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for the three months ended 31 March 2007 

• Tragic fatality at Broken Hill interrupts production  
• Development of Beltana zinc mine ahead of schedule and under budget 
• Progression of the Potosi exploration decline is on schedule 
• Mount Oxide resource upgraded 12.2 per cent to 112,200 tonnes contained copper 
• Significant drill results at the Henry George prospect near Broken Hill 
 

Broken Hill 
Operating activities at the Broken Hill mine returned to normal late March following the tragic fatality earlier in the quarter.  As a 
precautionary measure, all remote loading activities were halted after the accident pending the outcome of an assessment of the 
loaders, remote control equipment and safe work procedures.  This process was conducted in conjunction with the Department of 
Primary Industries and subject to their regulatory authority and timetable.  
 
As a result production during the quarter was significantly impeded and contained metal production was below plan at 11,800 
tonnes zinc and 8,500 tonnes lead. 
 
The Potosi exploration decline, which commenced in early January, advanced 270 metres beyond the portal entrance by the end 
of the quarter.  Development ore to supplement the Broken Hill production is scheduled for the September Quarter.  Resource 
extension drilling from the surface has recommenced along strike of the current resource.  
 
Significant drill intercepts were obtained at the Henry George prospect in the Pinnacles region, including one hole reporting 
8 metres at 11.3 per cent zinc, 2.5 per cent lead and 40 grams per tonne of silver. 
 
Flinders Zinc Project – Beltana Open Pit 
Mining of the Beltana open pit commenced ahead of schedule and under budget at the Flinders high grade zinc project in South 
Australia.  First ore is expected in late 2007 with the first shipment of ore to smelters in Asia in early 2008.  Significant savings 
have also been made to the infrastructure capital costs at the port.  
 
Daisy Milano 
Processing of 39,855 tonnes of the 68,998 tonnes stockpiled during the December and March quarters produced 11,654 ounces of 
gold at a mill head grade of 9.3 grams per tonne.  Mining operations were suspended on 8 March as part of the gold business 
divestment process. 
 
Mount Oxide Copper Project 
The Mount Oxide resource was upgraded to 112,200 tonnes of contained copper (a 12.2 per cent increase) following the 
favourable drill results from nine holes completed in the December quarter.  Two drill rigs will target resource extensions. 
 
Corporate 
Perilya’s strategy to diversify its base metals revenue stream is on track with the commencement of mining at Beltana, progress 
with the Potosi decline and evaluation of other business opportunities. 
 
On 14 February 2007, Perilya announced first half earnings after tax of 39.8 cents per share and declared a fully franked 10 cent 
per share interim dividend (totaling A$19 million).  The cash balance at the end of the quarter was $151.8 million. 

 

 
Len Jubber  
Chief Executive Officer  
18 April 2007 
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Broken Hill Operation 
Safety 
Operating activities at the Broken Hill mine have returned to normal following the tragic fatality on 9 January 2007.  Since 
the accident, Perilya has conducted a full internal investigation as well as working closely with the Coroner and NSW 
Department of Primary Industries to ascertain the cause of the accident. 

As a precautionary measure, all remote loading activities were halted after the accident pending the outcome of an 
assessment of the loaders, remote control equipment and safe work procedures. 

 
Production 
Owing to the delayed resumption of steady state operations at Broken Hill, the March quarter contained zinc production 
was 11,800 tonnes and contained lead production 8,500 tonnes.  As previously announced, the full year forecast for zinc 
production is 100,000 - 105,000 tonnes and lead production is 60,000 - 65,000 tonnes. 

Lower production from ore stopes, and therefore a higher proportion of ore sourced from development headings, resulted 
in lower than targeted ore feed grades.  The concentrator performed well considering the variable nature of the ore feed 
during the quarter. 

The low metal production in the quarter resulted in an increase in net cash costs and reduced the exposure to spot metal 
prices given the company’s existing hedge commitments.  

