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PUBLIC ANNOUNCEMENT 

 
 
HALF YEAR RESULTS ANNOUNCEMENT FOR 6 MONTHS ENDED 31 DECEMBER 2004 

 
 
Key Features 
 

 Profit after tax of $0.9 million for half year. 
 
 Improved zinc and lead production in second quarter forecast to continue through the second half of the year. 

 
 Commitment to Daisy-Milano Gold Project with first pour in March 2005. 

 
 Stronger ties established with Korea Zinc. 

 
 Encouraging regional exploration results at Broken Hill (5 metres @ 24.5% zinc). 

 
 
 

Operations 
 
 

Broken Hill 

During the half year, an operating strategy at the Broken Hill Operation to reduce dependency on the South Mine was 
adopted.  This strategy, together with the ongoing impact of the investment made in rehabilitation and improved maintenance 
undertaken over the past 24 months, resulted in an improved operating performance in the second quarter. 

Improvements were achieved in both underground and surface activities, with increased zinc and lead recoveries in the 
processing plant and above budget lead concentrate grades. 

The Broken Hill Operation profit of $1.4 million for the half year was impacted by the decline in production due to scheduling 
issues in the first quarter.  However the increased production in the second quarter is forecast to continue through the second 
half of the year and should result in a strong second half performance. 

Daisy-Milano 

In January the Board approved the exercise of the option to purchase the Daisy-Milano high grade gold project. 

During the half year, the decline development being undertaken by Perilya accessed the previously mined workings on 
several levels and reached the 11 level, the lowest level previously mined.   

A broadly spaced diamond drilling programme to define the ore body on the 12 level was completed during the half as suitable 
drill access became available.  Drilling confirmed the continuity of the high-grade gold structure, returning assay results 
consistent with previous underground sampling and deeper drilling. 

Gold production is scheduled to commence in the coming quarter. 

 

Exploration 

The focus of exploration activity for the half year was in the Broken Hill region, with encouraging results (best result 5 metres @ 
24.5% zinc) being returned from shallow RAB drilling. 

 
Korea Zinc 
 
Following the close of the half year, the Company reached an agreement with the Korea Zinc Group which will strengthen the 
association between the Company and the world’s largest zinc smelting and refining group. 

The Korea Zinc Group will become a shareholder in Perilya, holding 10.4% of the issued capital, and provide the Company with a 
A$20 million financial facility.  
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PUBLIC ANNOUNCEMENT 

 
Financials 
 
Perilya’s profit result of $0.9 million for the half year was impacted by reduced production at the Broken Hill Operation in the first 
quarter and an abnormally high concentrate stockpile at 31 December 2004 brought about by changes in the shipping schedule. 

Unit cash operating costs at the Broken Hill Operation averaged US$0.40/lb of payable zinc in the half year, down 7% from the 
previous half year. 

The agreement reached with Korea Zinc Group will result in the cancellation of the Convertible Notes, the issue of 19.2 million 
Perilya shares and the availability of a A$20 million finance facility all of which will reduce Perilya’s borrowings to hire purchase 
arrangements for underground mobile equipment and provide the Company with improved financial flexibility. 

 
 

Outlook 
 
The improved performance at Broken Hill in the second quarter continued in January and is forecast to continue for the remainder 
of the year. 

With the commencement of mining at Daisy-Milano providing a second cash flow stream and with further improvements in the 
operating performance at Broken Hill, a strong second half is expected. 

 
 
 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
For additional information please contact: 
 

Tim Clifton 
MANAGING DIRECTOR 

perilya@wt.com.au 
(61 8) 9423 1700 

 

Alan Knights 
CHIEF FINANCIAL OFFICER 

alank@perilya.com.au 
(61 8) 9423 1716 

John Traicos 
COMPANY SECRETARY 

johnt@perilya.com.au 
(61 8) 9423 1703 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 

Perilya Limited – ABN 85 009 193 695 
 
Six months ended 31 December 2004 (“current period”) 
(“previous corresponding period” – Six months ended 31 December 2003) 
 
Results for announcement to the market 
 
                   Six months to

 

31 Dec 2004
$’000

Revenue from ordinary activities down 4% 84,476

Profit from ordinary activities after tax attributable to members down 88% to 888

Net profit for the period attributable to members down 88% to 888

 

 

Dividends 
 

No dividends were paid or declared by Perilya Limited in the current period or during the period since balance date. 
 
 
 
 
Explanation of revenue 
 

Revenue from operating activities, principally the Broken Hill Operations, increased by 9.8% to $82.4 million compared to the previous 
corresponding period.  Realised zinc and lead prices in the current period outweighed the lower production of zinc and lead 
concentrates compared to the corresponding previous period.  Revenue from outside operating activities reduced from $13.3 million to 
$2.1 million.  The previous corresponding period included $10.5 million from the sale of investments compared to $0.3 million in the 
current period.  
 
 
 
 
Explanation of profit 
 

Profit from ordinary activities after tax attributable to members in the current period was $0.9 million compared to a profit of $7.6 million 
in the previous corresponding period.  The Broken Hill Operation made a profit of $1.4 million compared to a loss of $2.0 million in the 
previous corresponding period.  Profit from the sale of investments was down from $7.2 million to $0.3 million. 

 
 

 

Audit Review 
 
This interim financial report is based on accounts which have been reviewed by PricewaterhouseCoopers.   
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

Directors’ Report 
 
The Directors of Perilya Limited present their report on the consolidated entity consisting of Perilya Limited and the entities controlled 
during or at the end of the six months to 31 December 2004. 

