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•

Long term financing deals tie up more than 50% of global zinc stockpile

ANGAS ZINC MINE

• Production down due to short term issues including lower grades
• Full year production outlook unchanged
• Drilling underway to extend mine life

FOCUS ON ZINC

EXPLORATION

• The VTEM survey completed
• Follow up drilling on Lady Jane and Preamimma Mines underway

OUED AMIZOUR PROJECT

SUSTAINABLE
Zinc can be
recycled
indefinitely,
without loss
of its physical
or chemical
properties

• Tala Hamza Definitive Feasibility Study (DFS) in final stages
• Recent drilling points to further upside potential at the Tala Hamza deposit
• Regional exploration activity indentifies gold-silver and base metal prospects

CORPORATE

million additional shares were issued to RBS Sempra Metals
• 7.5
& Concentrates LLC on conversion of notes
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Chairman’s Review
The Tala Hamza Definitive
Feasibility Study (DFS) moved
into its final stages with activity
focussed on the mine design
and the block cave schedule.
We remain confident that the
choice of block cave mining,
which has been driven by geotechnical factors, will allow us to
take advantage of this low cost
underground mining method. This will improve project
economics and deliver an economically robust project.
The Tala Hamza deposit also continues to provide upside
potential, particularly to the south where recent drilling
showed the deposit was thicker and higher grade than
expected. The deposit is currently open and untested in
the south, while there is also potential in other directions.
The quarter saw lower production and resulting higher
unit costs from Angas Zinc Mine owing to short term
factors. Whilst production was forecast to be lower
at this stage of the mine’s development, these factors
were compounded by lower than forecast stope grades.
Management is aiming to achieve the full year forecast
production despite the weak June quarter. Angas
revenue has not been exposed to the current lower zinc
prices because during the year we locked in a zinc price
that will average US$2,304/t for all zinc concentrate
shipments until October.
We have commenced drilling on the Angas Mining
Lease to extend mine life. Four shallow holes have been
completed with three intersecting mineralisation, although
most of the targets require deeper drilling to test for other
extensions of the known lenses. The results of this initial
program will be available over the coming months.
Terramin’s exploration has already delivered promising
results this year, with encouraging intersections of
copper and gold in South Australia, and surface
outcrops of poly-metallic mineralisation near Tala Hamza
in Algeria. Both of these are near our existing and
planned operations, and offer a potential diversification
of the company’s metal production.
In the zinc market LME warehouse stockpiles are seen to
be an apparent dampener on the outlook for zinc prices.
However, we understand that available stocks are much
lower than the numbers would indicate and far below
record levels seen in previous metal cycles. This is
because stock levels include a large component under
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the “carry trade”. I attended a Brooke Hunt seminar
recently where we were informed that metal stocks tied
up in long-term financing deals had “massively” reduced
metal availability, notably in aluminium and zinc.
Indications are that more than half the stock levels are
unavailable to the market.
Prevailing low treatment charges tell us that smelters
are struggling to obtain concentrate to supply their
operations, not a sign of an oversupplied market.
Chinese zinc mine production is very dynamic and
resumed strongly after the financial crisis, but current
price levels will not be profitable for smaller Chinese
mines. Interestingly, our colleagues in Chinese mining
companies have told us that in their view the production
levels from the many small Chinese operators are not
sustainable long-term as they are relatively high cost
with little capital going into renewing resources. Chinese
companies are therefore looking offshore to provide
supply growth.
It is clear from feasibility studies for future western world
projects that many of these are very expensive, both in
capital and operating costs. However, these projects are
commonly factored into analysts’ forecasts, although
unlikely to be developed at current prices. For example
a recent announcement on the results of a pre-feasibility
study for a large zinc project used zinc and lead price
assumptions of US$2,600/tonne, considerably higher
than current or long term prices, to demonstrate
economic viability. In contrast, the Tala Hamza DFS
will use more conservative long term prices to ensure
the project is viable throughout the cycle.
This demonstrates that the factors we highlighted
in previous reviews that are influencing zinc mine
production are still in place, and that future projects
will rely upon high zinc prices to trigger development
and ensure sustainability.
I believe that whilst Terramin’s share price is tracking
similar companies and the zinc price, the Company’s
major growth potential is not realistically reflected in its
market value. Terramin’s Management and Board are
advancing opportunities to strengthen this value for the
benefit of all shareholders. I expect to report more on this
in the coming months.