In addition to working to resume normal activities, management took the opportunity to undertake business improvement 
and maintenance activities.  This included: maintenance and rehabilitation of the haulage and service shafts; repairs to 
the concentrator residue thickener; commencement of the tailings storage facility lift; and additional maintenance of 
underground roads.  

The Broken Hill operation is expected to return to normal in the June quarter. 
 
Improvement Projects 

A study to investigate the potential to double production from high grade pillars in the Southern operations has been 
completed. An implementation plan to fast track the project will see additional development commence in the next quarter 
and production from this area increase to 250,000 tonnes per annum. 
 
A dedicated project team has been established to deliver sustainable cost savings and production improvements.  Major 
initiatives include: 

• Enhancing metal production through the improvement of equipment availability, utilisation and productivity. 

• Increasing production capacity through improved mine planning and scheduling. 

• Reducing operating costs through a wide ranging review of operating practices. 

• Improving operational controls through the effective use of new technologies. 

 
North Mine Deeps Pre-Feasibility Study  

The North Mine Deeps pre-feasibility study, which commenced in December 2006, has made substantial progress during 
the quarter.  The study report is expected late May. 
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Broken Hill Mar Qtr Dec Qtr 

Quarterly Production & Cash Costs 2007 2006

PRODUCTION STATISTICS

Ore
Southern Operation (kt) 238.0 466.4 
North Mine (kt) 26.3 45.1 

Total Ore Mined (kt) 264.3 511.5 
Total Ore Treated (kt) 273.6 514.2 

Zinc
Grade (%) 4.9 6.0 
Recovery (%) 87.9 90.6 
Concentrate (kt) 24.2 55.9 
Contained Zinc (kt) 11.8 28.0 
Payable Zinc (kt) 10.0 23.5 
Concentrate Inventory (kt) 3.8 3.3 

Lead
Grade (%) 3.5 3.9 
Recovery (%) 85.5 85.3 
Concentrate (kt) 11.6 22.9 
Contained Lead (kt) 8.5 16.9 
Payable Lead (kt) 8.0 16.1 
Concentrate Inventory (kt) 1.8 1.9

Silver 
Grade (g/t) 39.2 39.2 
Recovery (%) 73.3 73.6 
Contained Silver (Moz) 0.225 0.461 

CASH COST & OPERATING MARGIN (US$/lb zinc)

Average Price Received   1.14 1.85 

Direct Cash Costs 1.42 0.67 
By-product credits (0.43) (0.55)
Zinc treatment charges 0.44 0.61 
Net Cash Cost 1.43 0.73 

Cash Operating Margin (0.29) 1.12  
 

Metal Produced and Cash Operating Costs 
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Potosi Development 
The Hon. Ian Macdonald, Minister for Primary Industries, Energy and Mineral Resources, formally opened the Potosi 
exploration decline on 20 February 2007.  The decline, which commenced in early January, advanced 270 metres beyond 
the portal entrance by the end of the quarter.   
 
The surface infrastructure is now in place and raise boring of the first ventilation rise will commence in April. 
 
Resource extension drilling from the surface to increase the existing 1.6 million tonnes (indicated and inferred) resource 
commenced during the quarter (refer Figure 1). 
 
Figure 1:  Potosi Long Section Showing Decline and Drill Target 

 
 
 
Lateral development to the ore body is scheduled for the June Quarter.  Development ore to supplement the Broken Hill 
production is scheduled for the September Quarter.  
 
 
Exploration 
Three surface rigs are currently targeting extensions of the known line of lode.  Drilling programs are underway at the 
North Mine zinc lodes, Imperial Ridge, Potosi Extensions and planned to commence shortly at Round Hill.  Drilling at 
Round Hill will target mineralisation at 1,500m depth based on strong alteration encountered in the limited previous drilling 
in the area. 
 