 
Directors 
 
The following persons were Directors of the Company during the half-year and up to the date of this report: 
 
Timothy M. Clifton  Managing Director 
Peter Harley  Non-Executive Director  
Phillip C. Lockyer  Chairman and Non-Executive Director 
Colin A. McIntyre  Non-Executive Director 
Guy A. Travis  Non-Executive Director 
 

Review of Operations and comments by Directors 
 
Broken Hill Operation 
 
The Broken Hill Operation made a profit of $1.4 million for the half year. The result was impacted by the decline in production due to 
scheduling issues in the first quarter associated with a significant seismic event. The rescheduling caused a reduction in both tonnes 
and grade available for mining. The Operation came back on track during the second quarter with improvements in both tonnes and 
grade which are forecast to continue through the second half of the year.  
 
During the half year the production from the South Mine was progressively reduced from a planned 180,000 to 200,000 tonnes per 
month to 150,000 tonnes per month, whilst phasing in production of higher grade ore from the North Mine. During the second half of the 
year North Mine ore production will increase from the current level of around 8,000 tonnes per month to 20,000 tonnes per month. This 
strategy of lower production from the South Mine is having the dual effect of reducing exposure to unplanned disruption at the South 
Mine and, by lowering production pressure, enabling a greater emphasis to be applied to mining quality, which is leading to improved 
head grades.  
 
The unit cash operating costs at Broken Hill, which averaged US$0.40/lb of payable zinc in the half of the year, were lower than the 
previous half year.  A reduction in operating costs and increased zinc production offset higher shipping costs, higher treatment costs 
associated with the higher US$ zinc price and the strengthening of the Australian dollar. The spot zinc price averaged US$0.47/lb for the 
half year.  

 
Daisy-Milano Gold Project 
 
The evaluation of the Daisy-Milano gold project progressed as planned during the half year, with the decline development accessing the 
11 level, the deepest previous working level. Underground drilling undertaken during the half year confirmed the continuity of the high-
grade gold structure. In January 2005 the Perilya Board approved the exercise of the option to purchase the Daisy-Milano project with 
effect from 31 January 2005. The first gold pour is scheduled for March 2005.  
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

Dividend  
 
No dividend has been declared for the six months to 31 December 2004. 
 
 
Cash flow 
 
The cash flow from operating activities was impacted by an abnormal build up of zinc and lead concentrate inventory as at 31 December 
2004, valued at $7.2 million, and the early payment of creditors, amounting to $6.8 million, which would normally be paid in January. The 
actual cash flow from operating activities was -$0.6 million. After adjusting for working capital changes, the normalised cash flow from 
operating activities would have been approximately $9 million.  
 
The cash outflows from investing activities included $10.7 million on mine development and plant and equipment at Broken Hill, $6.1 
million on the evaluation and development at Daisy-Milano and $3.4 million, excluding Daisy-Milano, on exploration and evaluation. 
Production linked payments associated with the purchase of the Broken Hill Operation amounted to $3.2 million for the half year. 
 
 
Liquidity and funding 
 
Cash and short term deposits at 31 December 2004 totaled $13.4 million. After adjusting for the abnormal build up of zinc and lead 
concentrate inventory and the early payment of creditors, cash and deposits on a normalised basis would have totaled approximately 
$27.4 million. Borrowings made up of fully redeemable convertible notes and hire purchase contracts totalled $31.0 million at 31 
December 2004.  

 
The hire purchase contracts totaling $11.8 million at 31 December 2004, with repayment periods extending to July 2008, have been 
used to acquire underground mobile equipment for the Broken Hill Operations.  
 
Subsequent to 31 December 2004, agreement has been reached with the Korea Zinc Group to cancel the US$15 million (A$19.3 million 
at 31 December 2004) Convertible Notes, issue 19,198,750 million fully paid ordinary Perilya Limited shares and make available a A$20 
million financial facility. 
 
During the half year 50,000 options were exercised at an average issue price of $0.26 per share increasing contributed equity by 
$13,000. 
 
Rounding of amounts 
 
The Company is of a kind referred to in Australian Securities and Investment Commission Class Order 98/0100.  Amounts shown in the 
Directors’ Report and the financial report have been rounded off to the nearest thousand dollars except where otherwise required, in 
accordance with that Class Order. 
 
 
This report is made in accordance with a resolution of the Directors. 
 
 
 
 
 
 
 
Timothy M. Clifton 
Managing Director 
 
21 February 2005 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Consolidated statement of financial performance 
 

 
           6 months to  
 Notes 31 Dec 2004 31 Dec 2003 

 
 $'000 $'000

 

Revenue from operating activities 2  82,362   75,029  
Revenue from outside operating activities 2  2,114   13,277  

Revenue from ordinary activities (excluding share of equity accounted  
net profits of associates) 

2  84,476   88,306 
 

 
Movements in stockpiles   5,798   4,367  
Raw materials, power and consumables   (25,938)   (24,832)  
Employee benefits expensed   (21,532)   (19,409)  
Depreciation and amortisation   (9,449)   (9,468)  
External services and consultants   (8,093)   (11,117)  
Insurance expense   (2,390)   (2,208)  
Rates and property taxes   (1,352)   (1,110)  
Rental expense on operating leases   (78)   (69)  
Royalties   (2,414)   (1,875)  
Foreign exchange loss   (1,256)   (1,472)  
Freight and handling   (10,803)   (10,633)  
Price linked payments   (1,632)   (133)  
Exploration written off    (222)   (166)  
Written down value of investments disposed of   (25)   (3,260)  
Written down value of property, plant and equipment disposed of   -   (1,808)  
Written down value of exploration tenements net of associated rehabilitation
provision disposed of   -   (333)  
Other expenses from ordinary activities   (4,899)   (556)  
Borrowing costs 4  1,069   1,623  
Shares of net profits /(losses) of associates accounted for using the equity
method   (64)   2,057  