Kevin Moriarty
Executive Chairman

Terramin Australia Limited

Angas Zinc MINE
The Angas Zinc Mine is 100% owned by Terramin. ML6229 is located 2km outside the town of Strathalbyn,
60 km from Adelaide, South Australia.

Safety, Environment
and Community report
The safety performance at the Angas Zinc Mine continued
to improve over the course of the quarter under a programme
aimed at enhancing safety across all operational areas.
A total of two Lost Time Injuries (LTI’s) and two Medical
Treated Injuries (MTI’s) were reported.
A number of minor environmental and community concerns
were reported by the local community around the mine
during the period. Some reports arose as a result of the
helicopter borne VTEM survey which was conducted at low
altitude over a large area of our tenements in the region.
All concerns were followed up by our staff and were
satisfactorily resolved.
The high water level in the Tailings Storage Facility (TSF),
which is out of compliance with the requirements of the
Mining and Rehabilitation Program (MARP), has been
addressed by mine management in cooperation with
Primary Industries and Resources SA (PIRSA). Significant
volumes (27 megalitres) of water have been treated and
removed and this will accelerate with the commissioning in
August of an additional Reverse Osmosis (RO) plant. The
extra treatment capacity will assist us to remove excess
water and also to make it available for community use.
Complex mathematical modelling has been undertaken by
consultants to generate an accurate forecast to re-establish
full compliance, which is expected to be achieved by the
second half of 2011.

Operations summary
Underground mine development advanced 661 metres
over the three months with the decline reaching 225 metres
below surface. Level development constituted the balance
of the development that was completed during the quarter.
Mined tonnes were 15% lower than the previous quarter.
A number of short term issues in the underground mine
and treatment plant at the Angas Zinc Mine reduced
planned production. Contributing factors to lost production
time included a rock fall that caused minor damage to one
of the jumbo drill rigs, and maintenance issues with other
production equipment. In addition, delays to the
introduction of tailings backfill resulted in changes to
stoping plans. A number of remedial steps were taken to
rectify the problems resulting in the mine operating at
forecast levels by the end of the quarter.
Mill throughput of 87,508 tonnes was 18% lower than in
the March quarter, constrained by ore availability and a
gearbox failure in the mill in June. Recent work on the mill
has increased its throughput capacity. This enables the mill
to campaign process ore providing additional operational
flexibility.
Angas produced 9,674 tonnes of zinc concentrate and
3,026 tonnes of lead concentrate, for a total of 12,700 tonnes.  
Production was adversely affected during the period
because of the reduction in ore treated and lower than
expected ore grades. The zinc and lead grades were 6.58%
and 2.28% respectively. Smaller stoping areas combined
with variable grade across the stopes and delays to
backfilling reduced ore delivery.
Payable metal production was 4,176 tonnes for zinc and
1,548 tonnes for lead.

Angas Mine – Quarterly ore mined and processed
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Angas Zinc MINE

Production statistics
including C1 cash cost data
			
			

March Quarter June Quarter Year to Date
2010
2010
2010

Production statistics		
Total ore mined (tonnes)

102,423

86,570

188,993

Total ore treated (tonnes)

106,489

87,508

193,997

7.63
3.47
0.25
32.4

6.58
2.28
0.22
25.1

7.16
2.93
0.23
29.1

13,667

9,674

23,341

52.0
87.5

51.2
86.0

51.7
86.9

5,983

3,026

9,009

54.2
3.5
472
7.8
87.8
80.2
81.9

54.1
4.5
541
7.0
82.0
71.1
74.6

54.2
3.8
495
7.5
85.8
76.4
79.1

6,019
3,066
45
81,243
1,180

4,178
1,546
27
47,755
525

10,197
4,612
72
128,998
1,705

Ore grade:
		
		
		

– Zn%
– Pb%
– Cu%
– Ag g/t

Zinc Concentrate (tonnes)
Grade:
Recovery:

– Zn%
– Zn%

Lead Concentrate (tonnes)
Grade:
		
		
		
Recoveries
		
		

– Pb%
– Cu%
– Ag g/t
– Au g/t
– Pb%
– Cu%
– Ag%

Payable metal
		
		
		
		
		

– Zn t
– Pb t
– Cu t
– Ag oz
– Au oz

Costs
C1 Cash Costs (US c/lb payable zinc)
Production Costs
- Mining		
- Processing
- Other Site Costs
Realisation Costs
- Transport & Handling
- Zinc Treatment Charges
Net By-product Credits
C1 Cash Cost

50
25
18
7
43
10
33
(45)

87
53
25
9
40
10
29
(47)

65
37
21
8
41
10
31
(46)

48

80

61

				

Notes: The YTD payable metal figures include adjustments based on final
invoice numbers where available. The ore mined figures are estimated
based on tonnes trucked to the surface whilst the ore treated figures are
calculated from a weightometer.  Reconciliation between the mine and
the mill continues.

