) | (9/t) | Total
(m) Metal
Units
H1250 | -912 755 | 823 |68 18 |36 |o016 |[480 |66 | 3219
H1253 | -912 692 | 75.7 | 65 08 |12 |o004 |[a16 |13 |s110

Figure 2. Location of new mineralised intersection at South Hercules
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Menninnie Dam Joint Venture, South Australia

The annual report for the Menninnie Dam project, a joint venture with Terramin Australia
Limited, was received during the September quarter. Recent results have demonstrated a
degree of continuity in the mineralisation, especially along the Western Fault, which is
promising.

To date assays have been received for diamond drill holes MD33-43; 45; 47-48; and 51,
all drilled in the Menninnie Central area. The location of these holes is shown in Figure 3.
Assays are still awaited for drill holes MD 44, 46, 49, 50 and 52-61. 4,528 metres of
drilling were completed during the September quarter.



Work in the December quarter will be concentrated on the area outside Menninnie Central,
with an Induced Polarisation survey planned to cover the entire area defined by the
Menninnie magnetic signature (approximately the area shown in the map in the top left

hand corner of Figure 3). Drilling outside of Menninnie Central will test any areas of
interest detected by the I.P. survey.

Figure 3. Location of drill holes at Menninnie Central



Hobart Refinery

Hobart had an excellent production quarter in September posting near record zinc
metal production of 66,919 tonnes with steady production throughout all areas of the
plant. This rate exceeded the same period last year.

Zinc sales for the September quarter were 6% higher than for the previous
corresponding quarter due to strong production, high demand for EZDA and CGG, and
additional sales to Europe.

Clarksville Refinery

Zinc production for the September quarter was 26,676 tonnes, 7% above the
corresponding quarter last year but 21% below the June quarter.

The shortfall is directly related to conservation of calcine stocks in preparation for a
Roaster maintenance shut in the December quarter, roaster reliability issues resulting
in 2 unplanned shuts during the September quarter and the diversion of a shipment of
clinker, equivalent to 4,000 tonnes of zinc metal, to Budel in order to capture the
benefit of superior European spot metal premia.

Sales were broadly in line with production.

Recently we secured the purchase of additional tonnages of high quality direct leach
oxides, which when taken with the expected availability of high grade domestic
concentrates in Calendar 2007, should enable the full year production to match last
year.



Budel Refinery

Zinc output for the September quarter, at 60,496 tonnes, was 7% and 11% higher
respectively than for the previous quarter and corresponding quarter last year. This
increase is largely due to the completion of the project to expand Budel's zinc
production capacity to 260,000 tonnes per annum.

Although electricity prices in the Netherlands moderated somewhat during the
September quarter in line with global oil prices, they remain uncompetitive.

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. The Dutch Government has
clarified the level of support it will provide to the Consortium. This clarification will
allow the Consortium to proceed with negotiations with two potential electricity
suppliers.

Supported by strong European demand, zinc sales for the September quarter were in
line with production and 15.6% above the previous corresponding quarter.

Port Pirie Smelter

As previously advised, a 1-in-20 year shutdown was undertaken during the quarter
with major refurbishment activities across the entire site. This shutdown incorporated
outages for all process plants, with the Blast Furnace being offline for 49 days.

As a result, lead, zinc and copper production was all well down on the previous
September quarter.

As part of the shutdown strategy, the sinter plant stopped for only 14 days which
enabled the building of a sinter stockpile. This sinter feed will be progressively
consumed by the blast furnace over the remainder of this financial year allowing
much of the lost lead production from the shutdown to be recovered over this period.

Zinc and lead sales for the September quarter were 7.7% and 16.1% better than
production respectively. During the maintenance shutdown, sales continued from
stock built up prior to the shutdown.

Major engineering work, as part of the site’s Ten by 10 program, was commenced
during the shutdown. The most significant project, the furnace top enclosure, was
significantly advanced during this time.




Australian Refined Alloys Joint Venture

Production for the September quarter was adversely impacted by planned shutdown
work for furnace relines at both sites and reduced availability of scrap batteries.

Battery receipts were lower than in previous quarters. The decrease followed the
lodgement of three applications for export permits for used lead acid batteries with
the Commonwealth Department of Environment and Heritage in April 2006. This
resulted in applicants stockpiling scrap batteries.

The Minister subsequently approved two of the permits on a conditional basis and
denied a third in September 2006. The approved exports are for 8,400 tonnes and
7,200 tonnes respectively and are valid until March and April 2007 respectively. ARA
vigorously opposed the permits.

Lead sales in the second and third quarters of this financial year are expected to be
lower than the corresponding quarters of last year as a result of leakage of used
batteries to the export market. However, it is anticipated that sales in these quarters
will be marginally higher than for this first quarter.



Zinc Price
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Zinc prices in the first quarter of the 2007 financial year have again been volatile. In July
and August zinc prices fell from their record highs of the previous quarter, by a total of
US$864/tonne, as a result of strong selling in copper and nickel, fund profit-taking and
geopolitical concerns. In late August renewed fund interest in base metals pushed the
zinc price up to US$3,672/tonne, before prices eased to close the quarter at
US$3,360/tonne. This close was up US$100/tonne from the June quarter close.

The average zinc price in the September quarter was A$4,443/tonne (US$3,363/tonne),
which equates to an A$2,744/tonne (US$2,065/tonne) increase on the preceding
September quarter average.

