Despatch of Scheme Booklet
31 October 2013
Further to Perilya Limited’s (ASX: PEM) (Perilya) recent announcements in relation to the proposal from
Zhongjin Lingnan Mining (HK) Company Limited (Zhongjin Lingnan) to acquire all of the ordinary shares, that
it does not already own, in Perilya by way of a scheme of arrangement (Scheme), Perilya is pleased to confirm
that the Scheme Booklet has been registered with the Australian Securities and Investments Commission and
despatched to shareholders.
Despatch of Scheme Booklet
The Scheme Booklet and personalised Proxy Forms were despatched to Perilya shareholders today, 31
October 2013. For those shareholders who have elected to receive an electronic version of the Scheme
Booklet and Proxy Form, they will have received it by email today. The Scheme Booklet contains important
information about the Scheme and Perilya shareholders are encouraged to carefully read the Scheme Booklet
in its entirety and the materials accompanying it before deciding whether or not to vote in favour of the Scheme.
A copy of the Scheme Booklet is included with this announcement and is available on Perilya’s website at
www.perilya.com.au.
Scheme Meeting
The Scheme Meeting will be held at 10.30am WST on 2 December 2013 at the Conference Suite, Level 8,
Exchange Plaza Building, Perth, Western Australia. Perilya shareholders are urged to vote on the Scheme by
attending the Scheme Meeting in person, or by returning the Proxy Form that accompanies the Scheme
Booklet.
Foreign Investment Review Board Approval
One of the regulatory conditions of the proposed Scheme was to obtain approval from the Foreign Investment
Review Board to the Scheme. Further to its ASX announcement yesterday (30 October 2013), Perilya is
pleased to confirm that this approval has now been received.
Accordingly, the Scheme condition set out in Section 4.6(a) on page 20 of the Scheme Booklet has now been
fulfilled.
Perilya Shareholder Communication Line
If shareholders have any questions about the Scheme or the Scheme Meeting, they should contact the Perilya
Shareholder Communication Line:
- in Australia by telephone on 1300 729 381 (toll free); or
- outside of Australia by telephone on +61 3 9946 4462,
or consult their legal, investment, taxation or other professional adviser.
Yours faithfully

Paul Marinko
Company Secretary
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For further information:
Investors:

Enquiries:

Analysts:

Paul Arndt
Managing Director and CEO
+61 8 6330 1000

Paul Marinko
Company Secretary
+61 8 6330 1000

Angelo Christou
Chief Financial Officer
+61 8 6330 1000

About Perilya
Perilya is an Australian base and precious metals mining and exploration company, which owns and operates
the iconic Broken Hill zinc, lead, silver mine in NSW Australia and, with the successful takeover of GlobeStar
Mining Corporation in December 2010, the Cerro de Maimón copper, gold & silver mine in the Dominican
Republic. The Company’s operations at the Broken Hill mine went through a resizing in 2008 which has
resulted in significant improvement in productivity, profitability and cashflows resulting in an extension to the life
of mine to approximately 10 years.
In addition to its mining operations, the Company has an active exploration and development program which
includes exploration and development programs in the Broken Hill region NSW Australia and in the Flinders
region of South Australia in the vicinity of its Beltana zinc silicate project. The Company also has extensive
exploration programs underway on its Dominican Republic mining and exploration concessions that include a
laterite nickel project and highly prospective copper, gold & silver targets near its Cerro de Maimón mine.
The Company is reviewing options for the development of the Mount Oxide Copper Project in the Mount Isa
region in Queensland. In addition, the Company has a 60% interest in the Moblan lithium project located in
Quebec, Canada, which is currently undergoing a development study (the remaining 40% is held by SOQUEM,
which is an investment company owned by the Quebec Government in Canada).
Perilya is owned 53.37% by Shenzhen Zhongjin Lingnan Nonfemet Co. Ltd, China’s third largest zinc producer.
For more details, visit www.perilya.com.au

About Zhongjin Lingnan
Shenzhen Zhongjin Lingnan Nonfemet Company Limited (Zhongjin Lingnan) is a publicly listed company that
specializes in the production of non-ferrous metals. As a listed company, Zhongjin Lingnan undertakes crossindustry and cross-region operations that include mining, processing, smelting, manufacturing and R&D.
Zhongjin Lingnan is listed on the Shenzhen Stock Exchange (Ticker: 000060) and, as of 1 September 2013, has
a market capitalisation of approximately RMB15.12 billion (A$2.76 billion). Based in Shenzhen, Zhongjin
Lingnan has a production base at Shaoguan, a city in the north of Guangdong.
In 2002, Zhongjin Lingnan was ranked among top 500 Chinese businesses for the first time. As one of the top
100 businesses in Shenzhen and Guangdong, the company was listed as an SSE 100 Index constituent stock
in the same year. Since then, in recognition of its active role in high-tech operations in Guangdong, Zhongjin
Lingnan has been awarded a string of honours as a tax-payer and exporter with significant contribution to the
local economy.
Zhongjin Lingnan product portfolio includes fine lead ore, fine zinc ore, mixed lead/zinc ore, fine sulfur ore,
electrolytic lead, fine zinc, silver, fine cadmium, germanium ingots, germanium dioxide, indium ingots, sulfuric
acid, zinc sulfate, section aluminum, curtain walls, steel stripes, nickel hydroxide, zinc powder for batteries, and
fibrous nickel powder, which span over 30 categories. The company offers products up to the international
quality standards. Zhongjin Lingnan has obtained LME certifications for its electrolytic lead and fine zinc and
LBMA certification for silver. A large number of production facilities in the company reach the ISO9000
standard. Zhongjin Lingnan is highly recognized both at home and abroad.]
Zhongjin Lingnan’s main activities comprise mining and smelting operations. Its key operations are the
Shaoguan and Danxia Smelters and the Fankou lead & zinc mine. The Fankou mine is one of the lowest cost
underground lead zinc mines in the world and has over 20 years of mine life remaining
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Perilya Limited
ABN 85 009 193 695

Scheme Booklet
In relation to a recommended proposal from Zhongjin Lingnan Mining (HK) Company
Limited to acquire all of the ordinary shares in Perilya Limited by way of scheme of
arrangement

Your Independent Directors unanimously
recommend that, in the absence of a superior
proposal, you vote in favour of the Scheme.
The Notice of Scheme Meeting is set out in Annexure E to this Scheme Booklet.

This document is important and requires your immediate attention. You should read the document in full
before you decide whether or not to vote in favour of the Scheme. If you are in doubt as to what you should
do, you should consult your legal, investment, taxation or other professional adviser.

Australian Legal Adviser to Perilya Limited

Important notices
Date of this Scheme Booklet
This Scheme Booklet is dated 31 October 2013.
Defined terms
A number of defined terms are used in this Scheme Booklet, the meanings of which are set out
in Section 10.
Purpose of this Scheme Booklet
The purpose of this Scheme Booklet is to explain the terms of the Scheme and the manner in
which the Scheme Resolution will be considered and, if the Scheme Resolution is approved by
a Requisite Majority of Participating Shareholders and if the Scheme is approved by the Court,
how the Scheme will be implemented and to provide information as is prescribed or otherwise
material to the decision of Participating Shareholders whether or not to vote in favour of the
Scheme Resolution.
This Scheme Booklet includes the explanatory statement required to be sent to Perilya
Shareholders in relation to the Scheme pursuant to section 412(1) of the Corporations Act.
Read this document
This Scheme Booklet is important. You should carefully read this Scheme Booklet in its entirety
before making a decision about how to vote on the Scheme Resolution to be considered at the
Scheme Meeting.
Independent Expert’s Report and Technical Specialist’s Report
The Independent Expert’s Report is set out in Annexure A. The full version of that report,
together with the Technical Specialist’s Report and Scheme Implementation Agreement, is
available online at the Perilya Website and the ASX Website.
Investment decisions
This Scheme Booklet is intended for Perilya Shareholders collectively and does not take into
account the investment objectives, financial situation, tax position or particular needs of each
security holder or any other person. This Scheme Booklet should not be relied on as the sole
basis for any investment decision in relation to Perilya Shares. Independent advice should be
sought before any such investment decision is made.
Responsibility for information
The Perilya Information has been prepared by Perilya and is the responsibility of Perilya.
The Zhongjin Information has been prepared by Zhongjin and is the responsibility of Zhongjin.
EY has prepared, and is responsible for, the Independent Expert’s Report contained in
Annexure A of this Scheme Booklet. None of Perilya, Zhongjin, their respective Related
Bodies Corporate or the directors, officers, employees or advisers of any of those entities
assumes any responsibility for the accuracy or completeness of the Independent Expert’s
Report.
AMC has prepared, and is responsible for, the Technical Specialist’s Report contained in
Appendix G to the Independent Expert’s Report contained in Annexure A of this Scheme
Booklet. None of Perilya, Zhongjin, their respective Related Bodies Corporate or the directors,
officers, employees or advisers of any of those entities assumes any responsibility for the
accuracy or completeness of the Technical Specialist’s Report.
Role of ASIC, ASX, and the Court
A copy of this Scheme Booklet has been given to ASIC in accordance with section 411(2) of
the Corporations Act. ASIC has been requested to provide a statement, in accordance with
section 411(17)(b) of the Corporations Act, that ASIC has no objection to the Scheme. If ASIC
provides the statement, then it will be produced to the Court at the time of the Second Court
Date. Neither ASIC, ASX, nor any of their officers take any responsibility for the contents of this
Scheme Booklet. A copy of this Scheme Booklet has been lodged with ASX.

Important Notice associated with Court order under subsection 411(1) of the
Corporations Act
The fact that under subsection 411(1) of the Corporations Act the Court has ordered that the
Scheme Meeting be convened and has approved this Scheme Booklet does not mean that the
Court:
(a)

has formed any view as to the merits of the proposed Scheme or as to how
Participating Shareholders should vote (on this matter Participating Shareholders
must reach their own decision); or

(b)

has prepared, or is responsible for the content of, the Scheme Booklet.

The order of the Court that the Scheme Meeting be convened is not, and should not be treated
as, an endorsement by the Court of, or any other expression of opinion by the Court on, the
Scheme.
Notice to Perilya Shareholders in jurisdictions outside Australia and its external
territories.
This Scheme Booklet has been prepared in accordance with Australian law and is subject to
Australian disclosure requirements. Financial information in this Scheme Booklet has been
prepared in accordance with the Australian Accounting Standards and is presented in an
abbreviated form and does not contain all the disclosures that are usually provided in an annual
report prepared in accordance with the Corporations Act.
Forward looking statements
Certain statements in this Scheme Booklet relate to the future. Such forward looking
statements, which include all information relating to the performance of Perilya, are not based
solely on historical facts but rather reflect the current expectations of Perilya (in relation to the
Perilya Information) and Zhongjin (in relation to the Zhongjin Information). Statements that
describe Perilya’s or Zhongjin’s objectives, plans, goals or expectations, estimates of reserves
and resources, timelines for development and production and future costs may be forward
looking statements.
Forward looking statements involve known and unknown risks,
uncertainties and assumptions and are subject to a variety of other factors that could cause the
actual results or performance of Perilya to be materially different from what is expressed or
implied by such statements. Some of the risks that Perilya Shareholders may be exposed to in
relation to the Scheme are set out in Section 7. Forward looking statements are based on
numerous assumptions regarding present and future business strategies and the environment
in which Perilya and Zhongjin will operate in the future, including the price of lead, zinc, copper
and other minerals, anticipated costs and ability to achieve goals. Accordingly, undue reliance
should not be placed on forward looking statements.
Perilya Shareholders should note that the historical performance of Perilya is no assurance of
Perilya’s future performance. Other than as required by law, none of Perilya or Zhongjin or their
respective directors, officers or advisors represents that, or gives any assurance or guarantee
that, the occurrence of events expressed or implied in any forward looking statements will
actually occur.
The forward looking statements in this Scheme Booklet reflect views held only at the date of
this Scheme Booklet.
Estimates, targets and forecasts
Unless expressly stated otherwise, all references in this Scheme Booklet to estimates, targets
and forecasts (and derivations of the same) are references to estimates, targets and forecasts
by Perilya and Zhongjin management (as applicable). Estimates, targets and forecasts are
based on views held only at the date of this Scheme Booklet.
Each of Perilya and Zhongjin believes that the estimates, targets and forecasts in this Scheme
Booklet that are attributable to it have been made on reasonable grounds and that the
assumptions on which those estimates, targets and forecasts are based are reasonable.
Having said this, Perilya Shareholders are cautioned that the estimates, targets and forecasts
are subject to a variety of factors that are likely to cause actual results to vary from them, and
such variations may be material.
Privacy and personal information
Perilya and Zhongjin, and their respective registries and agents, may need to collect personal
information to implement the Scheme. The personal information may include the names,

contact details, bank account details and other details of Perilya Shareholders, as well as the
names and contact details of individuals appointed by Participating Shareholders as proxies,
attorneys or corporate representatives to attend and vote at the Meeting.
Perilya Shareholders who are individuals and other individuals in respect of whom personal
information is collected have certain rights to access the personal information collected about
them. An individual who wishes to exercise any of these rights should contact the Perilya
Registry on 1300 729 381 (within Australia) or +61 3 9946 4462 (outside Australia).
The personal information described above may be disclosed to Perilya’s and Zhongjin’s
registries and stock transfer agents, securities brokers and third party service providers
(including print and mail service providers). Personal information may also be used to contact
Perilya Shareholders in relation to the Scheme.
Third parties who receive personal information in the course of providing the above services will
be reminded of their obligations to use the personal information only for the purposes set out
above and to protect the information according to applicable statutory and legal requirements.
Participating Shareholders who appoint an individual as their proxy, attorney or corporate
representative to attend and vote at a Meeting should inform him or her of the matters outlined
above.
Maps and diagrams
Any diagrams, charts, maps, graphs and tables appearing in this Scheme Booklet are
illustrative only and may not be drawn to scale. Unless expressly stated otherwise, all data
contained in such diagrams, charts, maps, graphs and tables is based on information available
at the date of this Scheme Booklet.
References to time
Unless expressly stated otherwise, all references in this Scheme Booklet to time relate to the
time in Perth, Western Australia, Australia.
References to currency
Unless expressly stated otherwise, all references in this Scheme Booklet to “$”, “A$” or “AUD$”
are references to Australian currency, and all references to “US$” or “USD” are references to
United States currency.
Effect of rounding
A number of figures, amounts, percentages, prices, estimates, calculations of value and
fractions in this Scheme Booklet, including but not limited to those in respect of the Scheme
Consideration, are subject to the effect of rounding (unless otherwise stated). Accordingly, the
actual calculation of these figures may differ from the figures set out in this Scheme Booklet,
and any discrepancies in any table between totals and sums of amounts listed in that table or to
previously published figures are due to rounding.
Further information
If you have any questions in relation to the Scheme or the Scheme Meeting please contact the
Perilya Shareholder communication line on 1300 729 381 (toll free within Australia) or +61 3
9946 4462 (outside Australia) or consult your legal, investment, taxation or other professional
adviser.
A copy of this Scheme Booklet can be found on Perilya’s Website, and under Perilya’s profile
on the ASX Website.
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LETTER FROM THE INDEPENDENT DIRECTORS OF PERILYA
31 October 2013
Dear Shareholder,
On 3 September 2013, Perilya entered into a Scheme Implementation Agreement with Zhongjin under
which it is proposed that Zhongjin will acquire, by way of a Court approved scheme of arrangement,
all of the Perilya Shares not already held by them.
If the Scheme is approved and implemented, you will receive $0.35 cash for each Perilya Share you
hold as at the Scheme Record Date, scheduled to be 16 December 2013.
We, in our capacity as the Independent Directors of Perilya, unanimously recommend that you
APPROVE the Scheme by voting in favour of the Scheme Resolution, in the absence of a
Superior Proposal.
The cash consideration of $0.35 per Perilya Share represents a substantial premium to Perilya’s
average historical trading prices, including:
•

59% premium to the closing price of Perilya Shares on Friday 30 August 2013, being the last
trading day prior to the announcement of the Scheme Implementation Agreement ($0.22);

•

85% premium to the one-month volume weighted average price of Perilya Shares ($0.189, as
at 30 August 2013).

•

109% premium to the three-month volume weighted average price of Perilya Shares ($0.167,
as at 30 August 2013).

•

64% premium to 12 month volume weighted average price of Perilya Shares ($0.214, as at 30
August 2013).

The Independent Expert appointed by Perilya, EY, has concluded that the Scheme is in the best
interests of Scheme Shareholders in the absence of a superior proposal. The reasons why EY
reached this conclusion are set out in the Independent Expert’s Report (including the Technical
Specialist’s Report), which can be found in Annexure A.
The Scheme requires the approval of a Requisite Majority of Participating Shareholders at the
Scheme Meeting (which is scheduled to be held on 2 December 2013) and also by the Court. The
Scheme is also subject to a number of conditions which are outlined in Section 4.6 of this Scheme
Booklet.
Further information on the Scheme and the Scheme Resolution is contained in this Scheme Booklet,
including reasons for our recommendations as Independent Directors of Perilya. We encourage you
to read this Scheme Booklet in its entirety before making your decision and voting on the Scheme
Resolution. If you have any questions about any part of the Scheme, please call the Perilya
shareholder communication line on 1300 729 381 (within Australia) or +61 3 9946 4462 (outside
Australia) between 9.00am and 5.00pm Monday to Friday.
We would like to take this opportunity to thank you for your continued support of Perilya.
Yours sincerely,
Independent Directors of Perilya Limited

Paul Arndt, Patrick O’Connor and Anna Liscia
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LETTER FROM THE PRESIDENT & CEO OF ZHONGJIN LINGNAN
Dear Perilya Shareholder,
The Board of Zhongjin Lingnan (Zhongjin’s parent company) is pleased to provide all Perilya
Shareholders with the opportunity to participate in a Scheme of Arrangement under which it is
proposed that, subject to all necessary approvals and endorsements being obtained, Zhongjin will
acquire all of the shares in Perilya that it does not already own.
Zhongjin Lingnan is a publically listed company on the Shenzhen Stock Exchange (Ticker: 000060)
and is China’s third largest zinc producer. Zhongjin Lingnan’s prime business activities include mining
and processing of lead, zinc and other non-ferrous metals. Zhongjin Lingnan has been operating for
over 50 years.
Zhongjin Lingnan first invested in Perilya in February 2009 and acquired a 50.1% interest in Perilya
through a share placement to Zhongjin (Zhongjin Lingnan’s wholly owned subsidiary) and strategic
alliance approved by Perilya’s shareholders at general meeting. Since this time, Zhongjin Lingnan has
been a committed partner to Perilya and has been willing to financially support Perilya in difficult times
including supporting Perilya’s pursuit of an economically sustainable lower production profile. Since
commencement of the strategic alliance, Zhongjin Lingnan has seen Perilya’s direct employee
numbers grow at Broken Hill from 366 to 463, together with an increase in the numbers of contractors
engaged.
Zhongjin Lingnan’s intentions going forward are to continue its strong support for Perilya’s current
operations and use its financial strength to underpin Perilya’s investment and development plans. As
a Perilya shareholder, your vote is important and if the Scheme is approved and implemented there
will be benefits for Perilya and also for the regions in which Perilya operates.
This Scheme Booklet provides important information in relation to the Scheme. On behalf of the
Zhongjin Lingnan Board, I encourage you to read it carefully and vote in favour of the Scheme at the
Scheme Meeting to be held at 10.30am (WST) on 2 December 2013 at Conference Suite, Level 8,
Exchange Plaza Building, Perth, Western Australia.
This is an exciting opportunity to ensure the long term future of Perilya and I thank you for your
support since commencement of our strategic alliance with Perilya in early 2009.
Yours sincerely,

Zhang Shuijian
President & CEO of Zhongjin Lingnan
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IMPORTANT DATES AND TIMES FOR THE SCHEME
Latest time and date for lodgement of completed proxy form
for the Scheme Meeting

10.30am (WST) on
30 November 2013

Time for determining eligibility to vote at the Scheme Meeting

7.00pm (AEDT) on
1 December 2013

Time and date of the Scheme Meeting

10.30am (WST) on
2 December 2013

Second Court Date for approval of the Scheme

9 December 2013

Effective Date of the Scheme and last day of trading of
Perilya Shares on the ASX

9 December 2013

Record Date for determining entitlements to the Scheme
Consideration

16 December 2013

Implementation Date for the Scheme (including payment of
the Scheme Consideration)

19 December 2013
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1.

VOTING CONSIDERATIONS
This section is a summary only and is not intended to address all of the relevant issues for
Perilya Shareholders. Perilya Shareholders should read the Scheme Booklet in its entirety.
This section should be read in conjunction with other sections of this Scheme Booklet.
In reading this section, you should note that your independent Directors unanimously
recommend that you vote in favour of the Scheme, in the absence of a Superior Proposal for
Perilya.

1.1

Reasons to approve the scheme by voting in favour of the Scheme Resolution
Set out below is a summary of why you should vote in favour of the Scheme (see
Section 2.2 for more details).
Independent Directors
Recommendation and Vote

Your Independent Directors unanimously recommend
that you vote in favour of the Scheme and the
Independent Directors who hold Perilya Shares intend
to vote the Perilya Shares they own or control in favour
of the Scheme, in each case in the absence of a
Superior Proposal for Perilya.

The value of the Scheme
Consideration represents a
substantial premium over the
pre-announcement trading
prices of Perilya Shares

Based on the closing price of Perilya Shares on the
ASX on Friday 30 August 2013 (the date on which
Perilya went into trading halt pending further
announcement),
the
Scheme
Consideration
represents:
 59% premium to the closing price on 30 August
2013 ($0.22);
 85% premium to 1 month Volume Weighted
Average Price ($0.189);
 109% premium to the 3 month Volume Weighted
Average Price ($0.167); and
 64% premium to 12 month Volume Weighted
Average Price ($0.214).

The Independent Expert, EY,
has concluded that the
Scheme is in your best
interests

The Independent Expert has concluded that the
Scheme is in the best interests of Scheme
Shareholders.
A copy of the Independent Expert’s Report is
contained in Annexure A of this Scheme Booklet.

The Scheme represents a
liquidity opportunity for
Scheme Shareholders.

The Scheme is an opportunity for all Scheme
Shareholders to realise their investment in Perilya at
an attractive premium.
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The Scheme provides you
with the value and certainty of
cash

The cash consideration of $0.35 per Perilya Share
which is being offered to Scheme Shareholders
provides certainty of value and timing.
In contrast, if the Scheme does not proceed, the
amount which Scheme Shareholders will be able to
realise for their Perilya Shares in terms of price, will
necessarily be uncertain and subject to a number of
risks outlined in Section 7 of this Scheme Booklet.

No alternative proposal has
emerged or is likely to emerge

Since the announcement of the proposed transaction
on 4 September 2013, it has been widely publicised
and no alternative proposal has emerged.

Perilya’s Share price is likely
to fall if the Scheme is not
implemented

The Independent Directors expect that if the Scheme is
not approved and no Superior Proposal emerges,
Perilya Shares are likely to trade at levels below
current trading levels (and the Scheme Consideration)
and more in line with the market price for Perilya
Shares in the period leading up to Perilya’s
announcement of 4 September 2013.

No brokerage or stamp duty
will be payable by you on the
transfer of your Perilya
Shares under the Scheme

Scheme Shareholders will not be required to pay any
brokerage or other costs in connection with the
disposal of their Perilya Shares under the Scheme.

Long term future of Perilya
and greater certainty
regarding access to funds

In the current environment where both debt and equity
markets are depressed and there is uncertainty in the
commodity markets, and in the absence of the Scheme
proceeding, it is likely that any additional funding
required would come through a form of equal access
equity offering to Perilya Shareholders. There is a risk
that any such raising may result in dilution of Minority
Shareholders’ interests at a discount to market.
If the Scheme is approved and implemented, Perilya
will have an increased level of certainty regarding
access to funds required to ensure its current
operations in Australia and the Dominican Republic are
maintained and exploration and development plans are
implemented expeditiously.

Ongoing support for the
Broken Hill and Cerro de
Maimón Communities

Perilya is a significant contributor to both the Broken
Hill and Cerro de Maimón communities. Perilya’s
operations have a positive impact on employment,
local purchasing of materials and services, and
through taxes and royalties.
As set out above, if the Scheme is approved and
implemented, Perilya will have an increased level of
certainty regarding access to funds required to ensure
its current operations, and in turn contributions to the
Broken Hill and Cerro de Maimón communities, are
maintained.
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1.2

Possible reasons not to approve the Scheme
Set out below is a summary of why you might vote against the Scheme (see Section 2.3 for
more details).
You may disagree with the
Independent Directors and the
Independent Expert

You may disagree with the Independent Directors and
the Independent Expert and believe that the Scheme is
not in your best interests.

If the Scheme proceeds, you
will no longer be a Perilya
Shareholder

If the Scheme proceeds, you will no longer be a Perilya
Shareholder and you will not participate in any
potential upside that may result from being a Perilya
Shareholder.

You may wish to maintain
your investment in Perilya

You may wish to maintain your investment in Perilya
even though the Perilya Share price may fall if the
Scheme is not approved.

A Superior Proposal for
Perilya may materialise in the
future if Perilya were to
continue as an independent
company

It is possible that a Superior Proposal for Perilya,
which could be more attractive to Scheme
Shareholders than the Scheme, may materialise in the
future. The implementation of the Scheme would
mean that Scheme Shareholders would not obtain the
benefit of any such proposal.
The Perilya Board is not currently aware of any such
proposal and notes that since Zhongjin and Perilya
announced the Scheme, there has been a significant
period of time and ample opportunity for an alternative
proposal for Perilya, which provides a different
outcome for Scheme Shareholders, to emerge.

You may prefer Perilya to be
exposed to the opportunity for
increased value by remaining
as an independent company

You may believe that Perilya will deliver greater returns
to Perilya Shareholders over the long term by
remaining an independent company.
In assessing and recommending the Scheme, your
Independent Directors evaluated the benefits and risks
of Perilya continuing as an independent company
against its other strategic alternatives.
In deciding that they should recommend the Scheme,
your Independent Directors determined that, on
balance, the earlier and more certain value
represented by the Scheme was more favourable to
Scheme Shareholders than the strategic options and
risks that might otherwise be available to or faced by
Perilya as an independent company.

The tax consequences of the
Scheme may be adverse for
your own financial position

If the Scheme is implemented, this may trigger taxation
implications for you earlier than would have otherwise
been the case potentially including capital gains tax.
You should carefully read the taxation considerations
outlined in Section 8 and seek professional taxation
advice with respect to individual taxation situations.
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2.

INDEPENDENT DIRECTOR’S RECOMMENDATION AND MATTERS RELEVANT TO
YOUR VOTE ON THE SCHEME

2.1

Independent Directors’ recommendation
(a)

(b)

The current directors of Perilya are as follows:
(i)

Shuijian Zhang (Non-Executive Chairman);

(ii)

Patrick O’Connor (Non-Executive Deputy Chairman);

(iii)

Paul Arndt (Managing Director & Chief Executive Officer);

(iv)

Minzhi Han (Executive Director);

(v)

Wen Wang (Non-Executive Director); and

(vi)

Anna Liscia (Non-Executive Director).

Independent Directors
Following receipt of Zhongjin’s initial indicative non-binding proposal to acquire
100% of Perilya by way of scheme of arrangement, Perilya established an
independent sub-committee of the Board comprising Perilya’s two Australian
independent non-executive Directors (Patrick O’Connor and Anna Liscia) and
Perilya’s Managing Director (Paul Arndt) (collectively, referred to as the
Independent Directors). The purpose of the independent committee was to
review and consider any binding proposal which may be received from Zhongjin
and to consider in its sole discretion, Perilya’s participation in a scheme of
arrangement and any recommendations of the Board of Perilya to its shareholders.
The Independent Directors have turned their mind to whether they believe the
Scheme is in the best interests of Scheme Shareholders, and unanimously
recommend that Participating Shareholders approve the Scheme by voting in
favour of the Scheme Resolution, in the absence of a Superior Proposal, for the
reasons set out below.
Paul Arndt is the only Perilya Director who holds Perilya Shares and intends to
vote the Perilya Shares that he owns or controls in favour of the Scheme in the
absence of a Superior Proposal emerging.

(c)

Position of other Perilya Directors
Mr Zhang is currently the President and Chief Executive Officer of Zhongjin’s
parent company, Shenzhen Zhongjin.
Mr Han and Mr Wang currently hold directorships of entities related to Zhongjin.
Due to their association with Zhongjin (or related entities of Zhongjin), each of
Messrs Zhang, Han and Wang are not considered independent directors of Perilya
and do not desire to make and do not consider it appropriate to make, a
recommendation to Participating Shareholders in relation to the Scheme and
accordingly, each of them makes no such recommendation.
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2.2

Reasons to approve the Scheme
(a)

Independent Directors
The Independent Directors believe that the Scheme is in the best interests of
Scheme Shareholders and unanimously recommend that you approve the Scheme
by voting all your Perilya Shares in favour of the Scheme Resolution that will be
considered at the Scheme Meeting, in the absence of a Superior Proposal.
In reaching their recommendation, the Independent Directors have had regard to
the reasons to approve, or not to approve, the Scheme (as set out in this Scheme
Booklet).
In particular, the Independent Directors believe that the Scheme Consideration is
attractive and provides an opportunity for you to realise a cash value for your
Perilya Shares at a significant premium to the market price of Perilya Shares prior
to the announcement of the proposed transaction.
Paul Arndt is the only Perilya Director who holds Perilya Shares and intends to
vote the Perilya Shares that he owns or controls in favour of the Scheme in the
absence of a Superior Proposal emerging.

(b)

Significant premium
You are being offered a significant premium to the market price of Perilya Shares
prior to Perilya’s announcement of the proposal by Zhongjin on 4 September 2013,
in circumstances where Zhongjin holds, in aggregate, in excess of 53% of Perilya
Shares.
The cash consideration of $0.35 per Perilya Share, which will be paid to Scheme
Shareholders if the Scheme is approved and implemented, represents a significant
premium to the market price of Perilya Shares during the period which preceded
the announcement of the proposed transaction on 4 September 2013.

(c)

Independent Expert
The Independent Expert has concluded that the Scheme is in the best interests of
Scheme Shareholders in the absence of a Superior Proposal.
EY, the Independent Expert, has valued 100% of the Perilya Shares on a
controlling interest basis at between $0.20 and $0.38 per Perilya Share as
compared to the cash consideration offered by Zhongjin of $0.35 per Perilya
Share.
Comparison of Values
$000's

Low

High

Fair value of a Perilya share
Cash Consideration per share

0.20
0.35

0.38
0.35

Premium / (discount) to the fair value of
a Perilya share ($)

0.15

(0.03)

% Premium / (discount)

72%

(7%)

Source: EY Independent Expert's Report

The reasons why the Independent Expert reached these conclusions are set out in
the Independent Expert’s Report, which can be found in Annexure A. The
Independent Directors encourage you to read this report in its entirety before
deciding whether or not to approve the Scheme.
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(d)

Liquidity opportunity
The Scheme represents a liquidity opportunity for Scheme Shareholders.
The Scheme is an opportunity for all Scheme Shareholders to realise their
investment in Perilya at an attractive premium.
The table below shows the trading volumes of Perilya Shares over various periods
up to Friday 30 August, being the last trading day prior to the announcement of the
Scheme Implementation Agreement.
Period

August 2012
September 2012
October 2012
November 2012
December 2012
January 2013
February 2013
March 2013
April 2013
May 2013
June 2013
July 2013
To 30 August 2013

High

Low Close VWAP Monthly Liquidity Liquidity
Volume (Note 1)

A$

A$

A$

0.28
0.38
0.37
0.33
0.34
0.41
0.30
0.29
0.25
0.18
0.15
0.24
0.23

0.22
0.22
0.31
0.26
0.26
0.29
0.27
0.23
0.15
0.12
0.11
0.12
0.15

0.27
0.32
0.31
0.28
0.34
0.31
0.29
0.25
0.15
0.13
0.12
0.18
0.22

A$ millions
0.24
0.29
0.34
0.26
0.38
0.33
0.29
0.25
0.17
0.14
0.13
0.17
0.18

24.9
31.6
6.2
7.9
4.4
6.4
17.4
9.1
23.3
29.3
16.2
23.5
16.2

%

%

7.0%
8.8%
1.7%
2.2%
1.2%
1.8%
4.9%
2.5%
6.5%
8.2%
4.5%
6.5%
4.5%

3.2%
4.1%
0.8%
1.0%
0.6%
0.8%
2.3%
1.2%
3.0%
3.8%
2.1%
3.1%
2.1%

Note 1: Excludes Zhongjin shares
Source: EY Independent Expert's Report

(e)

Value and certainty of cash
The Scheme provides you with the value and certainty of cash.
The cash consideration of $0.35 cash per Perilya Share which is being offered to
Scheme Shareholders provides certainty of value and timing.
In contrast, if the Scheme does not proceed, the amount which Scheme
Shareholders will be able to realise for their Perilya Shares in terms of price will
necessarily be uncertain and will be subject to a number of risks outlined in
Section 7 of this Scheme Booklet.

(f)

No alternative proposal has emerged
No alternative proposal has emerged or is likely to emerge given that there has
been a significant period of time and ample opportunity for an alternative proposal
for Perilya and no alternative proposal has been forthcoming.
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(g)

Share price likely to fall if the Scheme is not implemented
Perilya’s Share price is likely to fall if the Scheme is not implemented.
The Independent Directors expect that if the Scheme is not approved and no
Superior Proposal emerges, Perilya Shares are likely to trade at levels below
current trading levels (and the Scheme Consideration) and more in line with the
market price for Perilya Shares in the period leading up to Perilya’s announcement
of 4 September 2013 as indicated in the chart below. It should be noted that the
Independent Directors are not in a position to provide any assurance as to the
market price of Perilya Shares in this event as it will be influenced by many
external factors that are not within the control or influence of Perilya.
Perilya - Share price, EY Valuation and Cash consideration

0.40

18

0.35

16
14

0.30

12

0.25

10
0.20

8

0.15

6

0.10

4

0.05

2

0.00

0

Volume
EY Valuation - High

(h)

20

Share price
Cash consideration

Volume (millions)

Share price ($)

0.45

EY Valuation - Low

No brokerage or stamp duty will be payable by you on the transfer of your Perilya
shares under the Scheme.
You will not incur any brokerage or stamp duty on the transfer of your Perilya
Shares to Zhongjin pursuant to the Scheme.

(i)

Long term future of Perilya and greater certainty regarding access to funds.
Looking forward there are uncertain commodity markets coupled with depressed
debt and equity markets and it is in this environment that Perilya has further and
sustained capital spend requirements including but not limited to:
(i)

the potential ramp up to full mining at the Potosi deposit in Broken Hill,
NSW;

(ii)

maintenance and further development of the Company’s Southern
Operations mine in Broken Hill;

(iii)

further studies on future mine development such as the potential
development and re-opening of North Mine in Broken Hill; and

(iv)

introduction of a new zinc/cadmium removal circuit at Cerro de Maimón
in the Dominican Republic.

In this environment, and in the absence of the Scheme proceeding, it is likely that
any additional funding required would come through a form of equal access equity
offering to Perilya Shareholders. As equity raisings in the current market are
typically undertaken at a discount to market, there is a risk of any potential raising
resulting in dilution of Minority Shareholders’ interests at a discount to market.
Further, while Perilya’s track record demonstrates a proven ability to successfully
roll over working capital facilities with its financiers as they become due, roll over is
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at the sole discretion of Perilya’s financiers and Perilya has no entitlements or
rights in this regard.
If the Scheme is approved and implemented, there will be greater certainty
regarding Perilya’s access to funds required to maintain and where possible to do
so, expand its current suite of operations and development projects.
(j)

Perilya is a significant contributor to both the Broken Hill and Cerro de Maimón
communities.
Perilya’s operations (in particular, at the Broken Hill and Cerro de Maimón mines)
have a positive impact on employment, local purchasing of materials and services,
and through taxes and royalties. Zhongjin’s intentions going forward are to
continue strong financial support for Perilya’s current operations and community
programs.
Since Zhongjin’s initial investment in early 2009, not only has Zhongjin supported
the maintenance of existing operations, Perilya has seen direct employee numbers
grow at Broken Hill from 366 to 463, together with an increase in the numbers of
contractors engaged.
As set out above, if the Scheme is approved and implemented, Perilya will have an
increased level of certainty regarding access to funds required to ensure its current
operations, and in turn contributions to the Broken Hill and Cerro de Maimón
communities, are maintained.

2.3

Possible Reasons not to approve the Scheme
Your Independent Directors have had regard to the reasons set out in Sections 1.1 and 2.2
in recommending that you vote in favour of the Scheme in the absence of a Superior
Proposal for Perilya. The Independent Expert has concluded that the Scheme is in the best
interests of Scheme Shareholders. However, you are not obliged to accept your
Independent Directors’ recommendation or the view of the Independent Expert. Some of
the reasons why you may decide to vote against the Scheme are set out in Section 1.2 and
below. You should note that if you decide to vote against the Scheme, it may still be
implemented if it is approved by the Requisite Majority of Participating Shareholders and by
the Court.
(a)

You may disagree with the Independent Directors and/or the findings of
Independent Expert and believe that the Scheme is not in your best interests
In particular, you may believe that Perilya will deliver greater returns over the long
term by remaining an independent company and that the future growth prospects
of Perilya have not been fully reflected in the Scheme Consideration that is being
offered to you for your Perilya Shares.

(b)

If the Scheme proceeds, you will no longer be a Perilya Shareholder and you will
not participate in any potential upside that may result from being a Perilya
Shareholder.
If the Scheme is approved and implemented, you will cease to hold an interest in
Perilya. As such you will no longer be able to participate in Perilya’s future financial
performance or the future prospects of its ongoing business.
If the Scheme is approved and implemented, Perilya will be removed from the
official list of the ASX and investors will no longer be able to acquire or trade in
Perilya Shares.

(c)

You may wish to maintain your investment in Perilya
You may wish to maintain an interest in Perilya because you are seeking an
investment in a publicly listed company with the specific characteristics of Perilya
such as industry, operational profile, capital structure, size and geography.
Further if the Scheme is approved and implemented, you will cease to hold an
interest in Perilya and will no longer have the rights of a Perilya Shareholder. In
particular, you will forego any future dividends from Perilya (although there is no
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certainty as to the quantum of any such dividends or timing for payment of future
dividends and Perilya’s current policy is to first return any surplus funds to the
business to promote internal strategic growth opportunities), the opportunity to
benefit from any increase in the Perilya Share price, and your voting rights as a
Perilya Shareholder.
(d)

A Superior Proposal for Perilya may materialise in the future if Perilya were to
continue as an independent company.
It is possible that a Superior Proposal for Perilya, which could be more attractive to
Scheme Shareholders than the Scheme, may materialise in the future. The
implementation of the Scheme would mean that Scheme Shareholders would not
obtain the benefit of any such proposal.
The Perilya Board is not currently aware of any such proposal and notes that since
Zhongjin and Perilya announced the Scheme, there has been a significant period
of time and ample opportunity for an alternative proposal for Perilya, which
provides a different outcome for Scheme Shareholders, to emerge.

(e)

You may prefer Perilya to be exposed to the opportunity for increased value by
remaining as an independent company.
You may believe that Perilya will deliver greater returns to Perilya Shareholders
over the long term by remaining an independent company.
In assessing and recommending the Scheme, your Independent Directors
evaluated the benefits and risks of Perilya continuing as an independent company
against its other strategic alternatives.
In deciding that they should recommend the Scheme, your Independent Directors
determined that, on balance, the earlier and more certain value represented by the
Scheme was more favourable to Scheme Shareholders than the strategic options
and risks that might otherwise be available to or faced by Perilya as an
independent company.

(f)

The tax consequences of the Scheme may be adverse for your financial position.
If the Scheme is implemented, this may trigger taxation implications for you earlier
than would have otherwise been the case, potentially including capital gains tax.
You should read the taxation considerations outlined in Section 8 and seek
professional taxation advice with respect to your individual tax situation.

2.4

What if the Scheme is not approved?
If the Scheme does not proceed, Zhongjin will not acquire your Perilya Shares under the
Scheme, you will not receive any Scheme Consideration.
In addition to the matters outlined above, if the Scheme does not proceed:
(a)

Perilya will continue to be listed on the ASX.

(b)

Decisions in relation to the future of Perilya will continue to be taken by the Perilya
Board. Perilya anticipates that it will retain all of its current employees and
continue to operate in its current form.

(c)

Perilya will continue to be exposed to the risk factors outlined in Section 7.

In addition, depending on the circumstances of the Scheme not proceeding, a break fee
may be payable by Perilya to Zhongjin, or vice versa, under the Scheme Implementation
Agreement. However, a break fee will not be payable if the Scheme does not proceed
solely as a result of the Scheme Resolution not being passed by the Requisite Majority of
Participating Shareholders at the Scheme Meeting. Refer to Section 4.9 for further details
regarding the break fee arrangements.
Refer to Section 4.11 for further details regarding the Perilya Directors’ intentions if the
Scheme does not proceed.
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3.

FREQUENTLY ASKED QUESTIONS

3.1

An overview of the Scheme
What is the Scheme?

A scheme of arrangement is a legal arrangement between a
company and its shareholders, and involves a company putting
forward a proposal to its shareholders for them to consider
and, if thought fit, approve. Before a scheme of arrangement
can come into effect, it must be approved by the shareholders
at a meeting (usually referred to as a scheme meeting), by:


unless the Court orders otherwise, a majority in number
(more than 50%) of the shareholders present and voting
at the scheme meeting (either in person or by proxy,
corporate representative or attorney); and



at least 75% of the total number of votes cast on the
resolution at the scheme meeting by shareholders entitled
to vote on the resolution,

and it must also be approved by the Court after that meeting.
Once a scheme of arrangement is approved by shareholders
and the Court, it binds all shareholders to the proposal
(including those who may have voted against it or may not
have voted at all).
The terms of the Scheme are set out in full in Annexure C to
this Scheme Booklet.
What will be the effect
of the Scheme?

The Scheme is a members’ scheme of arrangement under Part
5.1 of the Corporations Act proposed between Perilya and
Scheme Shareholders as at the Scheme Record Date.
If the Scheme becomes Effective:

What approvals of
Perilya Shareholders
are required?