The reported C1 cash cost of US80 cents/lb for the quarter
was significantly higher than budget. Both the mine and mill
experienced higher unit costs primarily as a result of lower
production. Several other factors negatively impacted costs,
including extra cement for the high levels of cemented rock
fill placement and initial trial tailings placement. In addition,
ground support and maintenance costs were higher,
as a result of campaigns conducted and completed
during the quarter.
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Improved realisation costs from lower concentrate treatment
charges and higher unit by-product credits helped to offset
the higher site costs.
The Company expects costs to improve in the current quarter
and into the final quarter of the year as production increases.

2010 Forecast production
Despite the production issues experienced during the quarter
the full year production forecast has been maintained.
Forecast production levels in tonnes for 2010

2010

Ore Milled

Lead concentrate

Zinc concentrate

400,000

18,000-20,000

48,000-50,000

Calendar year

Sales
Total sales of zinc and lead concentrate for the quarter were
12,437 tonnes and 3,300 tonnes respectively.

Commodity Prices
Average prices in US$ per tonne

Zinc

Lead

June 2010 Quarter

$2,026

$1,950

March 2010 Quarter

$2,289

$2,221

Year to date 2010

$2,157

$2,086

Average realised price
The average realised zinc price for the June quarter was
US$2,383 per tonne, well above the quarterly average
market price. This reflected pricing terms which were set
in advance of shipments due for the June quarter. Terramin
has the ability to price zinc concentrate shipments in
advance of the actual shipments and effectively lock in the
zinc price for those shipments. The three zinc concentrate
shipments (15,000dmt) scheduled for the September
quarter have been priced at an average zinc price of over
US$2,299 per tonne, well above the prevailing spot price.
The lead price realised for the quarter was US$1,427 per
tonne. This was below the average spot price primarily due
to the downward revaluation of prior quarter sales which
were subject to final pricing in the June quarter. All current
period sales are provisionally priced at the prevailing price
at the quarter end.
During the quarter the Company achieved a quotational
price hedging gain of US$487 per tonne on the sales of
1,370 tonnes of lead that related to the March quarter
sales priced in the June quarter.

Terramin Australia Limited

Exploration projects

Angas

Exploration activity continued at a high level during the
quarter on both the Angas Mining Lease and on the regional
Fleurieu Exploration Licences.
At Angas four RC holes (AN235 to AN238, total 318m)
were drilled, 600m south of the Angas Zinc Mine workings.
The holes tested a shallow EM target located up dip from
mineralisation previously intersected in the Rankine position
at 130m depth. Three of the four holes achieved their
planned depth. Shallow oxide zinc mineralisation was
observed in hole AN236 and sulphide Pb+Zn was
intersected around 60m in AN237 and AN238. Hand-held
XRF results gave indicative values up to 7.6% Pb+Zn.
Logging, sampling and assaying is in progress.
Planning is now finalised for a programme of diamond
drilling to test a number of promising targets and likely
extensions to mineralisation around the current Angas
deposit. The target areas are shown in the accompanying
plan (below). Expressions of interest have been sought for
this drilling with a view to commencing in the third quarter.

Fleurieu

Promising gold intersections from Terramin’s prospects
in the Preamimma/Monarto area were reported in the last
quarterly report. A short follow up diamond and RC drilling
programme on these prospects commenced on 25 June.
Two RC holes at Preamimma West (PMRC015 and
PMRC016) were initially targeted to test beneath anomalous
surface rock chip samples. Both holes intersected quartz
veining with silica-sericite-pyrite alteration in the target
position. At the end of the quarter the rig had commenced
drilling PM014 (RC/diamond tail) beneath the Preamimma
Mine workings (planned to 250m) to follow up previous
drilling. An additional three holes will be drilled at the Lady
Jane prospect with the programme expected to be
concluded in late July 2010. Results of this drilling will be
released as soon as possible.
A VTEM survey flown by Geotech Australia was completed
on 1 May 2010.  The survey comprised 3,288 line kilometres
at line spacings of 200 metres closed up to 100 metres
in priority areas. This has given coverage of 55% of
Terrramin’s Fleurieu tenement holdings with particular
emphasis on areas with shallow cover. Further interpretive
processing and modelling by consulting geophysicists will
take place over the next 2-3 months to develop priority
ranking of the many drilling targets expected to be
identified from the survey.