Profit /(loss) from ordinary activities before related income tax expense   1,196   7,904  

Income tax expense 3  (308)   (286)  

Profit /(loss) from ordinary activities after related income tax expense 
 

 888   7,618 
 

Net profit /(loss) attributable to members of  Perilya Limited    888   7,618 
 

Total changes in equity attributable to members of  Perilya Limited other
than those resulting from transactions with owners as owners   888   7,618  

Basic earnings per share 11 

Cents

 0.5  

Cents

 4.8  

Diluted earnings per share 11  0.5   4.6  
 

 
 

 
 
 
 
 
The above consolidated statement of financial performance should be read in conjunction with the accompanying notes. 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Consolidated statement of financial position 
 
 

              As at 
 Notes 31 Dec 2004 30 Jun 2004 
  $'000 $'000 

Current assets    
Cash assets 5  5,081   31,111  
Receivables   10,259   8,493  
Inventories   17,044   11,106  
Other financial assets   1,834   1,857  
Other   4,848   5,614  

 
Total current assets   39,066   58,181  

Non-current assets    
Restricted cash 5  9,567   9,584  
Receivables   1,607   1,370  
Investments accounted for using the equity method 6  21   4,999  
Other financial assets   6,226   1,314  
Exploration and evaluation expenditure 
Mine properties 
Property, plant and equipment 

 
 
 

 36,533  
 40,413  
 53,248  

 27,216  
 38,599  
 52,139  

 
Total non-current assets   147,615   135,221  

Total assets   186,681   193,402  

Current liabilities    
Payables   16,674   19,919  
Interest bearing liabilities   24,366   26,260  
Current tax liabilities   -   307  
Provisions   11,645   11,260  

 
Total current liabilities   52,685   57,746  

Non-current liabilities    
Interest bearing liabilities   7,960   9,029  
Deferred tax liabilities   4,483   4,099  
Provisions   21,828   23,704  

Total non-current liabilities   34,271   36,832  

Total liabilities   86,956   94,578  

Net assets   99,725   98,824  

Equity    
Contributed equity 13  78,057   78,044  
Retained profits   21,668   20,780  

Total equity   99,725   98,824  
 
 
 
 
 
 

 

 

 

 

The above consolidated statement of financial position should be read in conjunction with the accompanying notes. 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 

Consolidated statement of cash flows 
 

  
         Six months to 
 Notes 31 Dec 2004 31 Dec 2003
  $'000 $'000

Cash flows from operating activities    
Cash receipts in the course of operations (inclusive of goods and  
services tax)   90,024   80,111 
Cash payments in the course of operations (inclusive of goods  
and services tax)   (90,017)   (80,192) 
Interest received   841   587 
Interest and other finance costs paid   (1,182)   (769) 
Income taxes paid   (314)   (119) 
 
Net cash inflow (outflow) from operating activities   (648)   (382) 

Cash flows from investing activities    
Payment for  purchase of equity investments   -   (964) 
Proceeds from sale of equity investments   298   10,453 
Funds advanced to external parties   (237)   (1,030) 
Payments for mine properties    (6,076)   (5,537) 
Payments for deferred stamp duty   (779)   (743) 
Payments for production linked payment   (3,185)   (3,556) 
Payments for property plant and equipment   (5,158)   (2,514) 
Payments for exploration and evaluation   (9,493)   (3,855) 
Proceeds from Fortnum option   -   750 
Proceeds of repayment of staff advances   -   299 
Proceeds from sale of plant and equipment   -   296 
Movement in monetary backing for performance guarantees   17   (955) 
 
Net cash inflow/(outflow) from investing activities   (24,613)   (7,356) 

Cash flows from financing activities    
    
Proceeds of funds from issues of shares   13   866 
Repayment of hire purchase liability   (2,068)   (788) 
 
Net cash inflow/(outflow) from financing activities   (2,055)   78 

Net (decrease)/increase in cash held   (27,316)   (7,660) 
Cash at the beginning of the period   31,111   26,126 
Cash at the end of the reporting period 5  3,795   18,466 

 
    

 

Refer to note 5 for information on cash and deposits held by the Company. 

Refer to note 10 for information on non-cash financing and investing activities. 
 
  
 
 

 
 
 
 
 
 
 
 
The above consolidated statement of cash flow should be read in conjunction with the accompanying notes. 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 

Notes to and forming part of the consolidated financial statements 
 

Note 1 :    Basis of financial report preparation 
 

This general purpose financial report for the interim half-year reporting period ended 31 December 2004 has been 
prepared in accordance with the Australian Stock Exchange Listing Rules as they relate to Appendix 4D and in 
accordance with Accounting Standard AASB 1029 Interim Financial Reporting, other mandatory professional reporting 
requirements (Urgent Issues Group Consensus Views), other authoritative pronouncements of the Australian Accounting 
Standards Board and the Corporations Act 2001. 

This interim report does not include all the notes of the type normally included in an annual financial report. Accordingly, 
this report is to be read in conjunction with the annual report for the year ended 30 June 2004 and any public 
announcements made by Perilya Limited during the interim reporting period in accordance with the continuous disclosure 
requirements of the Corporations Act 2001. 

The accounting policies adopted are consistent with those of the previous financial year and corresponding interim 
reporting period. 

As at 31 December 2004 the consolidated entity’s current liabilities exceeded its current assets by $13.6 million as a result 
of the US$15 million Convertible Notes issued to the Korea Zinc Group maturing on 31 May 2005.  On 17 February 2005, 
an agreement was reached with the Korea Zinc Group to issue 19,198,750 million fully paid ordinary Perilya Limited 
shares and cancel the Convertible Note (refer to Note 18 : Events occurring after reporting date).  The conversion will 
result in the current assets exceeding current liabilities. 
 