Zhongjin will acquire all of the Perilya Shares except
those held by the Excluded Shareholders as at the
Scheme Record Date; and



Scheme Shareholders who participate in the Scheme will
be paid the Scheme Consideration for each Perilya Share
held as at the Scheme Record Date.

The Scheme can only proceed if the Scheme Resolution is
passed by the Requisite Majority of Participating Shareholders
at the Scheme Meeting.
Section 4.2 provides details of the required voting majority for
the Scheme Resolution to be passed.
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Who are the
Independent Directors
and what do they
recommend?

The Independent Directors are Paul Arndt, Patrick O’Connor
and Anna Liscia.
The Independent Directors unanimously recommend that you
approve the Scheme by voting in favour of the Scheme
Resolution, in the absence of a Superior Proposal.
The Independent Directors have carefully considered the
potential advantages and disadvantages of the Scheme, as set
out in Section 2, and believe that the Scheme is in the best
interests of Scheme Shareholders.
Paul Arndt is the only Perilya Director who holds Perilya
Shares and intends to vote the Perilya Shares that he owns or
controls in favour of the Scheme in the absence of a Superior
Proposal emerging.
The other Perilya Directors (Messrs Zhang, Wang and Han
who were appointed to the Perilya Board following shareholder
approval as part of Perilya’s share placement and strategic
alliance with Zhongjin in 2009) do not desire to make and do
not consider it appropriate to make any recommendations with
respect to the Scheme due to their association with Zhongjin.
Section 2 provides further details of the Independent Directors’
recommendation.

What is the
Independent Expert’s
conclusion?

EY is the Independent Expert that was commissioned to
assess the merits of the Scheme.
EY has concluded that the Scheme is in the best interests of
Scheme Shareholders, in the absence of a Superior Proposal.
The reasons why EY reached these conclusions are set out in
the Independent Expert’s Report, which can be found in
Annexure A.

What are the
prospects of receiving
a Superior Proposal?

Until the Scheme is approved by the Requisite Majority of
Scheme Shareholders, there is nothing preventing other
parties from making unsolicited acquisition proposals for
Perilya.
Your Directors may consider an unsolicited proposal that is, or
is likely to result in, a Superior Proposal for Perilya, but they
and Perilya may not solicit competing proposals. If a Superior
Proposal for Perilya emerges prior to the Scheme Meeting,
your Independent Directors will carefully consider the proposal
and will inform you of any material developments.

Who are the Excluded
Shareholders?

Zhongjin and any Related Body Corporate of Zhongjin which
holds Perilya Shares is an Excluded Shareholder in that it is
excluded from voting any Perilya Shares at the Scheme
Meeting and from participating in the Scheme (meaning their
Perilya Shares will not be acquired by Zhongjin under the
Scheme).
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What should I do?

You should read this document carefully and in its entirety and
then vote by attending the Meeting in person or, if you cannot
attend the Meeting in person, you should appoint a proxy,
attorney or corporate representative (in the case of a corporate
Perilya Shareholder) to attend and vote on your behalf.
Full details on who is eligible to vote and how to vote are
contained in Section 4.14.

3.2

The Scheme Consideration
Will I be entitled to
participate
in
the
Scheme?

Yes, provided:


all approvals and conditions for the Scheme are satisfied
or waived (as applicable); and



you are registered as a Perilya Shareholder (and are not
an Excluded Shareholder) as at the Scheme Record Date
(currently scheduled to be 16 December 2013).

What will I get in
exchange
for
my
Perilya Shares under
the Scheme?

If the Scheme is approved and implemented, you will receive
from Zhongjin $0.35 cash for each Perilya Share you hold as at
the Scheme Record Date.

Is Zhongjin bound to
provide the Scheme
Consideration?

Yes – under the Scheme and the Deed Poll, Zhongjin must
(subject to the Scheme becoming Effective) provide the
Scheme Consideration to Scheme Shareholders on the
Implementation Date (which is currently scheduled to be 19
December 2013).
Under the Scheme, Scheme Shareholders appoint Perilya as
their agent and attorney to enforce the Deed Poll on their
behalf, with such appointment to take effect upon the Scheme
becoming Effective.

When will I be paid the
Scheme
Consideration?

If the Scheme is approved and implemented, it is expected,
based on the current indicative timetable, that the Scheme
Consideration will be paid to Scheme Shareholders on the
Implementation Date (which is currently scheduled to be 19
December 2013).

What are the tax
consequences of the
Scheme for me?

Section 8 provides a general description of the Australian
income tax, capital gains tax, GST and stamp duty implications
for Scheme Shareholders who dispose of their Perilya Shares
in accordance with the Scheme.
You should consult with your own tax adviser regarding the
consequences of disposing of Perilya Shares in accordance
with the Scheme in light of current tax laws and your particular
investment circumstances.

Will I have to pay any
brokerage?

No, you will not have to pay any brokerage fees in connection
with the Scheme.
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3.3

Approvals and conditions of the Scheme
What are the Scheme
Conditions?

A summary of the outstanding Scheme Conditions is set out in
Section 4.6.
The Scheme Conditions are set out in full in clause 3.1 of the
Scheme Implementation Agreement, a copy of which is
included in Annexure B.

Can all the Scheme
Conditions be waived?

No – the Scheme Conditions relating to Participating
Shareholder and Court approval of the Scheme cannot be
waived, nor can the Scheme Condition that no court order or
injunction is issued or other legal restraint or prohibition being
in effect that prevents the Implementation of the Scheme. If
these Scheme Conditions are not satisfied, the Scheme will not
proceed. The other Scheme Conditions may be waived by the
party for whose benefit the condition operates or, where the
Scheme Condition operates for the benefit of both parties, by
the consent of both parties.

What happens if the
Resolution
is
approved
at
the
Meeting?

If the Scheme Resolution is passed at the Meeting, Perilya will
apply to the Court for orders approving the Scheme.
At the hearing on the Second Court Date, each of Perilya and
Zhongjin will provide a certificate to the Court confirming
whether or not the Scheme Conditions (other than the
condition relating to Court approval) have been satisfied or (if
applicable) waived in accordance with the Scheme
Implementation Agreement.

What happens if the
Scheme is approved
by the Court?

If the Scheme is approved by the Court at the Second Court
Date, Perilya will lodge the Court orders with ASIC on the
same day following the Court approval at which time the
Scheme will become Effective.

When will the Scheme
become Effective?

It is presently expected that the Effective Date will be 9
December 2013. If the Effective Date has not occurred before
3 March 2014, Perilya and Zhongjin will each have a right to
terminate the Scheme Implementation Agreement if they are
unable to agree to extend that date. In this event, the Scheme
will not proceed.

What happens after
the Scheme becomes
Effective?

Perilya Shares will be suspended from further trading on the
ASX from the close of trading on the Effective Date.
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What happens on the
Implementation Date?

On the Implementation Date, subject to Zhongjin paying (or
procuring payment of) the aggregate amount of the Scheme
Consideration in the manner contemplated by the Scheme,
Zhongjin will become the holder of all the Perilya Shares held
by Scheme Shareholders as at the Scheme Record Date.
It is presently expected that the Scheme Consideration will be
paid to Scheme Shareholders who are entitled to receive those
payments on the Implementation Date.
It is presently expected that the Implementation Date will be 19
December 2013.

Where can I find more
information on the
Scheme?

This Scheme Booklet
concerning the Scheme.

provides

important

information

However, if you require further information in relation to the
Scheme or the Scheme Resolution you should contact the
Perilya shareholder communication line on 1300 729 381
(within Australia) or +61 3 9946 4462 (outside Australia) at any
time between 9.00am and 5.00pm on Monday to Friday.
Alternatively please contact your legal, financial, investment or
other professional advisor.

3.4

Scheme Meeting, voting and approvals
What is the Scheme
Resolution?

The Scheme Resolution is a resolution to approve the
Scheme. It will be voted on at the Scheme Meeting and is set
out in the Notice of Scheme Meeting set out in Annexure E.

When and where will
the Scheme Meeting
be held?

The Scheme Meeting will be held at 10.30am (WST) on
Monday, 2 December 2013 at Conference Suite, Level 8,
Exchange Plaza Building, Perth, Western Australia.

What vote is required
to
approve
the
Scheme?

Approval of the Scheme requires at least 50% of the
Participating Shareholders who vote on the Scheme
Resolution to vote in favour of that resolution and then their
votes must be at least 75% of the total number of votes cast on
the Scheme Resolution.
The Excluded Shareholders will not vote on the Scheme
Resolution at the Scheme Meeting.

Is voting compulsory?

No, voting is not compulsory. However, your vote is important.
If you cannot attend the Scheme Meeting scheduled to be held
on 2 December 2013 you should complete and return the
proxy form enclosed with this Scheme Booklet.
For further details regarding voting and submitting proxy forms
for the Scheme Meeting, see Section 4.14.
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What happens if I do
not vote?

If the Scheme is approved, your Perilya Shares will be
transferred to Zhongjin in consideration for $0.35 per Perilya
Share.
If the Scheme is not approved, Perilya will remain an
independent company and you will remain a Perilya
Shareholder.

How do I vote?

You can vote on the Scheme by doing one of the following:


by attending and voting at the Scheme Meeting in person;



by appointing a proxy to vote on your behalf;



by appointing an attorney to vote on your behalf; or



in the case of a corporation which is a Perilya
Shareholder, by appointing an authorised corporate
representative to attend and vote on its behalf.

If you choose to vote by proxy or power of attorney, your
completed proxy form or power of attorney needs to be
received by the Perilya Registry, or registered online at
www.investorvote.com.au or www.intermediaryonline.com (for
custodian subscribers only), by no later than 10.30am (WST)
on 30 November 2013.
Please refer to Section 4.14 for further details on how to vote.
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4.

THE PROPOSAL – OVERVIEW AND VOTING REQUIREMENTS
Set out below is a summary of the key features of the Scheme. This summary should be
read in conjunction with the additional detailed information for Perilya Shareholders set out
in this Scheme Booklet.

4.1

Scheme Implementation Agreement
On 3 September 2013, Perilya and Zhongjin entered into the Scheme Implementation
Agreement pursuant to which Zhongjin has agreed to acquire all Perilya Shares which it
does not already own, in consideration for the payment of the Scheme Consideration. The
Scheme Implementation Agreement sets out obligations of both Perilya and Zhongjin in
relation to the Scheme. It also includes the conditions to which the Scheme is subject (that
is, the Scheme Conditions).
A copy of the Scheme Implementation Agreement was lodged with the ASX on 4 September
2013 by Perilya and is included in Annexure B.

4.2

Approvals required from Perilya Shareholders and the Court
For the Scheme to take effect, section 411(4) of the Corporations Act requires a meeting of
Perilya Shareholders to be held, at which the Scheme must be agreed to by a resolution
passed by a majority in number of Participating Shareholders present and voting (either in
person or by proxy) at the Scheme Meeting and representing in aggregate not less than
75% of the votes cast on the resolution at the Scheme Meeting. Zhongjin and its Related
Bodies Corporate will not vote at the Scheme Meeting. The result of the Scheme Meeting
must then be provided to the Court, which will consider whether or not to approve the
Scheme
On 28 October 2013, the Court made the requisite orders that the Scheme Meeting be
convened and that this Scheme Booklet be dispatched to Perilya Shareholders. The
Scheme Meeting will be held on 2 December 2013.

4.3

What will happen under the Scheme?
If the Scheme is approved by Participating Shareholders and the Court (as discussed in
Section 4.2), and subject to the satisfaction or waiver of the Scheme Conditions set out in
Section 4.6, all Scheme Shareholders who hold Perilya Shares as at the Scheme Record
Date will participate in the Scheme, whether or not they voted for the Scheme (and even if
they voted against the Scheme).
If the Scheme is approved and implemented:
(a)

each Scheme Shareholder will receive the Scheme Consideration in exchange for
each Perilya Share held by them as at the Scheme Record Date;

(b)

the Perilya Shares held by Scheme Shareholders will be transferred to Zhongjin;

(c)

Perilya will become a wholly-owned subsidiary of Zhongjin; and

(d)

Perilya will be removed from the official list of ASX.

The detailed terms of the Scheme are set out in Annexure C. In support of its obligations to
pay the Scheme Consideration under the Scheme Implementation Agreement, Zhongjin has
executed the Deed Poll in favour of Scheme Shareholders (see Annexure D).

4.4

Payment of Scheme Consideration
If the Scheme is approved and implemented, it is expected, based on the current indicative
timetable, that the Scheme Consideration will be paid as follows:
(a)

no later than one Business Day before the Implementation Date, Zhongjin will pay
or procure the payment of an amount equal to the total Scheme Consideration into
a special purpose trust account; and

(b)

on the Implementation Date (which is currently scheduled to be 19 December
2013), Perilya will pay the Scheme Consideration to Scheme Shareholders.
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If the Scheme does not proceed to implementation, the Scheme Consideration will not be
paid.

4.5

Method of payment
The Scheme Consideration will be paid:

4.6

(a)

if a Scheme Shareholder has a payment direction for an Australian bank account
recorded with the Perilya Registry as at the Scheme Record Date, by direct credit
to that account; or

(b)

otherwise, by a cheque drawn in Australian currency sent to the Scheme
Shareholder by pre-paid post to their address as recorded in the Perilya Registry
as at the Scheme Record Date.

Scheme Conditions
The implementation of the Scheme is subject to a number of Scheme Conditions which are
set out in section 3.1 of the Scheme Implementation Agreement (contained in Annexure B).
The Scheme Conditions that remain outstanding as at the date of this Scheme Booklet are
summarised as follows:
(a)

Zhongjin receiving approval for the acquisition of all of the Scheme Shares for the
purposes of the Foreign Acquisitions and Takeovers Act 1975 (Cth) and the
Commonwealth Government’s foreign investment policy;

(b)

Zhongjin receives all necessary Australian and foreign regulatory approvals,
consents and waivers including from the ASX and ASIC;

(c)

Zhongjin receives all approvals, consents and authorisations as required in
connection with the transaction from:
(i)

the Guangdong Development and Reform Commission of the People’s
Republic of China;

(i)

the State Administration of Foreign Exchange; and

(ii)

the Ministry of Commerce of the People’s Republic of China;

(d)

Zhongjin receives a waiver from each person who is entitled to exercise any right
under any provision of a Material Contract that entitles the person to terminate or
modify the contract as a result of the entry into the Scheme Implementation
Agreement by Perilya or the implementation of the Scheme or the transaction, in
each case on an unconditional basis or on conditions satisfactory to Zhongjin in its
absolute discretion;

(e)

no court order or injunction is issued or other legal restraint or prohibition being in
effect that prevents the Implementation of the Scheme;

(f)

the Scheme Resolution is passed by a Requisite Majority of Participating
Shareholders at the Scheme Meeting;

(g)

the Court approves the Scheme;

(h)

a copy of the Court orders approving the Scheme is lodged with ASIC;

(i)

no Perilya Material Adverse Change occurs or becomes apparent before the
Second Court Date;

(j)

no Perilya Prescribed Occurrence occurring before the Second Court Date;

(k)

the warranties made by Perilya that are qualified as to materiality being true and
correct, and the warranties made by Perilya that are not so qualified being true
and correct in all material respects, as at the Second Court Date;

(l)

the warranties made by Zhongjin that are qualified as to materiality being true and
correct, and the warranties made by Zhongjin that are not so qualified being true
and correct in all material respects, as at the Second Court Date;

(m)

the price of lead as quoted on the London Metal Exchange does not fall and
remain below USD$1700 per metric tonne for 5 (five) consecutive London Metal
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Exchange “trading days” from the date of the Scheme Implementation Agreement
until the Second Court Date;
(n)

the price of zinc as quoted on the London Metal Exchange does not fall and
remain below USD$1500 per metric tonne for 5 (five) consecutive London Metal
Exchange “trading days” from the date of the Scheme Implementation Agreement
until the Second Court Date; and

(o)

the price of copper as quoted on the London Metal Exchange does not fall and
remain below USD$6000 per metric tonne for 5 (five) consecutive London Metal
Exchange “trading days” from the date of the Scheme Implementation Agreement
until the Second Court Date.

Each of the Scheme Conditions, other than the Court approval condition, must be satisfied
or (if applicable) waived before 8.00am on the Second Court Date. The Scheme Conditions
relating to Participating Shareholder and Court approval of the Scheme cannot be waived,
nor can the Scheme Condition that no court order or injunction is issued or other legal
restraint or prohibition being in effect that prevents the Implementation of the Scheme. If
these Scheme Conditions are not satisfied, the Scheme will not proceed. The other Scheme
Conditions may be waived by the party for whose benefit the condition operates or, where
the condition operates for the benefit of more than one party, by each such party.
As at the date of this Scheme Booklet, the Independent Directors are not aware of any
reason why any Scheme Condition referred to above is not likely to be satisfied in the time
required by the Scheme Implementation Agreement.

4.7

Scheme Conditions that have already been satisfied
As at the date of this Scheme Booklet, the following Scheme Conditions have been
satisfied:

4.8

(a)

the Independent Expert has concluded that the Scheme is in the best interests of
Scheme Shareholders. A copy of the Independent Expert’s Report is contained in
Annexure A;

(b)

Perilya has entered into agreements with the holders of all Perilya Options for the
cancellation of the Perilya Options for nil consideration prior to the Second Court
Date; and

(c)

Perilya has amended the terms of the Perilya Long Term Incentive Plan to include
a new clause which will operate to automatically accelerate vesting of all Perilya
Performance Rights if the Court approves the Scheme at the hearing on the
Second Court Date. Refer to Section 9.12 for a summary of the proposed
arrangements in respect of the Perilya Performance Rights.

Exclusivity restrictions
The Scheme Implementation Agreement includes ‘no shop’, ‘no talk’ and ‘no due diligence’
restrictions on Perilya. These restrictions apply to Perilya from the date of the Scheme
Implementation Agreement (3 September 2013) until the earlier of the Effective Date and
the termination of the Scheme Implementation Agreement (Restriction Period).
Under the ‘no shop’ restrictions, during the Restriction Period, Perilya must ensure that
neither it, nor any of its representatives, directly or indirectly solicit, invite, facilitate, initiate or
encourage the submission of, any enquiries, negotiations or discussions, or communicate to
any person an intention to do any of these things which might lead to obtaining any
expression of interest, offer or proposal from any other person in relation to a Competing
Proposal.
Under the ‘no talk’ and ‘no due diligence’ restrictions, during the Restriction Period, Perilya
must not, and must ensure that its representatives do not:
(a)

directly or indirectly enter into or participate in any discussions or negotiations with
any person regarding a Competing Proposal;

(b)

grant any other person any right or access to conduct due diligence investigations
in respect of any of its Subsidiaries;
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(c)

enter into any agreement, arrangement or understanding in relation to, or which
might lead to, a Competing Proposal; or

(d)

endorse, or propose to endorse, any Competing Proposal,

even if that Competing Proposal was not directly solicited, invited, encouraged or initiated by
Perilya or has been publicly announced.
In addition, during the Restriction Period, Perilya must notify Zhongjin of any approach,
inquiry or proposal made to, and any attempt to initiate negotiations or discussions with,
Perilya or any of its representatives with respect to any Competing Proposal, or of any
request for information relating to Perilya or a Subsidiary which Perilya reasonably suspects
may relate to a current or future Competing Proposal.
Zhongjin also has a right to match any Competing Proposal received by Perilya which
Perilya must, in the absence of a Superior Proposal for Perilya, proceed exclusively with.
The ‘no talk’ and ‘no due diligence’ restrictions and the notification obligations do not apply
to the extent they restrict Perilya or the Independent Directors from responding to a bona
fide unsolicited Competing Proposal provided the Independent Directors have determined in
good faith and acting reasonably that the Competing Proposal is bona fide and could
reasonably be a Superior Proposal for Perilya and have determined (after receiving written
legal advice) that failing to respond would in Perilya’s reasonable opinion be likely to
constitute a breach of the Independent Directors’ fiduciary and statutory duties.
Refer to clause 12 of the Scheme Implementation Agreement for full details of the
exclusivity restrictions applicable to Perilya.

4.9

Break fees
Perilya and Zhongjin have each agreed under the Scheme Implementation Agreement to
pay the other a break fee (described as a “Transaction Fee” in the Scheme Implementation
Agreement) in certain circumstances.
Perilya will be obliged to pay a break fee of $600,000 to Zhongjin if:
(a)

the Independent Directors (or any one of them) make a public statement that
withdraws or qualifies their support for the Scheme, or sell or express an intention
to sell Shares in which they have a Relevant Interest into, or vote or express an
intention to vote such Shares in support of, a Competing Proposal, or acts in a
manner inconsistent with obtaining approval for the Scheme;

(b)

a Competing Proposal is announced and the proponent of that Competing
Proposal acquires a Relevant Interest in at least 25% of Perilya’s Shares; or

(c)

Zhongjin terminates the Scheme Implementation Agreement as a result of a
Perilya Prescribed Occurrence or an unremedied breach of Perilya’s obligations
under that agreement (refer to clause 11 of the Scheme Implementation
Agreement for full details of Zhongjin’s termination rights).

Zhongjin will be obliged to pay a break fee of $600,000 to Perilya if Perilya terminates the
Scheme Implementation Agreement as a result of Zhongjin becoming insolvent or an
unremedied breach of Zhongjin’s obligations under that agreement (refer to clause 11 of the
Scheme Implementation Agreement for full details of Perilya’s termination rights).
Under the Scheme Implementation Agreement, Perilya and Zhongjin have acknowledged
that, if the Scheme is not implemented, both parties will incur significant costs and in these
circumstances the parties consider the break fee of $600,000 to be reasonable and
appropriate in amount, structure and effect.
Perilya and Zhongjin will only be obliged to pay the break fee to the other to the extent that
such payment would not:
(a)

be unlawful;

(b)

involve a breach of directors’ duties; or

(c)

constitute unacceptable circumstances.
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Refer to clause 13 of the Scheme Implementation Agreement for full details of the break fee
arrangements.

4.10

What will happen if the Scheme is not approved at the Scheme Meeting or is
not approved by the Court?
If the Scheme is not approved by a Requisite Majority of Participating Shareholders at the
Scheme Meeting or (having been approved at the Scheme Meeting) is not approved by the
Court, Zhongjin will not acquire your Perilya Shares under the Scheme and you will not
receive any Scheme Consideration. In addition, if the Scheme does not proceed:
(a)

Perilya will continue to be listed on the ASX.

(b)

Decisions in relation to the future of Perilya will continue to be taken by the Perilya
Board. Perilya anticipates that it will retain all of its current employees and
continue to operate in its current form.

(c)

Perilya will continue to be exposed to the risk factors outlined in Section 7.

In addition, depending on the circumstances of the Scheme not proceeding, a break fee
may be payable by Perilya to Zhongjin, or vice versa, under the Scheme Implementation
Agreement. However, a break fee will not be payable if the Scheme does not proceed
solely as a result of the Scheme Resolution not being passed by the Requisite Majority of
Participating Shareholders at the Scheme Meeting. Refer to Section 4.9 for further details
regarding the break fee arrangements.
Refer to Section 4.11 for further details regarding the Directors intentions if the Scheme
does not proceed.
The Independent Directors believe that if the Scheme is not approved, then the price of
Shares may fall.

4.11

If the Scheme does not proceed
If the Scheme does not proceed, the Directors intend to operate Perilya as a listed public
company as a base metals mining and exploration company. Perilya will continue to pursue
its operational and strategic growth objectives focused on the creation of value for all Perilya
Shareholders.
The Board has not formed any plans to make any significant changes to the business of
Perilya and in particular:
(a)

there will not be any immediate impact on Perilya employees. Perilya intends to
use its best endeavours to retain its current employees and employees of its
subsidiary entities;

(b)

to the extent economically feasible, there will not be any immediate impact on the
Company’s mining operations in Australia or the Dominican Republic;

(c)

there will not be any immediate impact on Perilya’s suppliers and contracting
partners, other than there will be a greater focus on cost reduction programs in all
areas of operations; and

(d)

Perilya will continue to seek funding for its capital spend requirements in the short
and mid-term either through traditional methods such as procuring working capital
facilities or some form of equal access equity offering to Perilya Shareholders.

The Independent Directors have confidence in Perilya’s future as an independent entity.
However the Independent Directors are cognisant of the current environment in which
Perilya operates and note that there is a risk of any further equal access equity offerings
having a dilutionary impact on Minority Shareholders if Minority Shareholders choose not to
or are unable to participate. The Independent Directors also note that notwithstanding
Perilya, through the support of Zhongjin, has developed strong relationships with reputable
international financial institutions, there is no absolute certainty regarding future roll over of
working capital facilities as they become due, Perilya has no rights to require roll over of its
working capital facilities, and any further roll-overs will be at the sole discretion of Perilya’s
financiers.
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Despite the confidence of the Independent Directors in the future of Perilya as an
independent entity if the Scheme does not proceed, they nonetheless believe that the
Scheme is in the best interests of Scheme Shareholders, in the absence of a Superior
Proposal. As at the date of this Scheme Booklet, no Superior Proposal has emerged.
The Independent Directors believe that if the Scheme is not approved, then the price of
Perilya Shares may fall.
For further details, please refer to paragraph 7.5.1 of the Independent Expert’s Report (set
out in Annexure A).

4.12

Determination of persons entitled to Scheme Consideration
(a)

Dealings on or prior to the Scheme Record Date
For the purpose of establishing the persons who are Scheme Shareholders,
dealing in Perilya Shares will only be recognised if:
(i)

in the case of dealings of the type to be effected using CHESS, the
transferee is registered in the Perilya Register as the holder of the
relevant Perilya Shares on or before the Scheme Record Date; and

(ii)

in all other cases, registrable transfers or transmission applications in
respect of those dealings are received on or before the Scheme Record
Date at the place where the Perilya Register is kept.

Perilya will not accept for registration or recognise for the purpose of establishing
the persons who are Scheme Shareholders, any transfer or transmission
application in respect of Perilya Shares received after the Scheme Record Date
(other than a transfer of Perilya Shares to Zhongjin in accordance with the
Scheme), or received prior to the Scheme Record Date but not in registrable form.
(b)

Dealings after the Scheme Record Date
For the purpose of determining entitlements to the Scheme Consideration, Perilya
will from the Scheme Record Date until the Scheme Consideration has been paid
to Scheme Shareholders in accordance with the Scheme, maintain the Perilya
Register in the form it is in as at the Scheme Record Date, which will solely
determine entitlements to the Scheme Consideration.
Each entry current on the Perilya Register (other than entries on the Perilya
Register in respect of Zhongjin) will cease to be of any effect after the Scheme
Record Date, other than as evidence of entitlement to the Scheme Consideration
in respect of the Perilya Shares relating to that entry.
All statements of holding for Perilya Shares (other than statements of holding in
favour of Zhongjin) will, after the Scheme Record Date, cease to have effect as
documents of title in respect of such Perilya Shares.

4.13

Sunset date
If the Scheme has not become Effective on or before 3 March 2014 or a later date agreed
by Perilya and Zhongjin, either Perilya or Zhongjin is able to terminate the Scheme
Implementation Agreement. If the Scheme Implementation Agreement is terminated, the
Scheme will not proceed.

4.14

Meeting details and instructions on how to vote
(a)

The Scheme Meeting will be held at 10.30am (WST) on Monday, 2 December
2013 at Conference Suite, Level 8, Exchange Plaza Building, Perth, Western
Australia.

(b)

The approval threshold for the Scheme Resolution is a majority in number (i.e.
more than 50%) of Participating Shareholders present and voting at the Scheme
Meeting (whether in person or by proxy, attorney or, in the case of bodies
corporate, corporate representative), who together hold at least 75% of the votes
cast on the Scheme Resolution.
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(c)

Participating Shareholders registered on the Perilya Register at 7.00pm (AEDT) on
1 December 2013 will be entitled to attend and vote at the Scheme Meeting.
Voting will be conducted by poll.

(d)

Voting in Person
To vote in person at a Meeting, Participating Shareholders must attend the
Meeting. A Participating Shareholder entitled to attend and vote at a Meeting will
be admitted to the Meeting upon providing evidence of his or her name and
address at the point of entry to the Meeting.

(e)

Voting by proxy or attorney
The Proxy Form is enclosed with this Scheme Booklet. Participating Shareholders
wishing to appoint a proxy to attend and vote at a Meeting must complete and
return the Proxy Form in accordance with the instructions on it. There are a
number of ways Proxy Forms may be submitted:
(i)

Mail: Sent to the Perilya Registry (using the reply paid envelope
enclosed with this Scheme Booklet), addressed to GPO Box 242,
Melbourne, Victoria 3001;

(ii)

Hand Delivery: Delivered during business hours to the Perilya Registry at
Level 2, 45 St George’s Terrace, Perth, Western Australia;

(iii)

Fax: Sent to 1800 783 447 (within Australia) or +61 3 9473 2555 (outside
Australia); or

(iv)

Online:
Lodged
at
www.investorvote.com.au
www.intermediaryonline.com (for custodian subscribers only).

or

Proxy Forms must be received by the Perilya Registry by 10.30am (WST) on 30
November 2013. If you have an attorney sign a Proxy Form on your behalf, the
original or a certified copy of the power of attorney or other evidence of your
attorney’s authority must be received by the Perilya Registry at the same time as
the Proxy Form (unless previously provided to the Perilya Registry).
A proxy will be admitted to a Meeting upon providing evidence of their name and
address at the point of entry to the Meeting.
Participating Shareholders who have returned a Proxy Form may revoke the proxy
by attending and voting at the Meeting.
(f)

Voting by attorney
Participating Shareholders may have an attorney attend and vote at a Meeting on
their behalf. Persons attending a Meeting as an attorney should bring to the
Meeting the original or a certified copy of the power of attorney under which they
have been authorised to attend and vote at the meeting.

(g)

Voting by corporate representative
Participating Shareholders who are bodies corporate may have a corporate
representative attend and vote at a Meeting on their behalf. The appointment must
comply with section 250D of the Corporations Act. Persons attending a Meeting as
a corporate representative should bring to the Meeting evidence of their
appointment, including any authority under which the document appointing them
as corporate representative was signed.

(h)

Further information
Please refer to the Notice of Scheme Meeting in Annexure E for further
information on voting procedures and details of the Resolution to be voted on at
the Meeting (including who is entitled to vote on the Resolution).
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4.15

Perilya shareholder communication line
If, after reading this Scheme Booklet, you require any further information, please call the
Perilya shareholder communication line on 1300 729 381 (within Australia) or +61 3 9946
4462 (outside Australia) at any time between 9.00am and 5.00pm on Monday to Friday.
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5.

OVERVIEW OF PERILYA

5.1

Background
Perilya Limited (ASX code: PEM) is an Australian base and precious metals mining and
exploration company which owns and operates the iconic Southern Operations zinc, lead
and silver mine in Broken Hill NSW, the Potosi/Silver Peak zinc, lead, silver development
project in Broken Hill NSW and the Cerro de Maimón Copper, Gold and Silver mine in the
Dominican Republic.
Perilya's exploration and development interests include projects throughout Australia, the
Dominican Republic, Quebec Canada and in the state of Sabah in Malaysia. The
company’s principal Australian projects are located in Broken Hill (New South Wales),
Mount Oxide (Mount Isa, Queensland) and Flinders (South Australia) regions. In addition,
Perilya holds prospective gold exploration tenements in Western Australia’s goldfields
region, Queensland and Malaysia.

5.2

Operations
Broken Hill
Perilya’s Southern Operations underground mine produces two main products: a zinc
concentrate and a lead concentrate. Ore mined is crushed underground and hoisted to the
surface to be treated in the concentrator which is situated in the heart of Southern
Operations mine. After completion of the treatment process, lead and zinc concentrates are
railed from Southern Operations to the Company’s bulk loading facility at Port Pirie in South
Australia for export.
Perilya's production from its Broken Hill Project was approximately 76,900 tonnes of
contained zinc, 54,100 tonnes of contained lead and 1,576,000oz of contained silver for the
year ended 31 December 2012.
The Company has also commenced trial mining and treatment of ore from its Potosi/Silver
Peak deposit (located approximately 2kms from the Broken Hill town centre). Ore mined is
trucked to the Southern Operations concentrator for processing and resultant lead and zinc
concentrates are also railed to Port Pirie for export.
Dominican Republic
Perilya carries out mining operations at its low cost open pit Cerro de Maimón copper, gold
and silver mine in the Dominican Republic. The mine is located in the municipality of
Maimón which is approximately 70km northwest of Santo Domingo, the capital of the
Dominican Republic.
The deposit is a typical volcanic-hosted exhalative massive sulphide body (VMS type).
Mining activities are performed by a contractor using a fleet of articulated trucks, rigid body
trucks and hydraulic excavators. Mined ore is trucked to the appropriate sulphide and oxide
ore stockpiles. The mine has separate processing facilities for sulphide and oxide ores.
Copper, gold and silver concentrate is produced from the sulphide ores and gold silver
precipitate is produced from the oxide ores. The copper concentrate is trucked to the Port of
Río Haina on the southern coast of the Dominican Republic where it is blended, loaded and
shipped in bulk to overseas customers.
The gold-silver precipitate is loaded into containers at the mine and either trucked to port for
shipment or sent by air freight to overseas customers.
For further details relation to Perilya’s operations, see Perilya 2012 Annual Report located
at:
http://www.perilya.com.au/articles/annual-report-for-the-year-ended-31-december2012/Year_Ended_31_December_2012_Annual_Report.pdf
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5.3

Availability of documents relating to Perilya
The statutory accounts for the half year ended 30 June 2013 were provided to ASX on 30
August 2013 and statutory accounts for the full year ending 31 December 2012 were
provided to the ASX on 28 February 2013.
Perilya Shareholders who would like to obtain a copy of either Perilya’s full or half year
account may request a copy by calling +61 8 6330 1000. These documents are also
available on the Perilya Website.
As an ASX listed company and a “disclosing entity” under the Corporations Act, Perilya is
subject to regular reporting and disclosure obligations. Perilya’s recent announcements are
available on the Perilya Website and also on the ASX Website. Further announcements
concerning developments at Perilya will continue to be made available on these websites
after the date of this Scheme Booklet.

5.4

Capital structure
As at the date of this Scheme Booklet, there were 769,316,426 Perilya Shares on issue.
In addition, Perilya has:
(a)

5,193,014 Perilya Options on issue under Perilya’s Employee Share Option Plan;
and

(b)

7,828,638 Perilya Performance Rights on issue under the Perilya Long Term
Incentive Plan.

Both plans (and grants of Perilya Options or Perilya Performance Rights to Perilya
Directors) have been approved by Perilya Shareholders at annual general meeting.
See Section 9.12 for a summary of the proposed arrangements in respect of the Perilya
Performance Rights and Section 9.15 for a description of the ASX waiver that Perilya has
received to give effect to these proposed arrangements.
Perilya has entered into agreements with the holders of all Perilya Options for the
cancellation of the Perilya Options for nil consideration prior to the Second Court Date.

5.5

Recent share price
The latest recorded price of Perilya Shares on ASX on 30 August 2013 (i.e. the date on
which Perilya went into trading halt pending further announcement) was $0.22. The last
market sale price of Perilya Shares on ASX on 28 October 2013, being the last practicable
date on which Perilya Shares, traded on ASX prior to the date of this Scheme Booklet was
$0.33.
The VWAP of Perilya Shares on ASX for the one, three and six month periods prior to 30
August 2013 were $0.189, $0.167 and $0.214 respectively.
The current price of Perilya Shares on ASX can be obtained from the Perilya Website or the
ASX Website.

5.6

Key risks
The key risks associated with the Scheme are contained in Section 7.

28

6.

INFORMATION ABOUT ZHONGJIN LINGNAN AND ZHONGJIN

6.1

Corporate profile
The acquiring entity Zhongjin (who currently owns 53.37% of Perilya) is a wholly owned
subsidiary of Zhongjin Lingnan. Zhongjin Lingnan is a publically listed company on the
Shenzhen Stock Exchange (Ticker: 000060) and is China’s third largest zinc producer.
Zhongjin Lingnan’s principal activity is the mining and processing of lead, zinc and other
non-ferrous metals. It is also engaged in trading, building materials, transportation, real
estate and high technology industries. Zhongjin Lingnan is one of the largest integrated
lead and zinc mine and smelter operators in China and has been operating for over 50
years.
Zhongjin Lingnan operates with an independent Board and as a listed company Zhongjin
Lingnan must comply with the rules of the Shenzhen Stock Exchange, Chinese corporations
law and all local laws of the regions in which it operates.
Zhongjin Lingnan derives its origin from its predecessors Shenzhen Zhongjin Industrial
Company Limited (Nonfemet) and China Nonferrous Industry (Shenzhen) Joint Company.
Zhongjin was founded on 1 September 1984, under the name “China Nonferrous Industry
(Shenzhen) Joint Company”, which was registered with a capital of RMB50 million through
the merger of China Nonferrous Industry General Company and China Nonferrous Industry
Guangzhou Company with Shenzhen Nonferrous Industry Company. Initially, the joint
company had seven subsidiaries operating independently as corporations.
The establishment of the joint company marked the first step towards the reshuffle of
China’s nonferrous industry. Zhongjin Lingnan achieved rapid growth in the special
economic zone, where trading and processing of nonferrous metal has been actively
encouraged. In the early 1990s, the joint company had incorporated 60 companies with
independent corporate status into a group, including 17 wholly-owned subsidiaries, 13
associated enterprises, 22 joint ventures and 8 bodies under custody. During this period,
Zhongjin Lingnan’s business expanded to trade, export and import, technical development,
warehousing, finance, stock trading, protective trade, futures, options, real estate
development, construction survey, design, construction, contracting, car rental, jewelry
processing and translation technology. With operations in over 10 fields, the company has
ultimately developed into an international group.
In April 1999, Zhongjin Lingnan successfully merged with Shaoguan Lingnan Lead & Zinc
Group to establish itself under its current name and structure.
In 2005 Zhongjin Lingnan was included into the SSE 300 Index constituent stocks.
In 2009 Zhongjin Lingnan acquired, through Zhongjin, a 50.1% interest in Perilya. Zhongjin
Lingnan’s beneficial interest in Perilya was subsequently increased to 52% (as a result of
Zhongjin’s full participation in Perilya’s 2009 pro rata non-renounceable rights issue) and is
currently 53.37% (as a result of Zhongjin’s full participation in Perilya’s 2011 pro-rata nonrenounceable rights issue).
As of 3 September 2013, Zhongjin Lingnan had a total of:
(a)

2,062,940,880 ordinary shares on issue (on average approximately 13,400,000
shares are traded in Zhongjin Lingnan per day);

(b)

211,913 individual shareholders; and

(c)

a total market capitalization of RMB15,286,392,000 (approximately US$2.5 billion).

For the year ended 31 December 2012, Zhongjin Lingnan reported an audited consolidated
net profit after tax of CNY533.99 million (approximately A$95 million) with consolidated total
revenue of CNY18.44 billion (approximately A$3.27 billion). Zhongjin Lingnan had total debt
of CNY6.98 billion (approximately A$1.24 billion) and total cash and equivalents of CNY1.19
billion (approximately A$211 million) as at 31 December 2012. Zhongjin's total assets as at
31 December 2012 were CNY14.07 billion (approximately A$2.5 billion) (exchange rate
adopted as at 9 Sept 2013: 5.639).
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6.2

History of relationship with Perilya
Zhongjin Lingnan first invested in Perilya in February 2009 and acquired a 50.1% interest in
Perilya through a share placement and strategic alliance approved by shareholders at
general meeting. Since commencement of the strategic alliance, Zhongjin Lingnan has
been a committed partner to Perilya as demonstrated by:
(a)

equity investment totalling approximately AUD$134,783,788, comprising:
(i)

(ii)
(iii)

AUD$45,464,560 (initial placement at Placement at 63% premium to 30
day VWAP in an environment when placements were being made at
heavy discounts due to the global financial crisis);
AUD$31,872,072 (2009 pro rata rights issue); and
AUD$57,447,156 (2011 pro rata rights issue).

(b)

its willingness to financially support Perilya’s Broken Hill operations through its
difficult transition in late 2008/early 2009 to an economically sustainable lower
production profile and the continuation of that support through subsequent periods
of historically low metal prices and a high Australian dollar against the US dollar;

(c)

its support for the redevelopment of the newly re-commissioned Potosi/Silver Peak
mine at Broken Hill in an environment of adverse metal prices and difficult
economic conditions;

(d)

supporting the capital expenditure commitment to allow for the up-grading of
Perilya’s Port Pirie storage and ship-loading facilities to allow the Company to, for
the first time, export lead concentrates and take advantage of more attractive spot
prices available overseas;

(e)

Zhongjin fully taking up its entitlements under the equal access non-renounceable
rights issues undertaken by Perilya in both 2009 and 2011, to underpin Perilya’s
capital requirements; and

(f)

Providing Perilya with access to its market intelligence of the concentrates markets
in China allowing Perilya to leverage Zhongjin Lingnan’s market strength, resulting
in improved terms for Perilya with both existing off-take customers and new offtake customers.

Zhongjin Lingnan has further supported Perilya through facilitating loans from third party
banks directly in favour of Perilya through its extensive relationships with overseas banks,
for example:
(a)

US$55 million to buy back 11.2 million ounces of silver previously sold under a
silver sale agreement (today’s value $300 million);

(b)

wholly unsecured working capital facilities in aggregate totalling US$95 million with
Industry and Commercial Bank of China, CDB and China Construction Bank; and

(c)

US$100 million facility to finance the acquisition of GlobeStar Mining Corporation.