Angas exploration targets

surface

2.00m @ 2.01%
1.81m @ 3.48%

0 mRL

3.00m @ 1.43%
6.8m @ 1.83%
2.32m @ 1.94%
2.15m @ 1.86%

-250 mRL

1.86m @ 3.55%

2.08m @ 2.78%
2.07m @ 10.55 % 4.05m @ 4.15%
2.90m @ 5.46%
2.02m @ 5.14%

-750 mRL

7 500 mN

7 000 mN

7 250 mN

metres

Exploration target
Drillhole with significant intersection
Existing drillhole (m @ Pb+Zn%)

500

0

7 750 mN

Inferred Angas Resource
with Current Level Development

-500 mRL

Angas Mine – planned exploration drilling targets of likely extensions to mineralisation around the current Angas deposit.
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Exploration projects

Menninnie Dam JV

The project remains on care and maintenance pending
notification from the Manager (Minerals and Metals Group)
on the progress and outcome of the sale process
announced in October 2008.

Nonning and Kolendo

A short programme of targeted helicopter VTEM and
aeromagnetics was flown over both tenements during the
quarter. Preliminary review of the data is encouraging and
it is expected that detailed modelling combined with follow
up soil geochemistry will define attractive drilling targets.

Taringa

In early June 2010 Menninnie Metals Pty Ltd applied for an
exploration licence over a 988sq km area extending north
and east from the Kolendo and Nonning tenements. Field
observations and geophysical data on Nonning and Kolendo
indicate that the Taringa area is prospective for base metal
mineralisation and epithermal gold vein systems within and
beneath the Gawler Range Volcanics. Work by previous
explorers in this area has not tested the most prospective
localities.
Total expenditure incurred for all Australian exploration
activities during the quarter was $0.5 million taking the
year to date total to $1.1 million.

Location of Lbarkouk and Ait Dali in Oued Amizour project area.
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OUED AMIZOUR ZINC PROJECT
The Oued Amizour project is 100% owned by Western Mediterranean Zinc Spa (WMZ). WMZ is owned
by two Algerian state owned companies: Enterprise National des Produits Miniers Non-Ferreux et des
Substances Utiles Spa (ENOF) (32.5%), Office National de Recherche Géologique et Minière (ORGM) (2.5%)
and Terramin (65%). The project is operated as a joint venture between ENOF and Terramin under which
Terramin sole funds until the completion of the feasibility study. Terramin has spent over US$30 million
on the studies and drilling to define the deposit.
Terramin and WMZ are in the final stages of completing a Definitive Feasibility Study for the development
of a large new underground zinc mine on the Tala Hamza deposit located on the tenement. The mine will
have the capacity for annual production in the range of 250,000 tonnes to 400,000 tonnes of concentrate
(combined zinc and lead) depending upon the final mining rate in the range of 2Mtpa to 4Mtpa. The
tenement also contains several lead-zinc and other prospects with the possibility of more discoveries.
The most recent Tala Hamza Resource estimate (November 2009) gave a Measured and Indicated Resource
of 51.1 million tonnes at 6.1% Pb+Zn, within a global Measured, Indicated and Inferred Resource of 68.6 million
tonnes at 5.7% Pb+Zn.

Feasibility programme
The company provided the market with an update on the
progress of the DFS on 28 June 2010. Work during July
has continued to focus on the block cave mine design
and associated infrastructure. The key points from the
ASX Release were as follows:
• all onsite activities have been completed and design
work on the surface facilities and road access is well
advanced with draft drawings issued;
• mine planning, draw point spacing design, the material
handling report, ventilation study and block cave design
and scheduling are all nearing completion;
• the design of the tailings storage facility (TSF) has been
optimised following a comprehensive drilling program
and hydro-geological evaluation of the interfluves
surrounding the TSF;
• the hydro-geological and geotechnical drilling program
for the access ramps has been completed;
• a seismic study has evaluated all the major faults in
the Bejaia region of Algeria;
• a cadastral study has commenced under a local
surveyor and a large number of landowners have
already registered;
• additional metallurgical test work has been carried out
to ensure that the metallurgical characteristics of the
orebody are consistent across the entire deposit;
• our Algerian partners in the project have commenced
their project review process and will shortly be
appointing an independent consultant to assist them in
their own assessment of the DFS. The WMZ Board will
meet to approve the submission of the Mining Lease
Application once this review has been completed; and