 
Note 2 :    Revenue 
 

Profit from ordinary activities includes the following revenues, disclosure of which is relevant in explaining the financial 
performance of Perilya. 
 
 

            Six months to 
 31 Dec 2004 31 Dec 2003  
 $'000 $'000  

Revenue from operating activities  
Sale of goods  82,362  75,029  

 

Revenue from outside the operating activities  
Interest revenue  841  587  
Other revenue    975  441  
Proceeds from sale of property, plant and equipment  -  1,296  
Proceeds from sale of investments  298  10,453  
Proceeds from sale of exploration prospect   -  500  
  2,114  13,277  

Revenue from ordinary activities (excluding share of equity accounted net  
profits of associates)  84,476  88,306 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 

Note 3 :    Income tax 
 
The income tax expense for the six months to 31 December 2004 differs from the amount calculated on the profit from 
ordinary activities before income tax. The differences are reconciled as follows: 
 
 

 Six months to 
 31 Dec 2004 31 Dec 2003
 $'000 $'000

 

Profit from ordinary activities before income tax expense  1,196  7,904 

Income tax calculated @ 30%   359  2,371 

Tax effect of permanent differences 
Non-deductible expenses  5  241 
Share of net losses /(profits) of associates  19  (617) 
Capital losses utilised  -  (939) 
Taxable capital gains on sale of investments  -  361 
Tax gain on sale of assets  -  - 
Tax benefit not recognised  1  2 

Income tax adjusted for permanent differences  384  1,419 

Tax benefit upon entering into tax consolidation regime  -  (1,133) 
Under (over) provision in prior year  (76)  - 
Aggregate income tax expense / (benefit)  308  286 

 

Aggregate income tax expense comprises: 
Deferred income tax provision  384  286 
Under (over) provision in prior year  (76)  - 

  308  286 
 

 

Tax consolidation legislation  
 
Perilya Limited and its wholly-owned Australian controlled entities implemented the tax consolidation legislation 
retrospectively as of 18 October 2002. The financial effect of the implementation of the legislation has been recognised in 
the financial report for the period ending 31 December 2003.  The accounting policy on implementation of the legislation is 
set out in the annual financial report for the year ending June 2004 .  The impact on the income tax expense for the year is 
disclosed in the tax reconciliation above. 
 
The wholly-owned entities have fully compensated Perilya Limited for deferred tax liabilities assumed by Perilya Limited on 
the date of the implementation of the legislation and have been fully compensated for any deferred tax assets transferred 
to Perilya Limited. 
 
The entities have also entered into a tax sharing and funding agreement.  Under the terms of this agreement, the 
wholly-owned entities reimburse Perilya Limited for any current income tax payable by Perilya Limited arising in respect of 
their activities.  The reimbursements are payable at the same time as the associated income tax liability falls due and have 
therefore been recognised within the aggregate intercompany balance due to/payable by Perilya Limited. In the opinion of 
the directors, the tax sharing agreement is also a valid agreement under the tax consolidation legislation and limits the 
joint and several liability of the wholly-owned entities in the case of a default by Perilya Limited. 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Note 4 :    Borrowing costs 
 

Profit from ordinary activities before income tax include borrowing costs made up as follows: 
 

              Six months to 
 31 Dec 2004 31 Dec 2003
 $'000 $'000

Unwinding of discount on production linked payments  115  133 
Exchange (gains)/losses on foreign currency borrowings  (2,251)  (2,277) 
Interest and finance charges paid/payable  1,067  521 

Borrowing costs   (1,069)  (1,623) 
 
 
 
 
 

Note 5 :    Current assets - Cash assets 
 

           As at 
 31 Dec 2004 30 Jun 2004 
 $'000 $'000 

Cash at bank and on hand  -  12,109  
Cash on deposit  5,081  19,002  

Cash assets  5,081  31,111  

Cash assets and other deposits 

Cash assets  5,081  31,111  
Less: Bank overdraft   (1,286)  -  
Net cash assets as reported in Statement of cash flow 3,795 31,111  
  
Add: Restricted cash   9,567  9,584  

Total of Cash assets plus Restricted cash  13,362  40,695  
 

 
Restricted cash comprises deposits and commercial bills that are used for monetary backing for performance guarantees. 
 
Cash assets plus Restricted cash includes deposits and commercial bills which bear both fixed and floating interest rates 
ranging from 4.4% p.a to 5.4% p.a (2003: 4.9% p.a to 5.8% p.a). 

 

 

Note 6 :  Non-current assets – Investments accounted for using the equity method 
 
    As at 
 31 Dec 2004 30 Jun 2004
 $'000 $'000

Shares in associates (notes 7)  21  4,999 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Note 7 :    Investments in associates 

 
Information relating to the associates is set out below. These shareholdings are treated as investments in associates and 
are accounted for in the consolidated financial statements using the equity method of accounting. 

Name of company Principal activity 
Ownership 

interest    Carrying Amount
  

 31 Dec
2004

30 Jun
2004

31 Dec
 2004

30 Jun
2004

  % % $'000 $'000

Southstar Diamonds Ltd   Explorer  50  50  21  69 
Strike Oil Limited   Oil and gas explorer  -  36  -  4,930 
     21  4,999 

 
 

On 5 August 2004 Strike Oil Limited listed on the Australian Stock Exchange and raised new equity through an initial 
public offer (“IPO”).  Prior to the listing and IPO, Perilya held a 36% shareholding in Strike Oil Limited, had two members 
on the board of directors and held a contract which prohibited Strike Oil Limited from undertaking certain events without 
Perilya’s approval.  Subsequent to the listing and IPO, Perilya’s equity holding in Strike Oil Limited has reduced to 20.6%, 
the contractual obligations have been eliminated and Perilya has only one member on the board of directors.  As Perilya 
no longer has significant influence in the company’s operational and financial policies, Perilya has ceased equity 
accounting its interest in Strike Oil Limited.  The holding in Strike Oil Limited is now reflected in Non-current other financial 
assets. 