From the commencement of Zhongjin Lingnan’s investment in Perilya at the beginning of
2009 and its support in allowing the Broken Hill mine to remain open, Perilya has been able
to invest and expend over $1 billion within Australia, with almost all of that investment going
into the local economy of Broken Hill (through wages, suppliers, contractors, local rates &
taxes and direct community initiatives amongst other things). In addition Perilya contributes
to the State of NSW through royalties and payroll tax together totalling around $30 million
and $12.3 million respectively and nationally through income taxes and pay-as-you go tax
payments (totalling some $61.4 million) during this period.
Since Zhongjin Lingnan’s investment, not only have they supported the maintenance of the
existing operations they have seen direct employee numbers grow at Broken Hill from 366
to 463, together with an increase in the numbers of contractors engaged.
The provision of financial support in periods of historically low metal prices and a high
Australian dollar against the US dollar demonstrates Zhongjin Lingnan’s on-going
commitment to Perilya.
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6.3

Zhongjin Lingnan Business overview
(a)

Description of key businesses
Zhongjin Lingnan’s main activities comprise mining and smelting operations. Its
key operations are the Shaoguan and Danxia Smelters and the Fankou lead and
zinc mine in China.
Fankou Mine
The primary mining asset of the company is the underground Fankou Mine,
located 48km north east of Shaoguan City in Guangdong Province. The mine
commenced production in 1968 and has a current capacity of 180,000 tonnes per
annum of lead and zinc metal in concentrate, with average ore grades of 4.89% for
lead and 9.12% for zinc.
Production from the Fankou Mine supplies approximately 50% of the feedstock
requirements of the Shaoguan and Danxia smelters. The two smelters together
produced 143,900 tonnes of refined zinc and lead metal and 11.45 tonnes of
refined silver in 2012. Production for 2012 was adversely affected due to the
shutdown of the Shaoguan smelter for a period of some months. Market guidance
for production from the two smelters for 2013 is 236,800 tonnes of refined zinc and
lead metal, in line with historical production.
Shaoguan Smelter
The Shaoguan Smelter is located 9km north east of Shaoguan City in Guangdong
Province. It was the first Chinese Smelter to apply the ISP pyro-metallurgical
process and is ISO9002 and ISO10012 certified. The capacity of the Shaoguan
smelter is 240,000 tonnes per annum of lead and zinc and 320,000 tonnes per
annum of sulfuric acid. The smelter has completed a technological enhancement
program, with the annual capacity increased to 300,000 tonnes of lead and zinc
and 400,000 tonnes of sulfuric acid at the end of 2008.
Danxia Smelter
The Danxia Smelter is located in Renhua Country, north east of Shaoguan City,
Guangdong Province, near the Fankou Mine. The annual capacity of the Danxia
smelter is 20,000 tonnes of zinc and 36,000 tonnes of sulfuric acid and was the
first Chinese smelter to adopt Pressure Leach Technology from Canada. The
smelter has also undertaken an expansion program, resulting in an increase in
2009 capacity to 100,000 tonnes of zinc.
For
further
information
relating
http://www.nonfemet.com:8000/index.php

(b)

to

Zhongjin

Lingnan

see:

Directors
Zhongjin Lingnan’s Board is comprised of 11 directors. A list of the current Board
members is as follows:


Mr Zhu Wei – Chairman.



Mr Zhang Shuijian – President and CEO.



Mr Guo Yong – Director.



Mr Dong Baoyu – Director.



Mr Chen Zhenliang – Non-Executive Director.



Mr Li Zezhong – Non-Executive Director.



Mr Xie Liang – Non-Executive Director.



Mr Chen Shaochun – Independent Director.



Mr Zhu Weiping – Independent Director.



Mr Xiong Chuxiong – Independent Director.
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6.4

Mr Yuan Zheng – Independent Director.

Rationale for the proposal
Zhongjin intends to use its financial strength to underpin Perilya’s investment and
development plans with respect to Perilya’s operations in Australia and the Dominican
Republic and suite of exploration and development projects. Full ownership of Perilya is
consistent with Zhongjin’s desire to ensure the long term future of Perilya’s current mining
operations in Australia and the Dominican Republic in challenging global economic times.
In the short to mid-term, Perilya will likely have capital requirements relating to, amongst
other things:
(a)

ramp up to full mining at the Potosi deposit in Broken Hill, NSW;

(b)

maintenance and further development of the Company’s Southern Operations
mine in Broken Hill;

(c)

further studies on future mine development such as the potential development and
re-opening of North Mine in Broken Hill and the potential to develop an
underground mine off the Cerro de Maimón open pit; and

(d)

introduction of a new zinc/cadmium removal circuit at Cerro de Maimón in the
Dominican Republic.

By further aligning Perilya with Zhongjin, Perilya will have greater access to capital required
to implement its investment and development plans.

6.5

Funding arrangements
(a)

Total Cash Consideration
Zhongjin’s offer is a 100% cash offer. If the Scheme is approved and implemented,
the total aggregate maximum amount of cash that Zhongjin would be required to
pay all Scheme Shareholders under the Scheme is approximately A$128.3 million
(Total Scheme Consideration).

(b)

Zhongjin internal borrowing arrangements
Zhongjin Lingnan (Zhongjin’s parent company) has agreed to provide Zhongjin
with all amounts required for Zhongjin to acquire all Scheme Shares held by
Scheme Shareholders.

(c)

Overview of funding arrangements
The necessary funds to pay the Total Scheme Consideration pursuant to the
Scheme will be met through Zhongjin Lingnan’s existing internal cash reserves.
The funds available from Zhongjin Lingnan’s existing internal cash reserves are
more than sufficient to fund the Total Scheme Consideration and all associated
transaction costs (see section 6.5(d) below).
Having regard to its estimated cash flows, Zhongjin Lingnan is of the opinion that it
has a reasonable basis for forming the view, and it holds the view, that it will be
able to pay the Total Scheme Consideration required for the acquisition of all
Scheme Shares held by Scheme Shareholders through its available existing
internal cash reserves.

(d)

Particulars of cash reserves
As at 30 June 2013, Zhongjin Lingnan reported cash reserves of approximately
USD$175m on deposit with international financial institutions (USD$188m as at 31
December 2012).

6.6

Intentions if Scheme is implemented
(a)

Overview
The intentions set out in this Section 6.6 have been formed on the basis of facts
and information concerning Zhongjin and the general business environment which
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is known to Zhongjin as at the time of preparing this Scheme Booklet. Final
decisions relating to these matters will only be made by Zhongjin in light of all
material facts and circumstances at the relevant time. Accordingly, the statements
set out in this Section 6.6 are statements of current intention only, which may
change as new information becomes available or as circumstances change. The
statements in this Section 6.6 should be read in context.
Broadly, this Section 6.6 sets out the intentions of Zhongjin in relation to:

(b)

(i)

the continuance of the business of Perilya;

(ii)

any major changes to be made to the business of Perilya; and

(iii)

the future employment of the present employees of Perilya and its
related entities, in circumstances where the Scheme is implemented.

Perilya to be de-listed
If the Scheme is implemented, Perilya will request ASX to remove Perilya from its
official list.

(c)

Perilya’s mining operations
If the Scheme is approved and implemented, there will not be any immediate or
major impacts on either the Company’s Australian mining operations or the
Company’s operations in the Dominican Republic.

(d)

Senior management/board
If the Scheme is approved and implemented, is intended that:

(e)

(i)

there will be no immediate or material changes to Perilya’s current
Board; and

(ii)

all senior management personnel and the Company’s corporate and
executive team will be retained.

Business continuity
Zhongjin has no intention to make any major changes to or dispose of any parts of,
the Perilya business and intends to maintain Perilya’s current operations in their
present form.

(f)

Future employment/treatment of employees
Zhongjin intends to retain all existing staff, mining and management personnel at
our operations in both Australia and the Dominican Republic and to retain the
Company’s corporate and executive team. Zhongjin intends that the remuneration
arrangements for employees following implementation of the Scheme will be
materially the same in value to their current arrangements.
There will not be any immediate impacts on Perilya employees or any other
employees within the Perilya group of companies and Zhongjin will continue to
place a strong emphasis on local employment and management.

(g)

Limitations on intentions
The intentions and statements of future conduct set out in this Section 6.6 must
be read as being subject to:
(i)
(ii)

6.7

the law (including the Corporations Act) and the ASX Listing Rules; and
the legal obligation of Perilya Directors at the time to act in good faith in
the best interests of Perilya and for proper purposes.

Intentions if Scheme is not implemented
Zhongjin supports the statement of Directors’ intentions in Section 4.11 of this Scheme
Booklet. If the Scheme is not implemented, Zhongjin will continue to be Perilya’s major
53.37% shareholder and committed partner.
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6.8

Additional information
(a)

Zhongjin interests in Perilya Shares
As at the date of this Scheme Booklet:
(i)
(ii)

(b)

Zhongjin’s voting power in Perilya is 53.37%; and
Zhongjin has a relevant interest (as that term is defined in the
Corporations Act) in 410,574,921 Perilya Shares.
No dealings in shares in previous four months

Except for the consideration to be provided under the Scheme, during the period of
four months before the date of this Scheme Booklet, neither Zhongjin nor any of its
associates have provided or agreed to provide consideration for any Perilya
Shares under a purchase or an agreement.
(c)

Benefits to holders of shares
During the four months before the date of this Scheme Booklet, neither Zhongjin
nor any of its associates have given or offered to give or agreed to give a benefit to
another person where the benefit was likely to induce the other person, or an
associate to:
(i)
(ii)

vote in favour of the Scheme; or
dispose of Perilya Shares,

and where the benefit was not offered to all Perilya Shareholders.
(d)

Benefits to Directors
Zhongjin will not be making any payment or giving any benefit to any current
members of the Perilya Board as compensation or consideration for, or otherwise
in connection with, any resignations from the Board.

(e)

No other material information
Except as disclosed elsewhere in this Scheme Booklet, there is no other
information that is material to the making of a decision in relation to the Scheme,
being knowledge that is within the knowledge of any director of Zhongjin, at the
date of this Scheme Booklet, which has not been previously disclosed to Perilya
Shareholders.
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7.

SUMMARY OF KEY RISKS
There are existing risks relating to Perilya’s business and an investment in Perilya which will
continue to be relevant to Perilya Shareholders if the Scheme does not become Effective.
These risks include but are not limited to the risks outlined below.
(a)

Government policy, regulation and taxation
Changes in relevant taxation laws, interest rates, royalty rates, other legal,
legislative, regulatory and administrative regimes, and government policies in
Australia and the Dominican Republic, may have an adverse effect on the assets,
operations and ultimately the financial performance of Perilya.
These factors may ultimately affect the financial performance of Perilya and the
market price of Perilya Shares. Perilya is not aware of any current or proposed
material changes in relevant regulations or policy.

(b)

Wars, terrorism and political intervention
Events may occur within or outside Australia that could impact upon the world
economy, the market for base metals, the operations of Perilya and the market
price of Perilya Shares. These events include war, acts of terrorism, civil
disturbance, political intervention and natural events such as earthquakes, floods,
fires and poor weather affecting mining, road, rail, handling at port, shipping,
consumption and transport of commodities.

(c)

Metal prices and exchange rates
Changes in base and precious metal prices may impact on the cashflows and
profitability of Perilya. Low base and precious metal prices may have a materially
adverse effect on Perilya’s cash flows, profitability and share price. A significant
portion of Perilya’s revenue and expenditure are denominated in US currency and
movements in currency exchange rates may affect cash flows, profitability, costs
and revenue.
It is not possible to accurately predict future movements in metal prices and/or
exchange rates.

(d)

Uncertainty of development of projects and exploration
Development activities and exploration are highly speculative, involve many risks
and may be unsuccessful. Perilya’s ability to sustain or increase its proposed
forecast levels of production is dependent on the success of development of
projects. As a result of the uncertainties involved in these activities, the
development of projects may not occur on time, on budget, or at all, which would
adversely affect Perilya’s results of operation and its financial condition.

(e)

Resource and reserve estimates
Perilya has made estimates of its resources and reserves based on relevant
reporting codes, where required, and judgments based on knowledge, skills and
industry experience. However, there is no guarantee that estimates will prove to be
accurate.
Actual mining results may materially differ from forecasts and estimates due to
further findings and results not previously known or fluctuations in operating costs,
exchange rates and metal prices.

(f)

Production estimates
Actual future production may vary materially from targets and projections of future
production for a variety of reasons. There is greater risk that actual production will
vary from estimates of production made for properties under exploration or not yet
in production or from operations that are to be expanded.
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(g)

Operating risks
In common with other enterprises in the minerals and mining industry, Perilya’s
mineral exploration, development and related mining activities, including the
delivery of supplies and consumables and the transportation of products are
subject to conditions beyond Perilya’s control that can reduce production and sales
and/or increase costs. These conditions include, but are not limited to: changes in
legislative requirements; market conditions; government policies; exchange rates;
abnormal or severe weather or climatic conditions; natural disasters; unexpected
maintenance or technical problems; key equipment failures; industrial disruption;
and variations in geological conditions. An inability to secure ongoing supply of
such goods and services at prices assumed within production targets could
potentially impact the results of Perilya’s operations, and in a worst case scenario,
result in the shutdown of an operation.

(h)

Reliance on key personnel
The responsibility of overseeing day to day exploration, development and the
strategic management of Perilya is concentrated amongst a small number of key
employees. While it is not currently anticipated, one or any number of these key
employees may cease employment with Perilya. The loss of any such key
employees of Perilya could have the potential to have a detrimental impact on
Perilya until the skills that are lost are adequately replaced.

(i)

Reliance on key customers
Perilya’s businesses rely on a number of long term contracts and business
relationships. If any of the key customers reduces production or terminates the
relationship, this may have an adverse effect on the financial performance and or
financial position of Perilya.

(j)

Customer and off-take risk
Perilya generates its revenue from the sale of concentrates to customers under
off-take and other agreements. There is potential that Perilya will not receive
payments for the sale of its concentrates if a customer becomes insolvent or fails
to provide payment in accordance with its agreement with Perilya.

(k)

Occupational health and safety
Perilya manages certain risks associated with the occupational health and safety
of its employees. Perilya takes out insurance to cover these risks within certain
parameters, however it is possible for injuries and/or incidents to occur which may
result in expenses in excess of the amount insured or provided for with a resultant
impact on Perilya’s earnings.

(l)

Industrial disputes
Industrial disputes may arise from claims for higher wages and/or better working
conditions in the industry in which Perilya operates. This could disrupt operations
and impact on earnings.

(m)

Competition
Perilya faces competition in its business. To the extent that there are new entrants
or changes in strategy by existing competitors or mine owners, Perilya may lose
market share with consequent adverse effects upon operating and financial
performance.

(n)

Capital and operating costs
Perilya’s capital and operating costs estimates are based on the best available
information at the time. Any significant unforseen increases in the capital and
operating costs associated with the development and construction of any of
Perilya’s projects would impact Perilya’s future cash flow and profitability. Capital
and operating costs for the development of major projects in Australia and the
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Dominican Republic have increased in recent years due to higher raw material
prices as well as increased labour and contractor costs.
(o)

Environmental risks
Extensive national environmental laws and regulations in Australia and the
Dominican Republic affect the development activities and operations of Perilya.
The laws and regulations set various standards which regulate certain aspects of
health and environmental quality, provide penalties or other remedies for any
violation of standards and, in certain circumstances, impose obligations to
undertake remedial action in current locations where operations are conducted.
There is a risk that significant damages or penalties might be imposed on Perilya,
including for certain discharges into the environment, effects on employees, subcontractors or customers, or as clean up costs. If significant damages or penalties
are imposed on Perilya this may have a material adverse effect on Perilya.

(p)

Sovereign risk
Perilya operates in countries outside Australia and there are risks that changes in
the legal business environment in those places such as currency controls, price
controls, regulatory changes and political changes may adversely affect the value
of Perilya’s assets. Some of the jurisdictions in which Perilya operates have legal
systems and laws different to Australia that may lead to uncertainty for Perilya in
enforcing legal and contractual rights in those jurisdictions. If Perilya is unable to
enforce its legal and contractual rights this may have a material adverse effect on
the Company.

(q)

Land and resource tenure
Perilya may lose title to, or interests in, its tenements if the conditions to which
those tenements are subject are not satisfied or if insufficient funds are available to
meet expenditure commitments. In the jurisdictions in which Perilya operates, both
the conduct of operations and the steps involved in acquiring interests involve
compliance with numerous procedures and formalities. It is not always possible to
comply with, or obtain waivers from, all such requirements and it is not always
clear whether requirements have been properly completed, or that it is possible or
practical to obtain evidence of compliance. In some cases, failure to follow such
requirements or obtain relevant evidence may call into question the validity of the
actions taken. Further, it is possible that tenements in which Perilya has an interest
in may be subject to a native title claim. If native title rights do exist in respect of a
tenement, the ability of Perilya to gain access to that tenement may be adversely
affected.

(r)

Investments and commercial paper
Perilya holds investments in listed and unlisted companies and commercial paper.
The value of these investments fluctuates depending on changes in economic and
financial market conditions and the demand for these types of investments. The
changes in market value of these investments are outside Perilya’s control and
have the potential to have an adverse impact on the carrying value of Perilya
investments.

(s)

Roll over of working capital facilities
While Perilya’s track record demonstrates a proven ability to successfully roll over
short term working capital facilities with its financiers as they become due, roll over
is at the sole discretion of Perilya’s financiers and Perilya has no entitlements or
rights in this regard. If Perilya cannot refinance or roll over the maturity date of its
working capital facilities on reasonable terms or at all, Perilya will be required to
avail itself of other sources of funding or deferral of expenditure, if required.
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8.

TAXATION IMPLICATIONS FOR SCHEME SHAREHOLDERS
The following is a general summary of the potential Australian tax consequences for
Scheme Shareholders disposing of Perilya Shares under the Scheme.
This summary is based on the law and practice in effect as at the date of this Scheme
Booklet.
However, this summary is not intended to be authoritative or a complete statement of the
law applicable to the particular circumstances of any Scheme Shareholder.
Section 8.1 only discusses Australian tax considerations. Section 8.1(a) is only relevant to
Scheme Shareholders who are Australian residents for tax purposes while Section 8.1(b) is
relevant to Non-Australian tax resident Scheme Shareholders. Both Sections 8.1(a) and
8.1(b) only apply to Scheme Shareholders who hold their Perilya Shares on capital account.
Section 8.2 is relevant for all Scheme Shareholders. This summary does not discuss the
taxation implications for those Scheme Shareholders who hold their Perilya Shares on
revenue account.
All Scheme Shareholders are advised to seek independent professional advice in relation to
their particular circumstances. In particular, non-Australian resident Scheme Shareholders
should seek their own advice on income tax consequences.

8.1

Australian income tax consequences of the Scheme
In general, the CGT regime operates to include gains resulting from the growth of capital
assets (CGT assets) in a taxpayer's taxable income, in the year in which the agreement
effecting the disposal of those assets is entered into. Certain concessions may be available
to certain taxpayers, most notably to individuals and trusts where the CGT assets are held
for longer than 12 months.
It should also be remembered that the tax consequences will vary depending on the identity
of the Scheme Shareholder. Certain exemptions available to individuals and trusts may not
be open to companies. Different tax rates also apply.
(a)

Australian resident Scheme Shareholders
Capital Gains Tax - general
Scheme Shareholders holding their Perilya Shares on capital account will be
subject to Australian CGT on the disposal of their Scheme Shares under the
Scheme.
An Australian tax resident Scheme Shareholder will make a capital gain equal to
the amount by which the capital proceeds from the disposal exceeds the cost base
of the Perilya Shares disposed of by the Scheme Shareholder under the Scheme.
Subject to the availability of the CGT discount (see below) and any losses
available to be offset against the capital gain, this amount will be included in the
Scheme Shareholder's taxable income.
A Scheme Shareholder will, alternatively, make a capital loss equal to the amount
by which the reduced cost base of the Perilya Shares disposed of by the Scheme
Shareholder under the Scheme exceeds the capital proceeds from that disposal. A
capital loss may be used to offset a capital gain made in the same income year, or
be carried forward to offset a capital gain made in a future income year (subject to
the satisfaction of certain loss recoupment tests applicable to companies and
trusts). Capital losses may only be offset against capital gains, but not against
other forms of income.
Capital proceeds from the disposal
The capital proceeds from the disposal of Perilya Shares will consist of the
Scheme Consideration.
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Cost base of Perilya Shares
The cost base of Perilya Shares will generally be equal to the cost of acquiring the
Perilya Shares, including any stamp duty and brokerage fees.
Capital gain
If the capital proceeds from the disposal are greater than the cost base of the
Perilya Shares (resulting in a “capital gain''), Scheme Shareholders will (subject to
the availability of capital losses) be required to include an amount in their
Australian taxable income in the income year in which the disposal takes place.
CGT discount
Any Scheme Shareholder who is an individual, the trustee of a trust or a complying
superannuation entity may be entitled to apply the CGT discount against any
capital gain realised from the disposal of Perilya Shares that were acquired at least
12 months prior to their disposal under the Scheme.
The CGT discount is applied to the capital gain after it is offset against any
available capital losses. A Scheme Shareholder who is an individual or, generally
speaking, the trustee of a trust may reduce the net capital gain to be included in
their taxable income by 50%. The methodology for calculating the discount for
trustees is complex and such Scheme Shareholders and their respective
beneficiaries should obtain specific tax advice.
A Scheme Shareholder which is a complying superannuation entity may reduce
any net capital gain to be included in its assessable income by 33 1/3%.
The CGT discount is not available to Scheme Shareholders:
(i)

which are companies; or

(ii)

who hold their Perilya Shares on revenue account; or

(iii)

who hold their Perilya Shares as trading stock.

Capital loss
To the extent that the capital proceeds from the disposal are less than the reduced
cost base of the Perilya Shares disposed of, Scheme Shareholders will make a
capital loss.
(b)

Non-Australian resident Scheme Shareholders
The following discussion applies to a Scheme Shareholder who is not, and has
never been, a resident of Australia for the purposes of the Tax Act and who holds
their Perilya Shares on capital account for investment purposes.
It may be possible for a non-Australian tax resident Scheme Shareholder to
disregard the whole of the capital gain or capital loss they make for Australian tax
purposes on the disposal of their Perilya Shares if they (and their associates) do
not hold 10% or more of the Perilya Shares on issue on the Implementation Date
and have not held 10% or more of the Perilya Shares on issue throughout the 12
month period during the two years immediately preceding the transfer of their
Perilya Shares.
Non-Australian tax resident Scheme Shareholders should, however, obtain their
own independent tax advice on the application of the Tax Act to any gain or loss
realised on transfer of their Perilya Shares.
Non-Australian tax resident Scheme Shareholder should also obtain specific
advice on the application of the laws of their country of residence in determining
the tax consequences of the transfer of their Perilya Shares.

8.2

Australian goods and services tax and stamp duty
No Australian goods and services tax (GST) will generally be payable by Scheme
Shareholders in respect of the actual disposal of their interests under the Scheme.
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However, GST may be incurred by a Scheme Shareholder on transaction costs incurred
such as fees charged by a professional adviser that they have engaged to advise them on
the Scheme. In these circumstances, there may, however, be some restrictions imposed
upon Scheme Shareholders in respect of their ability to recover any GST paid in the form of
input tax credits on such costs incurred. This is a complex area of Australian GST law and
Scheme Shareholders should seek their own independent GST advice in this regard.
No Australian stamp duty will be payable by Scheme Shareholders under the Scheme.
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9.

ADDITIONAL INFORMATION
This Scheme Booklet, including the additional information contained in this section, has
been prepared for the purposes of section 412(1) of the Corporations Act to explain the
effect of the proposed scheme of arrangement between Perilya and the Scheme
Shareholders to be considered at the Scheme Meeting. The Scheme is set out in Annexure
C to this Scheme Booklet

9.1

Management of potential conflict issues
Following receipt of Zhongjin’s initial indicative non-binding proposal to acquire 100% of
Perilya by way of scheme of arrangement, Perilya established an independent subcommittee of the Board comprising the Independent Directors.
The purpose of the independent committee was to review and consider any binding
proposal which may be received from Zhongjin and to consider in its sole discretion,
Perilya’s participation in a scheme of arrangement and any recommendations of the Board
of Perilya to its shareholders.
The Perilya Directors nominated by Zhongjin have chosen not to make a recommendation to
Participating Shareholders in respect of the Scheme, due to the potential conflict which
arises as a result of their position as nominee directors of Zhongjin and their relationship
with Zhongjin.

9.2

Scheme Implementation Agreement
As announced to the ASX on 4 September 2013 Zhongjin and Perilya have entered into the
Scheme Implementation Agreement in connection with the proposed scheme. The Scheme
Implementation Agreement sets out the obligations of Zhongjin and Perilya in relation to the
Scheme.
A copy of the Scheme Implementation Agreement is contained in Annexure B to this
Scheme Booklet.

9.3

Suspension of trading of Perilya Shares
If the Court approves the Scheme on the Second Court Date, Perilya will immediately notify
ASX. It is expected that suspension of trading on the ASX in Perilya Shares will occur at the
close of trading on ASX on the Effective Date.

9.4

Removal of Perilya from the official list
If the Court approves the Scheme and the Scheme is implemented, Perilya will apply to ASX
for Perilya to be removed from ASX’s official list after the Implementation Date.

9.5

No relevant restrictions in the Constitution of Perilya
There are no relevant restrictions on the right to transfer Perilya Shares in Perilya’s
Constitution.

9.6

Warranty by Scheme Shareholders about Perilya Shares
Scheme Shareholders’ attention is drawn to the warranties that Scheme Shareholders will
be taken to have given if the Scheme takes effect, in clause 8.2(b) of the Scheme (see
Annexure C). Pursuant to clause 8.2(b) of the Scheme, each Scheme Shareholder
(including those who vote against the Scheme and those who did not vote) will be taken to
have warranted that:
(a)

all of their Perilya Shares (including any rights and entitlements attaching to those
Perilya Shares) which are transferred under the Scheme will, at the date of
transfer, be fully paid and free from all mortgages, charges, liens, encumbrances,
pledges, security interests and interests of third parties of any kind, whether legal
or otherwise, and restrictions on transfer of any kind; and

(b)

they have the full power and capacity to sell and to transfer their Perilya Shares to
Zhongjin together with any rights attaching to those Perilya Shares.
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In addition to this, clause 8.3(a) of the Scheme provides that, to the extent permitted by law,
all Perilya Shares that are transferred under the Scheme to Zhongjin will be transferred free
from all mortgages, charges, liens, encumbrances and interests of third parties of any kind,
whether legal or otherwise.
The Scheme is set out in full in Annexure C of this Scheme Booklet.

9.7

Interests of Perilya Directors in marketable securities of Perilya and Zhongjin
(a)

Perilya marketable securities
The number, description and amount of Perilya marketable securities held by or on
behalf of each Director as at the date of this Scheme Booklet are:
Director

Perilya Performance Rights

Shuijian Zhang

Nil

Nil

Patrick O’Connor

Nil

Nil

Paul Arndt

(b)

Perilya Shares

909,803

2,121,851

Minzhi Han

Nil

880,679

Wen Wang

Nil

Nil

Anna Liscia

Nil

Nil

Zhongjin marketable securities
As at the date of this Scheme Booklet, Shuijian Zhang has 575,408 shares in
Zhongjin Lingnan (Zhongjin’s parent company).
There are no marketable
securities of Zhongjin Lingnan or Zhongjin held by or on behalf of any other Perilya
Directors as at the date of this Scheme Booklet.

9.8

Payments or other benefits to Directors, company secretary or executive
officers of Perilya
No payment or other benefit is proposed to be made or given to any Director, secretary or
executive officer of Perilya or any Related Body Corporate of Perilya as compensation for
loss, or as consideration for, or in connection with, their retirement from office in Perilya or
any of its Related Bodies Corporate.
No Director, secretary or executive officer of Perilya will receive any payment or other
benefit through the Scheme other than the Scheme Consideration on equivalent terms to all
Perilya Shareholders in respect of the Perilya Shares to which they are entitled.

9.9

Agreements or arrangements with Directors in connection with or conditional
upon outcome of the Scheme
There are no agreements or arrangements made between any Perilya Director and any
other person, including Zhongjin, in connection with or conditional upon the outcome of the
Scheme (other than in their capacity as a Perilya Shareholder), other than as set out in
Section 9.12 in relation to Perilya Performance Rights held by two of Perilya’s Directors.

9.10

Interests of Perilya Directors in contracts of Zhongjin
No Perilya Director has any interest in any contract entered into by Zhongjin or any of its
Related Bodies Corporate (other than Perilya), other than as set out elsewhere in this
Scheme Booklet.

9.11

Interests of Zhongjin in Perilya Shares
As at the date of this Scheme Booklet:
(a)

Zhongjin’s voting power in Perilya is 53.37%; and
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(b)

9.12

Zhongjin has a relevant interest (as that term is defined in the Corporations Act) in
410,574,921 Perilya Shares.

Perilya Long Term Incentive Plan
(a)

Overview
The Perilya Long Term Incentive Plan is a performance rights plan under which
Perilya’s executives and senior management can acquire Perilya Shares.
The purpose of the Perilya Long Term Incentive Plan is to provide Perilya with a
mechanism for driving superior long term performance for Perilya Shareholders
and retention of executives. It is targeted at Perilya’s senior management, being
those executives and selected senior managers (as determined by the Board from
time to time) whose responsibilities provide them with the opportunity to
significantly influence long term Perilya Shareholder value.
As at the date of this Scheme Booklet, there were 7,828,638 Perilya Performance
Rights on issue.

(b)

Director’s participation
Two of Perilya’s Directors, Mr Paul Arndt and Mr Minzhi Han, currently participate
in the Perilya Long Term Incentive Plan. The issue of Perilya Performance Rights
to Mr Arndt and Mr Han was approved at the 2012 and 2013 Annual General
Meetings.
The remainder of the Perilya Performance Rights are held by Perilya’s other key
executives, who are not Directors.

(c)

Dealing with Perilya Performance Rights in relation to the Scheme
Under the Scheme Implementation Agreement, Perilya has agreed with Zhongjin
to use its best endeavours to ensure that all Perilya Performance Rights become
vested and are exercised in a manner such that the Perilya Shares issued
pursuant to their exercise are issued prior to the Scheme Record Date.
In order to accelerate the vesting of the Perilya Performance Rights, Perilya has
amended the Perilya Long Term Incentive Plan to include a new clause which will
operate to automatically accelerate vesting of the Perilya Performance Rights held
by participants under the Perilya Long Term Incentive Plan if the Court approves
the Scheme at the hearing on the Second Court Date, in the form below.
“Change of Control
All unvested performance rights granted to a participant which have not lapsed will
immediately vest if:
(a)

a Court approves under Section 411(4)(b) of the Corporations Act 2001
(Cth), a proposed compromise or arrangement for the purposes of or in
connection with a scheme for the reconstruction of the Company or its
amalgamation with any other company or companies; and

(b)

the Board has not objected to the early vesting on the basis that in the
opinion of the Board, the Participant’s pro-rata performance is
comparable with the Performance Criteria applicable to those
Performance Rights during the period from the date of grant to the date
of the Court approval described in clause (a) above.”1

Accordingly, Perilya expects the number of Perilya Shares to be issued to holders
of Perilya Performance Rights to be 7,828,638 and these additional Perilya Shares
will be sold into the Scheme in the ordinary course with all other Perilya Shares
held by Scheme Shareholders.
Refer to Section 9.15 for a description of the ASX waiver that Perilya has received
to give effect to these proposed arrangements.
1

Please note that capitalised terms in the proposed clause have the meaning ascribed to them in the Perilya Long Term
Incentive Plan.
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9.13

Material changes in the financial position of Perilya
So far as is known to any Perilya Director, the financial position of Perilya has not materially
changed since the date of its half-year financial statement for the period ended 30 June
2013, released to the ASX on 30 August 2013 which is available on the Perilya Website and
the ASX Website.
Further details regarding the availability of Perilya’s financial statements and ASX
Announcements are contained in Section 5.3.

9.14

ASIC relief and consents
Clause 8302(h) of Part 3 of Schedule 8 of the Corporations Regulations requires this
Scheme Booklet to include a statement whether, within the knowledge of the Perilya
Directors, the financial position of Perilya has materially changed since the date of the last
balance sheet laid before Perilya Shareholders in general meeting or sent to Perilya
Shareholders in accordance with section 314 or 317 of the Corporations Act and, if so, full
particulars of any change.
ASIC has granted Perilya relief from the requirements of Clause 8302(h) of Part 3 of
Schedule 8 of the Corporations Regulations on the basis that:
(a)

Perilya has complied with Division 2 of Part 2M.3 of the Corporations Act in
respect of the half year ended 30 June 2013 before the date of dispatch of this
Scheme Booklet.

(b)

Perilya will provide, free of charge, a copy of the half year financial report of Perilya
and its controlled entities for the six month period ended 30 June 2013 to anyone
who requests a copy before the Scheme is approved by order of the Court;

(c)

any material change in the financial position of Perilya since the date of the half
year financial statements of Perilya and its controlled entities for the six month
period ended 30 June 2013 will be disclosed in this Scheme Booklet and/or in
announcements to the ASX; and

(d)

This Scheme Booklet is in substantially the same form as that which was given to
ASIC on 18 October 2013.

Clause 8303 of Part 3 of Schedule 8 to the Corporations Regulations requires this Scheme
Booklet to include a copy of a report by an expert who is not associated with Zhongjin
stating whether or not, in their opinion, the Scheme is in the best interests of Scheme
Shareholders and setting out their reasons for that opinion.
Under Clause 8305 of Part 3 of Schedule 8 to the Corporations Regulations, ASIC has
consented to the inclusion in the Independent Expert’s Report of forecasts of profit or
profitability of Perilya and statements that the market value of assets of Perilya and its
Related Bodies Corporate differ from their value in the financial reports of Perilya and its
Related Bodies Corporate.

9.15

ASX waiver
Listing Rule 6.23.3 prohibits a change to the terms of options which has the effect (among
other things) of increasing the exercise period for the options. Although Listing Rule 6.23.3
relates to ‘options’, the Perilya Performance Rights are substantially analogous to options
for the purpose of Listing Rule 6.23.
Perilya has amended the terms of the Perilya Long Term Incentive Plan as described in
Section 9.12(c) to facilitate the participation arrangements described in that section. This
amendment brings forward the vesting date for Perilya Performance Rights and may be
construed as constituting a change that increases the exercise period of the Perilya
Performance Rights for the purpose of Listing Rule 6.23.3.
ASX has granted a waiver from Listing Rule 6.23.3 to the extent necessary to permit Perilya
to amend the terms of the Perilya Long Term Incentive Plan as described in Section 9.12(c)
to permit the accelerated vesting of the Perilya Performance Rights without the approval of
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Perilya Shareholders, on the condition that the Scheme is approved by a Requisite Majority
of Participating Shareholders at the Scheme Meeting and by the Court, and the full details
of the amended terms of the Perilya Long Term Incentive Plan are set out in this Scheme
Booklet.

9.16

Consents
(a)

9.17

The following parties have given, and have not withdrawn before the date of this
Scheme Booklet, their consent to be named in this Scheme Booklet in the form
and context in which they are named:
(i)

Computershare as the Perilya Registry; and

(ii)

Allion Legal as Australian legal adviser to Perilya in relation to the
Scheme.

(b)

EY, as the Independent Expert, has given, and not withdrawn, its written consent
to the inclusion of the Independent Expert’s Report in this Scheme Booklet and to
the references to the Independent Expert’s Report in this Scheme Booklet being
made in the form and context in which each such reference is included.

(c)

AMC, as the Technical Specialist, has given, and not withdrawn, its written
consent to the inclusion of the Technical Specialist’s Report in this Scheme
Booklet and to the references to the Technical Specialist’s Report in this Scheme
Booklet being made in the form and context in which each such reference is
included.

(d)

Zhongjin has given, and not withdrawn, its written consent in relation to the
inclusion of the Zhongjin Information in this Scheme Booklet in the form and
context in which that information is included.

(e)

Each person named in this Section 9.16:
(i)

has not authorised or caused the issue of this Scheme Booklet;

(ii)

does not make, or purport to make, any statement in this Scheme
Booklet or any statement on which a statement in this Scheme Booklet is
based, other than as specified in this Section 9.16; and

(iii)

to the maximum extent permitted by law, expressly disclaims all liability
in respect of, makes no representation regarding, and takes no
responsibility for, any part of this Scheme Booklet, other than a reference
to its name and the statement (if any) include in this Scheme Booklet
with the consent of the party as specified in this Section 9.16 .

Competent person’s statements
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to the Broken Hill Mineral Resources, which
includes the Southern Operations, Silver Peak, North Mine Uppers, Potosi, Central Blocks,
Flying Doctor, Pinnacles (1130 and Henry George deposits) and North Mine Deeps is based
on information compiled by Mr Noel Carroll who is a full-time employee of Perilya and is a
Member of the Australian Institute of Geoscientists. Mr Carroll has 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’. Mr Carroll consents to the inclusion in this document of the
matters based on the information in the form and context in which it appears.
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to Ore Reserve for Southern Operations is based
on information compiled by Mr Darryn Slade who is a full-time employee of Perilya and is a
Member of the Australasian Institute of Mining and Metallurgy. Mr Slade has 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’. Mr Slade consents to the inclusion in this
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document of the matters based on the information in the form and context in which it
appears.
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to Mineral Resource for the Flinders project area,
which includes the Reliance, Aroona, Aroona 2, Moolooloo and North Moolooloo deposits, is
based on information compiled by Mr Dean Rogers, who is a full-time employee of Perilya
Limited and is a Member of the Australian Institute of Geoscientists. Mr Rogers has
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’. Mr Rogers consents to the inclusion in the
document of the matters based on his information in the form and context in which it
appears.
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to Mineral Resource for Mt Oxide is based on
information compiled and/or reviewed by Mr Martin Jones who is a full-time employee of
Perilya Limited and is a Member of the Australian Institute of Mining and Metallurgy. Mr
Jones has 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’. Mr Jones consents to the
inclusion in this document of the matters based on his information in the form and context in
which it appears.
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to Mineral Resource for the Cerro de Maimón
mine is based on information compiled by Mr Geoff Bullen who is a full-time employee of
Perilya and is a Member of the Australian Institute of Geoscientists. Mr Bullen has 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’. Mr Bullen consents to the inclusion in this
document of the matters based on the information in the form and context in which it
appears.
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to Ore Reserve for the Cerro de Maimón mine
and the Mineral Resource at the Moblan Lithium Project are based on information compiled
by Mr Arnt Eric Olson who is a full-time consultant to Perilya and is a Fellow of the
Australian Institute of Mining and Metallurgy. Mr Olson has 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’. Mr Olson consents to the inclusion in this document of the matters
based on the information in the form and context in which it appears.
The information in this Scheme Booklet (including the Independent Expert’s Report and
Technical Specialist’s Report) that relates to the NI 43-101 compliant Mineral Resource for
Cumpié Hill and Loma Mala deposits is based on information compiled and/or reviewed by
Mr Cevero Chavez, Regional Exploration Manager – Americas, who is a full-time employee
of Perilya and is a Member of the Australasian Institute of Geoscientists. Mr Chavez has
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. Mr Chavez consents to the inclusion in this document of the matters based on his
information in the form and context in which it appears.

9.18

Continuous disclosure
Perilya is subject to regular reporting and disclosure obligations under the Corporations Act
and Listing Rules. Perilya has an obligation (subject to limited exceptions) to notify ASX
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immediately upon becoming aware of any information which a reasonable person would
expect to have a material effect on the price or value of Perilya Shares. Copies of
documents filed with ASX may be obtained from the ASX Website.
In addition, Perilya is also required to lodge various documents with ASIC. Copies of
documents lodged with ASIC in relation to Perilya may be obtained from, or inspected at, an
ASIC office.

9.19

Supplementary information
If between the date of lodgement of this Scheme Booklet for registration with ASIC and the
Second Court Date Perilya becomes aware of any of the following:
(a)

a material statement in this Scheme Booklet that is false or misleading;

(b)

a material omission from this Scheme Booklet;

(c)

a significant change affecting a matter in this Scheme Booklet; or

(d)

a significant new matter that has arisen and it would have been required to be
included in this Scheme Booklet if known about at the date of lodgement with
ASIC,

then Perilya intends to publish supplementary material by:
(a)

placing an advertisement in a prominently placed newspaper which is circulated
throughout Australia; or

(b)

posting the supplementary material on the Perilya Website and lodging the
material with ASX,

and, depending on the nature and timing of the changed circumstances and the
supplementary material, Perilya may also post the supplementary material to all Perilya
Shareholders, subject to obtaining any necessary regulatory approvals.

9.20

Other material information
Otherwise than as contained or referred to in this Scheme Booklet, including in the
Independent Expert’s Report and Technical Specialist’s Report and the information that is
contained in the Attachments to this Scheme Booklet, there is no other information that is
material to the making of a decision by the Participating Shareholder whether or not to vote
in favour of the Scheme Resolution, being information that is known to any Independent
Director and which has not been previously disclosed to Perilya Shareholders.
Perilya is not aware of any material information about Perilya that is material to a decision of
a Participating Shareholder on how to vote in relation to the Scheme Resolution and which:
(a)

has not been made available to the Independent Expert or the Technical
Specialist, as the context requires, for the purpose of preparing the Independent
Expert’s Report and Technical Specialist’s Report, respectively;

(b)

is not set out in this Scheme Booklet; or

(c)

has not otherwise been made publicly available by Perilya.
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10.

GLOSSARY

In this Scheme Booklet (other than Annexures A, B, C and D), unless the context requires
otherwise:
$, A$ or AUD$ means Australian dollars.
AEDT means Australian Eastern Daylight Time.
AMC means AMC Consultants Pty Ltd ACN 008 129 164.
Annual Report means Perilya’s annual report for the year ended 31 December 2012
announced to ASX on 26 April 2013.
ASIC means the Australian Securities and Investments Commission.
ASX means ASX Limited ACN 008 624 691 or, where the context requires, the financial
market operated by it on which Perilya Shares are quoted.
ASX Website means www.asx.com.au.
Business Day means a day on which banks are open for business excluding Saturdays,
Sundays and public holidays in Perth, Western Australia.
CGT means capital gains tax.
Chairman means the chair of the Perilya Board or the chair of the Scheme Meeting as the
context requires.
CHESS means the Clearing House Electronic Sub-register System of share transfers
operated by ASX Settlement Pty Limited ACN 008 504 532.
Competing Proposal means a transaction which, if completed, would mean a person (other
than Zhongjin or its Related Bodies Corporate) would:
(a)

directly or indirectly, acquire an interest, a Relevant Interest in or become the
holder of:
(i)

more than 25% of the Shares or more than 50% of the shares in any of
Perilya’s material subsidiaries; or

(ii)

the whole or a material part of the business or property of Perilya or any
of its material subsidiaries.

(b)

acquire control of Perilya, within the meaning of section 50AA of the Corporations
Act; or

(c)

otherwise acquire or merge (including by way of a reverse takeover bid or dual
listed companies structure) with Perilya.