Terramin and its partners, along with WMZ are working
co-operatively with the Algerian government on the project
given that Tala Hamza will be the first major modern mine
to be developed in Algeria. Terramin has welcomed the
involvement and contribution of the project’s various
stakeholders and envisages that the DFS remains on
schedule to be completed late in the third quarter.
Following the approval process for the DFS by Terramin,
our two partners ENOF and ORGM and the Board of WMZ,
a mining lease application will be lodged with the appropriate
authorities in Algeria. The approval process for the mining
lease is expected to take approximately five months.

Exploration
A regional exploration programme of the Oued Amizour
project area was progressed during the quarter. For full
details refer to the ASX release dated 22 July 2010 and titled
“Oued Amizour regional exploration delivers promising
results”. The map opposite, on page 6 of this report, shows
the location of recent work and ongoing activities.
Recent drilling on the Tala Hamza deposit intersected
higher grades than in the current project block model and
also shows the deposit is open to the south. For full details
see the ASX release dated 19 July 2010.

Expenditure
Expenditure on the Oued Amizour project over the June
quarter totalled $2.7 million. Most of the expenditure was
for the Tala Hamza DFS with the balance allocated to
exploration activity.

• positive discussions in regard to project finance have
continued with a number of institutions, including
a state-owned Algerian bank that is awaiting the
conclusion of the DFS and our partner’s review of
the DFS to advance its assessment of the project.
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corporate
Note Conversion

Hedging

As advised in the March quarterly report RBS Sempra Metals
& Concentrates LLC (Sempra) exercised its right to convert a
parcel of 5 million of a total 20.05 million outstanding US$1.00
five year unlisted convertible redeemable notes. Terramin
announced on 18 May that the Company had issued a total
of 7,533,220 shares at a price of $0.7506 per share to
Sempra for the conversion of the notes and satisfaction of
the outstanding interest on the notes. Sempra has reassured
Terramin of its long term commitment to the Company.

In line with Company policy a short dated US dollar hedging
programme was implemented early in the quarter in order
to mitigate foreign exchange risk on US dollar denominated
metal sales with fixed metal prices. At the end of the quarter
US dollar sold forward against the AUD totalled US$13.15
million at an average exchange rate of 0.9016.

Subsequent to the end of the June quarter J.P.Morgan
completed the purchase of Sempra from the Royal Bank
of Scotland. The entity that now owns the remaining 15.05
million US$1 unlisted convertible redeemable notes issued
by Terramin is J.P.Morgan Metals & Concentrates LLC.

Cash
As at 27 July 2010, the Company held cash totalling
$16.6 million.
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Capital Structure
at 29 July 2010
Shares on issue .................................................................166,071,897
Unlisted Options ..................................................................15,486,630
Unlisted convertible/redeemable notes . ................. US$25,050,000
and 2,263,529 notes at $2.21 per share conversion............$5,002,400

Kevin C Moriarty

Bob Jones
Bryan Davis
Xie Yaheng
Kate E McKeough
Mark Terry

Executive Chairman
BSc (Hons), PhD, MAusIMM
Director
BCom (Economics)
Director BCom, LLB (Hons), AICD, SIA
Director BBus, MCom, MGeoscience,
FCA, FAIM
Director BAppSc, Dip. Prim Met
Director BSc (Tech), FAusIMM, MAICD
Director
MSc, Senior Engineer
Joint Company Secretary
BA, BCom, LLB (Hons), GDLP
Joint Company Secretary BACC, CPA

The information in this report that relates to Exploration Results and Mineral Resources is based on information compiled by Mr Robert Singer. The information that relates
to Angas Ore Reserves is based on information compiled by Mr Andrew Robertson. Both are Members of The Australasian Institute of Mining and Metallurgy. Mr Singer is
Chief Geologist and a full time employee of Terramin Australia Limited. Mr Andrew Robertson was General Manager Operations of Terramin Australia Limited and a full time
employee at the time of the estimate.  Both 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 Exploration Results, Mineral Resources
or Ore Reserves’. Mr Singer and Mr Robertson 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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