Drill holes at the Henry George Prospect in the Pinnacles region ten kilometres south of the existing Southern Operations 
have yielded encouraging results, including one hole returning 8 metres at 11.3 per cent zinc, 2.5 per cent lead and 40 
grams per tonnes of silver. 
 
Table 1: Significant drill hole intercepts at the Henry George Prospect 

Hole ID Easting Northing From 
(m) 

To 
(m) 

Interval 
(m) 

Zn % Pb % Ag g/t 

PTC139 6456000 532965 105 113 8 11.3 2.5 40 

PTC141 6456000 533000 121 124 3 5.6 3.5 36 

PTC144 6455700 533000 76 78 2 1.4 4.3 90 

PTC145 6455900 533020 70 76 6 8.3 0.8 10 
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Mineralisation at Henry George (Figure 2) is relatively shallow (less than 180m); open at depth and down plunge.  Drilling 
will continue with deeper diamond holes to test these areas to establish a mineral resource amenable to pit extraction. 
 
Figure 2 :  Cross Section of Henry George  6456000m N 

 
 
 
Flinders Zinc Project 
 
The Flinders project is located 520 kilometres north of Adelaide in the Flinders Ranges of South Australia. 
 
Phase One - Beltana Open Cut Mine Operation 
The first phase of the project will comprise a twelve month open cut mining and on-site crushing program followed by 
direct shipment of high grade zinc oxide ore through Port Pirie to smelters in Asia.  The first shipment is expected early in 
2008 with sales continuing over a two to three year period.  Contained zinc sales for 2007/08 financial year are forecast at 
15,000 tonnes increasing to 20,000 tonnes in subsequent years. 
 
Contract mining commenced ahead of schedule with 118,922 bcm of waste material mined during the quarter.  The early 
start to mining may advance the first shipment of high grade ore to December quarter 2007. 
 
Potential customers have indicated an appetite for increased shipments of the high grade ore, possibly allowing for the 
entire product to be sold within two years, rather than three years as assumed in the Feasibility Study. The economics of 
the mine would be enhanced considerably should the compressed shipping schedule eventuate. 
 
A potential market has also been identified for 392,000 tonnes (110,000 tonnes of contained zinc) of an intermediate 
grade material that could be produced by blending the high grade ore with the less marketable lower grade material.  To 
facilitate this opportunity, all of this material grading between 14 and 26 per cent zinc will be stockpiled separately on site 
at no additional cost.  
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During the quarter a number of initiatives were identified to reduce the infrastructure costs at Port Pirie.  Initiatives are also 
under way to substitute road transport to the port with rail transport. 
 
Phase Two – Evaluate Potential Deposits along Strike 
Drilling is underway at Reliance and Moolooloo to define further resources for development either as part of the current 12 
month mining operation or in subsequent years.  Native title and government approvals processes to mine these ore 
bodies have commenced. 
 
 
Daisy Milano  
 
The operation achieved over eight months lost time injury free at the end of the quarter.�
 
Consistent with Perilya’s strategic focus on base metals, mining operations were suspended at the mine on 8 March to 
better facilitate the divestment process.  Demobilisation activities were completed during the quarter to properly secure 
the site and ensure a smooth transition into care and maintenance.  
 
Contained gold for the period up to 8 March totalled 7,268 ounces from 25,640 tonnes of ore at a head grade of 8.8 grams 
per tonne.  The cash cost of A$566 per ounce for the quarter was a significant improvement over the previous quarter and 
is largely a reflection of the improvement in grade, mainly attributable to the greater proportion of stope production.  The 
higher production rates achieved in recent quarters due to operational improvements were maintained during the March 
quarter.  
 
Batch processing of ore at the Greenfields plant recommenced during the quarter, with treatment of 39,855 tonnes at a 
head grade of 9.3 grams per tonne and 98 per cent recovery producing 11,654 ounces of gold. 
 