Southstar Diamonds Limited and Strike Oil Limited were non-listed investments as at 30 June 2004.   
 
 31 Dec 2004 31 Dec 2003
 $'000 $'000

Movements in carrying amounts of investments in associates 
 
Carrying amount at the beginning of the reporting period  4,999  13,923 
Share of profits /(losses) from ordinary activities after income tax  (64)  2,084 
Share of preference dividends  -  (27) 
Cost of investments purchased during the year  -  712 
Disposal of equity accounted investments  -  (2,993) 
Transfer of Strike Oil Ltd no longer equity accounted  (4,914)  - 
Carrying value of investment transferred to listed investment  -  (4,163) 
Carrying amount at the end of the financial year  21  9,536 

Results attributable to associates 
 
Profits / (losses) from ordinary activities before income tax  (64)  3,897 
Profits / (losses)  from ordinary activities after income tax  (64)  3,897 
Share of preference dividends  -  55 
  (64)  3,842 
Retained profits / (losses) attributable to associates at the beginning of the 
financial period  2,057  (2,965) 
Retained profits / (losses) attributable to associates at the end of the financial 
period  1,993  877 

Share of associates' contingent liabilities 
 
Exploration commitments  -  2,880 

Summary of the performance and financial position of associates 
 
Profit / (Loss) from ordinary activities after income tax expense  (140)  12,397 

Assets  48  9,833 
Liabilities  (215)  (458) 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Note 8 :    Contingent Liabilities and Contingent Assets 
 

There were no contingent liabilities assets or liabilities which were not provided for in the financial statements of the 
economic entity and the Company as at 31 December 2004 other than: 
 
 
Officers' Indemnity 
 
An indemnity agreement has been entered into with Directors and certain Officers of the economic entity in respect of 
claims and related expenses that arise in their official capacity.  No monetary limit applies to the agreement and no known 
obligations have emerged as a result of this agreement. 
 
 
Price Linked Payments 
 
In accordance with the Sale and Purchase Deed between Perilya Limited, Perilya Broken Hill Limited and Pasminco 
Limited, price participation royalty payments are payable to the Administrators of Pasminco if the zinc price exceeds 
US$950 per tonne.  These potential royalty payments cease 7.5 years after 31 May 2002 or the payment of A$30 million, 
whichever occurs first. Payments made in the half year ended 31 December 2004 total A$1.2 million.  At 31 December 
2004, amounts paid and payable total A$3.5 million.  The price of zinc was US$1,270 per tonne at 31 December 2004.  
Potential payments pursuant to this arrangement cannot be reliably measured and have not been recognised in the 
Statement of Financial Position. 
 
 
Broken Hill Coronial Inquest 
 
A coronial inquest into the death of an employee, who died in November 2002 as a result of an underground incident at 
the Broken Hill Mine, commenced on the 11 October 2004.  Costs in respect of the inquest hearing incurred to 31 
December 2004, amounted to approximately $346,000.  Additional costs, if any, cannot be reliably determined at this 
stage. 
 
 
Fortnum Sale Proceeds 
 
As part payment for the Fortnum Gold Project, Perilya will receive $500,000 upon commencement of production by 
Gleneagle Gold Limited at the Fortnum mine and after the first 50,000 ounces of production a royalty at the rate of $10 per 
ounce, up to a maximum amount of $2 million. These amounts have not been recognised in the financial statements. 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Note 9 :    Interests in joint ventures 

Joint venture operation 
 
The economic entity's aggregate interests in the assets and liabilities of each of these joint ventures is reflected in the 
following asset and liability categories in the financial statements. 

                As at 
 31 Dec 2004 30 Jun 2004
 $'000 $'000

Current assets   
Receivables  33  26 
Other  -  1 
Total current assets  33  27 

Non-current assets 
Exploration and evaluation  12,559  8,878 
Property, plant and equipment  67  74 
Total non-current assets  12,626  8,952 

Total assets  12,659  8,979 
 
 
Companies within the economic entity are participants in the following joint ventures as at 31 December 2004.  The 
percentage interests may vary depending on the monies expended by the joint venturers.  The economic entity's 
percentage interests in future output if all the ventures fulfil their obligations to the joint ventures are as follows: 
 
 
Joint venture 
 

Location 
 

Principal activity 
 

% holding  
31 Dec 2004 

% holding
30 Jun 2004

Dee Range QLD Gold and base metal exploration  90  30
Ulam Range QLD Gold and base metal exploration  90  30
Olympic Dam QLD Geothermal Energy  50  -
Malaysia Wide Malaysia Gold and base metal exploration  50  50
Ranau Malaysia Gold and base metal exploration  50  50
Beltana Corridor SA Base metal exploration  85  85
Aroona SA Base metal exploration  90  90
Blinman (Minotaur) SA Base metal exploration  80  80
Mt Frome SA Base metal exploration  90  90
Reephook SA Base metal exploration  85  85
Greenshire NSW Base metal exploration  90  -
Coultra NSW Base metal exploration  80  -
Kanowna WA Gold exploration  30  30
Kalbarra WA Gold exploration  27  27
Holleton WA Gold exploration  90  90
Honeymoon Well WA Gold exploration  70  70
South Mt Woods SA Gold and copper exploration  50  50
Yancowinna NSW Base metal exploration  100  89
 