For the purposes of paragraph (a)(i) above, a Subsidiary of Perilya will be a material
subsidiary if:
(a)

the business or property of the Subsidiary represents 50% or more of the
consolidated net profit after tax of Perilya; or

(b)

the business or property of the Subsidiary represents 50% or more of the total
consolidated assets of Perilya.

For the purposes of paragraph (a)(ii) above, the acquisition of an interest in the business or
property of Perilya or any of its Subsidiaries will be material if:
(a)

the relevant business or property represents 50% or more of the consolidated net
profit after tax of Perilya; or

(b)

the relevant business or property represents 50% or more of the total consolidated
assets of Perilya.

Corporations Act means the Corporations Act 2001 (Cth).
Corporations Regulations means the Corporations Regulations 2001 (Cth).
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Court means the Federal Court of Australia.
Court Order means the order of the Court approving the Scheme under section 411(4)(b) of
the Corporations Act which is to be lodged with ASIC to make the Scheme Effective.
Deed Poll means the deed poll executed by Zhongjin on 11 October 2013, a copy of which
is included in Annexure D.
Effective means the coming into effect, under section 411(10) of the Corporations Act, of
the order of the Court made under section 411(4)(b) in relation to the Scheme, but in any
event at no time before an office copy of the order of the Court is lodged with ASIC.
Effective Date means the date on which the Scheme becomes Effective.
Excluded Shareholder means Zhongjin and any Related Body Corporate which holds
Perilya Shares.
EY means Ernst & Young Transaction Advisory Services Limited ABN 87 003 599 844.
FIRB means Foreign Investment Review Board.
Implementation Date means the third Business Day after the Scheme Record Date, or
such other date as Perilya and Zhongjin may agree in writing.
Independent Directors means Paul Arndt, Patrick O’Connor and Anna Liscia, each a
Perilya Director.
Independent Expert means EY.
Independent Expert’s Report means the report by the Independent Expert dated 26
September 2013, a copy of which is included in Annexure A.
Key Dates means the dates set out on page 3 of this Scheme Booklet.
Listing Rules means the official listing rules of ASX.
Material Contract has the meaning given to that term in the Scheme Implementation
Agreement.
Notice of Scheme Meeting means the notice in relation to the Scheme Meeting, as set out
in Annexure E.
Participating Shareholder means a Perilya Shareholder as at the Scheme Meeting Date,
other than an Excluded Shareholder.
Perilya means Perilya Limited ACN 009 193 695.
Perilya Board or Board means the Perilya Directors acting together as a Board of Directors
of Perilya.
Perilya Director or Director means a director of Perilya.
Perilya Information means all information included in this Scheme Booklet and any
updates to that information prepared by or on behalf of Perilya, other than the Zhongjin
Information (and any information solely derived from, or prepared solely in reliance on, any
such information), and does not include the Independent Expert’s Report or the Technical
Specialist’s Report (or any information solely derived from, or prepared solely in reliance on,
information in either of those reports).
Perilya Long Term Incentive Plan means the Perilya Long Term Incentive Plan approved
by Perilya Shareholders on 10 May 2012.
Perilya Material Adverse Change means any of the following:
(a)

an event, change, condition, matter or thing occurring;

(b)

information being disclosed or announced by Perilya or any of its Subsidiaries
concerning any event, change, condition, matter or thing; or

(c)

information concerning any event, change, condition, matter or thing becoming
known to Perilya (whether or not becoming public),
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that has, will have or could reasonably be expected to have (either individually or when
aggregated with other matters, events or circumstances of a like kind):
(a)

a material adverse effect on Perilya’s business, assets, liabilities, financial or
trading position, profitability or prospects of Perilya and its Subsidiaries taken as a
whole; and

(b)

without limiting the generality of the above, the effect of diminishing the value of
the net assets of Perilya and its Subsidiaries by an amount of $38 million or more,
as compared to the value of the net assets of Perilya and its Subsidiaries set out in
its consolidated balance sheet as at 31 December 2012,

other than an event occurring after the date of this agreement which:
(a)

is required or permitted to be done or procured by Perilya or its Subsidiaries
pursuant to this agreement or the Scheme;

(b)

has been fairly disclosed pursuant to continuous disclosure obligations prior to the
date of this agreement; or

(c)

occurs with the prior written approval of the Zhongjin.

Perilya Options means options to subscribe for Perilya Shares.
Perilya Performance Rights means performance rights issue under the Perilya Long Term
Incentive Plan.
Perilya Prescribed Occurrence has the meaning given to that term in the Scheme
Implementation Agreement.
Perilya Register means the register of members of Perilya from time to time.
Perilya Registry means Computershare Investor Services Pty Limited ACN 078 279 277.
Perilya Share means a fully paid ordinary share in the capital of Perilya.
Perilya Shareholder means a person shown in the Perilya Register as holding one or more
Perilya Shares.
Perilya Website means www.perilya.com.au.
Proxy Form means the proxy form for the Scheme Meeting enclosed with this Scheme
Booklet.
Related Body Corporate has the meaning given to that term in the Corporations Act.
Relevant Interest has the meaning given in the Corporations Act.
Requisite Majority means the threshold for approval of a resolution on a scheme of
arrangement between a body and its members under Part 5.1 of the Corporations Act, being
‘in favour’ of the resolution received from:
(a)

unless the Court orders otherwise, a majority in number (more than 50%) of the
members, who are present and voting, either in person or by proxy, attorney or in
the case of a corporation its duly appointed corporate representative; and

(b)

at least 75% of the votes cast on the resolution.

Resolution means the Scheme Resolution.
Scheme means the proposed scheme of arrangement under section 411 of the
Corporations Act between Perilya and the Scheme Shareholders, the form of which is set
out in Annexure C, subject to any alterations or conditions made or required by the Court
under section 411(6) of the Corporations Act and consented to by Perilya and approved in
writing by Zhongjin.
Scheme Announcement Date means 4 September 2013, being the day on which the
Scheme Implementation Agreement was announced to ASX.
Scheme Booklet means this document including each Annexure.
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Scheme Conditions means the conditions that the Scheme is subject to, are set out in
clause 3.1 of the Scheme Implementation Agreement and are summarised in Section 4.6 of
this Scheme Booklet.
Scheme Consideration means $0.35 for each Perilya Share held as at the Scheme Record
Date that Perilya has determined and announced that it will pay by no later than the
Implementation Date, being the last date for payment of the Scheme Consideration to
Scheme Shareholders in accordance with the Scheme.
Scheme Implementation Agreement means the scheme implementation agreement
entered into by Perilya and Zhongjin on 3 September 2013, a copy of which is included in
Annexure B.
Scheme Meeting or Meeting means the meeting of Participating Shareholders at which the
Scheme Resolution will be voted on, convened pursuant to orders of the Court made on 28
October 2013, and includes any adjournment of that meeting.
Scheme Meeting Date means the date of the Scheme Meeting.
Scheme Record Date means 16 December 2013 being the fifth Business Day after the
Effective Date, or such other date (after the Effective Date) as Perilya and Zhongjin may
agree in writing.
Scheme Resolution or Resolution means the resolution in relation to the Scheme to be
voted on at the Scheme Meeting, as set out in the Notice of Scheme Meeting.
Scheme Shareholder means a Perilya Shareholder as at the Scheme Record Date that is
not an Excluded Shareholder.
Scheme Shares means a Perilya Share held by a Scheme Shareholder.
Second Court Date means the first day on which an application made to the Court for an
order under section 411(4)(b) of the Corporations Act approving the Scheme is heard.
Section means a section of this Scheme Booklet.
Subsidiary of an entity means another entity which is a subsidiary of the first within the
meaning of part 1.2 division 6 of the Corporations Act, or is a subsidiary or otherwise
controlled by the first within the meaning of any approved accounting standard.
Superior Proposal means a Competing Proposal (or any variation thereof) that in the
determination of Perilya’s Independent Directors acting in good faith and in order to satisfy
their fiduciary and statutory duties (as confirmed by a legal opinion from Perilya’s Australian
lawyers):
(a)

is reasonably capable of being valued and completed, taking into account both the
nature of the Competing Proposal and the person or persons making it; and

(b)

is more favourable to Scheme Shareholders than the transaction contemplated
under the Scheme Implementation Agreement, taking into account all terms and
conditions of the Competing Proposal,

provided that an independent financial adviser has provided written opinion to the directors
of Perilya which supports the determination of the matters in paragraphs (a) and (b) above.
Tax Act means Tax Assessment Act 1997 (Commonwealth of Australia).
Technical Specialist means AMC.
Technical Specialist’s Report means the report by the Technical Specialist dated 26
September 2013, which forms a part of the full version of the Independent Expert’s Report.
VWAP means volume weighted average price.
WST means Australian Western Standard Time.
Zhongjin means Zhongjin Lingnan Mining (HK) Company Limited.
Zhongjin Board means the board of directors of Zhongjin Lingnan from time to time.

51

Zhongjin Information means all information regarding Zhongjin, provided by or on behalf
of Zhongjin for inclusion in this Scheme Booklet (and any information solely derived from, or
prepared solely in reliance on, such information), and any updates to that information
prepared by or on behalf of Zhongjin, and includes the Letter from the President & CEO of
Zhongjin Lingnan and all of the information contained in Section 6.
Zhongjin Lingnan means Shenzhen Zhongjin Lingnan Nonfemet Company Limited.
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Independent Expert’s Report and Financial Services Guide
Perilya Limited
Proposed acquisition by Shenzhen Zhongjin Lingnan Nonfemet Co Ltd.
26 September 2013

Ernst & Young Building
11 Mounts Bay Road
Perth WA 6000 Australia
GPO Box M939 Perth WA 6843

Tel: +61 8 9429 2222
Fax: +61 8 9429 2636
ey.com/au

Part 1 – Independent Expert’s Report
The Independent Directors
Perilya Limited
Level 8, 251 Adelaide Terrace
Perth WA 6000

26 September 2013

Dear Sirs

Proposed acquisition by Shenzhen Zhongjin Lingnan Nonfemet Co Ltd
On 4 September 2013, Perilya Limited (“Perilya” or the “Company”) announced that it had entered into a
Scheme Implementation Agreement (the “SIA”) with Shenzhen Zhongjin Lingnan Nonfemet Co Ltd (“Zhongjin”)
under which Zhongjin intends to acquire all of the issued shares in Perilya that it does not already own for a
cash consideration of $0.35 per share via a scheme of arrangement (the “Scheme”). The Scheme is to be
implemented under section 411 of the Corporations Act (the “Act”).
Listed on the Australian Securities Exchange, Perilya is a base metal mining company with its major projects
being the Broken Hill zinc, lead and silver mine in New South Wales and the Cerro de Maimón copper, gold and
silver mine in the Dominican Republic. The Company also has near mine development prospects at Broken Hill
and on the Cerro de Maimón concession, together with a number of exploration projects at various stages of
evaluation, including the Mt Oxide Copper Project in Queensland, the Flinders Zinc Project in South Australia,
the Cumpié Hill lateritic nickel deposit in the Dominican Republic and a 60% interest in the Moblan Lithium
Project in Quebec.
Zhongjin, via a wholly owned subsidiary Zhongjin Lingnan Mining (HK) Company Limited, is Perilya’s largest
shareholder with a 53.4% interest in the Company. Zhongjin has been a shareholder in Perilya since February
2009, when it subscribed for 197.7 million shares in Perilya, obtaining a 50.1% interest in the Company.
Mr Shuijian Zhang, the Non-Executive Chairman of Perilya is also a Director and the President of Zhongjin. The
other Zhongjin nominees on Perilya’s Board are Mr Wen Wang and Mr Minzhi Han.
If the Scheme is implemented, Perilya shareholders not associated with Zhongjin (the “Non-Associated
Shareholders”) will receive a cash consideration of $0.35 for each Perilya share held and the Company will
become a wholly-owned subsidiary of Zhongjin. The Non-Associated Shareholders are to consider a resolution
seeking approval of the Scheme at a general meeting of the Company that is to be held in early December 2013
(the “Scheme Meeting”).
Under clause 8303 of Schedule 8 of the Corporations Regulations 2001 (the “Regulations”), if the other party
to the proposed transaction has a 30% or more interest in the company the subject of the scheme or if the
parties to the scheme have a common director then the documents sent to shareholders must be accompanied
by a report prepared by an independent expert in which that person provides an opinion as to whether or not
the proposed scheme is in the best interests of shareholders and sets out the reasons for that opinion.
With Zhongjin having a 53.4% interest in Perilya and having a common director in Mr Zhang, an independent
expert’s report for the Scheme is specifically required under Schedule 8 of the Regulations. Accordingly, the
Independent Directors requested Ernst & Young Transaction Advisory Services Limited (“EY”) to prepare an
independent expert’s report in respect to the Scheme, the purpose of which is to consider the Scheme and to
provide an opinion as to whether or not it is in the best interests of the Non-Associated Shareholders and to set
out the reasons for our opinion.
Ernst & Young Transaction Advisory Services Limited, ABN 87 003 599 844
Australian Financial Services Licence No. 240585

Accordingly, we have prepared this independent expert’s report to consider whether or not, in our opinion, the
Scheme is in the best interests of the Non-Associated Shareholders and setting out the reasons for that opinion.
Our report is to be included in the Scheme Booklet being sent to the Non-Associated Shareholders in respect to
the Scheme Meeting. We recommend that the Non-Associated Shareholders read the Scheme Booklet to obtain
a full understanding of the Scheme.
Neither the Act nor the Regulations define the term ‘in the best interests of’. Australian Securities and
Investments Commission has however issued Regulatory Guide 111: Content of expert reports (“RG 111”)
which provides guidance as to what matters an independent expert should consider when determining whether
or not a particular transaction is in the best interests of shareholders.
A key matter under RG 111 that an expert needs to consider when determining the appropriate form of analysis
is whether or not the effect of the transaction is comparable to a takeover offer and is therefore representative
of a ‘control transaction’. With Zhongjin intending to acquire all of the shares in Perilya that it does not already
own, the Scheme has a similar effect as a takeover offer and therefore represents a control transaction.
In the circumstance of a scheme that achieves the same outcome as a takeover offer, RG 111 suggests that the
form of the analysis undertaken by the independent expert should be substantially the same as for a takeover
offer. Independent expert’s reports required under the Act in the circumstance of a takeover are required to
provide an opinion as to whether or not the takeover offer is ‘fair and reasonable’. While there is no definition
of ‘fair and reasonable’, RG 111 provides some guidance as to how the term should be interpreted in a range of
circumstances. With respect to a takeover offer:
►

an offer is ‘fair’ if the value of the offer price or consideration is equal to or greater than the value of the
securities that are the subject of the offer; and

►

an offer is ‘reasonable’ if it is fair. It might also be ‘reasonable’ if, despite being ‘not fair’, the expert
believes that there are sufficient reasons for security holders to accept the offer in the absence of any
higher bid before the close of the offer.

RG 111 states that, in the case of a scheme, if an expert can conclude that an offer is ‘fair and reasonable’ then
he or she will be able to conclude that the scheme is in the ‘best interests’ of shareholders.
RG 111 states that the comparison of the value of the consideration and the value of the securities subject to a
takeover offer is to be made assuming 100% ownership of the target and it is “inappropriate to apply a discount
on the basis that the shares being acquired represent a minority or portfolio parcel of shares”.

Summary of Opinion
In Section 7.2, we set out our valuation conclusion, which shows the cash consideration of $0.35 being offered
by Zhongjin under the Scheme lies within our valuation range of a Perilya share being $0.20 to $0.38 on a
100% interest basis. As shown in the table below, the cash consideration is at a premium of 72% at the low end
and a discount of 7% at the high end of our assessed value of a Perilya share.
Comparison of Values
$000's

Low

High

Fair value of a Perilya share

0.20

0.38

Cash Consideration per share

0.35

0.35

Premium / (discount) to the fair value of a Perilya share ($)

0.15

(0.03)

% Premium / (discount)

72%

(7%)

Source: EY analysis
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In considering the fair values assessed for Perilya and the cash consideration being offered by Zhongjin, in our
opinion, the Scheme is fair.
In Sections 7.4, we set out commercial and qualitative factors that we considered in assessing the Scheme. In
Section 7.5 we set out other significant matters for the Non-Associated Shareholders to consider.
While individual Non-Associated Shareholders may interpret these factors differently depending on their own
circumstances, in EY’s opinion the potential advantages of the Scheme outweigh the potential disadvantages to
the Non-Associated Shareholders as a whole.
Taking into consideration the matters detailed in this independent expert’s report, in our opinion, the Scheme is
fair and reasonable and is therefore in the best interests of the Non-Associated Shareholders.

Other Matters
This independent expert’s report has been prepared specifically for the Non-Associated Shareholders. Neither
EY, Ernst & Young, nor any employee thereof undertakes responsibility to any person, other than the NonAssociated Shareholders, in respect of this report, including any errors or omissions howsoever caused.
This independent expert’s report constitutes general financial product advice only and has been prepared
without taking into consideration the individual circumstances of the Non-Associated Shareholders. The
decision as to whether to approve or not approve the Scheme is a matter for individual shareholders. The NonAssociated Shareholders should have regard to the Notice of Meeting and Scheme Booklet prepared by the
Independent Directors and management of Perilya. The Non-Associated Shareholders who are in doubt as to
the action they should take in relation to the Scheme should consult their own professional adviser.
Our opinion is made as at the date of this letter and reflects circumstances and conditions as at that date. This
letter must be read in conjunction with the full independent expert’s report as attached.
EY has prepared a Financial Services Guide in accordance with the Act. The Financial Services Guide is included
as Part 2 of this report.
Yours faithfully
Ernst & Young Transaction Advisory Services Limited

Ken Pendergast
Director and Representative

Brenda Moore
Representative
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1.

Introduction

1.1

Overview of the Scheme

On 4 September 2013, Perilya Limited (“Perilya” or the “Company”) announced that it had
entered into a Scheme Implementation Agreement (the “SIA”) with Shenzhen Zhongjin Lingnan
Nonfemet Co Ltd (“Zhongjin”) under which Zhongjin intends to acquire all of the issued shares in
Perilya that it does not already own for a cash consideration of $0.35 per share via a scheme of
arrangement (the “Scheme”). The Scheme is to be implemented under section 411 of the
Corporations Act (the “Act”).
Listed on the Australian Securities Exchange (“ASX”), Perilya is a base metal mining company
with its major projects being the Broken Hill zinc, lead and silver mine in New South Wales and
the Cerro de Maimón copper, gold and silver mine in the Dominican Republic. The Company also
has near mine development prospects at Broken Hill (i.e. Potosi/Silver Peak) and on the Cerro de
Maimón concession, together with a number of exploration projects at various stages of
evaluation, including the Mt Oxide Copper Project in Queensland, the Flinders Zinc Project in
South Australia, the Cumpié Hill lateritic nickel deposit in the Dominican Republic and a 60%
interest in the Moblan Lithium Project in Quebec.
Zhongjin, via a wholly owned subsidiary, Zhongjin Lingnan Mining (HK) Company Limited, is
Perilya’s largest shareholder with a 53.4% interest in the Company. Zhongjin has been a
shareholder in Perilya since February 2009, when it subscribed for 197.7 million shares in
Perilya, obtaining a 50.1% interest in the Company.
Mr Shuijian Zhang, the Non-Executive Chairman of Perilya is also a Director and the President of
Zhongjin. The other Zhongjin nominees on Perilya’s Board are Mr Wen Wang and Mr Minzhi Han.
If the Scheme is implemented, the Perilya shareholders not associated with Zhongjin (the “NonAssociated Shareholders”) will receive a cash consideration of $0.35 for each Perilya share held
and on completion the Company will become a wholly-owned subsidiary of Zhongjin.
On 4 September 2013, the day of the announcement, Perilya had the following securities on
issue:
Perilya - Securities on Issue
Shares on issue

769,316,426

Options (exercisable at various prices and over various dates)

5,193,014

Performance Rights

7,828,638

Total

782,338,078

Source: Perilya Management

The options on issue (“Options”) are exercisable at prices ranging from $0.87 to $0.89 and
expire over the period from 31 March 2014 to 31 March 2015. The performance rights on issue
(“Performance Rights”) vest from 31 December 2013 and either expire on 31 December 2015
or 31 December 2016, depending on whether they were granted in 2012 or in 2013,
respectively. The Options and Performance Rights are not listed.
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Under the SIA, if the Scheme proceeds the Options will be cancelled for a nil consideration and
the terms of the Performance Rights will be varied so that they vest immediately and are
exercised prior to the record date of the Scheme.
The offer from Zhongjin of $0.35 per share implies a value for Perilya, on an undiluted basis, of
$269 million. On a fully diluted basis, allowing for the issue of shares on the exercise of the
Performance Rights, the offer values Perilya at $272 million. Based on the closing price of a
Perilya share on the ASX on 30 August 2013, being the last trading day before the
announcement of the Scheme, of $0.22, the market capitalisation of the Company on an
undiluted basis was $169 million.
Based on the number of securities that will be subject to the Scheme, the estimated cash
consideration to be paid by Zhongjin under the Scheme is detailed as follows:
Cash consideration payable by Zhongjin for Perilya shares
Shares on issue at 4 September 2013
Add: shares to be issued on exercise of Performance Rights
Add: shares to be issued on exercise of Options

769,316,426
7,828,638
-

Total shares on issue (fully diluted)

777,145,064

Shares currently held by Zhongjin (53.4%)

410,574,921

Shares to be acquired under the Scheme (46.6%)

366,570,143

Zhongjin's offer price per Perilya share ($)
Total cash consideration payable by Zhongjin for Perilya shares ($)

0.35
128,299,550

Source: EY analysis

Based on this analysis, the total cash consideration to be paid by Zhongjin will be approximately
$128 million, assuming all the Performance Rights are exchanged for Perilya shares. This may
vary depending on the number of shares the Company has on issue at the date the Scheme is
implemented.
The Directors not associated with Zhongjin (the “Independent Directors”) have unanimously
recommended to the Non-Associated Shareholders to, in the absence of a superior proposal,
vote in favour of the Scheme. The Independent Directors have stated that they intend to do so in
regards to their own holdings in Perilya.
The Non-Associated Shareholders are to consider a resolution seeking approval of the Scheme at
a general meeting of the Company that is to be held in early December 2013 (the “Scheme
Meeting”). If the Scheme is approved and all the other conditions precedent are met, the
acquisition of Perilya by Zhongjin will be implemented. We recommend that the Non-Associated
Shareholders read the Scheme Booklet to obtain a full understanding of the Scheme.

÷ 2

1.2

Conditions precedent

Completion of the Scheme is subject to a number of conditions (some of which, pursuant to the
SIA, may be waived by agreement between Perilya and Zhongjin) including, amongst other
matters:
►

the Non-Associated Shareholders and the Federal Court of Australia approving the Scheme;

►

any regulatory authority approvals necessary to implement the Scheme (including from the
Australian Securities and Investments Commission (“ASIC”), ASX and Chinese regulatory
approvals) being obtained and not withdrawn;

►

an independent expert’s report concludes that the Scheme is in the best interests of the
Non-Associated Shareholders;

►

no temporary restraining order, preliminary or permanent injunction or other order issued
by any court of competent jurisdiction or other legal restraint or prohibition preventing the
Scheme;

►

no material adverse changes or prescribed occurrences occurs to Perilya’s business;

►

all of Perilya’s outstanding Options and Performance Rights have either:

-

vested and been exercised;

-

been cancelled; or

-

otherwise been dealt with according to the SIA;

►

the price of zinc as quoted on the London Metals Exchange (“LME”) does not fall and
remain below US$1,500 per metric tonne for five consecutive LME trading days up to the
second court date;

►

the price of lead as quoted on the LME does not fall and remain below US$1,700 per metric
tonne for five consecutive LME trading days up to the second court date;

►

the price of copper as quoted on the LME does not fall and remain below US$6,000 per
metric tonne for five consecutive LME trading days up to the second court date; and

►

the representations and warranties made by Zhongjin and Perilya under the SIA are
materially true and correct.

In addition, subject to the independent expert’s report concluding that the Scheme is in the best
interests of the Non-Associated Shareholders, a unanimous recommendation by the Independent
Directors must be made in support of the Scheme.
A transaction fee of $600,000 will be payable by Perilya or Zhongjin in the event that either
party breaches one of several conditions stipulated in the SIA.
Full disclosure of the conditions precedent to the Scheme is included in the Scheme Booklet.
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2.

Scope of this report

2.1

Purpose of the report

The Scheme is being implemented under the provisions of section 411 of the Act. Under clause
8303 of Schedule 8 of the Corporations Regulations 2001 (the “Regulations”), if the other party
to the scheme holds at least 30% of the company the subject of the scheme or if the parties have
a common director then the documents sent to shareholders must be accompanied by a report
prepared by an independent expert in which that entity provides an opinion as to whether or not
the proposed scheme is in the best interest of shareholders and sets out the reasons for that
opinion.
With Zhongjin having a 53.4% interest in Perilya and having a common director in Mr Zhang, an
independent expert’s report for the Scheme is specifically required under Schedule 8 of the
Regulations. Accordingly, the Independent Directors have requested Ernst & Young Transaction
Advisory Services Limited (“EY”) to prepare an independent expert’s report in respect to the
Scheme, the purpose of which is to consider the Scheme and to provide an opinion as to whether
or not it is in the best interests of the Non-Associated Shareholders and to set out the reasons
for our opinion.
Accordingly, we have prepared this independent expert’s report expressing whether or not, in
our opinion, the Scheme is in the best interests of the Non-Associated Shareholders and setting
out the reasons for that opinion. Our report is to be included in the Scheme Booklet being sent
to the Non-Associated Shareholders in respect to the Scheme Meeting.
This independent expert’s report considers the interests of the Non-Associated Shareholders as
a whole and not individually. Individual shareholders may be impacted by specific issues that are
not general to shareholders as a whole and this report cannot, and does not, consider such
issues.

2.2

Basis of evaluation

Neither the Act nor the Regulations define the term ‘in the best interests of’. ASIC has however
issued Regulatory Guide 111: Content of expert reports (“RG 111”) which provides guidance as
to what matters an independent expert should consider when determining whether or not a
particular transaction is in the best interests of shareholders.
RG 111 notes that where a scheme of arrangement has the same effect as a takeover, the
analysis used by the expert should be substantially the same as for a takeover offer. With
Zhongjin intending to acquire all of the shares in Perilya that it does not already own, the
Scheme has a similar effect as a takeover offer.
Independent expert reports required under the Act in the circumstance of a takeover are
required to provide an opinion as to whether or not the takeover offer is ‘fair and reasonable’. In
this regard:
►

Clause 17 of RG 111 indicates that where an independent expert would conclude that a
proposal is ‘fair and reasonable’ if it was in the form of a takeover offer, then the expert
would also be able to conclude that the scheme is ‘in the best interests’ of shareholders;

►

Clause 18 of RG 111 indicates that where an independent expert would conclude that a
proposal is ‘not fair but reasonable’ if it was in the form of a takeover offer, then it is still
open to the expert to also conclude that the scheme is ‘in the best interests’ of
shareholders; and
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►

Clause 19 of RG 111 indicates that where an independent expert would conclude that a
proposal is ’not fair and not reasonable‘ if it was in the form of a takeover bid, then the
expert would also conclude that the scheme is ’not in the best interests‘ of shareholders.

While there is no definition of ‘fair and reasonable’ contained in the Act or Regulations, RG 111
provides some guidance as to how the term should be interpreted in a range of circumstances.
With respect to a takeover offer:
►

an offer is ‘fair’ if the value of the offer price or consideration is equal to or greater than the
value of the securities that are the subject of the offer. The comparison is to be made
assuming 100% ownership of the target and it is “inappropriate to apply a discount on the
basis that the shares being acquired represent a minority or portfolio parcel of shares”; and

►

an offer is ‘reasonable’ if it is fair. It might also be ‘reasonable’ if, despite being ‘not fair’, the
expert believes that there are sufficient reasons for security holders to accept the offer in
the absence of any higher bid before the close of the offer.

Consistent with the provisions of RG 111, in assessing whether or not the Scheme is ‘fair’ to the
Non-Associated Shareholders we have compared the cash consideration being offered by
Zhongjin with the fair value of a Perilya share. In assessing the value of a Perilya share, we have
assumed 100% ownership, which implicitly includes a control premium.
“Fair value” is considered to be “the price at which an asset could be exchanged between a
knowledgeable and willing but not anxious seller and a knowledgeable and willing but not anxious
buyer both acting at arm’s length”. Our assessment of the fair value of a Perilya share is on a
basis consistent with this definition.
In assessing whether the Scheme is in the best interests of the Non-Associated Shareholders, in
addition to considering whether or not it is ‘fair’, we have consider a range of other factors
including:
►

the general terms and conditions of the Scheme;

►

the prices at which Perilya’s shares have historically traded at on the ASX;

►

the existence of any premium for control;

►

consideration of Perilya’s price on the ASX since the announcement of the Proposed
Scheme;

►

the alternatives to the Scheme and the consequences for the Non-Associated Shareholders;

►

the rationale of the Scheme and the advantages and disadvantages, if any; and

►

other significant matters.

In considering the fair value of Perilya we have relied on the independent report prepared by
AMC Consultants Pty Ltd (“AMC”) (the “AMC Report”), who was appointed as the independent
technical expert to undertake a technical assessment and valuation of Perilya’s mineral assets. A
copy of the AMC Report is attached in full at Appendix G and should be read in conjunction with
our report.
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In placing reliance on the AMC Report we have satisfied ourselves as to AMC’s competence and
expertise. We are also satisfied that the assumptions, methodologies and source data used by
AMC are reasonable and appropriate and that the report contains sufficient information to
support the conclusions drawn.
Our fair value assessment of Perilya is detailed in Section 7.
All amounts in this report are expressed in Australian dollars (“$”) unless otherwise stated.
In undertaking our analysis and preparing this report, we have had access to management
information in relation to Perilya. A list of the sources of information used and relied on is
contained in Appendix E.
A glossary summarising the abbreviations we have used in this report is contained in Appendix F.

2.3

Shareholders’ decisions

This independent expert’s report has been prepared specifically for the Non-Associated
Shareholders at the request of the Independent Directors of the Company with respect to the
Scheme. As such, EY, Ernst & Young and any member or employee thereof, take no
responsibility to any entity other than the Non-Associated Shareholders, in respect of this
report, including any errors or omissions howsoever caused.
This report constitutes general financial product advice only and has been prepared without
taking into consideration the individual circumstances of the Non-Associated Shareholders. The
decision to approve or not approve the Scheme is a matter for individual shareholders. The NonAssociated Shareholders should consider the advice in the context of their own circumstances,
preferences and risk profiles. The Non-Associated Shareholders should have regard to the Notice
of Meeting and Scheme Booklet prepared by the Independent Directors and management of the
Company. The Non-Associated Shareholders who are in doubt as to the action they should take
in relation to the Scheme should consult their own professional adviser.
EY has prepared a Financial Services Guide in accordance with the Act. The Financial Services
Guide is included as Part 2 of this report.

2.4

Independence

Prior to accepting this engagement, we considered our independence with respect to Perilya
with reference to ASIC Regulatory Guide 112: Independence of experts. In our opinion, we are
independent of Perilya.
EY, and global affiliations, have not provided any services to Perilya or Zhongjin in relation to the
Scheme.
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2.5

Limitations and reliance on information

In the preparation of this independent expert’s report, EY was provided with information in
respect of Perilya and obtained additional information from public sources, as set out in
Appendix E.
We have had discussions with the management of Perilya in relation to the operations, financial
position, operating results and outlook of the Company.
EY’s opinion is based on economic, market and other external conditions prevailing at the date of
this report. Such conditions can change over relatively short periods of time and these changes
can be material.
This independent expert’s report is also based upon financial and other information provided by
Perilya in relation to the Scheme. EY has considered and relied upon this information. Perilya
has represented to EY that to its knowledge the information provided is correct and that there
are no material facts which have been omitted.
EY provided draft copies of this report to the Independent Directors and management of Perilya
for their comments as to factual accuracy, as opposed to opinions, which are the responsibility of
EY alone. Amendments made as a result of review by the Independent Directors and the
management of Perilya have not changed the methodology or conclusions reached by EY.
The information provided to EY has been evaluated through analysis, enquiry and review for the
purposes of forming an opinion as to whether the Scheme is in the best interest of the NonAssociated Shareholders. However, EY does not warrant that its enquiries have identified all of
the matters that an audit, an extensive examination or ‘due diligence’ and/or tax investigation
might disclose.
Preparation of this report does not imply that we have, in any way, audited the accounts or
records of Perilya. It is understood that the accounting information that was provided was
prepared in accordance with generally accepted accounting principles in Australia.
In forming our opinion we have also assumed that:
►

matters such as title, compliance with laws and regulations and contracts in place are in
good standing and will remain so, and that there are no material legal proceedings, other
than as publicly disclosed;

►

the information set out in the Scheme Booklet to be sent by Perilya to the Non-Associated
Shareholders is complete, accurate and fairly presented in all material respects;

►

the publicly available information relied upon by EY in its analysis was accurate and not
misleading; and

►

the Scheme will be implemented in accordance with its terms.

To the extent that there are legal issues relating to assets, properties, or business interests or
issues relating to compliance with applicable laws, regulations and policies, we assume no
responsibility and offer no legal opinion or interpretation on any issue.
The statements and opinions given in this independent expert’s report are given in good faith
and in the belief that such statements and opinions are not false or misleading.
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This report should be read in the context of the full qualifications, limitations and consents set
out in Appendix A of this independent expert’s report.
This report has been prepared in accordance with APES 225: Valuation Services (revised) (“APES
225”) issued by the Accounting Professional & Ethical Standards Board Limited in May 2012. In
accordance with APES 225, we have performed a Valuation Engagement, which is defined as “an
engagement where the valuer is free to choose the valuation approaches, methods and
procedures as appropriate to the circumstances. The estimate of value that results is a conclusion
of value.”
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3.

Overview of Perilya

3.1

Company background

Perilya is a base and precious metal production and exploration company headquartered in
Perth, Western Australia. Perilya was incorporated in 1986 as ‘Artech Exploration NL’, listed on
the ASX in July 1987 as ‘Perilya Mines NL’ and subsequently changed its name and status to
Perilya Limited in 2000. Perilya has a 31 December financial year end.
Perilya’s principal operations include the Broken Hill zinc, lead and silver mine in New South
Wales, which was acquired in May 2002, and the Cerro de Maimón copper, gold and silver mine
in the Dominican Republic, which was acquired in 2011. The Company also has a number of
exploration projects at various stages of evaluation including the Mt Oxide Copper Project in
Queensland, the Flinders Zinc Project in South Australia, a 60% interest in the Moblan Lithium
Project in Quebec, Canada, and a 50% interest in the Ranau Copper and gold Project in Sabah,
Malaysia.
In response to the lower metal prices and the impact of the global financial crisis (“GFC”), in
August 2008 Perilya restructured its operations at Broken Hill by reducing and optimising
production at the Southern Operations underground mine from 1.80 million tonnes per annum
(“Mtpa”) to 0.95 Mtpa and with the North Mine and Potosi exploration declines being placed
under care and maintenance. Since September 2008, Perilya’s mining operations at Broken Hill
have been limited to the Southern Operations.
In December 2008, Perilya announced that it had entered into a share placement agreement and
strategic partnership with major Chinese Metal company, Zhongjin. Pursuant to shareholder
approval being obtained in February 2009, Zhongjin subscribed for 197.7 million fully paid
ordinary shares in Perilya at an issue price of $0.23 per share, thereby injecting $45.5 million in
cash to secure a 50.1% interest in Perilya.
Seeking to diversify its mining operations, in January 2011, Perilya successfully acquired 100%
of GlobeStar Mining Corporation (“GlobeStar”) for a cash consideration of $185 million.
GlobeStar, a mining and exploration company headquartered in Toronto, Canada was listed on
the Toronto Stock Exchange (“TSX”). GlobeStar’s primary assets included the Cerro de Maimón
copper, gold and silver mine in the Dominican Republic, a portfolio of exploration tenements
covering base metals and nickel in the Dominican Republic and a 60% interest in the Moblan
Lithium Project in Quebec, Canada.
In October 2011, Perilya announced that it was to undertake a non-renounceable 1 for 2 rights
issue at a price of $0.42 per share. Upon completion, Perilya had issued 196.3 million shares
and raised $82.5 million. In November 2011, Perilya further announced a pro-rata, nonrenounceable entitlement offer of shares under the same terms as the rights issue, issuing a
further 46.9 million shares raising $19.7 million. Proceeds from the rights issue and entitlement
offer of $102.2 million were used by Perilya to reduce the debt drawn down to support the
acquisition of GlobeStar, fund the continued development of the Potosi Operations at Broken Hill
and to progress Perilya’s more advanced exploration assets.
Since the first quarter of 2013, in response to difficult economic circumstances including a
further weakening of metal prices, Perilya management has focused on cost control measures at
Broken Hill and Cerro de Maimón.
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3.2

Mineral Assets

Included below is a brief summary of Perilya’s mineral assets, with further detail included in the
AMC Report, which is attached as Appendix G.

3.2.1

Broken Hill Operations (100% ownership interest)

Background
Perilya has operated the Broken Hill mine since it was acquired from the Administrator of
Pasminco Limited in May 2002. The Broken Hill operation is principally comprised of three
separate areas:
►

Southern Operations – an underground mining operation;

►

Potosi Operation – an underground development comprising Potosi and Silver Peak located
to the north of Broken Hill and the Company’s Southern Operations, currently subject to
development and trial stoping; and

►

North Mine – an area under care and maintenance since September 2008 which has been
subject to studies to re-open.