At the point of suspension of operations, decline development had reached the 20 level and drive development had been 
completed in the southern extension of the ore body on two sills - the 16 and 17 levels - allowing stoping to commence on 
these levels.  Capital development concentrated on the extension of the primary ventilation circuit to the 450m RL. 
�

�

Table 2: Daisy Milano Quarterly Production & Cash Cost 
Mar Qtr Dec Qtr Sept Qtr 

2007 2006 2006
Mining
Ore Mined (t) 25,640 36,456 35,679
Ore Grade (g/t) 8.8 6.0 9.5
Contained Gold (oz) 7,268 7,045 10,877
Ore Stockpiles (t) 29,143 43,358 6,283

Processing
Ore Treated (t) 39,855 - 33,016
Gold Recovery (%) 98.0 - 98.2
Gold Produced (oz) 11,654 - 9,452
Cash Cost of production (A$/oz) 554 849 497

Gold Sales (oz) 8,031 120 10,529  
 
Closing run of mine stockpiles (29,143 tonnes) and gold in circuit at the end of March contained an estimated 10,152 
ounces.  It is planned to process this ore in the June quarter. 
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Mount Oxide Copper Project 
 
The Mount Oxide mineral resource estimate (refer Table 3) has increased to 112,200 tonnes of contained copper (up by 
12.2 per cent) after incorporating the results of the nine holes completed in 2006.  The drilling has also significantly 
increased the confidence of the resource with over 60 per cent now classified as Indicated.  The 12.2 per cent increase in 
contained metal represents an 8.1 per cent increase in tonnes and 3.7 per cent increase in grade. 
 
Table 3: Mount Oxide Mineral Resource Estimate at 1% Cu cut off 

Classification Tonnes (‘000) Cu Grade Contained Copper (t) 

Indicated 2,500 3.0% 72,300 

Inferred 1,500 2.6% 39,900 

Total 4,000 2.8% 112,200 

 
An aggressive program of drilling is planned to extend this 4 million tonne resource at 2.8 per cent copper, as 
mineralization is open along strike and to depth. Limited drilling has intersected copper to the north and south associated 
with major controlling structures (Figure 3). Two rigs have been secured for the drill season starting in April to complete a 
40-50 hole program targeting: 
 

• Strike potential along the main controlling Mt Gordon structure. 
• Depth potential in the main structure. 
• Definition of the zones below 1 % copper.  

 

 

 

 

 

 
 

Figure 3: Mount Oxide 3D geological model potential along strike. 

Approx. 200m

1m @ 1.6 % Cu

15m @ 1.2 % Cu

8m @ 0.9 % Cu

4m @ 2.3 % Cu
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Corporate 
 
Cash Flows 
 
At 31 March 2007, cash and short term deposits totalled $151.8 million (December quarter - $175.7 million). 
 
Key cash flow items were: 

• Lower metal production and sales from Broken Hill generated $11.4 million. 

• Capital expenditure at Broken Hill totalling $9.5 million on resource extension drilling, mine development and 
plant / equipment. 

• Beltana and Potosi development $7.0 million. 

• The interim dividend of 10 cents per share paid during the quarter.  The cash dividend payment was reduced to 
$13.6 million following a 30 percent subscription to the dividend re-investment program. 

 
March Quarter Cash Flow Reconciliation ($m) 
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Debt repayments

Dividends

CLOSING BALANCE

 
 
 
Forward Sales  
Perilya has entered into Australian dollar denominated forward sales contracts for approximately 22.5 per cent of forecast 
zinc sales and 42.5 per cent of forecast lead sales out to March 2009.  This represents less than 10 per cent of the current 
ore reserves at Broken Hill.  As a result, the company remains exposed to the spot market price for over 90 per cent of its 
ore reserves. 
 