 
 



 

Page 16 
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Note 10 :  Non-cash financing and investing activities  

 

               Six months to 
 31 Dec 2004 31 Dec 2003
 $'000 $'000

Shares acquired in Gleneagle Gold Ltd as part consideration for disposal  
of Fortnum mine assets  -  1,000 

Acquisition of plant and equipment on hire purchase  1,139  2,810 
 

 
 

Note 11 :  Earnings per share 

             Six months to 

 
31 Dec 2004 31 Dec 2003

Basic earnings – cents per share  0.5  4.8 
Diluted earnings – cents per share  0.5  4.6 
 
 
Weighted average number of ordinary shares used as the denominator in 
calculating basic earnings per share and alternative basic earnings per share  164,024,952  160,259,544 

Weighted average number of ordinary shares and potential ordinary shares used as 
the denominator in calculating diluted earnings per share and alternative diluted 
earnings per share  165,391,767  164,528,980 

Net profit used in calculation of basic and diluted earnings per share  888  7,618 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Note 12 :  Segment information 
 

The consolidated entity is organised on a global basis into the following divisions by product and service type: Base 
metals mining, which incorporates the Broken Hill Operation; Gold mining which incorporates the Fortnum Operation 
which was sold during the six month period ending 31 December 2003; Exploration for gold and base metals; and 
Investment and Administration of the corporate office. 
 
 
 

Base metals
mining Gold mining Exploration

Investment &
Administration Consolidated

Six months to 31 December 2004 
$'000 $'000 $'000 $'000 $'000

Operating Revenue: 
Total sales revenue  82,362  -  -  -  82,362 
Other income  -  -  -  -  - 
Total sales revenue                82,362  -  -  -               82,362
Other revenue                  770  -  -  1,344   2,114 
Total segment revenue  83,132  -  -  1,344  84,476 

Segment result   1,417  - (222) 65 1,260 
Share of net profits of associates  -  -  -    (64)  (64) 
Profit from ordinary activities before 
income tax expense  1,196 
Income tax expense  (308) 
Net profit attributable to members 
of the parent entity  888 

 

Primary reporting - business segments  

Base metals
mining Gold mining Exploration

Investment &
Administration Consolidated

Six months to 31 December 2003 
$'000 $'000 $'000 $'000 $'000

Total sales revenue  74,779  -  -  250  75,029 
Other revenue  438  1,750  -  11,089  13,277 
Total segment revenue  75,217  1,750  -  11,339  88,306 

Segment result  (2,028)  516  (166)  7,525  5,847 
Share of net profits of associates  -  -  -  2,057  2,057 
Profit from ordinary activities before 
income tax expense  7,904 
Income tax expense  (286) 
Net profit attributable to members 
of the parent entity  7,618 
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INTERIM FINANCIAL REPORT for six months ended 31 DEC 2004  

 
Note 13 :  Contributed equity 
 

Movements in ordinary share capital 

Details Notes
Number of

shares
Average 

issue price $'000

Opening balance of issued and fully paid
ordinary shares at 1 Jan 2003   159,385,332  76,202
  
Options exercised    2,070,000 $0.42  865
 
Closing balance of issued and fully paid ordinary
shares at 31 Dec 2003   161,455,332  77,067

Options exercised in 6 months ended 30 Jun 2004   2,565,000 $0.38  977
 
Options exercised in 6 months ended 31 Dec 2004   50,000 $0.26  13
 
Closing balance of issued and fully paid 
ordinary shares at 31 Dec 2004   164,070,332  78,057

 
 

Note 14 :  Options issued 
 

During the current reporting period Perilya issued 2,950,000 options under the Perilya Employee Share Option Plan. 

Options over Perilya Limited ordinary shares issued and outstanding under the Perilya Employee Share Option Plans at 
the date of this report are: 

Expiry Date Exercise Price 

 

 

 

 Number

30 June 2005 $0.45    2,300,000

31 December 2005 $0.30    100,000

16 October 2006 $1.00    300,000

16 November 2006 $0.45    2,000,000

19 November 2006 $0.45    195,000

31 December 2006 $0.70    600,000

14 January 2007 $1.40    100,000

31 August 2007 $0.80    700,000

21 May 2009 $0.97    900,000

09 August 2009 $1.00/$1.20/$1.40    2,100,000

20 August 2009 $0.88    850,000

     10,145,000
 
Employee Share Scheme 
 

The above options are exercisable at various vesting dates from the date of allotment to three years from the date of 
allotment at the exercise price. If a request to exercise options has not been made to the Company by the expiry date then 
the options will, subject to the terms of the plan and the election of the individuals, be exercised or lapse. 
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Note 15 :  Net tangible assets per share 
 

              As at 
 31 Dec 2004 31 Dec 2003
 $ $

 

Net tangible assets per share  0.61  0.57 
 
 
 
Note 16 :  Control gained over entities acquired 
 

During the periods ended 31 December 2004 and 31 December 2003 there were no legal entities that were acquired or 
disposed of which had a material effect on the Company. 

  

 
Note 17 :  International Financial Reporting Standards 
 

Entities complying with Australian equivalents to IFRS for the first time will be required to restate their comparative 
financial statements to amounts reflecting the application of IFRS to that comparative period.  Most adjustments required 
on transition to IFRS will be made, retrospectively, against opening retained earnings as at 1 July 2004. Perilya has 
established a project team to manage the transition to Australian equivalents to IFRS, including training of staff and 
system and internal control changes necessary to gather all the required financial information.  The project team is chaired 
by the Group Financial Controller and reports to the audit committee on progress.  The project team has prepared a 
detailed timetable for managing the transition and is currently on schedule.   