Since the restructure of the Broken Hill Operations in September 2008, ore has been primarily
sourced from within the Southern Operations area and is processed through the Company’s
concentrator, which has a capacity of 2.8 Mtpa. The Southern Operations produces two
products: a zinc concentrate and a lead concentrate. Ore mined is crushed underground and
hoisted to the surface to be treated in the concentrator which is located adjacent to the
Southern Operations.
After completion of the treatment process, zinc and lead concentrates are railed from Broken Hill
to the Company’s bulk loading facility at Port Pirie in South Australia for export. The zinc
concentrate is then shipped to South Korea and refined by Korea Zinc Limited and Young Pong
Corporation Limited (the “Korea Zinc Group”). The lead concentrate is refined at the Port Pirie
smelter owned by Nyrstar Port Pirie Pty Ltd (“Nyrstar”).
Southern Operations
The Southern Operations had a strong operational performance in FY12 with full year
production of 130,950 tonnes of combined zinc and lead and full year notional C1 cash costs of
US$0.62/lb of payable zinc. In response to continued low commodity prices, Perilya
management announced that for FY13 the Company would focus on cost reduction and control
at Broken Hill rather than an increase in production. As a result, the annual production guidance
for FY13 was downgraded to a combined tonnage of approximately 115,000 to 125,000 tonnes
of zinc and lead.
Production from the Southern Operations in the first quarter of FY13 was impacted by the need
for rehabilitation work on critical sections of the mine in response to geotechnical issues which
became evident towards the end of FY12. This rehabilitation work has been sufficiently
progressed to establish safe access to higher grade areas. As a result, higher average grades are
anticipated for the second half of FY13.
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Potosi Operation
In 2011, Perilya’s Board made a decision to recommence development at the Potosi Operation,
comprising Potosi and Silver Peak, following its placement on care and maintenance in 2008.
The Potosi deposit is located approximately two kilometres north-east of the Broken Hill town
centre and Silver Peak is located approximately one kilometre north of Potosi.
During the first quarter of FY13 the Board approved a revised mine plan to ensure that the
project’s development strategy and production start-up schedule were undertaken in an
economically sustainable manner given the lower metal price environment. The revised mine
plan included the demobilisation of the development contractor in March 2013 and the shift to
lower-cost Perilya mining crews as well as a slowdown in the rate of development including the
scale back of early stoping in the upper section of the ore bodies. On this basis the Potosi mine
is expected to make only a modest contribution to combined ore production in FY13 with full
ramp-up having been deferred until 2014.
Trial mining and treatment of ore from Potosi commenced in March 2013 at low volumes with
22,200 tonnes produced in the June quarter. Ore mined from Potosi is trucked to the Southern
Operations concentrator for processing. Trial production and haulage is expected to continue on
a limited scale during 2013 while the modified mine plan is being implemented.
The project does not currently have a Joint Ore Reserves Committee (“JORC”) compliant Ore
Reserve, with current trial production being sourced from Mineral Resources. Updating an initial
evaluation of the project’s resource model is expected to be carried out in the September quarter
with a view to upgrade a component of Potosi’s Inferred Mineral Resources to Indicated Mineral
Resource classification. Based on these results, Perilya will determine the scale and timetable of
future operations at Potosi.
North Mine
The North Mine, comprising the North Mine Uppers and the North Mine Deeps, is located
immediately north of the city of Broken Hill. The North Mine was placed on care and
maintenance in September 2008. While the deposits contain significant high-grade Mineral
Resources, most of the high-grade material is at considerable depth and re-establishment of
access and hoisting facilities would involve considerable capital cost. The North Mine does
however continue to represent significant opportunity to Perilya given the known mineralogy,
the close proximity to Perilya’s existing infrastructure and the availability of the local workforce
that can be expanded to accommodate development. Perilya’s management continues to assess
the feasibility of recommencing operations at North Mine; however in the current low metal price
environment this is unlikely.
Mineral Resources and Ore Reserves
Since Perilya acquired Broken Hill in 2002 a total of approximately 16.5 million tonnes of ore has
been mined for a return of 1.54 million tonnes of contained zinc and lead. The Ore Reserves
have been consistently replenished through classification of areas as economic during
development planning and resource extension drilling.
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The following table summarises Perilya’s Mineral Resources and Ore Reserves statement for
Broken Hill as at 30 June 2012, being the Company’s most recent resource statement
announced.
Mineral Resources and Ore Reserves - Broken Hill

Tonnes

Zinc

Lead

Silver

'000s

%

%

%

Mineral Resources
Southern Operations

Measured

4,600

9.5%

6.9%

71

Indicated

5,600

8.9%

5.8%

64
102

Inferred
Total
North Mine Uppers

North Deeps

Potosi
Silver Peak
Central Blocks
Flying Doctor

Measured

1,500

10.0%

10.0%

11,700

9.3%

6.8%

72

400

7.4%

8.0%

155

Indicated

300

7.3%

8.4%

150

Inferred

300

7.0%

11.0%

109

Total

1,000

7.3%

9.0%

140

Measured

2,100

11.4%

13.9%

216

Indicated

1,200

11.7%

13.6%

239

Total

3,300

11.5%

13.8%

224

Inferred

1,600

14.0%

3.0%

46

Total

1,600

14.0%

3.0%

46

Inferred

400

5.0%

9.0%

77

Total

400

5.0%

9.0%

77

Inferred

700

5.0%

4.0%

43

Total

700

5.0%

4.0%

43

Indicated

900

3.1%

4.2%

43

Inferred

600

3.0%

4.0%

46

Total

1,500

3.1%

4.1%

44

Henry George

Inferred

1,300

8.0%

1.0%

14

Total

1,300

8.0%

1.0%

14

1130

Inferred

200

12.0%

1.0%

7

Total

200

12.0%

1.0%

7
119

Total

Measured

7,100

9.9%

9.0%

Indicated

8,000

8.6%

6.9%

91

Inferred

6,600

9.1%

5.1%

56

21,700

9.2%

7.0%

89

Total
Ore Reserves
Southern Operations

Proved

5,340

7.3%

5.9%

59

Probable

6,361

5.1%

3.8%

41

11,701

6.1%

4.8%

49

Total
Source: Perilya’s ASX announcements

The table above includes Mineral Resources for projects that are described in more detail in
Section 3.2.3.
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Production Volume History
Production at Broken Hill for the years ended 31 December 2011 (“FY11”), 31 December 2012
(“FY12”), the quarters ended 31 March 2013 and 30 June 2013 (“1Q13” and “2Q13”,
respectively) and the half year ended 30 June 2013 (“HY13”) is summarised in the table below:
Production statistics - Broken Hill
FY11

FY12

1Q13

2Q13

HY13

Ore
Total ore mined
Total ore treated

kt
kt

1,744.7
1,749.2

1,692.7
1,692.5

420.3
420.2

406.4
405.3

826.7
825.5

%
kt
kt
kt

4.4
143.2
70.1
56.7

5.0
158.3
76.9
64.2

4.6
34.8
16.9
14.1

4.8
36.4
17.7
14.7

4.7
71.3
34.6
28.9

%
kt
kt
kt

3.4
72.4
51.5
48.4

3.7
77.3
54.1
51.4

3.0
14.2
10.0
9.5

3.0
13.8
9.7
9.2

3.0
28.0
19.7
18.7

g/t
Moz

35.9
1.4

39.5
1.6

31.5
0.3

28.8
0.3

30.2
0.5

Zinc
Grade
Concentrate
Contained zinc
Payable zinc
Lead
Grade
Concentrate
Contained lead
Payable lead
Silver
Grade
Contained silver

Source: Perilya’s ASX announcements, annual reports

We make the following comments with regard to the table above:
►

In FY11 and FY12, ore was sourced solely from the Southern Operations. The mine
produced 1.7 million tonnes of ore in FY12, which was 5% above the Company’s plan. FY12
grades for zinc and for lead increased by 14% and 8% respectively over the previous 12
months as a result of individual stopes being mined;

►

Operations were impacted by geotechnical issues during the first half of 2013, which
resulted in reduced access to high grade production areas and a greater reliance on
established lower grade ore blocks to achieve production volumes. This resulted in a
decrease in contained and payable zinc and lead;

►

Trial stope production and haulage of ore from the Potosi deposit for treatment in the
Southern Operations concentrator commenced in March 2013 and continued into 2Q13
with a total of 22,200 tonnes mined; and

►

Perilya introduced a remote haul truck loading facility in FY12 and gained full accreditation
as a rolling stock operator by the Independent Transport Safety Regulator in 2012,
resulting in increased operational efficiency.
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Historical margins
The following table summarises the average price received, C1 cash costs and cash operating
margin per pound of payable zinc.
Cash cost and operating margin
FY11
Average price received
Direct cash costs
By-product credits
Zinc treatment charges
C1 cash costs
Cash operating margin

US$/lb zinc
US$/lb zinc
US$/lb zinc
US$/lb zinc
US$/lb zinc
US$/lb zinc

0.99
1.69
(1.28)
0.15
0.56
0.43

FY12
0.88
1.27
(0.90)
0.25
0.62
0.26

1Q13
0.93
1.47
(0.84)
0.28
0.91
0.01

2Q13
0.84
1.32
(0.67)
0.30
0.94
(0.11)

HY13
0.88
1.39
(0.75)
0.29
0.93
(0.05)

Source: Perilya’s ASX announcements, annual reports
►

Net cash costs of US$0.56/lb in FY11 and US$0.62/lb in FY12 reflected the focus on tight
cost control at Broken Hill. The increased net cash costs experienced in HY13 was primarily
due to lower head grades and lower by-product credits brought about by lower metal prices;
and

►

Cash operating margins have decreased over the period noted above, partially as a result of
lower prices received as a result of the downturn in commodity prices from FY11 combined
with the increase in net cash costs.

3.2.2

Cerro De Maimón Operations (100% interest)

Perilya acquired the Cerro de Maimón operations as part of the January 2011 acquisition of
GlobeStar. The project is a sulphide open pit mine located approximately 65 km northwest of
Santo Domingo, the capital of the Dominican Republic and is accessed by sealed road. The Cerro
de Maimón mine is owned and operated by Corporación Minera Dominicana (“Cormindom”), a
Dominican company. Cormindom is a wholly-owned subsidiary of Perilya. The mine owns all the
land on which the infrastructure is located, and the operation and any extensions are well
contained within the concession.
Mining commenced at Cerro de Maimón following completion of related infrastructure in October
2008. Mining activities are performed by a contractor using a fleet of articulated trucks, rigid
body trucks and hydraulic excavators. Mined sulphide and oxide ore is trucked to separate
processing facilities.
The sulphide ore is processed by a 1,300 tonnes per day (“tpd”) flotation mill to recover copper,
gold and silver concentrate. A key element of Cerro de Maimón’s sulphide plant performance is
maintaining the ore blend such that the copper to zinc ratio is maintained at a minimum of 2.6:1
despite the less favourable ratios being experienced at depth. The oxide ore is treated in a
conventional 700 tpd cyanide processing plant to produce gold-silver precipitate. The copper
concentrate is trucked to the Port of Rio Haina on the southern coast of the Dominican Republic
where it is blended, loaded and shipped in bulk to overseas customers. The gold-silver precipitate
is loaded into containers at the mine and either trucked to port for shipment or sent by air
freight to overseas customers.
Cerro de Maimón mine had a strong FY12 performance with annual metal production in line with
annual guidance of 11,504 tonnes of copper, 13,898 oz of gold and 345,105 oz of silver with
full year notional C1 cash costs of US$0.62/lb of payable copper. Cerro de Maimón’s FY13 half
year copper production of 5,320 tonnes was in line with annual guidance of 11,000 to 12,000
tonnes copper while both gold (FY13 half year gold production of 8,707 oz) and silver (FY13
half year silver production of 186,737 oz) were ahead of the FY13 plan.
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During the year Perilya also commenced detailed studies related to the establishment of a
separate zinc recovery circuit to benefit from the higher zinc grades at depth and the
development of an underground mine to compliment the open pit. According to Perilya
management, the progression of these developments to date has been limited.
Mineral Resources and Ore Reserves
Mining of the Cerro de Maimón deposit commenced in 2008 with an original mine life of
approximately 4.5 years for the oxide ore and nine years for the sulphide ore. A resource
upgrade in 2010 extended the life of mine with new reserves showing an extended life for oxide
of four years (previously 18 months remaining) and 10 years for the sulphide (previously 6 years
remaining).
The Company’s updated estimate of Mineral Resources for Cerro de Maimón as at 30 June 2012
increased the sulphide mineral resource by 24% to approximately 12.35 million tonnes at an
average copper grade of 1.5% to add 35,940 tonnes of contained copper metal relative to the
previous estimate. The new resource estimate is expected to extend the mine life at Cerro de
Maimón beyond the previous 10 year timeframe.
The following tables summarises Perilya’s Mineral Resources and Ore Reserves statement for
Cerro de Maimón as at 31 December 2010 for Ore Reserves and as at 30 June 2012 for Mineral
Resources (reflecting the FY12 update). We note that the Ore Reserves Statement as at 31
December 2010 has not been updated since that date.
Mineral Resources and Ore Reserves
Cerro de Maimon

Tonnes

Copper

Silver

Gold

Zinc

'000s

%

g/t

g/t

%

69
21

9.3
21.9

0.7
0.4

Mineral Resources - 30 June 2012
Oxide

Measured
Indicated
Inferred

Sulphide

7

35.2

0.3

Stockpiles

599

14.8

1.4

Total
Measured
Indicated

696
5,277
5,802

14.7
26.4
25.4

1.2
0.7
0.8

Inferred

1,199

0.9%

14.9

0.7

1.1

67
12,345

3.0%
1.5%

43.2
24.9

1.0
0.7

1.2
1.2

2.6%
1.8%
2.2%

28.0
24.9
26.9
29.8
25.3
27.6

1.6
1.5
1.6
1.3
1.1
1.3

Stockpiles
Total

1.7%
1.5%

1.3
1.4

Ore Reserves - 30 June 2010
Oxide

Proven
Probable
Total
Sulphide
Proven
Probable
Total
Source: Perilya’s ASX announcements

590
311
901
2,740
2,630
5,370

We make the following comments with regard to the table above:
►

Since that date of the Mineral Resources Statement as at 30 June 2012, the oxide resource
in the open pit has been mined out and processing continues from stockpile; and

►

Due to the preliminary stage of evaluation of the underground mining potential, an
underground Ore Reserve has not been estimated.
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The following table outlines the stockpiles at Cerro de Maimón as at 31 August 2013.
CDM - Stockpiles at 31 August 2013

Tonnes

Copper

Silver

Gold

Zinc

'000s

%

g/t

g/t

%

255
254

-

19.9
4.0

1.7
0.6

-

66

1.9%

23.2

0.8

0.84

Oxide
Low grade oxide
Sulphide
Source: The AMC Report

Production Volume History
Production from Cerro de Maimón for FY11, FY12 the quarters ended 1Q13 and 2Q13 and
1H13 is summarised in the table below:
Production statistics - Cerro de Maimon
FY11

FY12

1Q13

2Q13

HY13

Sulphide ore processed
Cu grade
Zn grade
Au grade
Ag grade

t
%
%
g/mt
g/mt

472,310
3.0
0.7
0.9
46.4

492,871
2.9
0.8
1.0
31.4

123,907
2.7
na
1.0
29.7

133,335
2.6
na
1.0
27.2

257,242
2.7
na
1.0
28.5

Cu concentrate production
Cu concentrate grade
Au grade
Ag grade
Cu in concentrate production
Au in concentrate production
Ag in concentrate production

t
%
g/mt
g/mt
t
oz
oz

48,987
24.0
4.2
328.0
11,777
6,544
516,350

51,360
22.4
3.9
176.8
11,504
6,465
291,918

12,058
21.3
na
na
2,574
1,518
61,070

13,438
20.5
na
na
2,747
1,689
58,924

25,496
20.9
na
na
5,320
3,208
119,993

Oxide ore processed
t
209,268
Au grade
g/mt
1.7
Ag grade
g/mt
19.1
Au produced
oz
9,219
Ag produced
oz
70,750
Source: Perilya’s ASX announcements, annual reports

221,242
1.3
13.8
7,433
53,187

62,837
1.6
31.0
2,675
36,860

63,507
1.6
21.0
2,825
29,883

126,344
1.6
26.0
5,500
66,743

We make the following comments with regard to the table above:
►

FY11 was Cerro de Maimón’s first full year of contribution following Perilya’s acquisition of
GlobeStar in January 2011. Although FY12 production levels were below FY11, they were
still above the original feasibility forecast levels due to higher mill feed rate and recovery in
the sulphide circuit; and

►

Production in 2013 has been assisted by good availability levels and increased throughput
rates in both the sulphide and oxide circuits resulting from ongoing enhanced process
control and improvements. Increased throughput rates have minimised the impact of lower
recoveries in the sulphide circuit and higher than planned feed grades have boosted the
oxide circuit production.
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Historical margins
The following table summarises the average price received, C1 cash costs and cash operating
margin per pound of payable copper. We note that the C1 cash costs are presented as a net
notional cash cost, i.e. by-product credits have been deducted from direct cash costs.
Cash cost and operating margin
Average price received
C1 cash costs
Cash operating margin

US$/lb copper
US$/lb copper
US$/lb copper

FY11

FY12

1Q13

2Q13

HY13

3.99
0.39
3.60

3.60
0.62
2.98

3.60
0.85
2.75

3.24
0.92
2.32

3.42
0.89
2.53

Source: Perilya’s ASX announcements, annual reports

We note that despite the cash cost of production steadily increasing from US$0.39/lb since
FY11 to US$0.92/lb in 2Q13; all increases have been within the annual guidance range of costs
for their corresponding production year.

3.2.3

Exploration

Exploration at Broken Hill
Perilya has in excess of 1,000 square kilometres under tenement in the Broken Hill area
including the mine leases incorporating the Southern Operations, the North Mine and the Potosi
Operation as well as local exploration targets including the Flying Doctor, Central Blocks, Henry
George and the 1130 deposits. An overview of the geology, mineralisation and mineral resource
estimates for each of the exploration deposits is provided in the AMC Report.
In 2012, Perilya undertook both near mine and regional exploration on its Broken Hill tenements
including the review of airborne data for target selection as well as diamond drilling on priority
targets. Down-hole electromagnetic surveys and ground geophysical surveys over approximately
10 additional target areas were also completed.
In 2013, surface geophysical data was reviewed and diamond drilling targets were identified.
Low priority tenement areas are being reviewed for possible relinquishment to reduce overall
expenditure requirements for the region.
Flinders Project
The Flinders Project, located in the Leigh Creek region 530 km north of Adelaide, South
Australia is primarily prospective for high-grade zinc silicate mineralisation. The project consists
of fourteen exploration licences, seven mining leases, two miscellaneous purpose licences and
three retention leases that cover an area of 2,597 square kilometres. While some of the
exploration licences are joint ventures with other parties, most of the area covered by
exploration licences and all of the mining leases and retention leases are held wholly by Perilya.
Zinc has previously been mined in the area at Beltana including 316,000 tonnes (grading 32%
zinc) by Perilya and a further 347,000 tonnes (grading 38% zinc) by a previous operator.
Work on the project in FY13 has been concentrating on regional prospects with the aim of
rationalising the large tenement package. Field reconnaissance of targets and whole rock
sampling is planned to further define targets for potential drill testing.
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The table below outlines the Mineral Resource for the Flinders Project as at 30 June 2011. We
note that the Mineral Resources cut-off grade was 10% zinc.
Mineral Resources
Flinders Project
Indicated
Inferred
Total
Source: Perilya’s ASX announcements

Tonnes

Zinc

'000s

%

%

35.0%
28.3%
30.2%

1.4%
1.2%
1.4%

569
125
694

Lead

Mount Oxide Copper Project
The Mount Oxide Copper Project is located approximately 150 km north of Mt Isa in Queensland,
Australia on one of ten mineral exploration permits held by Perilya. The tenements cover an
area of 438 square kilometres. The upper portion of the deposit was mined intermittently by
open pit and underground methods between 1912 and 1971 producing a total of 764,000
tonnes at a grading of 3.1% copper. A study completed by Perilya in 2011 was aimed at open pit
development but the conclusions were not favourable with the parameters used at that time.
Subsequently a study was started that could include an underground mining option which
included drilling some deeper drillholes aimed at extending known higher grade copper
mineralisation. That drilling had limited success and the study was discontinued.
A revised Mineral Resources estimate for the Mount Oxide Copper Project was completed in
2011 after a drilling campaign in 2008 to 2010 that followed earlier drilling by Perilya between
2004 and 2008. Drilling has also been carried out by previous holders of the tenements.
The table below outlines the Mineral Resource for the Mount Oxide Copper Project as at 30 June
2011. We note that the Mineral Resources cut-off grade was 0.5% copper.
Mineral Resources
Mt Oxide
Indicated
Inferred
Total
Source: The AMC Report

Tonnes

Copper

Mt

%

11.1
4.8
16.0

1.6%
1.0%
1.4%

Silver
g/t
9.6
5.2
6.9

The Mount Oxide Copper Project is currently on hold as a number of opportunities for the project
are being reviewed.
Within the Mount Oxide area, is Perilya’s new PMG project, originally called the Theresa Zinc
prospect. This project is located 20 kilometres north east of the Mount Oxide Copper Project
deposit in northern Queensland. The area is prospective for zinc and lead. Targets are being
reviewed and prioritized with work commencing on a 2,000 metre reverse circulation drill
program during FY13.
Dee Range
The Dee Range Project1 includes a mineral exploration permit and a mining lease covering about
270 square kilometres in the Dee Range near Rockhampton in Queensland, Australia. The
tenements are the subject of a farm-in agreement between Perilya and Hammer Metals Limited
(“Hammer Metals”). The project comprises three tenements, namely EPM 15810, EPM 19831
and MDL13. EPM 15810 and MDL13 have been granted while EPM 19831 is still under an
exploration license. Under the agreement Hammer Metals can earn a maximum 75% interest in
EPM 15810 and MDL13. Perilya holds 0% interest in EPM 19831 (100% owned by Hammer
Metals) and 90% interest in EPM 15810 and MDL13.
1

Also referred to as the Golden Peaks Project
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Hammer Metals is in the process of earning a 60% interest in EPM 15810 and MDL13 by
incurring exploration and evaluation expenditure of $4 million over a period of four years.
Preliminary survey work has commenced, with more detailed assessment and modelling required
prior to commencing field work.
Exploration at Cerro de Maimón
In addition to the Ore Reserves in the open pit, Cerro de Maimón has significant Mineral
Resources identified as having potential for the development of an underground mine, or under
different economic circumstances, may be accessed through an expansion to the open pits. The
evaluation of the potential of this Mineral Resource by Perilya is ongoing.
Exploration at Cerro de Maimón has focused on resource definition drilling and expanding the
limits of mineralisation still open at depth and to the south-east of the deposit. Diamond drilling
programs in FY12 included the completion of 66 drillholes for a total of 20,509 metres which
contributed to the Cerro de Maimón Mineral Resources update announced in August 2012.
The Cerro de Maimón concessions are relatively unexplored. Consequently, fieldwork in 2013
has focused on the development and testing of targets using low detection soil geochemistry and
both ground and down-hole geophysics together with follow up drilling. The prospectivity of
these areas is considered high.
Various options for underground mining are being evaluated as part of the feasibility of mining
the deeper and southern extensions of the Cerro de Maimón deposit.
Cumpié Hill
The Cumpié Hill lateritic nickel deposit covering 22.45 square kilometres is located within the
Cerro de Maimón mining area. The project was acquired by Perilya as part of the takeover of
GlobeStar in 2011. The deposit has a National Instrument 43-101 (“NI 43-101”) compliant
estimated Indicated and Inferred Mineral Resources of 6.2 million tonnes, grading 1.5% nickel at
a 1.0% nickel cut-off grade, containing an estimated 200 million pounds of contained nickel.
An environmental impact assessment (“EIA”) for Cumpié Hill was submitted to the Ministry for
Environment and Natural Resources in July 2012. After receiving initial feedback a revised EIA
report was lodged with the Ministry in 1Q13.
The table below outlines the Mineral Resource for the Cumpié Hill lateritic nickel Project as at
February 2008. We note that the Mineral Resources cut-off grade was 1.0% nickel.
Mineral Resources
Cumpié Hill
Indicated
Inferred
Total
Source: The AMC Report

Tonnes
Mt
3.0
3.2
6.2

Ni
%
1.5%
1.5%
1.5%

At the present time, other works or studies have been suspended while development or sale
options are being considered.
Bayaguana
The Bayaguana group of mining concessions are part of the mining tenements held by
Cormindom, a subsidiary of Perilya acquired by Perilya as part of the takeover of GlobeStar in
2011. Bayaguana is a hydrothermal system located approximately 65 kilometres southeast of
the Cerro de Maimón mine and hosts several geologically significant copper and gold deposits.
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The concessions contain a number of large prospective targets with the largest being the Doña
Amanda porphyry copper deposit, which has a NI 43-101 compliant Inferred Mineral Resource of
128 million tonnes, grading 0.31% copper, 0.19 grams of gold per tonne and 1.43 grams of
silver per tonne using a 0.15% copper cut-off grade. The resources estimate is based on only 13
drillholes and uses a simple sectional interpretation and averaged grades. The estimate is
classified as Inferred Resource reflecting the poor confidence in assay quality and wide-spaced
drilling. AMC has noted that the qualified person that completed the estimate considered that a
cut-off grade of 0.3% copper was appropriate which indicates a significantly lower Mineral
Resource tonnage.
A preliminary drilling plan for the Doña Amanda Prospect has been completed with
commencement of drilling subject to receiving permitting approvals. All land owner
authorisations are in place. Analytical works are scheduled for completion during FY13.
Ranau Project
Perilya has a 50% interest in the Ranau Project joint venture, located in Sabah in Malaysian
Borneo. The other 50% interest is held by Mamut Copper Mining, a wholly owned subsidiary of
Mega First Sdn Bhd, a Malaysian listed company. The project consists of two prospecting
licences covering 327 square kilometres and includes the previously mined Mamut deposit and a
number of copper-gold exploration targets including the Bongkud area. No significant
exploration has been undertaken and no Mineral Resources are reported for the project.
AMC has indicated that the tenements have been subject to a renewal application since 2005
but administrative difficulties based around environmental issues with the Mamut mine site have
caused uncertainty.
Moblan West Lithium Deposit (“Moblan Project”)
Perilya is the joint venture manager and owns 60% of the Moblan Project, located in northern
Quebec, Canada. The remaining 40% is owned by SOQUEM Inc. The project was acquired by
Perilya as part of the takeover of GlobeStar in 2011.
The current resources estimate completed in May 2011 is presented in the table below. We note
that the Mineral Resource cut-off grade was 0.60% lithium oxide (“Li 2O”).
Mineral Resources
Moblan

Tonnes

Li2O

Contained Metal

'000s

%

'000 Tonnes

Measured

4,719

1.6%

77

Indicated

6,752

1.3%

90

Inferred

2,780

1.2%

34

Total
14,251
Source: Perilya’s ASX announcements

1.4%

201

The 2012 scoping study assessed the development of an open pit mine and ore processing
facility to produce a spodumene concentrate. Development studies have advanced in three main
areas including metallurgy, environmental base line monitoring and engineering as further
summarised below.
►

Metallurgical testwork has included dense media separation, additional locked cycle
flotation tests and preparation of bulk lithium concentrate for hydrometallurgical treatment
assessment;

►

Environmental assessment studies have included geochemistry characterisation, flora and
fauna assessment, satellite imagery and topographical mapping;
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►

Engineering work has resulted in a preliminary metallurgical flow-sheet and initial open pit
mine designs. Regular meetings have been held with representatives of the Cree Nation of
Mistissini to advance the Pre-Development Agreement.

The project’s development status is dependent on the establishment of a processing plant and
further exploratory drilling.

3.3

Financial information

3.3.1

Perilya’s financial performance

Perilya’s financial performance has been impacted by deteriorating commodities prices
experienced by mining companies worldwide. From 1 January 2011 to 31 December 2011,
zinc, lead and copper prices decreased by approximately 22%. Throughout 2012, the average
price of zinc, lead, copper and silver was approximately 10% lower compared to the average
prices throughout 2011. For the first six months of 2013, zinc, copper and silver all
experienced a continuation of lower commodity prices, with lead realising a slight 3% increase
from 2012.
Due to cost control measures over the Broken Hill and Cerro de Maimón operations, Perilya was
able to maintain an operating profit in 2012. The Company experienced a loss before tax in
HY13 of $29 million as a result of low commodity prices and geotechnical issues at the Broken
Hill operations.
Included below is a summary of Perilya’s financial performance for FY11, FY12 and HY13. The
full year amounts have been sourced from Perilya’s audited financial statements, with the half
year amounts sourced from management’s reviewed interim report.
Perilya - Statement of financial performance
000's
Revenue from operations

FY11

FY12

HY13

360,193

353,794

139,131

1,525
(3,022)

846
1,398

41
(1,401)

Raw materials, power and consumables used

(83,318)

(93,682)

(45,271)

Employee benefits expense

(50,148)

(59,166)

(33,927)

Depreciation and amortisation expense
External services and consultants

(39,008)
(62,355)

(46,756)
(57,197)

(24,956)
(26,956)

Freight and handling

(29,125)

(27,918)

(11,604)

(7,257)

(7,493)

(2,607)

Foreign exchange (loss)/gain
Other expenses from ordinary activities

(4,275)
(19,993)

(1,393)
(15,849)

(11,458)
(6,459)

Net finance income

(10,234)

(7,213)

(3,749)

(149)

(104)

(15)

Other income
Changes in inventories of finished goods and work in progress

Royalties

Impairment of available for sale financial assets
Fair value movement of financial assets through profit and loss
Profit/(loss) before income tax
Income tax benefit/(expense)
Profit/(loss) after income tax

125

-

-

52,959

39,267

(14,208)

(11,547)

9,610

38,751

27,720

(19,621)

(29,231)

Source: Perilya audited financial statements and reviewed interim accounts
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In relation to Perilya’s financial performance we note:
►

Revenue from sales has decreased over the six months to 30 June 2013 due to a
combination of lower commodity prices and lower production at Broken Hill;

►

As detailed in Section 3.2, profit margins deteriorated due to a decline in the cash
operating margins at the Broken Hill and Cerro de Maimón operations. Profit margins were
impacted by low commodity prices and operational issues at both projects. During HY13
Broken Hill experienced geotechnical issues, resulting in reduced access to high grade
production areas and a greater reliance on lower grade ore blocks to achieve production
levels. For the Cerro de Maimón operation, the cash operating margin decreased due to
slightly lower production levels as a result of the wet season commencing in May as well as
planned maintenance shutdowns in the March quarter;

►

Net profit in HY13 was impacted by a large foreign exchange loss in relation to the
Company’s USD borrowings and the deterioration of the AUD against the USD. Between 1
May 2013 and 30 June 2013 the AUD depreciated in value from 1.044 to 0.930;

►

The FY12 revenue and net profit were impacted by a negative sales adjustment of $6.3
million to 2011 shipments from Cerro de Maimón as a result of unfavourable final assays
reducing not only revenue from operations by US$6.3 million but operating profit by
approximately US$4.5 million; and

►

There has been a significant decrease in other income with this trending downwards from
FY11 to HY13. Other income relates to net gains on the disposal of property, plant and
equipment and the net gain on the disposal of available for sale financial assets.

3.3.2

Perilya’s financial position

Included below is a summary of Perilya’s financial position as at 31 December 2011, 2012 and
the half year at 30 June 2013 (“Dec11”, “Dec12” and “Jun13”). The amounts for the years
ended 31 December have been sourced from Perilya’s audited financial accounts and the
amounts for 30 June 2013 have been sourced from management’s reviewed interim report.
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Perilya - Statement of financial position
$000s
Current Assets
Cash and cash equivalents

Dec11

Dec12

Jun13

36,371

37,634

-

-

-

Trade and other receivables

64,181

48,375

34,120

Inventories

21,238

24,831

24,132

-

-

1,283

Available for sale financial assets

640

524

563

Financial assets at fair value through profit or loss
Derivative financial instruments

497
-

-

96

122,927

111,364

127,368

24,652

24,417

24,420

140

101

101

183,076
189,086

186,556
225,430

205,109
241,436

Restricted cash

Current tax assets

67,174

Non-Current Assets
Restricted cash
Trade and other receivables
Exploration, development and evaluation expenditure
Mine properties in use
Property, plant and equipment

62,784

66,604

77,599

Deferred tax assets

51,175

52,471

65,665

510,913

555,579

614,330

633,840

666,943

741,698

Total Assets
Current Liabilities
Trade and other payables

49,120

46,501

50,637

Borrowings

43,221

93,028

134,311

Other liabilities
Current tax liabilities

8,085
15,743

13,647
3,869

14,988
-

Derivative financial liabilities
Total Current Liabilities

8,646

514

68

124,815

157,559

200,004

Non-Current Liabilities
Borrowings

80,195

54,605

80,398

Provisions

39,812

39,605

40,642

-

-

-

Derivative financial instruments
Deferred tax liabilities

33,878

33,531

37,862

Total Liabilities

153,885
278,700

127,741
285,300

158,902
358,906

Net Assets

355,140

381,643

382,792

Source: Perilya audited financial statements and reviewed interim report
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In relation to Perilya’s financial position we note:
►

An increase in the cash and cash equivalents balance from $37.6 million in Dec12 to $67.2
million at Jun13 was due to the net proceeds from borrowing undertaken in the period;

►

Current borrowings at Jun13 increased from $93.0 million at Dec12 to $134.3 million, in
relation to Perilya entering into an unsecured US$35.0 million working capital facility with a
term of one year. The previous US$30 million working capital facility has been rolled over
from May 2013 and has a term of six months. Industrial and Commercial Bank of China has
discretion to extend this facility another six months after the committed term expires;

►

Non-current borrowings relate to a US$100 million facility obtained in 2010 to fund the
acquisition of GlobeStar of which US$91.2 million was utilised. Perilya has subsequently
repaid the US$40.0 million working capital facility and have entered into a new US$45.0
facility with China Development Bank. The new facility is split into two tranches: a US$30.0
million working capital facility with a term of 12 months and a US$15.0 million capital
development facility over three years. The increase in non-current borrowing from $54.6
million to $80.4 million relates to the non-current portion of the above loans;

►

Non-current restricted cash relates to deposits used for monetary backing for performance
guarantees in relation to the Broken Hill mine and security for the environmental insurance
policy related to the Cerro de Maimón mine;

►

Derivative financial instruments relate to forward metal sale contracts for cash flow hedges
and call options held for trading. The derivative financial liabilities relates to obligations
owed from forward metal sale contracts, the balances of which have steadily decreased
from Jun11 to Jun13; and

►

At Dec11, capitalised costs related to Cerro de Maimón constitute $132 million of the
balance for exploration, development and evaluation expenditure and $110 million of the
amount for mine properties in use.

►

Exploration increases since Dec11 were predominantly associated with the drilling
programs at Cerro de Maimón, Broken Hill, Mount Oxide and Flinders. Development and
capital expenditure included plant and equipment purchases of $7.7 million and mine
development of $25.1 million. $14.8 million relates to the development of the Potosi/Silver
peak mine.

3.4

Capital structure and major shareholders

At the date of the announcement Perilya had the following securities on issue:
►

769,316,426 fully paid ordinary shares;

►

5,193,014 Options; and

►

7,828,638 Performance Rights.

As discussed in Section 1.1, under the SIA, the Options will be cancelled for nil consideration and
the terms of the Performance Rights will be varied so that they vest immediately and are
exercised prior to the record date of the Scheme.
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As at 15 August 2013, the top 10 shareholders (on a beneficial interest basis) held 78.9% of the
shares on issue. The 10 largest shareholders of Perilya at that date are summarised in the
following table. At that date, Perilya had approximately 5,800 shareholders.
Perilya - Shareholder profile as at 15 August 2013
No. of shares

%

1

Zhongjin Lingnan Mining HK Company

410,574,921

53.4%

2

L1 Capital

98,214,755

12.8%

3

Acorn Capital

39,785,786

5.2%

4

Contango Asset Management

15,088,950

2.0%

5

Dimensional Fund Advisors

11,951,946

1.6%

6

LSV Asset Management

10,941,109

1.4%

7

Realindex Investments

7,266,080

0.9%

8

UBS

5,553,191

0.7%

9

Commerzbank

3,908,948

0.5%

Private Investors (Europe)

3,651,811

0.5%

Top 10 shareholders

606,937,497

78.9%

Other PEM shareholders

162,378,929

21.1%

Total shares on issue as at 15 August 2013

769,316,426

100.0%

10

Source: Perilya management

3.5

Share price performance

The chart below shows the daily share price and trading volumes for Perilya between 1 August
2012 and 30 August 2013, the last trading day prior to the announcement of the Scheme on 4
September 2013. The trading price is based on the daily closing price.
Perilya - share trading price and volume
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The following table summarises the monthly trading prices of Perilya’s shares on the ASX over
the period 1 August 2012 and 30 August 2013.
Period

August 2012

High

Low

Close

VWAP

Monthly

Liquidity

Volume

(note 1)

A$

A$

A$

A$

millions

%

0.28

0.22

0.27

0.24

24.9

7.0%
8.8%

September 2012

0.38

0.22

0.32

0.29

31.6

October 2012

0.37

0.31

0.31

0.34

6.2

1.7%

November 2012

0.33

0.26

0.28

0.26

7.9

2.2%

December 2012

0.34

0.26

0.34

0.38

4.4

1.2%

January 2013

0.41

0.29

0.31

0.33

6.4

1.8%

February 2013

0.30

0.27

0.29

0.29

17.4

4.9%

March 2013

0.29

0.23

0.25

0.25

9.1

2.5%

April 2013

0.25

0.15

0.15

0.17

23.3

6.5%

May 2013

0.18

0.12

0.13

0.14

29.3

8.2%

June 2013

0.15

0.11

0.12

0.13

16.2

4.5%

July 2013

0.24

0.12

0.18

0.17

23.5

6.5%

To 30 August 2013

0.23

0.15

0.22

0.18

16.2

4.5%

Source: S&P Capital IQ
Note 1 – Liquidity does not include the shares held by Zhongjin

The table shows that over the period considered, Perilya’s share price traded at a high of $0.41
in January 2013, after which it trended downwards across the period to a low of $0.11 in June
2013. The decreasing share price is likely partially due to falling commodity prices over the
same period. Perilya’s share price increased in July and August, closing at $0.22 on the last
trading day prior to the Announcement Date.
The monthly liquidity of Perilya shares, excluding the shares held by Zhongjin, over the period
ranged from 8.8% in September 2012 to 1.2% in December 2012. Since January 2013, the
monthly liquidity has averaged 5.0%.
In addition to the regular quarterly, interim and annual reporting announcements, the material
announcements made by Perilya from 1 August 2012 to 30 August 2013 that may have had an
impact on Perilya’s share price are summarised below:
►

27 August 2012: Perilya released a statement relating to increase in the Cerro de Maimón
operation Mineral Resource, reflecting an increase of more than 24% in contained copper
relative to the previous Mineral Resources dated 31 December 2010;

►

13 September 2012: In response to a price query from the ASX, Perilya noted that the
increase in trading volume and share price may have been attributed to the increase in
commodity prices and the market may see Perilya as being well placed financially to take
advantage of higher prices received on product sold;

►

28 December 2012: Perilya released an updated Ore Reserve and Mineral Resource
statement for Broken Hill, with Ore Reserves of 11.7 million tonnes, representing a life of
mine of 10 years from 30 June 2012. Production from the first eight years of the life of
mine is represented by Ore Reserves. The reported Ore Reserves had decreased from
previous announcements due to mining depletion, coupled with lower commodity prices,
which resulted in higher cut off grades being adopted in the estimate;
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22 July 2013: In response to a price query from the ASX, Perilya noted that the increase in
trading volume and share price may be attributed to the depreciating Australian dollar,
which has a positive effect on revenue from product sold.

►

The following chart illustrates the correlation between movements in Perilya’s share price with
the S&P/ASX 300 Metals & Mining Index over the period between January 2011 and August
2013.
140
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Perilya Share Price

ASX 300 Metals & Mining

Source: S&P Capital IQ, Broker reports

The chart shows that Perilya’s share price outperformed the S&P/ASX 300 Metals & Mining Index
up to mid-October 2011. Since then Perilya’s share price has underperformed the index.
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4.

Industry overview

4.1

The Global Mining & Metals Sector 2, 3

The global mining and metals sector has experienced substantial volatility in recent years. While
the sector continues to be underpinned by a higher price and demand environment than
compared to historical standards, a slowing Chinese growth, rising supply and cost pressures
(among other factors) have contributed to a de-rating of sector valuations from their highs.
More broadly, global economic growth has rebounded from post-GFC lows, with gains being
registered in US and other developed world economies. The S&P 500 Index recovered to record
highs in July 2013, which, along with the prospect of rising interest rates in the US, is signalling
the possibility of a shift in investor preferences back to risk. Notwithstanding this, global mining
and metals equities have underperformed the broader market, reflecting the lack of investor
confidence, both in the global demand outlook and in the ability of resource companies to deliver
acceptable returns in an environment of weakening margins.
Our analysis has shown that the global mining sector has underperformed relative to the S&P
500 Index since January 2012. Notwithstanding, industry commentators widely recognise that
the current environment provides unique opportunities for resource companies to rationalise
their cost base.
The IMF’s World Economic Outlook (July 2013) forecasts a gradual global economic recovery in
the second half of 2013 and throughout 2014. While growth rates in emerging markets and
developing countries are relatively strong, there is a divergence in the speed of recovery
between advanced economies such as the US and the Eurozone.

4.2

Base & Precious Metals Mining Industry Globally4, 5

Base metals remain challenged by weak emerging markets growth and rising supply, with many
industrial metal prices trading close to their marginal costs. That being said, commodity prices
have stabilised since their June 2013 lows and large scale action has been taken by many global
mining companies to cut costs, capital expenditure and to protect margins.
US$ Commodity price movements
1.20
1.00
0.80

$US/lb

Precious metals prices (such as gold and silver)
had held up relatively well until more recently.
Until this time, outperformance had been
underwritten by investor demand for safe haven
assets during a time of significant global fiscal
policy initiatives. However, in the period since
May 2013, improving US economic conditions
and hints by the Federal Reserve as to a
tightening in its fiscal policy, a strengthening US
dollar and rising US bond yields have led to a
flight from safe haven assets such as gold and
other precious metals.

0.60
0.40
0.20
0.00

Zinc ($US/lb)

Lead ($US/lb)

2

EY Mergers, acquisitions and capital raising in mining and metals 1H2013, released [XX June 2013]
3 IMF World Economic Outlook Update, 9 July 2013
4 Global Metals Playbook: 3Q13, Morgan Stanley, 25 June 2013
5 Commodities quarterly: Searching for value, Deutsche Bank, 25 June 2013
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US$ Commodity price movements
We set out historical movements in base and
precious metal commodity prices in the last 2436 months in the adjacent charts and note the
following of more recent price movements in the
key commodities:
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From the beginning of 2012 both zinc and lead
have been trading in a relatively tight range due
to inventory levels staying above forecast
demand. Zinc traded within a range of
US$0.80/lb and US$0.99/lb, with lead trading
within a range of US$0.79/lb and US$1.11/lb
between January 2012 and August 2013. Zinc
and lead prices have generally moved in tandem
however lead has traded at a roughly 10%
premium to zinc over the past year.
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After trending higher for most of 2012 to 2013
(averaging US$3.60/lb in Q1 2013), copper
prices fell to their lowest level for the period
(US$3.09/lb) in April 2013 on the back of lower
Chinese growth and expectations of tightening
in the US Federal Government’s quantitative
easing (“QE”) program (finishing August 2013
at $3.22/lb).
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Gold & silver
Gold and silver prices hit multi year lows in June 2013 (of US$1,192/oz and US$18.6/oz
respectively) largely as a result of expectations of tightening in the US Federal Government’s QE
program. Both gold and silver prices have edged higher since, reaching US$1,374/oz and
US$24.3/oz during August 2013.

4.3

Base & Precious Metals Mining in Australia

The mining and metals sector in Australia has not been spared from the global volatility and has
been significantly impacted by rising cost pressures, over supply and weaker commodity prices.
A falling exchange rate relative to the US Dollar in recent months has mitigated some of the
decline in US denominated commodity prices. Notwithstanding this, write downs have been a
consistent theme of the 2013 reporting season for ASX-listed mining companies, particularly in
relation to those companies exposed to base and precious metals.
The following sections provide specific industry coverage of the key commodities to which
Perilya is exposed, being zinc, lead and copper.
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4.4

The Zinc and Lead Market

Typically occurring together in complex ore deposits, zinc and lead are generally co-produced.
Together, zinc and lead are the two most widely used non-ferrous metals after aluminium and
copper, with zinc being used in galvanising iron and steel, brass and bronze making, and in the
production of other alloys. Lead is predominantly used in the production of batteries and
pigments. Zinc is closely linked to the performance of the construction industry with 50% of
global consumption used for construction. The charts below show the global consumption
breakdown of zinc and lead by the end user.
Global consumption by end user
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Industrial products
6%
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Other
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Infrastructure
16%
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24%
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59%

Transport
21%

Source: HSBC, IBISWorld

Zinc and lead are often mined in conjunction with silver as metals tend to be found in the same
deposit. The majority of zinc production is exported in the form of concentrates whereas a
substantial proportion of lead is refined locally before export.
According to IBISWorld, revenue from the mining of zinc, lead and silver ore is forecast to
generate revenue of $4.8 billion in 2013, down from $6.6 billion in 2008 representing an
annualised decline of 6.1%. From 2013 to 2018 the industry is forecast to grow at an annual
rate of 2.8% on the back of modest growth in demand from the world economies for consumer
goods.
Historically, the global market for zinc and lead has been typified by a wide base of producers
and high competition. This competition has often led to periods of over production with
producers reluctant to make significant supply cutbacks to keep supply and demand in balance.
As a result, during economic slowdowns zinc and lead inventories have had a historical tendency
to build up significantly and during economic recoveries, the metals’ prices often lag behind the
other base metals as the high inventories are reduced.