All of the hedging contracts have been entered into on an unsecured basis and are not subject to any margin calls.  The 
contracts are also compliant with the hedge effectiveness requirements of the Australian Equivalent of International 
Financial Reporting Standards (AIFRS). 
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A summary of the company’s forward sales, including QP hedging, is shown in Table 4 below. 
 
Table 4: Forward Sales (as at 13 April 2007) 

 2006/07 (*) 2007/08 2008/09 

Zinc    

Tonnes 8,684 24,000 12,901 

Price (A$/t) 3,037 2,451 3,833 
    
Lead    

Tonnes 8,714 34,178 24,885 

Price (A$/t) 1,592 1,478 1,591 
    

(*) Includes QP Hedging 
 
Currency Protection 
As at 13 April 2007, the company has purchased call options over the Australian dollar, covering approximately 90 per 
cent of projected US$ receipts over the period to June 2008 at strike prices between US$0.8200 and US$0.8400. The use 
of options protects the company against an increase in the AUD relative to the USD but maintains exposure to the 
benefits of a decrease. 
 
Divestment of Gold Business 
The divestment process was temporarily halted to facilitate the suspension of mining operations at Daisy Milano in early 
March.  Discussions with interested parties have resumed. 
 
Listed Investments 
The market value of listed investments at 31 March 2007 increased to $15.1 million. 
 
Half Year Result and Interim Dividend 
In February the company announced 2006/07 first half earnings (after tax) of 39.8 cents per share and paid a fully franked 
interim dividend of 10 cents per share to shareholders.  This was the first dividend declared since Perilya introduced its 
Dividend Reinvestment Program on 27 February 2007.  There was a 30 per cent subscription to the reinvestment offer 
resulting in 1,389,261 new shares being issued at a price of $4.06 per share. 
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Metal Markets 
 

LME Zinc Spot Prices (US$/tn) and Stocks 
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Zinc stocks at the London 
Metal Exchange rose steadily 
during the quarter returning to 
above 100,000 tonnes for the 
first time since October 2006 
and closed the period at 
108,550 tonnes. The zinc price 
started the quarter at US$4,251 
before dropping away to its 
period low of US$3,051 and 
finishing at US$3,290. 
 

 
 

 
 

LME Lead Spot Prices (US$/tn) and Stocks 
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Lead stocks at the London 
Metal Exchange began the 
quarter at 41,125 tonnes and 
fell steadily to 30,900 tonnes 
before finishing the quarter at 
33,250 tonnes.  During this 
period the lead price traded 
steadily upwards finishing the 
quarter at its high point of 
US$1,925. 

 

 
Note: 
 
The information in this report that relates to Exploration Results and Mineral Resources is based on information compiled by Mr Bruce 
G.D. Hooper who is a full-time employee of the Company and is a member of the Australian Institute of Geoscientists. The Mt Oxide 
Mineral Resource estimate was completed under the overall supervision and direction of Dr. Simon Dorling who is a Senior Consultant 
with CSA and a member of the Australian Institute of Geoscientists (AIG). Bruce Hooper and Dr Simon Dorling  have sufficient 
experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is 
undertaking to qualify as a Competent Person as defined in the 2004 Edition of the ‘Australasian Code for Reporting of Exploration 
Results, Mineral Resources and Ore Reserves’. Bruce Hooper and Dr Simon Dorling consent to the inclusion in the report of the 
matters based on his information in the form and context in which it appears. 
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Company Profile  

Perilya Limited is a leading Australian base metal mining and exploration company. Perilya owns and operates the iconic 
Broken Hill zinc, lead and silver mine in New South Wales, Australia and the Beltana high grade zinc mine in South 
Australia.  The company is strengthening its project pipeline with an exploration decline at the Potosi deposit in Broken 
Hill, exploration at the Mount Oxide copper deposit in Queensland and the Flinders Project in South Australia. Perilya has 
a strong balance sheet with low debt levels and is actively seeking growth opportunities through acquisition. 
 
For more details, visit www.perilya.com.au 
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