The project team is in the process of quantifying the changes to the financial statements as a result of adopting the 
Australian Equivalents of the IFRS and expects to be in a position to report on these changes at 30 June 2005. 
 

Income tax 

Under the Australian equivalent to IAS 12 Income Taxes, deferred tax balances are determined using the balance 
sheet method which calculates temporary differences based on the carrying amounts of an entity's assets and 
liabilities in the statement of financial position and their associated tax bases.  In addition, current and deferred 
taxes attributable to amounts recognised directly in equity are also recognised directly in equity. 

This will result in a change to the current accounting policy, under which deferred tax balances are determined 
using the income statement method, items are only tax-effected if they are included in the determination of pre-tax 
accounting profit or loss and/or taxable income or loss and current and deferred taxes cannot be recognised directly 
in equity. 

 

Provisions, Contingent Liabilities and Contingent Assets 

Under the Australian equivalent to IFRS 37 Provisions, Contingent Liabilities and Contingent Assets, the mining 
restoration and rehabilitation provision will be required to be discounted to present value. 
 
This will result in a change to the current accounting policy which recognises the provision gradually over the life of 
the mine. 
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Equity-based compensation benefits 

Under the Australian equivalent to IFRS 2 Share-based Payment, equity-based compensation to employees will be 
recognised as an expense in respect of the services received. 

This will result in a change to the current accounting policy, under which no expense is recognised for equity-based 
compensation. 

 

Financial instruments 

Under the Australian equivalent to IAS 39 Financial Instruments: Recognition and Measurement there may be 
impacts as a result of: 

 financial assets held by the company being subject to classification as either held for trading, held-to-maturity, 
available for sale or loans and receivables and, depending upon classification, measured at fair value or 
amortised cost. 

 The most likely accounting change is that investments in equity securities will be classified as available for 
sale and measured at fair value, with changes in fair value recognised directly in equity until the underlying 
asset is sold. 

 

Impairment 

Under the Australian equivalent to IAS 36 “Impairment of Assets”, there may be impacts as a result of the future 
cash flows of non current assets being discounted to reflect the time value of money and the risks specific to the non 
current asset, which will result in a change of accounting policy. 

 

Capitalisation of Exploration and Evaluation Costs 

In accordance with the Australian Accounting Standard AASB 1022 “Accounting for the Extractive Industries”, the 
Company currently uses the “areas of interest” principles for the capitalisation of exploration and evaluation costs.  
The AASB has recently released AASB 6 Exploration for and Evaluation of Mineral Resources which is not expected 
to cause significant changes to the Company’s accounting for capitalised exploration and evaluation expenditure.  
AASB 6 continues to allow an area of interest approach to impairment and the standard effectively permits the 
grandfathering of existing accounting treatments of exploration and evaluation expenditure.  Impairment tests of 
exploration and evaluation assets will be required once technical feasibility and commercial viability is determinable. 

 

The above should not be regarded as a complete list of changes in accounting policies that will result from the transition to 
Australian equivalents to IFRS, as not all standards have been analysed as yet, and some decisions have not yet been 
made where choices of accounting policies are available.  For these reasons it is not yet possible to quantify the impact of 
the transition to IFRS on the consolidated entity's financial position and reported results. 
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Note 18 :  Events occurring after reporting date 

Daisy-Milano Gold Project 

Perilya Daisy-Milano Pty Ltd, a wholly owned subsidiary of Perilya Limited, exercised its option to purchase the 
Daisy-Milano Gold Mine and tenements from the Ridgeview Group of Companies on 31 January 2005.  Perilya 
Daisy-Milano Pty Ltd will pay a sum of $3.2 million in two instalments. The first instalment, comprising a cash payment of 
$800,000 and the issue of 828,157 Perilya Limited shares, was made on 31 January 2005. The second instalment will be 
paid prior to 30 June 2005.  The $3.2 million comprises an option exercise price, less the settlement of the $1.6 million 
advance made by Perilya Limited to the Ridgeview Group of Companies.  Up to a further $10 million is payable over a 
number of years through a combination of cash flow and production linked payments.  The effects of this transaction have 
not been reflected in the financial statements as at 31 December 2004. 

 

Korea Zinc Convertible Note 

Agreement was reached on 17 February 2002 with Korea Zinc Company and Young Poong Corporation Limited (“the 
Korea Zinc Group”) for the cancellation of the US$15 million Convertible Note, the issue of 19,198,750 million fully paid 
ordinary Perilya Limited shares, and the availability of a A$20 million finance facility.  Upon the issue of the shares, the 
Korea Zinc Group will hold 10.42% of the capital in Perilya Limited.  Subject to Perilya having the right to sell part of the 
zinc concentrate production, and the bulk of the lead concentrate production, the Korea Zinc Group will have the right to 
acquire all of the zinc and lead concentrate produced at the Broken Hill Operations on terms benchmarked to industry 
terms and negotiated annually on a spot and frame basis. 

 

 

Directors’ Declaration 
 

In the Directors’ opinion: 

a) the financial statements and notes set out on pages 4 to 21 are in accordance with the Corporations Act 2001, including: 

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional 
reporting requirements; and 

(ii) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2004 and of its 
performance, as represented by the results of its operations and its cash flows, for the half year ended on that date; 
and 

 

b) there are reasonable grounds to believe that will be able to pay its debts as and when they become due and payable. 

 

This declaration is made in accordance with a resolution of the Directors. 