4.4.1

Global demand for zinc and lead

The performance of the zinc and lead industry is typically correlated to the general performance
of the world economy. This is due to the strong correlation between the output products
produced by zinc and lead and the end consumer, such as the demand for lead batteries in the
auto industry. In times of economic expansion there tends to be a greater demand for zinc and
lead.
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Over the past five years as a result of economic expansion in emerging countries, in particular
China, demand for both zinc and lead increased, resulting in inventory shortages and substantial
price increases. As a result of increasing prices, existing operations have been expanded and the
new mines opened, increasing total mine production.
Current economic uncertainty surrounding the Eurozone and the US economy have contributed
to a weakening of the growth in demand for zinc and lead, however this has been offset by
greater demand from China. This is a result of poor profitability surrounding China’s smelters
and has led to a decline in Chinese smelter production. As inventory levels in China are on the
decline due the slowdown in smelter production, China is increasing their level of zinc imports.
Lead demand has followed a similar pattern as zinc, albeit with a slight lag. Following the
economic expansion of China in the early 2000’s, by 2003 the population’s growing wealth
meant an emerging middle class were able to afford items requiring batteries, especially motor
vehicles. As such, demand increased rapidly. This demand has tapered in recent years, as many
western economies, specifically the US, have slowed.
In the short term both zinc and lead are expected to be supported by strong demand from the
US auto industry, due to a larger than expected rise in demand for new car sales. This has
resulted in the US auto makers having to run their car production plants at or above capacity in
an attempt to keep up with the current demand.
According to the International Lead and Zinc Study Group, global lead usage is anticipated to
rise by 4.8% for 2013. This is due to an expected increase in demand from China primarily from
the auto industry and the decline in smelter production.

4.4.2

Global supply of zinc and lead

Following prices spikes in zinc in late 2006 and lead in 2007, many companies developed new
projects or expanded existing operations to increase production. Given the nature of mining
operations, there was a significant lag between the time of all time high zinc and lead prices and
when the additional supply reached world markets. As demand has declined in recent months,
the supply/demand balance for both metals has moved toward an increased surplus which is
expected to continue into the short term to medium term.
Both zinc and lead industries are currently experiencing difficult market conditions, with many
companies’ cash costs exceeding zinc and lead prices. As a result, reductions in production,
mine closures and project delays are becoming more common. Many producers have scaled back
production including CBH Resources Limited and OZ Minerals Holdings Limited, the world’s
second largest zinc miner. China’s MMG Limited is forecasting a drop in zinc production in 2013
as the world’s second largest zinc mine, Century mine, nears depletion. This decline in
production is a result of lowering ore grades as it plans for its closure in 2016. The slowdown in
production will be slightly offset by an increase in Australian mine supply over the next couple of
years due to expansion primarily at McArthur River and higher ore grade at Mount Isa.
As global zinc and lead activity slows over the short term, inventory levels will be the key factor
influencing zinc and lead prices. According to various broker forecasts, total supply is expected
to stay above demand for the medium term due to weak overall economic performance by the
world economies. This will result in larger inventory levels, contributing to downward pressure
on the price of zinc and lead.
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In 2011 global refined zinc production increased by 3% to 13.3 million tonnes while global
consumption for zinc grew by only 2% to 12.9 million tonnes, resulting in a surplus of 317,000
tonnes. Refined lead production increased at about 7% over 2010 to 10.3 million tonnes,
however global consumption increased by 6% to 10.1 million tonnes creating a surplus of
188,000 tonnes.
In 2012 refined zinc production decreased by 2% to 12.9 million tonnes, while global
consumption also decreased to 12.7 million tonnes. This decreased the surplus to the market
from 317,000 tonnes in 2011 to 153,000 in 2012. Global refined lead production increased by
3% to 10.9 million tonnes while global consumption also increased by 3%. This created a surplus
of 180,000 tonnes, slightly down from 2011.

4.4.3

Zinc and lead prices

Monthly average prices for zinc and lead generally declined during 2011. Zinc reached an
annual peak of US$1.13/lb in February and July while lead reached an annual high of
US$1.23/lb in March. From the highs in 2011, both metals trended downwards for the rest of
the year with zinc trading at an annual low of US$0.83/lb in December and lead trading at
US$0.90/lb during October to December. This was due to a slowdown in world consumption,
creating downward pressure on the price. In 2012 a decrease in surplus supply to the market
alleviated some downward price pressure resulting in zinc prices around US$0.80/lb and lead
prices around US$0.90/lb.
From the beginning of 2012 zinc has been trading in a narrow trading range between
US$0.80/lb to US$0.95/lb. Lead has been trading between US$0.90/lb to US$1.00/lb for the
same time period. This range bound price movement is expected for the short to medium term
while inventory levels remain above forecast demand, albeit at tightening levels. According to
various brokers, available supply will be above demand in the short to medium term keeping the
price of zinc and lead relatively stable, however from the medium term onwards they are
forecasting demand to outstrip supply as world economies recover. From here a recovery in price
is forecast, with various brokers anticipating zinc to trade at US$1.00/lb in 2017, around the
same price level forecast for lead.
Zinc and lead prices have appeared to be moving in tandem in the last six months. On an
average, lead prices have been trading at more than a 10% premium to zinc prices.
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The following charts show the historical prices for zinc and lead from January 2011 together
with the consensus broker forecasts for 2014 to 2018.
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Overall, analysts are forecasting zinc and lead prices to improve from recent low market prices
realised for both commodities. This is a result of strengthening global fundamentals and
increasing demand from emerging and developing global economies.
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4.4.4

Key issues facing zinc and lead producers

Some of the key issues zinc and lead producers are currently face include:
►

Production surpluses and low demand growth resulting in large zinc inventory overhang.
Producers will need to scale back production in order to remedy this however this will not
result in a quick turnaround for zinc prices;

►

Lack of zinc supply in the medium term with major mines reducing production or going
offline completely in the next few years. This could result in possible merger and acquisition
activity for mines with strong fundamentals due to the relatively strong outlook for zinc;
and

►

The hazardous nature of lead metal has resulted in stricter permitting regimes in order to
set up new operations.

4.5

The Copper Market

Copper is a naturally occurring metallic element, found within the Earth’s crust either in its
natural state or as a sulphide, carbonate, or silicate deposit. The majority of copper is mined
through open cut mining; however, underground mining methods are also used. In addition to
these traditional methods of mining, copper is also mined using in-situ or solution mining and
offshore extraction. Once extracted, miners sell their copper concentrate to smelters and
refiners for processing. Copper ore may be processed using one of two methods:
pyrometallurgical processing or hydrometallurgical processing.
Pyrometallurgical processing, being the more predominant method, involves crushing the copper
ore and subjecting it to extreme heat to separate the copper from other elements. The molten
copper is then cast into anodes and subject to electro-refining, resulting in refined copper
cathodes of 99.99% purity. Hydrometallurgical processing involves dissolving copper ore in a
diluted sulphuric acid solution to separate the contained copper from the rock. The copper
solution is then treated with an organic compound to recover the copper from the solution and
placed onto electrolysis cathodes resulting in refined copper cathodes of 99.99% purity.
Due to its mineral properties such as high ductility, malleability, thermal and electrical
conductivity, and its resistance to corrosion, copper has become a major industrial metal.
Electrical uses for copper, including power transmission and generation, building wiring,
telecommunication, and electrical and electronic products, account for about 75% of total
copper use. Electrical and electrical products are the single largest market, followed by
construction, transportation, industrial machinery, and consumer and general products. Copper
by-products from manufacturing and obsolete copper products are readily recycled and
contribute significantly to copper supply.
Growth in the industry over the past five years has been the result of growing demand from
emerging markets such as China and India. According to IBISWorld, Australian copper ore
production is expected to increase revenue by 5.1% in FY14 to $7.8 billion. This is expected to
grow by an annualised rate of 1.8% through to FY19, increasing revenue to $8.5 billion.
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4.5.1

Global demand for copper

Copper ranks third in the world consumption of metals, behind iron and aluminium. Refined
copper consumption was estimated at 20.5 million tonnes for 2012 as compared to 18.0 million
tonnes achieved in 2008. In the first five months of 2013, world usage is estimated to have
declined by around 2.0% compared with that in the same period of 2012.
The international Copper Study Group had projected that global refined copper demand
exceeded production by roughly 400,000 tonnes in 2012, an increase from 200,000 tonnes
experienced in 2011 and a continuation of production deficits from 2010. This has led to a
generally elevated copper price throughout the majority of this period.
Although there is uncertainty surrounding the global economy, demand for copper is expected to
increase over the short term. This is a result of strengthening fundamentals in developed
economies contributing greater demand for consumer products, as well as the continuing
expansion of emerging economies such as China and India, albeit at slower growth rates.
China remains the main driver of demand, as it consumes an estimated 40% of the total global
output of copper. As 31% of copper consumption is used in the construction industry,
urbanisation and the investment in infrastructure remain important factors to increasing demand
for copper by China.
China’s copper consumption grew by 15.5% in the first 10 months of 2012, compared with the
same 2011 period on the back of a 40.0% increase in net imports of refined copper. However,
there was anecdotal evidence that some of the high Chinese import levels during early 2012
were supported by an increase in inventories held in bonded warehouses. Usage in other leading
copper consuming regions, the European Union, Japan and the US, declined by 7.5%, 1.5% and
0.0% respectively during first 10 months of 2012.
Global copper consumption by end user
Consumer
products
9%
Transport
13%

Electronic
products
34%

Machinery
13%

Construction
31%

A threat to the global demand of
copper is substitute products.
Copper remains the material of
choice due to its energy efficiency
and carbon sensitive properties;
however, prolonged high copper
prices could lead to a change
towards aluminium.
Current
substitution rates remain low at
roughly 2% of the global market
with high volume sectors such as
plumbing tube and telecom cables
remaining relatively immune to
substitutes.

Source: HSBC
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4.5.2

Global supply of copper

World refined production is estimated to have increased by 6.4% in the first five months of 2013
compared to refined production levels in the same period of 2012, due to a recovery in
production levels from constrained output in early 2012. These production disruptions occurred
from mine failures and closures as well as refinery outages.
Due to declining inventory balances it is forecast that 2013 will produce a reduced refined
surplus of 150,000 tonnes that will add to a tightening of supply providing continued support for
the copper price.
In the medium term, expansion programs undertaken by existing mines should see supply to the
market increase, however low ore grades, technical problems, industrial action and adverse
weather conditions could cause further supply disruptions. Although the previous production
disruptions affected the overall supply, these seem to have been factored into the price as there
has been an adequate inventory cushion able to absorb any shortfall, which has not resulted in a
supply shortage or price spike. As a result of the higher inventory levels, any unforeseen
production slowdowns have already been factored into the market’s supply/demand expectations
for this year.
It is widely forecast that the overall copper market will be moving into surplus from the increased
production activity, however due to the time needed to get a project from exploration to
production, there is expected to be a supply lag until 2016. Acceleration of production is
expected in the refined copper and concentrate market over the next three years with forecasted
growth of 3.8% in 2013, 4.9% in 2014, and 6.9% in 2015. However, a slowdown in refined
production growth of 2.8% is expected in 2016 due to a tighter concentrate market which could
constrain the metal supply.

4.5.3

Copper prices

From December 2010 to July 2011 copper has traded at a high of US$4.45/lb. From the highs
in mid-2011, copper prices reduced to US$3.15/lb in September 2011 due to demand concerns
from the developing debt crisis in the European Union and slower growth policies in China. After
trending higher for most of 2012 on tighter supply/demand fundamentals, copper averaged
US$3.60/lb in the first quarter of 2013 before dropping to its lowest level of US$3.09 in April
2013.
Over the past few months investor positioning in copper has contributed to higher price
volatility. Investor positioning represents the movement of traders between long and short
positions over copper, and recent price swings have possibly been a result from the inevitable
unwinding of their short positions.
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The following chart shows the historical price for copper as well as the consensus broker
forecasts for 2014 to 2018.
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Overall, due to improving production, analysts are forecasting copper prices to stabilise at
current price levels of around US$3.00/lb for 2014 to 2018 with a long term price of
US$2.80/lb.

4.5.4

Key issues facing copper producers

Some of the key issues copper producers are currently facing include:
►

Rising operating costs resulting from increased labour costs as well as uncontrollable
factors such as inflation, currency volatility, and increased taxes/royalties are all adding to
the operating costs associated with producing copper. It has been estimated that global
copper mining costs have risen 30% over the last five years from 2007 to 2012, with the
most notable growth in labour and fuel costs. This is due to the relatively high price of
copper as well as the increasing demands from labour unions.

►

Higher energy costs and power shortages in copper producing countries such as Chile and
Zambia. These are impacting existing operations as well as future mine developments.

►

Pressure from local communities and regulators regarding environmental concerns such as
water and soil contamination and air emissions.

►

Political uncertainty resulting from the need to venture into higher risk and politically
unstable territories to sustain production growth. Chile’s Centre for Copper and Mining
Studies has warned that the copper industry could experience supply uncertainty as
growing resource nationalism threatens production.

In addition to rising operating costs, the copper industry is experiencing declining ore grades.
Scarcity of advanced high quality development opportunities could possibly cause tightening in
the supply of copper to the market and place upside pressure to the copper price.
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5.

Valuation methodology and approach

5.1

Definition of fair value

In forming our opinion as to whether or not the Scheme is in the best interests of the NonAssociated Shareholders, we have assessed the fair value of a Perilya share in order to compare
that amount with the cash consideration being offered by Zhongjin of $0.35 per share.
Fair value is generally defined as:
“the price at which an asset could be exchanged between a knowledgeable and willing but not
anxious seller and a knowledgeable and willing but not anxious buyer both acting at arm’s
length”.
Our assessment of the fair value of Perilya has been done on a basis consistent with this
definition.
In a control transaction, RG 111 considers an offer to be ‘fair’ if the value of the offer price or
consideration is equal to or greater than the value of the securities that are the subject of the
offer, and if considered ‘fair’ the offer is also considered ‘reasonable’. If a transaction is
determined to be ‘fair and reasonable’ under this test then, in the circumstances of a scheme, it
is considered to be in the ‘best interests of’ shareholders.
RG 111 states that the comparison of the value of the consideration and the value of the
securities the subject of a takeover offer is to be made assuming 100% ownership of the target
and it is “inappropriate to apply a discount on the basis that the shares being acquired represent
a minority or portfolio parcel of shares”.
In our opinion, the Scheme represents a control transaction. On this basis, while we have
assessed the Scheme by comparing the fair value of a Perilya share with the cash consideration
being offered by Zhongjin, in valuing Perilya we have assumed 100% ownership, which implicitly
includes a control premium.
In assessing the fair value of Perilya, AMC was engaged to undertake a technical assessment and
valuation of the Company’s mineral assets. The AMC Report is included as Appendix G of this report.
Consistent with the VALMIN Code, AMC describes the values determined for Perilya’s mineral assets
as representing a Technical Value. Under the VALMIN Code, ‘Technical Value’ excludes “any premium
or discount for such factors as market and strategic considerations”. Given the methodologies applied
and the assumptions upon which the valuation of Perilya’s mineral assets are based, in our opinion,
the Technical Values assessed by AMC are representative of the fair values of each of the assets under
the abovementioned definition.

5.2

Valuation methodology and approach

RG 111 provides guidance on the valuation methods that an independent expert should consider
when valuing a company. These methods include the:
►

Discounted cash flow method and the estimated realisable value of any surplus assets;

►

Application of earnings multiples (appropriate to the business or industry in which the
entity operates) to the estimated future maintainable earnings or cash flows of the entity,
added to the estimated realisable value of any surplus assets;
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►

Amount that would be available for distribution to security holders on an orderly realisation
of assets;

►

Quoted price for listed securities, when there is a liquid and active market and allowing for
the fact that the quoted price may not reflect their value, should 100% of the securities be
available for sale;

►

Recent genuine offers, if any, received by the target for any business units or assets as a
basis for valuation of those business units or assets; and

►

Amount that any alternative acquirer might be willing to offer if all the securities in the
target were available for purchase.

Each methodology is appropriate in certain circumstances. The decision as to which
methodology to apply generally depends on the nature of the asset being valued, the
methodology most commonly adopted in valuing such an asset and the availability of
appropriate information.
The discounted cash flow (“DCF”) methodology involves calculating the net present value of cash
flows that are expected to be derived from future activities. The forecast cash flows are
discounted by a discount rate that reflects the time value of money and the risk inherent in the
cash flows. This methodology is particularly appropriate in valuing projects, businesses and
companies that are in a start-up phase and are expecting considerable volatility and/or growth in
earnings during the growth phase, as well as businesses with a finite life (such as mining
projects). The utilisation of this methodology generally requires that the asset be sufficiently
advanced to enable management to provide long term cash flows with some degree of
robustness.
The capitalisation of earnings methodology involves capitalising the earnings of a project, a
business or a company at an appropriate multiple, which reflects the risks underlying the
earnings together with growth prospects. This methodology is theoretically most appropriate
where a company or business is expected to generate a relatively stable level of earnings but in
practice, is also frequently used in a range of other circumstances.
The net asset backing methodology involves consideration of the net realisable value of the
assets of a business or company on a going concern basis, assuming an orderly realisation of
those assets. This value includes a discount to allow for the time value of money and for
reasonable costs of undertaking the realisation. It is not a valuation on the basis of a forced
sale, where assets may be sold at values materially different to their fair value.
Market based assessments relate to the valuation of companies, the shares of which are traded
on a stock exchange. While the relevant share price would, prima facie, constitute the market
value of the shares, such market prices usually reflect the prices paid for small parcels of shares
and as such do not include a control premium relevant to a significant parcel of shares.

5.3

Valuation methodology adopted

Given the nature of Perilya as a mining and exploration company, we have assessed the value of
the Company on a net asset backing basis after considering the underlying value of its assets
and liabilities on a going concern basis. In adopting this approach, a key component of the
valuation is the assessment of the value of Perilya’s mineral assets. The methodologies applied
in valuing the mineral assets were selected based on the stage of development of each asset
and are summarised in the remainder of this section.
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5.3.1

Broken Hill and Cerro de Maimón

Mining projects in the later stages of development or in production are typically valued using a
DCF approach as projects of this type are generally well defined technically and supported by
reliable cash flows forecasts.
Given that the Broken Hill and Cerro de Maimón projects are in production and that a detailed life
of mine (“LOM”) Model is available, we have valued the projects using the DCF methodology.
To assist in our assessment of the Broken Hill and Cerro de Maimón projects and to be consistent
with the requirements of the VALMIN Code, the technical, production and cost assumptions
adopted in the LOM Model have been reviewed by AMC. AMC’s comments and findings are
detailed in the AMC Report, which is included as Appendix G.

5.3.2

Exploration Projects

The exploration projects, with the exception of the Moblan Project, were valued by AMC. The
AMC Report is contained in Appendix G.
As described in Section 5.3 of the AMC Report, in relation to the Moblan Project, AMC concluded
that no actual or recent transactions deemed comparable to the Moblan Project are available to
apply the exploration valuation methods outlined in section 2.1 of their report. As a result, EY
has assessed a value range for the Moblan Project using a market approach based Mineral
Resources multiples of comparable companies.

5.3.3

Other assets and liabilities

The value of Perilya’s other assets and liabilities, including cash, hedges and interest bearing
liabilities, are considered commensurate with their book values.

5.3.4

Valuation cross check

Prior to finalising our valuation conclusion we considered the reasonableness of our overall
valuation range in comparison to the prices at which Perilya’s shares traded on the ASX prior to
the announcement of the offer from Zhongjin.
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6.

Valuation Assessment

6.1

Introduction

To value Perilya for the purposes of assessing whether the Scheme is in the best interests of the
Non-Associated Shareholders, we have adopted a net asset backing approach, which involves
assessing the fair value of the assets and liabilities of the Company. As a cross check to our
valuation range, we have also used a market approach.
In assessing the fair value of Perilya using a net asset backing approach, AMC was engaged to
undertake a technical assessment and valuation of the Company’s mineral assets. In considering
the range of methodologies applicable to the valuation of mineral assets, AMC selected an
appropriate method based on the stage of development of each asset.
For operating mines and advanced stage projects, AMC determined that the DCF approach was
appropriate on the basis that forecasts of production and related costs could be reasonably
determined based on information provided by Perilya management. A summary of the DCF
methodology is contained in Section 5.2 of this report.
With the exception of the Moblan Project, AMC applied the Yardstick Valuation Method for predevelopment projects with JORC Code compliant Mineral Resources. This method involves the
application of a value per contained metal unit (e.g. tonnes of lead, zinc and or copper) against
the project’s Indicated and Inferred Mineral Resources to assess the value of the project. For
projects or areas without JORC Code compliant Mineral Resources, AMC applied a range of
generally accepted methods including the Past Expenditure Method that applies a multiplier to
past expenditure based on the future prospectivity of the area as well as the Joint Venture
Terms Method that considers a cash equivalent value by assessing the deemed expenditure
terms at the time of the agreement. Where evidence of recent transactions was available, AMC
adopted the Transaction Value per Resource Tonnes approach. Details of these approaches are
contained in Section 2 of the AMC Report.
We note that for commercial confidentiality reasons Perilya management have requested EY and
AMC to present our valuation results in a summarised form rather than on an individual project
by project basis. While EY and AMC have done this to maintain the commercial confidentiality
requested by Perilya management, in EY and AMC undertaking our analysis we have been
provided with access to all of the information we requested, commercially confidential or
otherwise.
The valuation of Perilya’s assets and liabilities using the net asset backing approach along the
value of Perilya’s underlying shares is detailed in Section 6.2.6.
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6.2

Valuation of Perilya’s underlying assets and liabilities

6.2.1

Broken Hill Project valuation

AMC assessed the value of the Broken Hill Project using the DCF methodology. Cash flows for
the Broken Hill Project were based on LOM plans provided by Perilya management and modified
by AMC (“AMC BH Model”). In developing the range of values, AMC prepared two cases:
►

Case 1: based on Ore Reserve estimates and that part of other Mineral Resources and
exploration potential for which AMC considers there is a high confidence of future
conversion to Ore Reserves.

►

Case 2: based on the mining and processing tonnages included in Case 1, with the addition
of tonnes that AMC judged to represent likely further additions to Ore Reserves from
existing Mineral Resources and tonnes from readily demonstrable exploration potential.
Case 2 provides for a significant expansion of production and other technical upgrades and
improvements.

In valuing the Broken Hill Project, AMC applied forecast lead, zinc and silver prices, foreign
exchange rates, freight and treatment charges, discount rates and taxation analysis provided by
EY.
Details of the Broken Hill Project and AMC’s valuation are contained in Section 3 of the AMC
Report, included at Appendix G of this report.
Case 1 Overview
Case 1 is based on the production forecasts for the Southern Operations and Potosi Operations.
Outlined below are details of the production forecasts together with the capital and operating
costs associated with AMC’s Case 1 for the Broken Hill Project. All costs are stated in real dollars:
Broken Hill - Case 1
2013

2014

2015

2016

2017

2018 to 2021 to
2020
2022

Total

Physicals
Ore Tonnes Mined
Ore Tonnes Processed
Payable Lead
Payable Zinc
Payable Silver

kt
kt
kt
kt
t

640
640
19
28
18

1,900
1,900
62
82
55

1,900
1,900
62
80
55

1,900
1,900
58
83
52

1,900
1,900
59
84
54

5,100
5,100
166
220
150

1,600
1,600
54
67
49

14,940
14,940
480
643
434

Capital Costs
Sustaining
Total

$m
$m

17
17

50
50

42
42

41
41

37
37

43
43

5
5

235
235

Operating Costs
Mining
Processing
Administration
Smelting, Refining, Transport
Rehabilitation and Closure
Royalties
Total

$m
$m
$m
$m
$m
$m
$m

45
10
21
23
3
102

133
29
64
74
9
309

132
29
64
74
9
308

132
29
63
75
9
308

132
29
64
77
9
311

356
83
191
212
22
863

112
27
64
66
4
6
279

1,042
234
531
602
4
67
2,480

Source: AMC BH Model
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Key matters relevant to AMC’s Case 1 production forecast are summarised as follows:
►

AMC has included a 5% discount on mined grades for the Southern Operations to reflect
possible operational challenges.

►

Mining and processing for the Southern Operations totals 13.4 Mt at 5.5% zinc, 4.1% lead
and 43 g/t silver.

►

Mining and processing for the Potosi Operations totals 1.6 Mt at 6.8% zinc, 2.3% lead and
27 g/t silver.

►

The table below outlines the proportion of total production for Case 1 represented by Ore
Reserves, Inferred Mineral Resource and low grade mineralisation.
Broken Hill - Case 1

% of Production

Ore Reserves

69%

Inferred Mineral Resource

26%

Low grade mineralisation
Total

5%
100%

Source: AMC Report
►

Processing throughput increases from 1.7 Mtpa in 2013 to 1.9 Mtpa from 2014 until 2018,
when Potosi’s deliveries cease, and then at a rate of 1.6 Mtpa until 2021 when all
operations cease.

►

Metallurgical recoveries and concentrate grades reflect recent performance, producing
concentrates containing 644 Kt of payable zinc, 480 kt of payable lead and 433 t of payable
silver.

►

Forecast operating costs for the Southern Operations including mining costs of $68/t to
$70/t, processing costs of $15/t to $17/t and other costs of $38/t to $40/t. Mining,
crushing and haulage costs for the Potosi Operations are forecast to total $67/t to $84/t.

►

An additional allowance of $4 million was made in the year following cessation of mining to
cover potential closure costs beyond the amounts currently reflected in Perilya’s financial
accounts.

►

Total capital expenditure is forecast at $197 million for the Southern Operations and $38
million for the Potosi Operations.

Case 2 Overview
Case 2 builds on the assumptions from Case 1, excluding the 5% discount on grades for Southern
Operations and extends Case 1 on the basis of some future exploration success at both Southern
Operations (two year extension) and the Potosi Operations (three year extension). In addition,
the production forecast includes ore sourced from the Flying Doctor deposit.
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Outlined below are details of the production forecasts together with the capital and operating
costs associated with AMC’s Case 2 for the Broken Hill Project. All costs are stated in real dollars:
Broken Hill - Case 2
2013

2014

2015

2016

2017

2018 to 2021 to
2020
2024

Total

Physicals
Ore Tonnes Mined
Ore Tonnes Processed
Payable Lead
Payable Zinc
Payable Silver

kt
kt
kt
kt
t

640
640
20
29
19

1,900
1,900
65
86
59

1,900
1,900
65
84
58

1,900
1,900
61
87
56

1,900
1,900
62
88
58

5,700
5,700
190
260
177

5,100
5,100
181
226
165

19,040
19,040
645
860
591

Capital Costs
Sustaining
Total

$m
$m

17
17

50
50

42
42

41
41

41
41

111
111

24
24

326
326

Operating Costs
Mining
Processing
Administration
Smelting, Refining, Transport
Rehabilitation and Closure
Royalties
Total

$m
$m
$m
$m
$m
$m
$m

45
10
21
25
3
104

133
29
64
78
10
314

132
29
64
78
10
313

132
29
63
79
10
313

132
29
64
80
10
315

396
86
191
247
28
948

356
83
192
222
4
22
879

1,326
293
659
810
4
93
3,184

Source: AMC BH Model

Key matters relevant to AMC’s Case 2 production forecast are summarised as follows:
►

Mining and processing for the Southern Operations Mining is extended by two years from
the production assumptions used in Case 1. In addition, the 5% discount on grades was
removed. Total production included 16.6 Mt at 5.8% zinc, 4.3% lead and 45 g/t silver.

►

An additional $0.75 million of capital expenditure was added in each year from 2016 to
2019 (totalling $3 million) to discover additional resources to support the mine extension.

►

Mining of the Potosi Operations is extended by three years and includes ore from Flying
Doctor, amounting to 2.5 Mt at 6.5% zinc, 2.5% lead and 32 g/t silver.

►

The table below outlines the proportion of total production for Case 2 from Ore Reserves,
Inferred Mineral Resource and future exploration success and low grade mineralisation.
Broken Hill - Case 2

% of Production

Ore Reserve

54%

Inferred Mineral Resource

26%

Future exploration success and low grade mineralisation
Total

20%
100%

Source: AMC Report
►

Processing throughput increases from 1.7 Mtpa in 2013 to 1.9 Mtpa from 2015 until 2021,
when Potosi’s deliveries cease, and then at 1.6 Mtpa until 2023 when all operations cease.

►

Metallurgical recoveries and concentrate grades reflect recent performance, producing
concentrates containing 860 kt of payable zinc, 645 kt of payable lead and 591 t of payable
silver.
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►

Similar to Case 1, forecast operating costs for the Southern Operations include mining
costs of $68/t to $70/t, processing costs of $15/t to $17/t and other costs of $38/t to
$40/t. Mining, crushing and haulage costs for the Potosi Operations are forecast to total
$67/t to $84/t.

►

An additional allowance of $4 million was made in the year following cessation of mining to
cover potential closure costs beyond the amounts currently reflected in Perilya’s financial
accounts.

►

Total capital expenditure is forecast at $267 million for the Southern Operations and $59
million for the Potosi Operations.

Commodity prices
We advised AMC of the forecast zinc, lead and silver prices to apply in their DCF analysis. Our
determination of forecast commodity prices was based on consideration of broker consensus
estimates, restated from a nominal to a real basis. Details of the methodology and assumptions
used in our assessment of commodity price forecasts are detailed in Appendix C. Forecast
commodity prices adopted in the AMC BH Model are outlined below:
Zinc prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

Real zinc price

0.87

0.94

0.98

0.99

1.00

0.98

CY13

CY14

CY15

CY16

CY17

CY18

LT

0.96

0.99

1.00

0.99

0.99

0.93

0.91

Silver prices - US$/oz

CY13

CY14

CY15

CY16

CY17

CY18

LT

Real silver price

23.0

21.6

21.9

21.6

20.8

20.6

LT
0.98

Source: EY analysis

Lead prices - US$/lb
Real lead price
Source: EY analysis

19.5

Source: EY analysis

Foreign exchange rates
Our determination of forecast foreign exchange rates was also based on broker consensus
estimates, restated from a nominal to a real basis. Details of the methodology and assumptions
used for our adopted exchange rate forecasts are detailed in Appendix C. Forecast exchange
rates adopted in the AMC BH Model are outlined below:
US$:A$

CY13

CY14

CY15

CY16

CY17

CY18

Real US$:A$

0.97

0.91

0.91

0.90

0.88

0.88

LT
0.85

Source: EY analysis

Refining, treatment and transportation charges
In assessing the refining charges (“RC”), treatment charges (“TC”) and transportation charges to
apply in the AMC BH Model, we reviewed recent and current contracts between Perilya and its
customers and suppliers, in conjunction with discussions with Perilya management.
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Taxation
We advised AMC to adopt the Australian corporate tax rate of 30%. Perilya’s carry forward tax
losses were not included in the valuation of the Company’s mineral assets as they have been
valued separately.
Discount rate
We advised AMC to apply a range of A$ based real post-tax discount rates of between 11.0% and
12.0% to apply to the AMC BH Model cash flows. A detailed description of the discount rate
determination is set out in Appendix B.
Valuation range
The value of the Broken Hill Project has been assessed as a range, with the low end based on the
midpoint value determined under Case 1 and the high end based on the midpoint value
determined under Case 2. The range under each case is reflective of the discount rate range
applied. We note that the value for Case 2 is approximately 49% higher than the value assessed
from Case 1, with the key points of difference being the additional production included in Case 2
together with the higher grades assumed.
The table below illustrates the approximate values attributable to Ore Reserves, Inferred
Resource and to low grade mineralisation and future exploration success for Case 1 and Case 2.
NPV
Broken Hill - Case 1
Ore Reserve
Inferred Mineral Resource
Low grade mineralisation
Total

($000s)

% of NPV

111,000

71%

39,000

25%

7,000

4%

157,000

100%

Source: EY analysis

NPV
Broken Hill - Case 2
Ore Reserve
Inferred Mineral Resource
Future exploration success and low grade mineralisation
Total

($000s)

% of NPV

120,000

51%

57,000

24%

57,000

24%

234,000

100%

Source: EY analysis

6.2.2

Cerro de Maimón Project

AMC assessed the value of the Cerro de Maimón Project using the DCF methodology. Forecast
cash flows for the Cerro de Maimón Project were based on LOM plans provided by Perilya
management and modified by AMC (“AMC CDM Model”). In developing the range of values, AMC
prepared only one production case (Case 1) based on the current open pit operation, with the
underground mining potential valued as an exploration asset.
In valuing the Cerro de Maimón Project, AMC applied forecast copper, gold and silver prices,
foreign exchange rates, freight and treatment charges, discount rates and taxation analysis
provided by EY.
Details of the Cerro de Maimón Project and AMC’s valuation are contained in Section 4 of the
AMC Report, included as Appendix G of this report.
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For Case 1, ore production is based on the eight year LOM, existing oxide and sulphide stockpile
material. Outlined below are details of the production forecasts together with the capital and
operating costs associated with AMC’s Case 1 for the Cerro de Maimón Project. All costs are
stated in real dollars:
Cerro de Maimón
2013
Physicals
Ore Tonnes Mined
Waste Tonnes Mined
Ore Tonnes Processed
Payable Copper
Payable Zinc
Payable Gold
Payable Silver

kt
kt
kt
kt
kt
t
t

Capital Costs
Sustaining
Total
Operating Costs
Mining
Processing
Administration
Smelting, Refining, Transport
Rehabilitation and Closure
Royalties
Total

2014

2015

2016

2017

2018 to 2021 to
2020
2022

Total

171
1,567
247
4
5
88

512
4,688
740
11
12
241

511
4,685
556
12
6
314

512
4,515
499
10
4
276

512
4,302
498
9
5
5
289

1,535
7,744
1,495
21
16
16
799

375 4,128
855 28,357
541 4,576
7
73
6
26
6
53
290 2,298

US$m
US$m

3
3

23
23

4
4

16
16

4
4

11
11

7
7

67
67

US$m
US$m
US$m
US$m
US$m
US$m
US$m

5
7
2
3
0
17

15
20
5
9
1
50

15
14
4
9
1
43

15
12
4
8
1
40

15
12
4
9
1
41

32
37
11
25
2
106

5
13
4
9
1
31

102
116
32
71
6
327

Source: AMC CDM Model

Key matters relevant to AMC’s Case 1 production forecast are summarised as follows:
►

Ore production is based on the eight year LOM in conjunction with existing oxide and
sulphide stockpile material. The LOM plan is based primarily on Ore Reserves, with the
inclusion of approximately 1% of Inferred Mineral Resources.

►

Open pit Ore Reserves included in AMC’s Case 1 amount to 4.1 Mt of ore at 2.22% copper,
1.63% zinc, 0.79 g/t gold and 30.37 g/t silver.

►

Ore processed includes:

-

oxide stockpiles of 255 kt at 1.65 g/t gold and 19.91 g/t silver;

-

50% of the 254 kt from the low grade oxide stockpile at 0.80 g/t gold and 4.04 g/t
silver; and

-

sulphide stockpile of 66 kt at 1.90% copper, 0.84% zinc, 0.78 g/t gold and 23 g/t
silver.
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Metallurgical aspects include:

►

-

Metallurgical recoveries of 85% gold and 55% silver in the oxide circuit.

-

Metallurgical recoveries of 84% copper, 91% zinc, 40% gold and 60% silver in the copper
circuit for the remainder of 2013 and 2014.

-

Metallurgical recoveries of 84% copper, 25% zinc, 40% gold and 60% silver in the copper
circuit for 2015 to the end of the operation.

-

Metallurgical recoveries of 84% copper, 25% zinc, 40% gold and 60% silver in the copper
circuit for 2015 to 2016.

-

Metallurgical recoveries of 80% copper, 25% zinc, 40% gold and 60% silver in the copper
circuit for 2017 to 2020.

-

Metallurgical recoveries of 75% copper, 25% zinc, 40% gold and 60% silver in the copper
circuit for 2021 to the end of the operation.

-

Inclusion of a zinc depression modification installed by 2015 to reduce zinc recovery to
the copper circuit from 91% to 25%.

-

Zinc recovery circuit installed by 2017 to enable zinc recovery of 75% to a zinc
concentrate.

-

Metallurgical recovery of 70% zinc in the zinc circuit for 2017 to the end of the
operation.

►

Processing throughput for the oxide plant of 696 tpd and 95.5% availability.

►

Processing throughput for the sulphide plant of 1,428 tpd and 95.5% availability.

►

Operating costs of:

►

-

Open pit mining US$2.74/t mined.

-

Sulphide processing US$24.77/t sulphide ore.

-

Oxide processing US$30.34/t oxide ore.

-

General and administration US$7.07/t ore processed.

Capital expenditure includes sustaining and closure capital requirements.

Commodity prices
We advised AMC of the forecast copper, gold and silver prices to apply in their DCF analysis. Our
determination of forecast commodity prices was based on consideration of broker consensus
estimates, restated from a nominal to a real basis. Details of the methodology and assumptions
used in our assessment of commodity price forecasts are detailed in Appendix C.
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Forecast commodity prices adopted in the AMC CDM Model are outlined below:
Copper prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

Real copper price

3.30

3.17

3.03

3.08

3.00

2.96

CY13

CY14

CY15

CY16

CY17

CY18

LT
2.80

Source: EY analysis

Gold prices - US$/oz
Real gold price

1,390

1,320

1,300

1,280

1,310

1,300

LT
1,250

Source: EY analysis

Silver prices - US$/oz

CY13

CY14

CY15

CY16

CY17

CY18

Real silver price

23.0

21.6

21.9

21.6

20.8

20.6

LT
19.5

Source: EY analysis

Refining, treatment and transportation charges
In assessing RC, TC and transportation charges to apply in the AMC CDM Model, we reviewed
recent and current contracts between Perilya and its customers and suppliers, in conjunction
with discussions with Perilya management.
Taxation
In calculating the taxes payable in the AMC CDM Model, we adopted tax rates of 29% decreasing
to 27% from 2013 through to 2015. Perilya’s carry forward tax losses were not included in the
valuation of the Company’s mineral assets as they have been valued separately.
Discount rate
We advised AMC to apply a range of US$ based real post-tax discount rates of between 17.0%
and 19.0% to apply to the AMC CDM Model cash flows. A detailed description of the discount
rate determination is set out in Appendix B.
Foreign exchange rate
Given the value of the Cerro de Maimón was stated in US$, the value range was converted to A$
using an exchange rate of US$0.9346:A$1.00.
Valuation range
The value of the Cerro de Maimón Project has been assessed as a range based on the discount rate
range applied.

6.2.3

Exploration

Overview
The value of Perilya’s exploration assets, including Mineral Resources at Broken Hill and Cerro de
Maimón that do not form part of the operational cases, has been assessed by AMC.
The valuation of Perilya’s exploration assets is detailed in Section 3.13 (Broken Hill), Section
4.16 (Cerro de Maimón, Cumpié Hill and Bayaguana) and 5.0 (all other exploration properties) of
the AMC Report.
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Broken Hill exploration
The Mineral Resources not included in the operational valuation of Broken Hill include North
Mine Uppers, North Deeps, Central Blocks, Henry George and 1130. We note that the Flying
Doctor deposit has been included in AMC’s Case 2 only.
In valuing these Mineral Resources, AMC applied the Yardstick Valuation Method, which
considers transactions for early stage projects containing Mineral Resources. The Mineral
Resources at Broken Hill contain an estimated 1.2 Mt of combined zinc and lead metal. AMC
applied yardstick values ranging from $7 and $25 per metal tonne to the estimated contained
metal.
Cerro de Maimón exploration
AMC’s valuation of the Cerro de Maimón Project, as discussed in Section 6.2.2, includes forecast
production from the open pit only. There are significant additional Mineral Resources that have
potential for being mined by the development of an underground mine or, under different
economic assumptions, through the expansion of the existing open pit. Based on information
provided by Perilya management, the Mineral Resource that might be available for underground
mining or expanded open pit scenarios is 5.2 Mt at 1.2% copper, 1.4% zinc, 0.8 g/t gold and 25
g/t silver.
In valuing the Mineral Resources that were not included in the production case, AMC applied the
Yardstick Valuation Method. The Mineral Resources at Cerro de Maimón contain an estimated
135,000 t of copper. AMC applied yardstick values ranging from $25 and $100 per metal tonne
to the estimated contained metal.
Other exploration
Other exploration areas include the following:
►

Cumpié Hill

►

Bayaguana

►

Flinders

►

Mt Oxide

►

Moblan

►

Ranau

►

Dee Range

►

Kanowna

For areas with a Mineral Resource, excluding the Moblan Project, AMC applied the Yardstick
Valuation Method based on the values of transactions on a contained metal basis. For
exploration areas without a stated Mineral Resource, AMC applied generally accepted procedures
appropriate to the project including the Past Expenditure Method that applies a multiplier to past
expenditure based on the future prospectivity of the area as well as the Joint Venture Terms
Method that considers a cash equivalent value by assessing the deemed expenditure terms at
the time of the agreement.
Further details regarding the exploration prospects and the methods applied are outlined in
Sections 3.13, 4.14 and 4.15 of the AMC Report.
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Moblan Project
In assessing a value of Perilya’s 60% interest in the Moblan Project, we adopted a market
approach based on the Enterprise Value / contained Li2O (“EV / contained Li2O”) multiples of
companies with comparable operations. Our assessment considered the following as detailed
below:
►

the identification of companies with lithium projects comparable to the Moblan Project with
reference to the stage of exploration, the size and location of the Mineral Resources and the
similarity of the deposits;

►

the Enterprise Value of the comparable companies with consideration of the market
capitalisation of the comparable companies across the last six months to mitigate the effect
of low liquidity and the application of a control premium of 30%; and

►

the calculation of EV / contained Li2O multiple range for each comparable company.

In undertaking our review of comparable companies, we reviewed listed companies involved in
exploration and development of lithium (hard rock) projects. In selecting the comparable
companies, we considered the following:
►

companies with lithium projects located in Canada or the USA;

►

companies with JORC compliant resources;

►

companies in an early stage of exploration; and

►

the size of the Mineral Resources and similarity of the deposit in determining comparability.

Based on our research and with discussions with Perilya management, the Whabouchi Project
owned by TSX listed Nemaska Lithium Inc. is considered to have similar characteristics to the
Moblan Project and is the most comparable.
In determining the valuation range we have given consideration to the market capitalisation of
comparable companies over the last six month period in order to mitigate the effect of the low
liquidity experienced by many of the companies considered. We applied a control premium of
30% to reflect a greater than 50% ownership. We then calculated multiples for each comparable
company based on contained Li2O.
While this valuation method does not necessarily account for the absolute individual
characteristics of the assets being valued, it is a method that is widely applied in practice to
value pre-development assets on the basis that it generally reflects the level of risk and
uncertainty associated with a company’s underlying assets.
Based on our analysis, in valuing Perilya’s 60% interest in the Moblan Project we applied an EV /
contained Li 2O Mineral Resource multiple range of $44x to $100x.
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6.2.4

Valuation of mineral assets

The following table summarises the valuation of Perilya’s mineral assets, which have been
categorised as the Broken Hill Project and near mine exploration, the Cerro de Maimón Project
and near mine exploration and Other Exploration.
Perilya - Production and Exploration Assets

Fair Value

$000's

Low

High

Broken Hill Project and near mine exploration

163,300

256,000

Cerro de Maimón Project and near mine exploration
Other exploration

132,800
14,600

151,500
37,300

310,700

444,800

Source: EY analysis

As shown in the table above, we have assessed a value for Perilya’s producing and exploration
assets in the range of $310.7 million to $444.8 million.

