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Çayeli 
 

 
 
Higher grades increase zinc production this quarter 
 
Mill throughput at Çayeli was strong this quarter, and in line with its annual 1.2 million tonne objective. In 
August 2011, we mined over 107,000 tonnes of ore, setting an all-time record, and have now mined more 
than 100,000 tonnes of ore per month for four consecutive months. This increase in performance is the 
result of improved mine planning processes, the implementation of a mine control system, and additional 
rehabilitation resources. 
 
Copper grades year to date are slightly lower than last year, but we expect higher grades in the last 
quarter this year and have not revised our view on average grades. Recoveries for both copper and zinc 
this year are lower than 2010 because of the difficulties associated with processing ore containing bornite 
minerals. Copper production was therefore slightly below 2010 and our expectations.  
 
Zinc grades this quarter were higher than the third quarter of 2010 because of variation in ore types. In 
conjunction with higher mill throughput, this resulted in significantly higher zinc production this quarter.    
 
Cost per tonne of ore milled year to date was higher than 2010 mainly because of higher royalty costs 
(pushed up by higher realized metals prices), additional ground support costs and increased costs for 
consumables. This change was, however, consistent with our expectations and the objective for the year. 
 
2011 outlook and revised objectives  
Production levels in 2011 should remain at approximately 1.2 million tonnes. We continue to expect copper 
grades to be 3.2 percent for the year but we have lowered our expected copper recoveries from 80 percent 
to 75 percent to recognize lower recoveries year to date. Therefore we have reduced our copper production 
objective by 2,500 tonnes to 28,400 tonnes. 
 
We have increased our zinc grade objective from 5.6 percent to 5.9 percent to reflect actual performance 
for the first nine months of the year and we have increased our zinc production objective by 2,300 tonnes 
to 48,000. 
  

 
three months ended September

30 
nine months ended September

30 
revised 

objective   
 2011 2010 change 2011 2010 change 2011 
Tonnes of ore milled (000’s) 312 275 +13% 880 859 +2% 1,200 
Tonnes of ore milled per day 3,400 3,000 +13% 3,200 3,100 +2% 3,300 
Grades (percent)  copper 3.1 3.4 -9% 3.1 3.2 -3% 3.2 
 zinc 6.5 6.2 +5% 6.2 6.3 -2% 5.9 
Mill recoveries (percent) copper 74 78 -5% 74 77 -4% 75 
 zinc 68 68 - 68 71 -4% 68 
Production (tonnes) copper 7,100 7,300 -3% 20,100 21,500 -7% 28,400 

 zinc 13,900 11,700 +19% 36,900 38,200 -3% 48,000 
Cost per tonne of ore milled (C$) $81 $81 - $81 $76 +7% $81 
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Financial review  
 
Lower copper and zinc prices reduced operating earnings this quarter 
 

(millions of Canadian dollars unless 
three months ended 

September 30 
nine months ended 

September 30 
revised 

objective 
otherwise stated) 2011 2010 2011 2010 2011 

Sales analysis      
Copper sales (tonnes) 8,100 8,400 20,600 21,500 28,400 
Zinc sales (tonnes) 14,500 9,600 40,100 38,500 48,000 
Gross copper sales $55 $69 $167 $161 $227 
Gross zinc sales 28 21 85 80 100 
Other metal sales 10 6 22 13 29 
Gross sales 93 96 274 254 356 
Smelter processing charges and freight (21) (19) (57) (58) (77) 
Net sales  $72 $77 $217 $196 $279 
Cost analysis      
Tonnes of ore milled (thousands) 312 275 880 859 1,200 
Direct production costs ($ per tonne) $81 $81 $81 $76 $81 
Direct production costs $25 $22 $71 $65 $97 
Change in inventory 3 1 3 - - 
Depreciation and other non-cash costs 7 6 19 19 25 
Operating costs $35 $29 $93 $84 $122 
Operating earnings  $37 $48 $124 $112 $157 
Operating cash flow $57 $21 $148 $74 $142 
 
The objective for 2011 uses the assumptions listed on page 14. 
 
The table below shows what contributed to the change in operating earnings and operating cash flow 
between 2011 and 2010. 
 

(millions) 
three months ended 

September 30 
nine months ended 

September 30 
Higher (lower) copper prices, denominated in Canadian dollars ($11) $13 
Higher (lower) zinc prices, denominated in Canadian dollars (4) 2 
Higher other metal prices, denominated in Canadian dollars 3 9 
Lower copper sales volumes (3) (9) 
Higher zinc sales volumes 5 - 
Higher production costs, including royalty (3) (6) 
Lower smelter processing charges and freight 3 4 
Other (1) (1) 
Higher (lower) operating earnings, compared to 2010 (11) 12
Change in tax expense because of change in taxable income (10) (16) 
Changes in working capital (see note 20 on page 75) 56 78 
Other 1 - 
Higher operating cash flow, compared to 2010 $36 $74
 
The change in working capital this quarter is mainly from lower accounts receivable. 
 
Capital spending  
 

 
2011 outlook for capital spending  
We expect to spend $15 million on capital in 2011 for underground development, ore pass rehabilitation, 
mobile equipment, a shotcrete delivery line extension, a new concrete batch plant and other 
improvements to the mill. 

 
three months ended September

30 
nine months ended September 30 revised 

objective 
(thousands) 2011 2010 change 2011 2010 change 2011 
Capital spending $1,900 $3,300 -42% $9,600 $8,200 +17% $15,000 