 

 

 
Timothy M. Clifton 
Managing Director 
 
21 February 2005 
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Independent review report to the members of Perilya Limited 
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Auditors’ Independence Declaration 
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Supplementary Information 
 

Broken Hill Operations 
 

The production, sales and financial information for the Broken Hill Operations are as follows: 
            Six months to 

 
 

31 Dec 2003 
$m

 

30 Jun 2004 
$m

 

31 Dec 2004
$m

PRODUCTION 
 

Ore treated (‘000 tonnes) 1,085 1,024 971
 
Head grade  -  Zinc (%) 8.0 6.8 7.6
                     -  Lead (%) 3.1 3.3 3.3
                     -  Silver (g/t) 34 33 36
 
Zinc concentrates (‘000 tonnes) 155.0 127.4 133.8
                     -  Zinc grade (%) 49.7 49.7 50.3
 

      Lead concentrate (‘000 tonnes) 40.1 39.2 36.8
                     -  Lead grade (%) 67.8 69.8 71.7
 
SALES 
 
Zinc concentrate (‘000 tonnes) 145.1 130.8 123.1
Lead concentrate (‘000 tonnes) 40.7 39.6 35.7
 

FINANCIAL PERFORMANCE 
 
Revenue 
Gross sales 112.8 122.0 117.2
Treatment charges (38.0) (39.3) (34.9)

Other revenue  0.4 
   

  0.8 
Total revenue  75.2  84.9   83.1 
  
Cash production costs 57.1 63.9 61.7
Non cash production costs 9.4 8.9 9.4
Non production costs 15.0 12.8 16.4

Change in stock  (4.4)
   

  (5.8) 
Total cost of sales  77.2  86.8   81.7 
  

        
Profit before interest and tax  (2.0)  (1.9)   1.4 

 
 

BALANCE SHEET 
 
Current assets 39.3 25.2 34.2
Non current assets  81.8  90.1  92.5 
Total assets  121.1  115.3  126.7 
 
CAPITAL EXPENDITURE 
 
Mine capital development 5.6 5.3 6.2
Property, plant and equipment  5.3  12.2  5.6 
Total capital expenditure  10.9   17.5  11.8 

 

UNIT COSTS 
    

 
Zinc cash costs - (US$/lb) 0.36 0.43 0.40
                          - (A$/lb)  0.52 0.58 0.55
 
Zinc total costs - (US$/lb) 0.41 0.50 0.47
                          - (A$/lb)  0.60 0.67 0.64
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Commodity prices and exchange rates 
 
 

The spot and average commodity prices and exchange rates have been as follows: 
 
 
 ZINC LEAD SILVER 
 US$/lb A$/lb US$/lb A$/lb US$/oz A$/oz US$/A$1.00 

Spot Prices   
     

        
As at 31 December 2003 0.46 0.61 0.34 0.45 5.97 7.95 0.75 
As at 30 June 2004 0.39 0.57 0.44 0.64 5.91 8.56 0.69 
As at 31 December 2004 0.58 0.74 0.48 0.62 6.77 8.69 0.78 

        
Averages Prices        
        
Average for 6 months to 31 December 2003 0.40 0.58 0.26 0.38 5.12 7.46 0.69 
Average for 6 months to 30 June 2004 0.48 0.64 0.38 0.51 6.47 9.38 0.74 
Average for 12 months to 30 June 2004 0.44 0.62 0.32 0.45 5.74 8.08 0.71 
        
Average for 6 months to 31 December 2004 0.46 0.63 0.42 0.57 6.84 9.33 0.73 
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Significant Public Announcements 
 

29 Jul 2004 Strike Oil Limited Initial Public Offering Closes 
 

The Board of strike Oil Limited (“Strike Oil”) has advised Perilya Limited (“Perilya”) that it has closed its public offer 
today (29 July 2004).  The offer was over subscribed and 60 million shares will be issued at 20 cents each to raise a 
total of $12 million. 
 
Perilya currently owns 35.7% of strike Oil and will hold 20.65% on a fully diluted basis following Strike Oil’s listing 
which is expected to take place in early to mid August 2004. 
 
Further details on Strike Oil can be obtained from its website at www.strikeoil.com.au. 

 

22 Dec 2004 Geothermal Energy 
 

Several years ago Perilya Limited, in a 50/50 joint venture with Greenrock Energy Pty Ltd, applied for Geothermal 
Exploration Licences surrounding WMC Resources Limited’s Olympic Dam Copper and Uranium deposit in South 
Australia.  Perilya Limited subsequently assigned its interest to a wholly owned subsidiary. 
 
The Geothermal Exploration Licences were granted in June of this year.  Prior to and with the grant of the licences 
the joint venture has undertaken studies into the technical and commercial considerations to be addressed in 
successfully establishing a geothermal energy project within the licence area.  The results of these studies have 
been encouraging.  
 
The next phase of the evaluation process will involve drilling of geothermal exploratory wells to optimise the location 
of the first geothermal well. 
 
The shareholders of the joint venturers have resolved to sell their shareholding in the two joint venture companies to 
Mokuti Mining Limited (“Mokuti”), a public company listed on the Australian Stock Exchange. 
 
On conclusion of the sale, which is subject to the approval of the Mokuti shareholders, Mokuti will own all of the 
shares in the two joint venture entities, giving Mokuti a 100% interest in the project.  Perilya Limited and the 
shareholders of Green Rock Energy Pty. Ltd. will together have a 39% interest in Mokuti, with Perilya Limited 
holding 7.5 million fully paid ordinary shares and 7.5 million performance shares which are convertible to fully paid 
ordinary shares upon drilling of a geothermal exploratory well on the tenements. 
 
Mokuti will be positioned to rapidly evaluate the potential of the Olympic Dam geothermal licences and to pursue 
opportunities generally in the growing “green” energy sector. 
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