6.2.5

Other assets and liabilities

Inventory
For financial reporting purposes, consumables, work in progress and finished goods inventories
are physically measured or estimated and valued at the lower of cost and net realisable value.
Cost comprises direct material, direct labour and an appropriate proportion of variable and fixed
overhead expenditure, the latter being allocated on the basis of normal operating capacity. Net
realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.
The AMC BH Models do not include any opening stockpiles within forecast production, whereas
the AMC CDM Model includes the processing of stockpiles that were available on 31 August
2013. Due to the material movement in value in the inventory balance from Jun13 to 31 August
2013, and given the Broken Hill stockpiles have not be valued in the operating models, we
included the book value at 31 August 2013 of the inventory at the Broken Hill operations along
with non-ore consumables. The total value for financial reporting purposes of the Broken Hill
stockpiles and consumables was $13.5 million.
Working capital
At Jun13, Perilya had an accounts receivable balance of $34.1 million and an accounts payable
balance of $50.6 million, for a net working capital position of -$16.5 million.
Available-for-sale financial assets
Perilya holds shares in listed and unlisted companies. The value of Perilya’s available for sale
financial assets were marked to market as at Jun13 for financial reporting purposes. Under the
assumption that any possible movement in value to 1 September 2013 would be immaterial, we
have adopted the value of $0.6 million from the HY13 Report as being representative of fair
value.
Tax loss carried forward
At Jun13, Perilya had Australian carried forward tax losses of $63 million (on a net basis) which
may be offset from future earnings from the Broken Hill Project for Australian tax purposes. As
such we have valued the benefit of tax losses taking into account the future cash flow profile of
the Broken Hill Project, the discount rate adopted in the Broken Hill valuation and the Australian
corporate tax rate.
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Due to the uncertainty of the timing of their use, neither Perilya’s capital tax losses nor its
Canadian tax losses were included in our valuation
We have valued the carried forward tax losses at $43 million.
Corporate costs
Perilya incurs corporate costs that have not been included in the valuation of Perilya’s mineral
assets. Corporate costs include administration costs, head office costs and listing fees. Perilya
management estimated corporate costs to be $4.0 million per year. In assessing the present
value of the corporate costs, we applied the Broken Hill Project’s discount rate range of 11.0% to
12.0%.
Net debt
At Jun13, Perilya had a cash balance of $91.6 million and interest bearing debt of $214.7
million, for total net debt of $123.1 million.
Provisions (Restoration and rehabilitation)
At Jun13, Perilya had a restoration and rehabilitation provision of $40.6 million. This provision
represents the Company’s obligation to restore operating locations, including dismantling and
removing structures, rehabilitating mines, dismantling operating facilities, closure of plant and
waste sites and restoration, reclamation, revegetation and monitoring of affected areas.
An amount of $4 million for rehabilitation or restoration costs was included in the BH LOM
Model, which represents estimated costs above those accrued in the financial accounts. All
other estimated closure costs have been accrued for in the accounts. As such, the full amount
of Perilya’s restoration and rehabilitation liability has been included in our valuation of the
Company.
Derivative financial instruments
Perilya’s derivative financial instruments consist of forward metal sale contracts. For reporting
purposes, these are measured at their fair value at Jun13. Given the immateriality of the value
of the derivatives, and the assumption that any possible movement in value since Jun13 would
also be immaterial, we included the net amount of the derivative assets and liabilities
(unadjusted) in the valuation of the Company.
Other liabilities
Other liabilities represent annual and long service leave obligations. The book value has been
deducted in the valuation of the Company.

6.2.6

Summary of values – Perilya’s underlying assets and liabilities

Our valuation of Perilya on a net asset backing basis after considering the underlying value of
the Company’s assets and liabilities on a going concern basis is summarised in the following
table. Our assessment is primarily based on Perilya’s balance sheet as at 30 June 2013, which
Perilya management have confirmed has not significantly changed subsequent to that date6, and
adjusted for the values assessed by AMC for the Company’s mineral assets and our assessment
of value of corporate costs, tax losses and other assets and liabilities that were not included in
the valuation of the Mineral Assets.

6

With the exception of inventory
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Perilya - Valuation Summary
$000's
Broken Hill Project and near mine exploration
Cerro de Maimón Project and near mine exploration
Other exploration
Total Mineral Assets

Low

High

163,300
132,800

256,000
151,500

14,600

37,300

310,700

444,800

Other assets and liabilities:
- Inventory
- Working capital
- Available for sale investments
- Current tax assets
- Tax loss carryforwards
- Corporate costs
- Net debt
- Provisions (restoration and rehabilitation)
- Derivative financial liabilities
- Other liabilities

Fair value of equity

13,525

13,525

(16,517)
563

(16,517)
563

1,283

1,283

43,000

43,000

(15,000)

(15,000)

(123,115)

(123,115)

(40,642)

(40,642)

(68)

(68)

(14,988)
(151,959)

(14,988)
(151,959)

158,741

292,841

Source: EY analysis and AMC Report

Accordingly, based on this assessment we have determined the fair value of Perilya on a net
asset backing basis to be in the range of between $159 million and $293 million. Given the
valuation methods applied by AMC in valuing the mineral assets of Perilya and our overall
approach, this assessment represents the value of Perilya on a 100% interest basis, including, by
definition, a control premium. The relatively wide range of values reflects the underlying nature
of the Company’s mineral assets.
The value per share based on these values is determined as follows:
Perilya - Value per share on a 100% interest basis
Low

High

Fair value of equity (A$m)

158.7

292.8

Number of shares on Issue (fully diluted) (m)

777.1

777.1

0.20

0.38

Fair value of a Perilya share - 100% interest ($)
Source: EY analysis

Accordingly, on a 100% interest basis we have assessed the fair value of a Perilya share to be in
the range between $0.20 and $0.38.
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6.2.7

Comparison to recent trading prices

On a minority interest basis, assuming a minority discount of 23% (representing the inverse of a
control premium of 30%), the assessed fair value of a Perilya share is in the range of $0.16 and
$0.29. This range is consistent with the prices Perilya’s shares traded on the ASX prior to the
announcement of the Scheme. The closing price of Perilya on 30 August 2013, the last trading
day before the announcement, was $0.22.
Based on the above analysis, our range of values appears reasonable.
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7.

Assessment of the Scheme

7.1

Approach

In forming our opinion as to whether the Scheme is fair and reasonable, and therefore in the
best interests of the Non-Associated Shareholders, we have considered:
►

whether the consideration being offered for a Perilya share, on a 100% basis, is fair;

►

the premium, if any, that Zhongjin may be paying;

►

consideration of Perilya’s price on the ASX since the announcement of the Scheme;

►

the alternatives to the Scheme and the consequences for the Non-Associated Shareholders;

►

the rationale of the Scheme and the advantages and disadvantages, if any; and

►

other significant matters.

7.2

Valuation conclusion

In determining whether the Scheme is in the best interests of the Non-Associated Shareholders
we have compared the fair value of the Perilya shares being given up with the cash consideration
being offered by Zhongjin. In assessing the value of a Perilya share, we have assumed 100%
ownership, which implicitly includes a control premium. In doing so we valued Perilya using a
net asset backing approach.
On the basis that Zhongjin will be set to increase its ownership interest from 53.4% to 100%, in
our view, the Scheme represents a control transaction.
The comparison of values, based on the fair values assessed for Perilya in Section 6.2.6, is
summarised in the following table:
Comparison of Values
$000's

Low

High

Fair value of a Perilya share

0.20

0.38

Cash Consideration per share

0.35

0.35

Premium / (discount) to the fair value of a Perilya share ($)

0.15

(0.03)

% Premium / (discount)

72%

(7%)

Source: EY analysis

On this basis, the Non-Associated Shareholders are receiving a premium of 72% on the low end
of our range and a discount of 7% at the high end of the range.

7.2.1

Fair value conclusion

In considering the fair values assessed for Perilya, notwithstanding the discount at the high end
of the fair value range, in our opinion, the Scheme is fair to the Non-Associated Shareholders.
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7.3

Implied premium based on market prices

As part of our analysis we considered the historical share prices of Perilya and the cash
consideration being offer by Zhongjin over the 12 months up until 30 August 2013, the last
trading day prior to the announcement of the Scheme on 4 September 2013. The analysis is
based on Perilya’s closing share price.
Comparative share price of Perilya and the
offer price over the last 12 months
0.45
0.40

Share price ($)

0.35
0.30
0.25
0.20
0.15
0.10
0.05
0.00

Perilya share price

Offer price

Source: S&P Capital IQ

The analysis shows that except for short periods in September 2012, October 2012 and January
2013, the cash consideration being offered by Zhongjin is higher than the prices at which
Perilya’s shares traded over the 12 months prior to the announcement.
The table below summarises the implied premium between the value of a Perilya share and the
cash consideration to be received by Non-Associated Shareholders over the periods up to 12
months prior to the announcement of the Scheme.
120%

Implied Premium

100%
80%
60%
40%
20%
0%
Close

1 Day VWAP

5 Day VWAP

30 Day VWAP

60 Day VWAP

1 Year VWAP

YTD 2013
VWAP

Source: S&P Capital IQ and EY analysis
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The implied premium, depending on the period considered, ranges from 59% to 110%. The level
of the premium for Perilya’s share price is at the high end of the range of premiums typically
seen in takeover transactions. Any premium is to the benefit of the Non-Associated
Shareholders.

7.4

Commercial and qualitative factors

In accordance with RG 111 a takeover offer is reasonable if it is fair. On this basis, given we
have assessed the Scheme as being fair; in our opinion the Scheme is also reasonable.
However, as part of assessing the Scheme we also considered the potential advantages and
disadvantages to the Non-Associated Shareholders of the Scheme and considered whether the
advantages outweigh the disadvantages only in the context of the Scheme.
We consider that the advantages and disadvantages of voting against the Scheme are the
inverse of approving the Scheme.
The factors considered are summarised below. We note that individual Non-Associated
Shareholders may interpret these factors differently depending on their specific circumstances.

7.4.1

Advantages

Premium for control
The analysis in Section 7.2 shows that Zhongjin is paying a premium to our assessed value of a
Perilya share on the low end of our fair value range and a small discount on the high end. The
payment of a premium is to the benefit of the Non-Associated Shareholders.
If the Non-Associated Shareholders do not approve the Scheme and there is no superior
alternative offer for Perilya’s shares, the Non-associated Shareholders will lose this premium in
that it would be expected that Perilya shares would trade at levels below the offer from Zhongjin
and our assessed value range.
Consideration will be paid in cash
With the consideration for the Scheme to be paid as cash, the Scheme allows the Non-Associated
Shareholders to immediately realise their investment in Perilya at a premium to the assessed low
value of a Perilya share, and a slight discount to our assessed high value of a Perilya share.
Sale of shares prior to possible dilution from equity raising
Perilya has stated that it will likely seek further financing for its capital requirements through
additional equity raisings. Given equity raisings often occur at discounts to trading prices, any
potential raisings by Perilya would likely see dilution of the minority shareholders at a discount
to market.

7.4.2

Disadvantages

No participation in the future growth of Perilya’ business
By accepting the offer from Zhongjin, the Non-Associated Shareholders are giving up the right to
participate in the future upside, if any, associated with Perilya’s mineral assets (including the
Broken Hill and the Cerro de Maimón Project and the various exploration assets).
Transaction costs
Perilya has incurred incremental costs associated with the Scheme including legal, accounting
and advisory fees, costs for the preparation of the Scheme Booklet, professional fees and costs
associated with the dispatch of documents. We understand that these costs will be borne by
Perilya regardless of whether the Scheme is approved.
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7.5

Other considerations

7.5.1

Market reaction to the Scheme

The last trading price of a Perilya share on 30 August 2013, being the last trading day prior to
the announcement of the Scheme, was $0.22. Based on the daily closing price of the
Company’s shares, the following chart illustrates the prices and volumes at which Perilya’s
shares traded over the period 4 September 2013 to 25 September 2013.
Perilya - share trading price and volume

0.34

16

0.33

14

0.32

Share price ($)

18

12

0.31

10

0.30

8

0.29

6

0.28
0.27

4

0.26

2
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Source: S&P Capital IQ, EY analysis

Upon announcement of the Scheme, Perilya’s shares increased to an intraday high of $0.335, a
52% increase on the 30 August 2013 closing price. Since then the Company’s shares have
traded around $0.32, closing at $0.32 on 25 September 2013.
The market has reacted positively to the offer from Zhongjin.
To assess the possible impact of general industry conditions, the chart below shows a
comparison between Perilya’s share price and the S&P ASX 300 Metals and Mining Index.
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While fairly closely correlated, the analysis indicates that Perilya’s shares have outperformed
the S&P ASX Metals and Mining Index for the week of trading following the announcement of the
Scheme. From 12 September 2013, Perilya’s shares have generally underperformed the S&P
ASX Metals and Mining Index; however, Perilya’s shares recorded a positive movement against
the index on 25 September 2013.
Based on the movement of Perilya’s share price following the announcement of the Scheme, the
market appears to have had a positive response in respect of the Scheme.
If the Scheme is not approved it is likely that Perilya’s share price would decrease to levels
experienced before the announcement of the Scheme.

7.5.2

Alternatives

As an alternative to the Scheme proceeding, the Non-Associated Shareholders can vote against
the Scheme in the hope of either realising greater value through maintaining the business of
Perilya or for a superior proposal emerging. There is no evidence to suggest that the NonAssociated Shareholders would be better off under this alternative.

7.5.3

No alternative offers

We have discussed with the Directors of Perilya the likelihood of alternative offers emerging.
The Directors of Perilya have advised that they are not aware of any alternative or superior offer
for the Company.
It is of note that due to Zhongjin currently holding a 53.4% interest in Perilya an alternative bid is
unlikely.

7.5.4

Board view

We note that the Independent Directors of Perilya have unanimously recommended the Scheme
to the Non-Associated Shareholders, in the absence of a superior proposal. The support of the
Independent Directors should provide additional comfort to the Non-Associated Shareholders.
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7.5.5

Tax implications

EY has not considered the specific taxation implications for individual the Non-Associated
Shareholders. If the Scheme is approved, the Non-Associated Shareholders may be liable to pay
tax on the disposal of their Perilya shares. The specific tax consequences of the Scheme will
vary depending on the circumstances of each individual Perilya Shareholder.
The Non-Associated Shareholders should consider the information contained in the Scheme
Booklet in relation to taxation implications. These specific tax consequences need to be borne in
mind by each Perilya Shareholder in weighing up the merits of the Scheme. The Non-Associated
Shareholders who are in doubt as to the action they should take in relation to the Scheme should
consult their own professional advisers.

7.5.6

Other considerations

This independent expert’s report has been prepared to assist the Non-Associated Shareholders
in assessing the merits of the Scheme. In doing so, the report provides general information only
and does not consider the individual situation, objectives and needs of each Non-Associated
Shareholder. On this basis, the Non-Associated Shareholders should consider whether this
report is appropriate for their circumstances, having regard to their own situation, objectives
and needs before relying on or taking action based on this report. If there is any doubt, the NonAssociated Shareholders should seek their own professional advice.
Whether individual Non-Associated Shareholders should vote to approve the Scheme depends
upon their own individual situation, objectives and needs, as well as their view as to the
reasonableness factors associated with whether or not to approve the Scheme.
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8.

Conclusion

In the absence of a superior proposal, EY considers the Scheme to be fair and reasonable and is
therefore in the best interests of the Non-Associated Shareholders.
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Appendix A Statement of qualifications
and declarations
EY, which is wholly owned by Ernst & Young, holds an Australian Financial Services Licence
under the Act and its representatives are qualified to provide this report. The directors of EY
responsible for this report have not provided financial advice to Perilya.
Prior to accepting this engagement, EY considered its independence with respect to Perilya with
reference to Regulatory Guide 112: Independence of experts.
This report has been prepared specifically for the Non-Associated Shareholders of Perilya in
relation to the Scheme. Neither EY, Ernst & Young and any employee thereof undertakes
responsibility to any person, other than the Non-Associated Shareholders, in respect of this
report, including any errors or omissions howsoever caused.
The statements and opinions given in this report are given in good faith and the belief that such
statements and opinions are not false or misleading. In the preparation of this report EY has
relied upon and considered information believed after due inquiry to be reliable and accurate.
EY has no reason to believe that any information supplied to it was false or that any material
information has been withheld from it. EY has evaluated the information provided to it by
Perilya, its advisors, as well as other parties, through inquiry, analysis and review, and nothing
has come to its attention to indicate the information provided was materially mis-stated or would
not afford reasonable grounds upon which to base its report. EY does not imply and it should
not be construed that it has audited or in any way verified any of the information provided to it,
or that its inquiries could have verified any matter which a more extensive examination might
disclose.
The information relied upon in the preparation of this report is set out in Appendix E to this
report.
Perilya has provided an indemnity to EY for any claims arising out of any mis-statement or
omission in any material or information provided to it in the preparation of this report.
EY provided draft copies of this report to Perilya for comments as to factual accuracy, as
opposed to opinions, which are the responsibility of EY alone. Changes made to this report as a
result of this review by the Independent Directors and management have not changed the
methodology or conclusions reached by EY.
EY will receive a professional fee based on time spent in the preparation of this report estimated
at approximately $150,000 (exclusive of GST). EY will not be entitled to any other pecuniary or
other benefit whether direct or indirect, in connection with the making of this report.
Mr Ken Pendergast, a director and representative of EY and a partner of Ernst & Young and Ms
Brenda Moore, a representative of EY and an Executive Director of Ernst & Young have assumed
overall responsibility for this report. Both have the necessary experience and professional
qualifications appropriate to the advice being offered. Other EY staff have been consulted in the
preparation of this report where appropriate.
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It is not intended that the report should be used for any other purpose other than to be included
in the Scheme Booklet to be sent to the Non-Associated Shareholders with respect to the
Scheme. In particular, it is not intended that this report should be used for any other purpose
other than as an expression of its opinion as to whether or not the Scheme is in the best
interests of the Non-Associated Shareholders.
EY consents to the issue of this report in the form and context in which it is included in the
Scheme Booklet.
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Appendix B Determination of discount rates
Our valuation of Perilya’s mining operations is based on cash flows that have been prepared on a
real, un-geared and post-tax basis in Australian dollars for Broken Hill and in US dollars for Cerro
de Maimón.
To determine the net present value of the cash flows for each of Perilya’s operating mines, we
have assessed the appropriate weighted average cost of capital (“WACC”) for Broken Hill and
Cerro de Maimón.
The WACC represents the average of the rates of return required by providers of debt and equity
capital to compensate for the time value of money and the perceived risk or uncertainty of the
cash flows, weighted in proportion to the market value of the debt and equity capital provided.
Under a classical tax system the post-tax WACC is commonly calculated as follows:
WACC = Re x

E
D
+ Rd (1 - t c ) x
D+E
D+E

Where:
WACC - post tax weighted average cost of capital
Re - required rate of return on equity capital
E - market value of equity capital
D - market value of debt
Rd - required rate of return on debt capital
tc - statutory corporate tax rate
In the following paragraphs we comment on each of the assumptions we make in respect of each
of the main variables in this formula.
Required rate of return on equity
The capital asset pricing model (“CAPM”) is a model for estimating the rate of return required by
an equity investor on an investment.
Under CAPM the required rate of return on equity (Re) is calculated as follows:
Re = Rf + βe x (Rm – Rf ) + Rs
Where:
Re - rate of return on equity
Rf - risk free rate of return
ße - expected equity beta of the investment
Rm - expected rate of return on the market portfolio of risky investments
(Rm- Rf ) - excess return of the market over the risk free rate, or the market risk premium
Rs - specific risk premium
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Risk free rate
The 10 year government bond market is the most widely adopted proxy for the risk free rate.
Where the term of the cash flow forecast period to which the WACC is applied either exceeds 10
years or is less than 10 years, the 10-year yield is still broadly accepted in practice as an
appropriate substitute due to the depth of the market.
We believe that the current Australian risk free rate (usually estimated with reference to the 10
year Government bond rate) is at historically low levels. Most market observers regard this as
inconsistent with current share prices, the observed volatility in markets and general economic
uncertainty. In response, many valuers have either used a normalised risk free rate, increased
their estimates of the market risk premium or have included an additional risk factor in their
calculations of the cost of equity. Our preference is to normalise the risk free rate to best
reflect the longer term position.
Based on a historical analysis of the risk free rate using the 10 year Australian Government
bond rate, a long term range of approximately 5.0% appears appropriate. On this basis, in
determining an appropriate risk free rate we have considered the 10 year Australian
Government bond yield as at 30 August 2013 of 3.9% and added a further 1.1%. These inputs
combined result in a risk free rate of 5.0% for the Australian WACC.
The risk free rate for the US WACC was based on the 10 year US Treasury bond yield as at 30
August 2013 of 2.8%.
Market risk premium
The market risk premium (R m – Rf) represents the additional return an investor expects to
receive to compensate for additional risk associated with investing in equities as opposed to
assets on which a risk free rate of return is earned. Generally, most estimates fall within a
range of approximately 4.0% to 8.0%. However, investor’s expectations of the premium can
change as the market fluctuates and perceptions of the riskiness of equities change.
We adopted a market risk premium of 6.0% in calculating an Australian WACC for Broken Hill
and a market risk premium of 6.5% in calculating a US denominated WACC for Cerro De Maimón.
Beta
The beta measures the expected relative risk of the equity in a company. The choice of the beta
requires judgement and necessarily involves subjective assessment as it is subject to
measurement issues and a high degree of variation. In order to determine an appropriate beta to
use for the valuation of Perilya’s mining operations, we have considered the observed betas of
comparable companies.
Beta can be expressed as an equity beta, which includes the effect of gearing on equity returns,
and as an asset beta, which removes the impact of gearing. The asset beta will be lower than the
equity beta for any given investment, with the extent of the difference dependent on the level of
debt in the capital structure. The greater the level of gearing, the greater is the risk faced by
equity holders (as debt holders have a contractual right of return and so first claim on the
operating income). Accordingly, for a given asset beta, the equity beta will increase as the level
of gearing increases.
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We used the following formula to undertake the de-gearing and re-gearing exercise:

D
æ
ö
b e = b a ç 1 + (1 - tc )÷
E
è
ø
Where:
βe – the equity or geared beta
βa – the ungeared beta
tc – the statutory corporate tax rate
D/E - equals the market value of debt divided by the market value of equity capital
In selecting an appropriate beta for Perilya’s Broken Hill operations, we have considered the
analysis below on mining companies primarily with producing base metals assets, with a focus on
those with zinc and lead projects.
Broken Hill
Comparable company

Country
headquarters

Raw

Market

Net Debt/

Asset

Beta1

capitalisation ($m)2

Equity3

Beta4

Perilya Ltd.

Australia

3.19

169

23.7%

2.74

Terramin Australia Limited

Australia

1.91

18

69.1%

1.29

HudBay Minerals, Inc.

Canada

1.40

1268

-

1.40

Aurcana Corporation

Canada

2.11

156

24.2%

1.81

Nyrstar NV

Switzerland

2.07

785

39.0%

1.63

MMG Limited

Australia

1.66

1341

45.3%

1.24

Independence Group NL

Australia

2.21

870

-

2.21

Compania Minera Santa Luisa S.A.

Peru

1.66

68

-

1.66

Toho Zinc Co. Ltd.

Japan

1.51

446

65.5%

1.03

Low

1.40

23.7%

1.03

Simple Average

1.97

29.6%

1.67

Median

1.91

24.2%

1.63

Weighted Average

1.80

25.3%

1.56

High

3.19

69.1%

2.74

Source: S&P Capital IQ
1. Raw beta calculated over a five year period with monthly observations except where otherwise stated.
2. Market Capitalisation at 30 August 2013 in AUD.
3. Net debt is total debt less cash and cash equivalents over a five year historic period (where available).
4. Where the Net Debt/Equity ratio is negative the ungeared Beta has been taken to equal the geared Beta.

We have adopted an asset beta in the range of 1.60 to 1.80 for Broken Hill. In selecting this
beta range, we have considered the following:
►

Perilya’s asset beta of 2.74;

►

The average and median asset betas of comparable producing companies are 1.67 and
1.63, respectively;

►

Using Capital IQ, calculated the five year monthly betas against the MSCI World Index as the
chosen beta;
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►

Where Correlation (R Squared) is less than 0.04, the correlating beta has been omitted
from consideration; and

►

Observed betas for individual companies fall within a wide range and also vary depending
on the data source considered.

In selecting an appropriate beta for Perilya’s Cerro de Maimón operations, we have considered
the analysis below on mining companies primarily with producing copper assets and to a lesser
extent producing gold assets.
Cerro de Maimón
Comparable company

Country
headquarters

Raw

Market

Net Debt/

Asset

Beta1

capitalisation ($m)2

Equity3

Beta4

Perilya Ltd.

Australia

3.19

151

23.7%

2.74

Altona Mining Limited

Australia

2.82

71

19.4%

2.48

Capstone Mining Corp.

Canada

1.82

791

11.0%

1.68

Inova Resources Limited

Australia

2.45

122

0.9%

3.50

Copper Mountain Mining Corporation

Canada

2.08

165

31.4%

1.71

PanAust Limited

Australia

2.16

1155

58.5%

1.51

Imperial Metals Corp.

Canada

2.03

865

1.9%

2.01

Discovery Metals Ltd.

Australia

2.08

67

41.3%

1.62

Sandfire Resources NL

Australia

4.25

866

9.7%

3.98

OZ Minerals Limited

Australia

2.02

1141

12.2%

1.86

Hillgrove Resources Ltd.

Australia

2.48

77

6.8%

2.37

Taseko Mines Ltd.

Canada

2.10

392

4.1%

2.04

Low

1.82

0.9%

1.51

Simple Average

2.46

18.4%

2.29

Median

2.13

11.6%

2.02

Weighted Average

2.42

19.7%

2.18

High

4.25

58.5%

3.98

Source: S&P Capital IQ
1. Raw beta calculated over a five year period with monthly observations except where otherwise stated.
2. Market Capitalisation at 30 August 2013 in USD, except for Inova Resources Limited (“Inova”) which is stated at
20 August 2013 due to a recent takeover offer.
3. Net debt is total debt less cash and cash equivalents over a five year historic period (where available).
4. Where the Net Debt/Equity ratio is negative the ungeared Beta has been taken to equal the geared Beta.

We note that the market data for Inova is shown as at 20 August 2013, the trading day prior to
the announcement of the takeover offer by Shanxi Donghui Coal Coking & Chemicals Group Co.,
Ltd (“Shanxi Dongui”).
We adopted an asset beta in the range of 1.70 to 2.00 for Cerro de Maimón. In selecting this
beta range, we have considered the following:
►

Perilya’s asset beta of 2.74;

►

The average and median asset betas of comparable producing companies are 2.29 and
2.02;

►

The average and median asset betas when excluding Perilya, Inova and Sandfire Resources
as outliers are 1.92 and 1.86, respectively.

►

Using Capital IQ, calculated the five year monthly betas against the MSCI World Index as the
chosen beta;
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►

Where Correlation (R Squared) is less than 0.04, the correlating beta has been omitted
from consideration; and

►

Observed betas for individual companies fall within a wide range and also vary depending
on the data source considered.

Capital structure
In calculating the WACC, we need to determine an optimal capital structure at which to re-gear
the asset beta, and with which to weight the cost of equity and cost of debt. Generally, the
gearing level adopted should reflect the level of debt that can reasonably be sustained by any
company operating in an industry, rather than actual gearing maintained by the current business
owners.
In order to determine an appropriate capital structure for Broken Hill, we have had regard to
both Perilya’s own capital structures, and the capital structure of other companies in the
industry. In relation to the capital structure, we note:
►

Perilya’s average debt to equity ratio over the last four years was 23.7%;

►

The median and average debt to equity ratio of comparable companies over the past four
years was 24.2% and 29.6%, respectively; and

►

As at 30 June 2013, Perilya had net debt of $123 million. As such, some level of debt
appears reasonable.

Accordingly, we have assumed that for zinc and lead producers, a debt to equity ratio of 30.0% is
appropriate as a proxy for the optimal gearing ratio for zinc-lead producing assets.
In order to determine an appropriate capital structure for Cerro de Maimón, we note the
following:
►

Perilya’s average debt to equity ratio over the last five years was 23.7%;

►

The median and average debt to equity ratio of comparable companies over the past five
years was 11.6 % and 18.4%, respectively; and

►

As at 30 June 2013, Perilya had net debt of $123 million. As such, some level of debt
appears reasonable.

Accordingly, we have assumed that for copper producers, a debt to equity ratio of 20.0% is
appropriate as a proxy for the optimal gearing ratio for copper producing assets.
Specific risk premium
We have adjusted the Cerro de Maimón discount rate for a country risk premium of 6.0%,
reflecting the increased sovereign risk inherent in operating in the Dominican Republic. In
selecting this specific risk premium, we have had consideration to the following:
►

The country risk premium for the Dominican Republic assessed by Damodaran, being 6.0%;

►

The assessed country risk rating for the Dominican Republic provided by Global Insight of
“medium”, as compared to USA’s “negligible” risk rating. The rating is an overall risk rating
influenced by political, economic, legal, taxation, operational and security factors; and
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►

The rating on bonds issued by the Dominican Republic government, being an S&P credit
rating of B.

Cost of debt
The estimated cost of debt for the Australian WACC is based on the margin over the yield on 10year Australian Government bonds. The estimated cost of debt for the US WACC is based on the
margin over the yield on 10-year US Treasury bonds.
The debt premium over the risk free rate reflects debt related risks specific to the business
being valued (i.e. the risk that the business will default on payments). The cost of debt
represents the cost of funding over the life of the cash flow models. In arriving at an appropriate
debt premium we have had regard to a number of factors including:
►

The margin implicit in corporate bond yields over government bond yields. Implied yields
reflect the market’s view of risk as at a point in time and care should be exercised before
incorporating these into any assessment of an entity’s cost of debt; and

►

The debt ratings of comparable companies, in particular, Standard & Poor’s BBB credit
ratings.

Similarly to the risk free rate, we believe that the Australian corporate bonds (usually estimated
with reference to the 7 year corporate bond rate) are at historically low levels. Based on a
historical analysis of corporate bonds we have implied a premium of 1.1% attributable to the low
corporate bond rate.
In calculating the cost of debt for Cerro de Maimón, we have included the country risk premium
of 6.0%, representing a higher borrowing cost for funding operations in the Dominican Republic.
After considering the above factors, with particular emphasis on the long-term spread of BBB
rated corporate bonds, we adopted a cost of debt of 7.1% and 10.8% for Broken Hill and Cerro
de Maimón, respectively.
WACC
On the basis of the above, we have adopted the following inputs in our calculation of a range of
real post-tax WACCs as shown in the table below.

÷ 70

WACC - Broken Hill
Risk Free Rate

Low

High

3.9%

3.9%

Market Risk Premium

6.0%

6.0%

Country Risk Premium

0.0%

0.0%

Company Risk Premium

0.0%

0.0%

Additional Risk Premium (Rs)

1.1%

1.1%

Asset Beta

1.60

1.80

Equity Beta

1.94

2.18

Debt Premium

2.1%

2.1%

Nominal Pre-Tax Cost of Debt

7.1%

7.1%

Tax Rate

30.0%

30.0%

Debt: Equity

30.0%

30.0%

Debt Proportion

23.1%

23.1%

Equity Proportion

76.9%

76.9%

Cost of Equity

16.6%

18.1%

Nominal Post Tax WACC

13.9%

15.1%

2.5%

2.5%

Real Post Tax WACC

Inflation estimate

11.2%

12.2%

Say,

11.0%

12.0%

Source: EY Analysis

WACC - Cerro de Maimón
Risk Free Rate

Low

High

2.8%

2.8%

Market Risk Premium

6.5%

6.5%

Country Risk Premium

6.0%

6.0%

Asset Beta

1.70

2.00

Equity Beta

1.94

2.28

Debt Premium
Nominal Pre-Tax Cost of Debt

2.0%

2.0%

10.8%

10.8%

Tax Rate

29.0%

29.0%

Debt: Equity

20.0%

20.0%

Debt Proportion

16.7%

16.7%

Equity Proportion

83.3%

83.3%

Cost of Equity

21.4%

23.6%

Nominal Post Tax WACC

19.1%

21.0%

2.0%

2.0%

Real Post Tax WACC

Inflation estimate

16.8%

18.6%

Say,

17.0%

19.0%

Source: EY Analysis

As shown in the tables above, we have adopted a discount rate range of 11.0% to 12.0% for
Broken Hill and 17.0% to 19.0% for Cerro de Maimón.
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Appendix C Determination of commodity
prices and foreign exchange
forecasts
Commodity prices
EY’s approach for determining forward commodity prices in this report is consistent with the
approach typically taken by valuers preparing market valuations including independent expert’s
reports. This approach is to use consensus forecast pricing, which is calculated based on a
range of brokers’ forecasts that were publicly available prior to valuation date.
In determining the consensus forecast price, EY undertook the following steps:
►

Using the research tools available to us, including but not limited to Thomson Reuters, we
identified as many broker reports as possible which published pricing estimates immediately
prior to the valuation date. We note that brokers typically report short term price estimates
on a nominal basis, and long term prices on a real basis.

►

Where brokers have provided forecast estimates for both calendar year (ending December)
and financial year (ending June), we have considered the calendar year forecast and
converted the financial year forecast to a calendar year basis.

►

We identified the most recent industry-wide forecast prior to the valuation date for each of
the major brokers, excluded outliers and determined the median of the broker estimates.

►

We converted the nominal median prices for the short term forecasts to real prices based
on a forecast rate of inflation. The inflation forecast was based on estimates of the
consumer price index (“CPI”) from independent forecasting sources.

►

For copper, gold, silver and lead, we have applied short term price estimates up to and
including CY18 based on broker consensus. We have applied the consensus long term price
from CY19.

►

For zinc we have applied short term price estimates up to and including CY17 based on
broker consensus. We have applied the consensus long term price from CY18 due to the
median broker consensus forecast for CY18 being considerably lower than the long term
forecast.

►

We note that short term prices are typically forecast in nominal terms, with the long term
price expressed in real terms (in 2013 dollars). Therefore, we have deflated the consensus
forecast prices for the period CY14 to CY18, to convert the prices to real terms. Inflation
forecast assumptions have been based on independent inflation estimates which average
2.0% over the forecast period.

Zinc prices
With regard to zinc price forecasts, we were able to source forecasts from 40 brokers. Where
individual brokers have presented the zinc forecasts on a per tonne basis, we have converted
the forecast to be shown on a per pound basis using the conversion rate of 1 tonne = 2,204.62
lb.
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The following table summarises the forecast data we considered for zinc price forecasts. The
results are presented on a real basis.
Zinc prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

Real min

0.82

0.82

0.81

0.88

0.89

0.90

0.83

Real average - rounded

0.87

0.93

0.98

1.03

1.05

1.02

0.99

Real median - rounded

0.87

0.94

0.98

0.99

1.00

0.94

0.98

Real max
1.00
1.09
Source: various broker reports, EY analysis

1.35

1.43

1.45

1.37

1.35

LT

The table below represents the zinc price forecast adopted in our valuation.
Zinc prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

Real zinc price

0.87

0.94

0.98

0.99

1.00

0.98

LT
0.98

Source: EY analysis

Lead prices
With regard to lead price forecasts, we were able to source forecasts from 34 brokers. Where
individual brokers have presented the lead forecasts on a per tonne basis, we have converted
the forecast to be shown on a per pound basis using the conversion rate of 1 tonne = 2,204.62
lb.
The following table summarises the forecast data we considered for lead price forecasts. The
results are presented on a real basis.
Lead prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

LT

Real min

0.87

0.86

0.86

0.86

0.86

0.87

0.55

Real average - rounded

0.96

0.98

0.99

1.00

0.98

0.95

0.94

Real median - rounded

0.96

0.99

1.00

0.99

0.99

0.93

0.91

Real max

1.01

1.13

1.12

1.19

1.17

1.08

1.22

Source: various broker reports, EY analysis

The table below represents the lead price forecast adopted in our valuation.
Lead prices - US$/lb
Real lead price

CY13

CY14

CY15

CY16

CY17

CY18

LT

0.96

0.99

1.00

0.99

0.99

0.93

0.91

Source: EY analysis

Copper prices
With regard to copper price forecasts, we were able to source forecasts from 47 brokers. Where
individual brokers have presented the copper forecasts on a per tonne basis, we have converted
the forecast to be shown on a per pound basis using the conversion rate of 1 tonne = 2,204.62
lb.
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The following table summarises the forecast data we considered for copper price forecasts. The
results are presented on a real basis.
Copper prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

Real min

3.06

2.79

2.77

1.57

2.57

2.38

2.49

Real average - rounded

3.29

3.19

3.08

3.01

3.04

2.91

2.83

Real median - rounded

3.30

3.17

3.03

3.08

3.00

2.96

2.80

Real max
3.51
3.71
Source: various broker reports, EY analysis

3.51

3.52

3.73

3.80

3.23

LT

The table below represents the copper price forecast adopted in our valuation.
Copper prices - US$/lb

CY13

CY14

CY15

CY16

CY17

CY18

Real copper price

3.30

3.17

3.03

3.08

3.00

2.96

LT
2.80

Source: EY analysis

Gold prices
With regard to gold price forecasts, we were able to source forecasts from 40 brokers.
The following table summarises the forecast data we considered for gold price forecasts. The
results are presented on a real basis.
Gold prices - US$/oz
Real min
Real average - rounded
Real median - rounded

CY13
1,185
1,370
1,390

CY14

CY15

CY16

CY17

CY18

LT

1,131
1,330
1,320

1,133
1,300
1,300

664
1,280
1,280

1,038
1,280
1,310

1,006
1,260
1,300

914
1,250
1,250

Real max
1,594
1,572
Source: various broker reports, EY analysis

1,485

1,665

1,485

1,485

1,500

The table below represents the gold price forecast adopted in our valuation.
Gold prices - US$/oz
Real gold price

CY13
1,390

CY14
1,320

CY15
1,300

CY16
1,280

CY17
1,310

CY18
1,300

LT
1,250

Source: EY analysis

Silver prices
With regard to silver price forecasts, we were able to source forecasts from 36 brokers.
The following table summarises the forecast data we considered for silver price forecasts. The
results are presented on a real basis.
Silver prices - US$/oz

CY13

CY14

CY15

CY16

CY17

CY18

Real min
Real average - rounded
Real median - rounded

18.3
22.8
23.0

17.3
22.0
21.6

16.5
21.9
21.9

15.2
22.0
21.6

14.0
21.0
20.8

12.8
20.5
20.6

13.0
20.0
19.5

Real max
30.2
29.0
Source: various broker reports, EY analysis

29.1

32.4

25.0

24.3

27.0

LT
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The table below represents the silver price forecast adopted in our valuation.
Silver prices - US$/oz

CY13

CY14

CY15

CY16

CY17

CY18

Real silver price

23.0

21.6

21.9

21.6

20.8

20.6

LT
19.5

Source: EY analysis

Foreign exchange
In the Broken Hill LOM models, revenue is calculated using commodity prices that are expressed
in US dollars and operating expenses, capital expenditure and tax are based on assumptions
expressed in Australian dollars. In order to calculate Australian dollar denominated cash flows,
the US dollar commodity prices were converted to Australian dollars based on forecast foreign
exchange rates.
The forecast foreign exchange rates used in our analysis are based on consensus estimates
which have been derived using a similar process to that undertaken for the commodity prices
above. We had regard to the same sources as those used for the previous commodity price data,
if available.
With regard to the foreign exchange forecasts, we were able to source forecasts from 18
brokers.
The table below summarises our research in relation to consensus foreign exchange rates:
US$:A$

CY13

CY14

CY15

CY16

CY17

CY18

Min

0.96

0.88

0.85

0.88

0.85

0.82

0.80

Average

0.97

0.91

0.90

0.91

0.90

0.86

0.84

Median

0.97

0.91

0.91

0.89

0.86

0.86

0.85

Max
1.00
Source: various broker reports

0.95

1.00

1.00

1.00

0.90

0.90

LT

In order to convert the short term nominal forecasts into real terms we have considered inflation
differentials. The median forecast US$:A$ foreign exchange rates have been converted by
applying the principle of Purchase Power Parity. This well established theory related exchange
rates to differences in rates in inflation between countries and is based on the premise that, over
time, exchange rates should adjust to equate prices of goods and services in different countries.
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The real exchange rate between Australia and the United States was calculated as the product of
the nominal foreign exchange rates and the relative price levels in each country. This approach
is summarised as follows:
R = (Pd / Pf) x N
Where:
R
d

= forecast real exchange rate

P

= forecast domestic inflation index (i.e. the Australian index for an exchange rate quoted
as US$:A$)

Pf

= forecast foreign inflation index (i.e. the United States index for an exchange rate quoted
as US$:A$)

N

= forecast nominal exchange rate

Note: (Pd / Pf) = Purchasing Power Parity (“PPP”) factor
PPP values range between 1.01 and 1.03 over the period from CY14 to CY18. The conversion
from the nominal to the real exchange rate for the period from CY13 to CY18 as well as the LT
forecast is set out below.
US$:A$