LME zinc stocks fell by 35.4% or 76,775 tonnes during the September quarter to close at
140,373 tonnes equating to just 4.6 days demand. In comparison the September 2005
closing LME zinc stocks were 531,325 tonnes, equating to 51 days demand and 390,952
tonnes above the current September quarter close.

We believe that the outlook for the zinc price remains strong for the balance of the
financial year. This is confirmed by the announcement by International Lead and Zinc
Study Group (ILZSG) of a supply deficit of 185,000 tonnes for the first seven months of
2006.

The zinc concentrate market remains tight. Zinifex smelter requirements were well
covered during the September quarter and a small amount of concentrate was sold on the
spot market.



Physical Zinc Premia by Region*
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These strong fundamentals are confirmed by physical tightness in many markets with spot
zinc premia soaring in Europe and the USA, as demonstrated in the chart above.
Negotiations for calendar 2007 contract premia have commenced and substantial
increases are expected over 2006 levels in the USA and Europe.



Market Overview

Lead Price
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Lead prices in the September quarter posted strong gains driven by a steady decline in
LME stocks. This, together with news that the 13% rebate on Chinese refined lead
exports had been removed with immediate effect, and the general renewed fund interest in
base metals, pushed the lead price to a high of US$1,425/tonne.

The average lead price for the September quarter was A$1,571 (US$1,189/tonne) which
equates to an A$404/tonne (US$297/tonne) increase from the previous September quarter
average.

LME lead stocks fell by 45.4%, or 50,650 tonnes, during the September quarter to close at
60,725 tonnes. As a comparison, the June quarter LME lead stocks were 111,375 tonnes.
The majority of the withdrawals have been from Singapore. Lead premia in the Asian
region remain unchanged, while premia in both the US and Europe increased in line with
the northern hemisphere winter battery replacement season.

We believe that the outlook for lead is positive on the back of declining LME stocks and
expected strong demand although there is some market uncertainty associated with the
impact of the September Chinese export rebate reduction from 13% to zero. In the short
term, the domestic Chinese lead price is expected to soften further through increased
domestic availability. In the longer term Chinese exports are expected to resume. ILZSG
has revised down their 2007 forecast for lead market surplus by 20% to 55,000 tonnes.

The lead concentrate market remains tight with strong demand from China and production
restraints at several mines. Supplies to Port Pirie are fully covered and production from
key external suppliers to the smelter is forecast to improve during the coming months.



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 a leading global silver refiner. 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
E mail: martin.mcfalane@zinifex.com



MINES

Century Mine

Production
Ore Treated (tonnes)
Assaying Zinc %
Lead %
Silver g/t

Zinc Concentrate (tonnes)
Containing - Zinc (Tonnes)
Containing - Silver (kg)

Lead Concentrate (tonnes)
Containing - Lead (Tonnes)
Containing - Silver (kg)

Sales
Zinc Concentrate (tonnes)

Lead Concentrate (tonnes)

Rosebery Mine

Production
Ore Treated (tonnes)
Assaying Zinc %
Lead %
Copper %
Silver g/t
Gold g/t

Zinc Concentrate (tonnes)
Containing - Zinc (Tonnes)
Containing - Silver (kg)
Containing - Gold (kg)

Lead Concentrate (tonnes)
Containing - Lead (Tonnes)
Containing - Zinc (Tonnes)
Containing - Silver (kg)
Containing - Gold (kg)

Copper Concentrate (tonnes)
Containing - Copper (Tonnes)
Containing - Silver (kg)
Containing - Gold (kg)

Gold Dore (kg)
Containing - Gold (kg)
Containing - Silver (kg)

Sales
Zinc Concentrate (tonnes)

Lead Concentrate (tonnes)

1,285,665
11.6

1.4

55.1

201,565
114,526
42,935
19,125

12,396
7,653

193,150

19,112

167,016

10,027
6,517
1,136

10,692

46

1,627
312
7,442
141
148

45

33,599

7907

1,322,376
12.3

2.8

81.5

218,117
126,190
62,523
46,774

31,568
16,912

177,093

20,162

184,733

8,384
5,595
850
9,146
28

1,900
380
8,075
127
111

35

39,884

12181

1,342,657
12.3

1.9

60.2

227,780
130,592
45,904
25,533

17,039
12,134

248,693

27947

139,793

8,042
5,128
1,004
8,391

29

2,279
430
12,749
176
122

37

43,452

11781




REFINERIES

Hobart Refinery

Production
Zinc (Tonnes)

Sales
Zinc (Tonnes)

Budel Refinery

Production
Zinc (Tonnes)

Sales
Zinc (Tonnes)

Clarksville Refinery

Production
Zinc (Tonnes)

Sales
Zinc (Tonnes)

Port Pirie Smelter

Production
Lead (Tonnes)
Zinc (Tonnes)
Copper (Tonnes)
Silver (kg)

Gold (kg)

Sales
Lead (Tonnes)
Zinc (Tonnes)

ARA Lead Recycling Operations*

Production
Lead (Tonnes)

Sales
Lead (Tonnes)

66,919

69,496

60,496

60,626

26,676

28,440

24,476
6,330
553
64,310
95

28,407
6,819

3,757

3,892

*Figures represent Zinifex® 50% share of ARA® total production

65,042

65,609

54,349

52,467

24,878

27,880

49,293
10,072
1,047
97,286
122

49,139
9,528

5,518

5,041

55,288

52,442

56,477

58,427

33,883

32,790

62,764
9,362
1,014

107,250
143

57,084
9,106

4,783

5,190