CY13

CY14

CY15

CY16

CY17

CY18

Real US$:A$

0.97

0.91

0.91

0.90

0.88

0.88

LT
0.85

Source: EY analysis

We note that the long term foreign exchange rate has been quoted from brokers on a real basis
and has not been adjusted using the PPP factor.
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Appendix D Description of comparable
companies
Lead/Zinc
Hudbay Minerals, Inc
Hudbay Minerals, Inc (“Hudbay”) is a base and precious metals mining company founded in
1992. Hudbay’s primary operating asset is the Flin Flon project located in Manitoba, Canada
which produces zinc, copper, gold and silver. Hudbay is also developing the Lalor gold-zinccopper project in Manitoba, as well as the Constancia copper project in Peru and Reed copper
project in Canada. Hudbay’s exploration projects include the Back Forty zinc-gold deposit in
Michigan USA, the Tom and Jason lead-zinc project in Yukon Canada and other greenfield
exploration activities near the Flin Flon project and in Peru. Hudbay is headquartered in
Toronto, Canada.
Aurcana Corporation
Aurcana Corporation (“Aurcana”) is a mineral resources company incorporated in 1917.
Aurcana’s two primary operating assets are the La Negra silver-copper-lead-zinc mine located in
Mexico and the Shafter silver mine in south west Texas. Aurcana is headquartered in
Vancouver, Canada.
Nyrstar NV
Nyrstar NV (“Nyrstar”) is a mineral resources company founded in 2007 with mining and
smelting operations focussing on zinc and lead. Nyrstar owns various operating mines
throughout Mexico, Peru, Chile, Canada and the United States which produce a zinc-lead
product. Nyrstar is headquartered in Zurich, Switzerland.
MMG Limited
MMG Limited (“MMG”) is a mining company incorporated in 1988, with a focus on the
production of base metals in Australia, Africa and Southeast Asia. MMG owns a number of
operating mines, including Century zinc project in Queensland, the Golden Grove base metals
project in Western Australia, the Kinsevere copper project in the Democratic Republic of Congo,
the Rosebery base metals project in Tasmania and the Sepon copper-gold mine in Laos. In
addition, MMG has exploration interests across Australia, Africa and the Americas. Prior to
September 2012, MMG was known as Minmetals Resources Limited. MMG is headquartered in
Melbourne, Australia.
Independence Group NL
Independence Group NL (“Independence Group”) is a mineral resources company incorporated
in 2000 with operations in Australia. Independence Group’s primary assets are located in
Western Australia and comprise of the Long Nickel Mine which produces nickel and the
Jaguar/Bentley Operation underground mine which produces copper, zinc and silver.
Independence Group’s less developed projects include the Tropicana Gold Joint Venture in
which Independence Group holds a 30% interest and the Stockman copper-zinc-silver-gold
exploration project. Independence Group is headquartered in South Perth, Australia.
Compania Minera Santa Luisa S.A
Compania Minera Santa Luisa S.A (“Compania Minera”) is a mineral resources production
company founded in 1964. Compania Minera operates two mines located in Peru, being the
Huanzala mine and Pallca mine which produce zinc, lead and copper. Compania Minera is
headquartered in Lima, Peru.
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Toho Zinc Co. Limited
Toho Zinc Co. Limited (“Toho Zinc”) is a mineral resources company founded in 1937 primarily
engaged in the production, smelting and sale of base metals. Through its subsidiary CBH
Resources Limited, it operates the Endeavour and Rasp mines in New South Wales which
produce zinc, lead and silver. Toho Zinc is headquartered in Tokyo, Japan.
Copper and gold
Altona Mining Limited
Altona Mining Limited (“Altona”) is a base metals mining company incorporated with operations
in Finland and Australia. Altona’s wholly owned Outokumpu project is located north east of
Helsinki, Finland and produces copper with by-products of gold, silver and zinc. Altona also owns
the development stage Roseby copper project in Queensland, Australia. Altona was formerly
known as Universal Resources Limited and is headquartered in West Perth, Australia.
Capstone Mining Corporation
Capstone Mining Corporation (“Capstone”) is a base and precious metals exploration and
production company. Capstone owns two operating mines, being the Cozamin copper-silverzinc-lead mine located in Zacatecas, Mexico and the Minto copper-gold-silver mine in Yukon,
Canada. In addition, Capstone has interests in two development stage projects, comprising of
the Kutcho copper-zinc-gold-silver project in British Columbia, Canada and the Santo Domingo
copper-iron-gold project in Chile. Furthermore, Capstone has exploration properties located in
Mexico, Chile, Canada and Australia. Capstone is headquartered in Vancouver, Canada.
Inova Resources Limited
Inova Resources Limited (“Inova”) is a mining company incorporated in 2004 with projects in
Queensland, Australia. Inova’s primary assets include the producing Osborne copper-gold mine,
the Merlin molybdenum and rhenium deposit and the Mount Elliot copper-gold deposit. Inova
was subject to a takeover offer by Shanxi Donghui Coal Coking & Chemicals Group Co., Ltd
(“Shanxi Donghui”) on 21 August 2013. Prior to June 2013, Inova was known as Ivanhoe
Australia Limited. Inova is headquartered in Melbourne, Australia.
Copper Mountain Mining Corporation
Copper Mountain Mining Corporation (“Copper Mountain”) is a mineral exploration,
development and production company incorporated in 2006 with operations in Canada. Copper
Mountain’s principal asset is the Copper Mountain Mine in which it holds a 75% interest, with
Mitsubishi Materials Corporation (“Mitsubishi”) holding the remaining 25%. The Copper
Mountain Mine is located in British Columbia, Canada and produces copper with gold and silver
by-products. Copper Mountain is headquartered in Vancouver, Canada.
PanAust Limited
PanAust Limited (“PanAust”) is a mineral exploration, development and production company
with operations in Southeast Asia and South America. PanAust’s primary assets are comprised
of the Phu Kam and Ban Houayxai copper projects, which produce copper, gold and silver and
are located in Laos. PanAust also has interests in Chile through the Inca de Oro copper-gold
development stage project. PanAust also owns exploration properties in Laos which are
currently being subject to a pre-feasibility study. PanAust is headquartered in Brisbane,
Australia.
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Imperial Metals Corporation
Imperial Metals Corporation (“Imperial”) is a precious and base metals mining company founded
in 2005 and operating primarily in Canada. Imperial has three operating mines, being the Mount
Polly copper-gold mine, the Huckleberry project which produces copper, gold, silver and
molybdenum and the Sterling gold mine. In addition, Imperial is developing the Red Chris
copper-gold project and expects to commission the mine in May 2014. Imperial continues
drilling and related exploration field work at Mount Polly and Ruddock Creek, the latter being a
50/50 joint venture with Selkirk Metals Corporation. Excluding the Sterling project which is
based in Nevada USA, Imperial’s assets are all located in British Columbia, Canada. Imperial is
headquartered in Vancouver, Canada.
Discovery Metals Limited
Discovery Metals Limited (“Discovery”) is a mineral exploration and production company
incorporated in 2003. Discovery’s primary asset is the wholly owned Boseto project, which is
located in Botswana and produces copper and silver. In addition, Discovery continues
exploration and development activities within the Boseto project area. Prior to 2006, Discovery
was known as Discovery Nickel Limited. Discovery is headquartered in Brisbane, Australia.
Sandfire Resources NL
Sandfire Resources NL (“Sandfire”) is a mineral resources company operating primarily within
Australia. Sandfire owns the Doolgunna Project which includes the DeGrussa copper-gold mine,
an operation which commenced production in February 2012 and is located in Western
Australia. In addition, Sandfire has interests in various other less developed precious and base
metals projects across Australia, including the Borroloola project in the Northern Territory, the
Atlia and Kennedy Highway projects in north west Queensland and the Bland Creek project in
New South Wales. Sandfire is headquartered in West Perth, Australia.
OZ Minerals Limited
OZ Minerals Limited (“OZ Minerals”) is a mineral exploration and production company. OZ
Minerals owns the Prominent Hill mine, which produces copper out of the Gawler Craton in
South Australia. The company also owns the Carrapateena exploration property, which is an
iron-oxide copper-gold project also located in South Australia. OZ Minerals is headquartered in
Melbourne, Australia.
Hillgrove Resources Limited
Hillgrove Resources Limited (“Hillgrove”) is a mineral exploration and production company with
operations in Australia and Indonesia. Hillgrove’s producing asset is the open-cut Kanmantoo
copper mine, which is located in the Adelaide Hills region of South Australia. In addition,
Hillgrove has copper and gold exploration interests in Indonesia, comprising of the Bird’s Head
project in West Papua and an exploration tenement in Sumba. Hillgrove is headquartered in
Sydney, Australia.
Taseko Mines Limited
Taseko Mines Limited (“Taseko”) is a Canadian base and precious metals mining company
founded in 1966. Taseko holds a 75% interest in the Gibraltar mine, which produces copper and
molybdenum and is located in British Columbia, Canada. In addition, Taseko is developing the
New Prosperity copper-gold project also located in British Columbia. The company’s other
projects include the Aley niobium and Harmony gold exploration properties. Taseko is
headquartered in Vancouver, Canada.
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Appendix E Sources of information
In arriving at our views, we have had regard to the following sources of information:
►

audited financial statements of Perilya for the financial years ended 31 December 2011
and 31 December 2012;

►

reviewed financial statements of Perilya for the half year ended 30 June 2012 and 30 June
2013;

►

Scheme Implementation Agreement between Perilya and Zhongjin;

►

Scheme Booklet for a scheme of arrangement between Perilya and the Non-Associated
Shareholders;

►

the AMC Report, included in Appendix G of this report;

►

financial models prepared by Perilya management and updated by AMC;

►

details of outstanding options and performance rights provided by Perilya management;

►

details of company shareholders as provided by Perilya management;

►

details of current contracts between Perilya and its customers;

►

ASX announcements for Perilya including quarterly reports;

►

analyst reports for Perilya and comparable companies;

►

company websites for Perilya and comparable companies;

►

IBIS World industry report: Copper Ore Mining in Australia;

►

IBIS World industry report: Silver, Lead and Zinc Ore Mining in Australia;

►

EY copper commodity briefcase for copper, zinc and lead;

►

EY Copper 101: An Industry Overview;

►

US Geological Survey (USGS);

►

HSBC broker report: Metals Quarterly Q3 2013;

►

Credit Suisse broker forecast: Commodities Forecast Update;

►

Morgan Stanley broker report: Global Metals Playbook 3Q13;

►

Deutsche Bank broker report: Commodities Quarterly;

►

Societe Generale broker report: Commodities Review; and

►

Market data obtained from sources including ThompsonOne, S&P Capital IQ, DatAnalysis
and Factiva.

In addition we held discussions with various members of senior management of Perilya.
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Appendix F Glossary
Abbreviation

Full Title / Description

$
1Q13, 2Q13

Australian dollars
The quarters ended 31 March 2013 and 30 June 2013

Act
Altona
AMC
AMC BH Model
AMC CDM Model
AMC Report

The Corporations Act
Altona Mining Limited
AMC Consultants Pty Ltd
Broken Hill model provided by Perilya and modified by AMC
Cerro de Maimón model provided by Perilya and modified by AMC
Independent technical review of mining projects prepared by AMC dated 26
September 2013.
Accounting Professional & Ethical Standards Board Valuation Services
Aurcana Corporation
Australian Securities and Investment Commission
Australian Securities Exchange
Capital Asset Pricing Model
Capstone Mining Corporation
Compania Minera Santa Luisa S.A.
Copper Mountain Mining Corporation
Corporación Minera Dominicana
Consumer Price Index
Calendar year ending 31 December XX
Discounted cash flow
Financial position as at 31 December 2011, 2012 and the half year at 30 June
2013
Discovery Metals Limited
Environmental impact assessment

APES 225
Aurcana
ASIC
ASX
CAPM
Capstone
Compania Minera
Copper Mountain
Cormindom
CPI
CYXX
DCF
Dec11, Dec12, Jun13
Discovery
EIA
EV / contained Li2O

Enterprise Value / contained Li 2O

EY / Ernst & Young / we / us /
our
FSG
FY11, FY12
GFC
GlobeStar
Hammer Metals
Hillgrove
Hudbay
HY13
Imperial
Independent Directors
Independence Group
Inova
JORC
JORC Code

Ernst & Young Transaction Advisory Services Limited

k
km
km2
Korea Zinc Group
Li2O
LME
LOM

Financial Services Guide
Financial year ending 31 December 2011, 2012
Global Financial Crisis
GlobeStar Mining Corporation
Hammer Metals Limited
Hillgrove Resources Limited
Hudbay Minerals Inc
Half year ending 30 June 2013
Imperial Metals Corporation
The Directors not associated with Zhongjin
Independence Group NL
Inova Resources Limited
Joint Ore Reserves Committee
The Code for Reporting Mineral Resources and Ore Reserves as prescribed by the
Australasian Joint Ore Reserves Committee
Thousand
Kilometre
Square Kilometre
Korea Zinc Limited and Young Pong Corporation Limited
Lithium oxide
London Metals Exchange
Life of mine
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Abbreviation

Full Title / Description

Mitsubishi
MMG
Moblan Project
Mtpa
NI 43-101
Non-Associated Shareholders
Nyrstar
Options
oz
OZ Minerals
PanAust
Performance Rights
Perilya / Company
PPP
QE
RC
Regulations

Mitsubishi Materials Corporation
MMG Limited
Moblan West Lithium Deposit
Million tonnes per annum
National Instrument 43-101
Perilya shareholders not associated with Zhongjin
Nyrstar Port Pirie Pty Ltd
5,193,014 options outstanding as at 4 September 2013
Ounce
OZ Minerals Limited
PanAust Limited
7,828,638 performance rights outstanding as at 4 September 2013
Perilya Limited
Purchasing Power Parity
US Federal Government’s quantitative easing program
Refining charges
Corporations Regulations 2001

Report
RG 111
Sandfire
Scheme

Independent Expert’s Report
Regulatory Guide 111: Content of expert reports
Sandfire Resources NL
The proposed scheme of arrangement between Perilya and Zhongjin announced
4 September 2013.
General meeting of the Company that is to be held in early December 2013.
Shanxi Donghui Coal Coking & Chemicals Group Co., Ltd
Scheme Implementation Agreement
Taseko Mines Limited
Treatment charges
Toho Zinc Corporation Limited
Tonnes per day
Toronto Stock Exchange
United States dollar
Weighted Average Cost of Capital
Shenzhen Zhongjin Lingnan Nonfemet Co Ltd

Scheme Meeting
Shanxi Dongui
SIA
Taseko
TC
Toho Zinc
tpd
TSX
US$
WACC
Zhongjin

÷ 82

Appendix G The AMC Report
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AMC Consultants Pty Ltd
ABN 58 008 129 164

Ground Floor, 9 Havelock Street
WEST PERTH WA 6005
T
F
E

+61 8 6330 1100
+61 8 6330 1199
amcperth@amcconsultants.com

PERILYA LIMITED
INDEPENDENT TECHNICAL
SPECIALIST'S REPORT
ERNST & YOUNG
TRANSACTION ADVISORY SERVICES LIMITED

AMC NUMBER 213076
September 2013

ADELAIDE
+61 8 8201 1800

BRISBANE
+61 7 3230 9000

MELBOURNE
+61 3 8601 3300

PERTH
+61 8 6330 1100

TORONTO
+1 416 640 1212

www.amcconsultants.com

VANCOUVER
+1 604 669 0044

MAIDENHEAD
+44 1628 778 256

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED
Perilya Limited – Independent Technical Specialist's Report

26 September 2013
The Directors
Ernst & Young Transaction Advisory Services Limited
Ernst & Young Building
11 Mounts Bay Road
PERTH WA 6000
Dear Sirs
PERILYA LIMITED – INDEPENDENT TECHNICAL SPECIALIST'S REPORT
An announcement by Perilya Limited (Perilya) on 3 September 20131 included that:




It has entered into a binding Scheme Implementation Agreement with its major shareholder, Zhongjin
Lingnan Mining (HK) Company Limited (Zhongjin Lingnan) under which it is proposed that Zhongjin
Lingnan will acquire all the outstanding shares in Perilya that it does not already own by way of a
Court approved Scheme of Arrangement (Scheme) for an offer consideration of A$0.35 per share
(Proposal).
The Proposal is conditional upon the key conditions including confirmation from Ernst & Young
Transaction Advisory Services Limited (EY) as the independent expert engaged by Perilya that the
Proposal is in the best interests of minority shareholders.

EY advised AMC Consultants Pty Ltd (AMC) that it has been appointed by the Independent Directors of
Perilya to prepare an independent expert's report (IER) in relation to the Proposal.
The Directors of Perilya have also commissioned AMC as an independent technical specialist to assist EY by
providing it with the necessary technical and geological support, together with consideration of life-of-mine
models for Perilya's mining operations, and valuing Perilya's exploration and development assets, under
instruction from EY. It is intended that the results of AMC's work will be presented in an independent
technical specialist's report (ITSR), addressed to EY, and attached in full as an appendix to the IER.
For the purpose of preparing the ITSR, EY provided AMC with macroeconomic assumptions, namely,
commodity prices, mineral concentrate freight rates and smelting terms, exchange rates, taxation analysis,
and discount rates.
The scope of the ITSR as advised by EY to AMC includes:










A review of the relevant data and reports available with respect to Perilya's underlying mineral assets.
A description of the mineral assets.
Consideration of geology, Mineral Resources and Ore Reserves, development plans, mining aspects,
processing methods, production schedules, capital costs and operating costs for Perilya's Broken Hill
zinc, lead, silver underground mine in Australia and its Cerro de Maimón copper, gold and silver open
pit mine in the Dominican Republic.
Consideration of the life-of-mine models prepared by Perilya for Broken Hill and Cerro de Maimón.
Consideration of the exploration potential for each operation or development project.
Valuation of the exploration properties to the extent they are not covered by the life-of-mine production
cases for the operations and development projects.

For each of the operations reviewed, AMC has provided EY with production cases including capital and
operating cost projections, with discounted cash flows. AMC believes the production cases are based on
reasonable grounds.

1

ASX Release 3 September 2013 Zhongjin Lingnan Proposal to acquire Perilya at $0.35 per share.
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AMC has modelled two production cases for Broken Hill:




Case 1: Is based on Ore Reserve (JORC Code2 defined) estimates and that part of other Mineral
Resources (JORC Code defined) and exploration potential for which AMC judges there is a
high confidence of future conversion to Ore Reserves.
Case 2: Adds mining and processing tonnages to those of Case 1 which AMC judges to represent
further additions to Ore Reserves from existing Mineral Resources and from readily
demonstrable exploration potential, but to a lesser confidence level than in Case 1. Case 2
provides for a significant extension of production and assumes other technical upgrades and
improvements. Nevertheless, AMC believes that the Case 2 production case is also based
on reasonable grounds.

For Cerro de Maimón, AMC has modelled only one production case (Case 1) based on the current open pit
operation, with the underground mining potential valued using an exploration property valuation method.
The production cases developed by AMC include capital and operating cost schedules based on information
provided by Perilya. Those costs do not include off-site costs such as head office or corporate costs, which
are considered by EY.
For each production case, AMC has prepared technical valuations using the macroeconomic assumptions
provided by EY. AMC believes these technical valuations are based on reasonable grounds.
AMC has provided EY with valuations of the exploration assets of Perilya that have not been considered in
production cases, or are located remote from its operations.
AMC has undertaken its commission to prepare this ITSR as a Specialist in accordance with the VALMIN
Code3 to the extent that the code is relevant to AMC's commission.
AMC's use, in this ITSR, of the terms Mineral Resources and Ore Reserves is in accordance with the JORC
Code. The totals of Mineral Resource and Ore Reserve estimates presented in this ITSR have been
rounded.
Principal sources of information considered by AMC in the preparation of this report are listed in Appendix A.
For the purposes of preparing this ITSR, AMC visited Perilya's Broken Hill mine and its Cerro de Maimón
mine in August 2013, reviewed material technical reports and management information, and communicated
with management staff both on site and in the Perth office of Perilya. AMC has not visited the exploration
projects located away from the operations and projects under development as they are not considered to be
material to the overall value of Perilya.
AMC has not audited the information provided to it, but has aimed to satisfy itself that all of the information
has been prepared in accordance with proper industry standards and is based on data that AMC considers
to be of acceptable quality and reliability. Where AMC has not been so satisfied, AMC has included comment
in this ITSR and made modifications to the estimates and forecasts provided by AMC to EY.
AMC presents the ITSR which follows in the form of:



2

3

Mineral Assets.
Valuation Methods and Macroeconomic Factors.

Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves, The JORC Code 2004 Edition,
Effective December 2004, Prepared by the Joint Ore Reserves Committee of the Australasian Institute of Mining and Metallurgy,
Australian Institute of Geoscientists and Minerals Council of Australia (JORC).
Code for the Technical Assessment and Valuation of Mineral and Petroleum Assets and Securities for Independent Expert Reports,
The VALMIN Code 2005 Edition, Prepared by The VALMIN Committee, a joint committee of the Australasian Institute of Mining and
Metallurgy, the Australian Institute of Geoscientists and the Mineral industry Consultants Association with the participation of the
Australian Securities and Investment Commission, the Australian Stock Exchange Limited, the Minerals Council of Australia, the
Petroleum Exploration Society of Australia, the Securities Association of Australia and representatives from the Australian finance
sector.
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Broken Hill.
Cerro de Maimón.
Other Exploration Properties.
Qualifications.

All monetary figures in this report are expressed in 2013 Australian Dollars (A$) or United States Dollars
(US$) unless otherwise noted. Costs are presented on a cash cost basis unless otherwise specified.
Reporting of production and costs in this report is presented on a calendar year (January to December) basis
unless otherwise specified.
For definitions of abbreviations used in this ITSR, refer to Appendix B, and for contributors to this ITSR, refer
to Appendix C.
Mineral Asset Values
For commercial confidentiality reasons, Perilya management has requested EY and AMC to present our
valuation results in a summarized form rather than on an individual project-by-project basis. Consistent with
this request, the values in this ITSR are only presented in the summarized form tabulated below. While AMC
has done this to maintain the commercial confidentiality requested by Perilya management, it should be
noted that Perilya has provided AMC with access to the information requested for the purposes of preparing
this ITSR.
Mineral Asset Values for Perilya's Operations, and Development and Exploration Projects
Low
(A$M)

High
(A$M)

Broken Hill Project and near mine exploration

163.3

256.0

Cerro de Maimón Project and near mine exploration

132.8

151.5

14.6

37.3

310.7

444.8

Other exploration
Total

Yours faithfully

L J Gillett
FAusIMM (CP)
Director
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MAusIMM (CP)
General Manager – Corporate Consultancy
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1

MINERAL ASSETS

Perilya is a base and precious metal production and exploration company, headquartered in Perth, Western
Australia.
1.1

Operations

Perilya owns and operates the Broken Hill zinc, lead, silver mine in New South Wales (NSW), Australia, and
the Cerro de Maimón copper, gold and silver mine in the Dominican Republic.
1.1.1

Broken Hill

Perilya reports that:





1.1.2

It acquired the Broken Hill mine in 2002.
It manages 1,042 km2 of prospective terrain which includes the mine leases, incorporating the
Southern Operations, the North Mine, and the Potosi Trend, and the historic Little Broken Hill and
Pinnacles areas.
The Broken Hill operation produces two products, a zinc concentrate and a lead concentrate.
Concentrates from Broken Hill are a premium coarse-grained product, being of low complexity and
containing a grade of about 50% zinc in the zinc concentrate and 70% lead in the lead concentrate.
Cerro de Maimón

Perilya reports that:




1.2

In January 2011, Perilya acquired 100% of the TSX-listed GlobeStar Mining Corporation (GlobeStar),
giving it ownership of the Cerro de Maimón mine.
Construction of the open pit mine, processing facilities and related infrastructure was commenced in
December 2006 and was completed in October 2008. The operation has separate processing facilities
for the sulphide and oxide ores. Copper is recovered from the sulphide ores with co-product gold and
silver. The oxide ore is treated to recover gold-silver doré.
Exploration and Development

Perilya also reports that its material exploration and development projects include:
Australia






Potosi/Silver Peak: Current development of a zinc, lead and silver mine near the Broken Hill mine,
NSW.
Broken Hill regional exploration, NSW.
Flinders zinc silicate project, South Australia.
Mount Oxide copper project, Queensland.
Dee Range: a 90% interest in the Dee Range copper, gold and zinc exploration project, Queensland.

Americas




Maimón Concession, Dominican Republic: includes the Cumpié Hill laterite nickel project and the
copper, gold and silver targets near the Cerro de Maimón mine.
Bayaguana Concessions, Dominican Republic: A porphyry copper-gold project.
Moblan, Canada: A 60% interest in the Moblan lithium project, Quebec.
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1.3

Material Tenements

Mineral tenements material to the valuation of Perilya's mineral assets are listed in Appendix D. The VALMIN
Code requires determination of the status of material tenements based on a recent independent enquiry by
either a solicitor or a tenement specialist. Perilya has provided AMC with a letter from a tenement specialist
that states that the material Australian tenements are in good standing.
For the exploration and exploitation concessions in the Dominican Republic, Perilya has provided AMC with
a list prepared by its legal advisor that indicates the current status of tenements and the status of renewal
applications for some exploitation concessions. AMC concludes, on the basis of this documentation, that the
concessions are in good standing.
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2

VALUATION METHODS AND MACROECONOMIC FACTORS

2.1

Valuation Methods

AMC has considered the value of the assets using two approaches: Firstly the discounted cash flow (DCF)
approach, which considers a project as a going concern and estimates the net present value (NPV) of
potential future cash flows after making reasonable assumptions regarding the future mining inventory, metal
prices and costs. The second approach has been to value the assets using various methods traditionally
used to value mineral exploration tenements such as consideration of comparable transactions and the
application of yardstick values.
In relation to the development status of a mineral asset, the VALMIN Code provides the following categories:








Exploration areas: properties where mineralization may or may not have been identified, but where a
Mineral Resource has not been estimated.
Advanced exploration areas: properties where considerable exploration has been undertaken and
specific targets have been identified that warrant further detailed evaluation, usually by drill testing,
trenching, or some other form of detailed geological sampling. A Mineral Resource may or may not
have been estimated but sufficient work will have been undertaken on at least one prospect to provide
a good understanding of the type of mineralization present and encouragement that further work may
lead to estimation of a Mineral Resource.
Pre-development projects: properties where Mineral Resources have been estimated and their extent
determined (possibly incompletely), but where a decision to proceed with development has not been
made.
Development projects: properties for which a decision has been made to proceed with construction or
production, but which are not yet commissioned or are not yet operating at design levels.
Operating mines: properties, particularly mines and processing plants which have been commissioned
and are in production.

The methods for valuing exploration areas and advanced exploration areas produce a Technical Value which
is a value exclusive of any particular strategic factors and not necessarily related to share market values at
any point in time.
The value determined in this report is a Technical Value as at 1 September 2013. These conclusions may
change in the future with changes in relevant metal prices, exploration and other technical developments in
regard to the projects and the market for mineral properties.
The valuation of exploration projects, particularly those for which it is not possible to quantify Mineral
Resources, is very subjective. There are, however, several generally accepted procedures to value
exploration projects and AMC has used such methods as appropriate to arrive at balanced judgments of
value.
Where possible, AMC attempts to use more than one method before selecting the valuation appropriate to
that project. Values have been rounded, outliers in contributing estimates sometimes excluded. AMC has
considered the following methods of valuation:
The Past Expenditure Method
A prospectivity enhancement multiplier (PEM) generally between 0.5 and 3.0 is applied to past expenditure
which we judge to be effective in regard to future prospectivity.
The Yardstick Value Method
Rules of thumb or yardstick values can be used for properties where a Mineral Resource has been
quantified, particularly in the case of gold. A value per contained ounce of gold or gold equivalent (based on
treatment recoveries and net smelter return factors) is assigned to an actual Mineral Resource or to a
preliminary mineralization estimate. The yardstick values AMC has considered are based on our assessment
of transactions in recent years.
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Many of Perilya's assets include Mineral Resource estimates for base metal mineralization of various types.
Transactions for tenements with base metal deposits can also range across various deposit types with
different ratios of base metals. AMC has developed ranges of yardstick values separately for lead/zinc
deposits and copper/zinc deposits that cover a range of deposit types. Depending on the project being
assessed, AMC has selected yardstick values within that range.
AMC considers that in 2013 the market for advanced exploration properties that may or not include Mineral
Resources is subdued compared with previous years. AMC has needed to rely on a number of transactions
to develop yardstick values that occurred when the market for these transactions was much more buoyant.
To reflect the current market, AMC has judged that it is appropriate to apply a current market discount factor
of 25% to the values indicated by the yardstick value method.
Actual or Comparable Transaction Method
A value is determined by reference to either actual transactions for the property in question or to recent
transactions for projects considered to be similar to those under review. Comparable transactions are
normally converted to a value per unit area.
Joint Venture Terms Method
Many transactions on exploration tenements are of a farm-in nature and AMC assesses a "cash equivalent"
value for them by assessing from the terms the "deemed expenditure" on the property at the time of the deal,
discounted by a time and probability factor for the likelihood that the farm-in will complete its earning
requirement. AMC adjusts the resulting value for any other terms of the joint venture or for the results of work
carried out since the commencement of the farm-in.
Expected Value Method
Expected values are estimated where it is reasonably possible to target a range of economic parameters that
can be applied to a project that may result from ongoing exploration, usually with allowance for the costs of
that ongoing exploration and with a probability or risk factor for the chances of that exploration being
successful.
Values for exploration properties vary widely with time and also with the nature of the deal, the purpose of
the valuation and/or the strategic value of the property to the hypothetical buyer. A cash transaction will
normally be at the low end of a value range obtained by methods discussed above. Share market values, as
in a float, will often be at the higher end.
Valuation of mineral tenements is normally carried out for groups of tenements as small tenements may have
almost no stand-alone value. An individual tenement holds its value as part of a group of tenements covering
a larger area with exploration potential or covering a complete Mineral Resource rather than part of it.
2.2

Macroeconomic Factors

Macroeconomic factors applied in the AMC cases were provided by EY.
EY advised AMC:







The valuation date is 1 September 2013.
The range of real post tax discount rates to be applied for Broken Hill is 11% to 12% per annum.
The range of real post tax discount rates to be applied for Cerro de Maimón is 17% to 19% per
annum.
Transport, smelting and refining costs based on current terms sourced from Perilya.
The real commodity prices and exchange rates as listed in Table 2.1.
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Table 2.1
Item

Real Commodity Prices and Exchange Rates
Unit

2013

2014

2015

2016

2017

2018

Long Term

Copper Price

US$/lb

3.30

3.17

3.03

3.08

3.00

2.96

2.80

Zinc Price

US$/lb

0.87

00.94

0.98

0.99

1.00

0.98

0.98

Lead Price

US$/lb

0.96

0.99

1.00

0.99

0.99

0.93

0.91

Gold Price

US$/oz

1,390

1,320

1,300

1,280

1,310

1,300

1,250

Silver Price

US$/oz

23.0

21.6

21.9

21.6

20.8

20.6

19.5

Exchange Rate

US$:A$

0.97

0.91

0.91

0.90

0.88

0.88

0.85
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3

BROKEN HILL

3.1

Location and Background

Perilya purchased the Broken Hill mining operations (BHO) in western NSW from Pasminco Limited
(Pasminco) in 2002. BHO comprises Southern Operations and the North Mine. BHO is a substantial
underground mining operation that has been operating for more than 100 years, producing in excess of
170 Mt of ore. The North Mine is closed (care and maintenance) and current production is sourced from
Southern Operations (comprising Zinc Corporation, New Broken Hill Consolidated and Southern Cross) and
the newly developed Potosi Operation (comprising Potosi and Silver Peak) located several kilometres to the
north of the city. Other local exploration areas include the Flying Doctor, Central Blocks, Henry George and
1130 deposits (Figure 3.1).
Figure 3.1

Broken Hill Operations Location Plan

In 2012, BHO produced 1.7 Mt of ore at 3.7% lead, 5.0% zinc and 40 g/t silver. Two products, a zinc
concentrate and a lead/silver concentrate are transported by rail to Port Pirie in South Australia. The lead/
silver concentrate is sold to Nyrstar's Port Pirie smelter and to overseas smelters. The zinc concentrate is
sold to overseas smelters. Both products are regarded as premium concentrates, being high-grade, coarsegrained, and low-complexity.
AMC visited the Broken Hill operation in August 2013.
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3.2
3.2.1

Geology and Mineralization
Regional Geology

The Broken Hill deposit is hosted by the Broken Hill Group rocks, which form part of a thick sequence of
highly metamorphosed Proterozoic sedimentary and volcanic rocks known as the Willyama Supergroup. The
Willyama Supergroup consists of a 6 km to 9 km sequence of volcano-sedimentary basin-fill units with felsic
volcanic components. Amphibolite to granulite facies metamorphism overprints the original rocks, along with
at least three periods of deformation.
The Broken Hill deposit is located within the Hores Gneiss, which is characterized by intercalation of pelitic to
psammitic sedimentary rocks with gneissic volcanics. This stratigraphic package is mapped for more than
20 km along strike. The base of the Hores Gneiss is defined by a distinctive local marker horizon, a pelite
containing locally developed banded iron formations (BIF) separating this unit from the underlying Freyers
metasediment.
3.2.2

Local Geology

The Broken Hill orebody has a strike length of over 7 km comprising a series of lead and zinc-rich lenses,
which extend to at least 1,200 m below surface.
The main ore lenses are hosted by distinctive clastic and chemical metasediments. Structurally the ore
lenses have steep dips and occupy a fold structure, which comprises a tight eastern synform and a more
open western antiform. The lenses have been structurally complicated by several phases of deformation,
and are displaced by at least three generations of retrograde shear zones, fracture zones and faults.
Mineralization consists of coarse grained sphalerite and galena, with minor pyrrhotite and traces of
chalcopyrite, pyrite and arsenopyrite. Gangue mineralogy is typically siliceous, manganese-rich, or contains
significant calc-silicate minerals.
The terrain has undergone significant alteration with the Broken Hill orebody exhibiting in places a garnet
halo (Mn enrichment), silicification and later retrogression. There has been depletion in Na, Ca, Mg, Sr, Zr
and Th. Conversely, there has been enrichment in K, Rb, Al, Si, Cu, Pb, Zn, Ag, Fe, Mn, As, Sb, and light
rare earth elements.
3.2.3

Southern Operations

Southern Operations is the main source of current production for Perilya at Broken Hill. The Southern
Operations have been mined almost continuously for more than 100 years. Mineralization is broadly grouped
into six lenses (Figure 3.2). These are the zinc-rich A, B and C Lode lenses; the zinc-lead rich 1-Lens; and
the lead-rich 2-Lens and 3-Lens. A Lode has been further subdivided into a number of sub-lodes. 2-Lens and
3-Lens are combined for Mineral Resource estimation purposes. The thickness of the lenses ranges from 1
m to over 50 m in width.
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Figure 3.2

3.2.4

Southern Operations Orebody Idealised Cross-section

North Mine

The North Mine is identified as two separate zones (Figure 3.3), the North Mine Uppers and the North Mine
Deeps. The deposit is located immediately north of the city of Broken Hill and is part of the historic North
Mine which commenced production in the late 1800s.
Figure 3.3

North Mine Schematic Long-section Looking North

North Mine Deeps

AMC213076_3 - 26 September 2013

8

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED
Perilya Limited – Independent Technical Specialist's Report

The North Mine Uppers is restricted to an area located spatially between the surface and the top of the
historic 26 Level development, with North Mine Deeps being that portion of the deposit below the 26 Level.
The North Mine Uppers has been the subject of a number of mining studies during the last few years,
however, while there is a substantial Mineral Resource remaining, the studies have shown the project not to
be economic at current and projected metal prices and so there is no current production from the North Mine.
The mineralization is hosted within strata bound lenses of which the lead-rich 2-Lens and 3-Lens make up
over 90% of the mineralization. These lenses form massive to semi-massive sulphide-rich lenses composed
of coarse-grained galena and sphalerite, surrounded by lode rock horizons rich in blue quartz and garnet-rich
meta-sediments, with lesser disseminated sulphides. The lenses become more zinc-rich at depth within the
North Mine Deeps area.
The main 2-Lens and 3-Lens mineralization at the North Mine is isoclinally folded and plunges to the
north-east. The plunge of the mineralization steepening from 40º to 60º between surface and 20 Level to 70º
between the 20 Level and 26 Level as it approaches the Globe-Vauxhall Shear. The mineralization is also
bound by a series of shear zones and locally displaced by faults. The main orebody is bound on the western
side by the steep easterly-dipping Globe-Vauxhall Shear Zone and is displaced at the northern end by the
De-Bavay Shear. The Lords Hill and Cummins faults dip to the south-west and commonly offset part of 2Lens and intersect the Globe-Vauxhall to the north-west of 3-Lens.
Typical grades of lead and zinc range from 5% to 40% within the high-grade zones. Silver is variable and is
of higher grade in the 3-Lens where it is associated with garnet sandstone. Silver grades are prevalent at
between 50 g/t and 400 g/t grade in both 2-Lens and 3-Lens.
3.2.5

Potosi and Silver Peak

The Potosi deposit is located approximately 2 km to the north-east of Broken Hill. Small scale mining has
occurred at Potosi since early 1900. Open pit mining commenced in the mid-1990s and finished in January
2000. An exploration decline was started in January 2007, placed on care and maintenance in 2008, and
mining activities recommenced in 2011.
The Potosi mineralization is hosted in the upper portion of the Broken Hill Group in the Freyers
Metasediments, comprising mainly psammitic rocks. This unit underlies the Hores Gneiss that hosts the main
Broken Hill lode. The mineralization at Potosi occurs as discrete veins of massive and disseminated
sphalerite and galena of varying orientations, within a sequence of psammitic and psammopelitic
metasediments. The mineralization has a variable dip, generally 70º to 90º to the west with a plunge of 15º to
the north-east. The main mineralized body consists of a weakly-mineralized, siliceous alteration zone with
stringers and semi-continuous lenses of sphalerite (marmatite) and galena in mineable bodies up to 10 m
thick.
Silver Peak is located approximately 1 km north of Potosi. Similar to Potosi there has been intermittent small
scale underground mining at Silver Peak since the early 1900s. An exploration shaft was sunk to 292 m in
1971 by North Ltd and development completed to 4 Level.
Mineralization at Silver Peak occurs within the Hores Gneiss unit of the Broken Hill Group and consists of
narrow veins of galena and sphalerite with minor chalcopyrite and pyrrhotite. The mineralized lodes are
generally 1 m to 10 m wide and strike approximately north/south with a dip of 80º to the west. Mineralization
has been defined from 40 m below surface to a depth of 300 m and is composed of several shoots
constrained with blue quartz gahnite lodes, and has variable grade and thickness continuity.
Figure 3.4 shows the geometry of the Potosi and Silver Peak mineralization.
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Figure 3.4

3.2.6

Potosi and Silver Peak Long-section and Plan View, 2009 Resource Model (Mine Grid)

Central Blocks

The Central Blocks deposit is located approximately 5 km north of Broken Hill and 2 km north of the Potosi
deposit.
The mineralization at the Central Blocks deposit occurs as veins of massive to disseminated galena and
sphalerite mineralization that strike approximately north / south within a sequence of psammites and
psammopelites. Mineralization dips at 60º to 80º to the west with a moderate plunge to the south with
average widths of 1 m to 10 m. Mineralization continues along strike to the north where it merges with the
Flying Doctor mineralization.
3.2.7

Flying Doctor

The Flying Doctor deposit is located approximately 5 km north of Broken Hill and 2 km north of the Potosi
deposit. No modern mining has been completed at Flying Doctor, however minor old workings exist within
the resource area.
The mineralization at Flying Doctor occurs as veins of massive to disseminated galena and sphalerite
mineralization at various orientations within a sequence of psammites and psammopelites. Mineralization
dips at 60º to 80º to the west with a moderate plunge to the south with average widths of 1 m to 10 m.
Mineralization continues along strike to the south where it merges with the Central Blocks and Silver Peak
mineralization.
Figure 3.5 shows the relative spatial distribution of the Potosi, Silver Peak, Central Blocks and Flying Doctor
deposits.
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Figure 3.5

3.2.8

Potosi, Silver Peak, Central Blocks and Flying Doctor Long-section

Henry George

The deposit is located approximately 7 km south-west of Broken Hill and approximately 2 km north-east of
the Pinnacles Mine. No mining has been undertaken at the Henry George deposit.
Mineralization at Henry George occurs in a steeply-dipping continuous 1 m to 5 m wide zone that plunges to
the south. It is hosted within altered Psammopelitic metasediments, which dip 50º to the west. This package
is constrained by a pelitic hanging wall and a north / south-trending shear zone representing the footwall. To
the east, this shear zone cuts the mineralization as it nears surface. Numerous cross cutting and interbanded
amphibolite and dolerite dykes and sills occur in the sequence. Typically, grades of mineralization range
from 1% to 10% Zn surrounded by a lower grade envelope grading from 0.5% to 1% Zn
3.2.9

1130

The deposit is located approximately 7 km south-west of Broken Hill and approximately 4 km north-east of
the Pinnacles Mine. No mining has been undertaken at the 1130 deposit.
Mineralization at 1130 occurs in a steeply-dipping continuous 1 m to 5 m wide zone that plunges to the north.
It is hosted within altered Psammopelitic metasediments, which dip 50º to the west. This package is
constrained by a pelitic hangingwall and a north / south-trending shear zone representing the footwall. To the
east this shear zone cuts the mineralization as it nears surface. Numerous cross cutting and interbanded
amphibolite and dolerite dykes and sills occur in the sequence. Typically, grades of mineralization range
from 5% to 15% Zn surrounded by a lower grade envelope grading from 0.5% to 1% Zn.
3.3
3.3.1

Mineral Resources
Summary Mineral Resource Statement

Table 3.1 summarizes the Broken Hill Operations Mineral Resource estimates for all deposits as at 30 June
2012.
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Broken Hill Operations Mineral Resources at 30 June 20121

Table 3.1

Deposit
Southern Operations

Classification

Potosi

Pb
(%)

Ag
(g/t)

4,600

9.5

6.9

71

Indicated

5,600

8.9

5.8

64

1,500

10.0

10.0

102

11,700

9.3

6.8

72

Total

North Deeps
(Below 26 Level)

Zn
(%)

Measured
Inferred

North Mine Uppers
(Above 26 Level)

Tonnes
(kt)

Measured

400

7.4

8.0

155

Indicated

300

7.3

8.4

150

Inferred

300

7.0

11.0

109

Total

1,000

7.3

9.0

140

Measured

2,100

11.4

13.9

216

Indicated

1,200

11.7

13.6

239

Total

3,300

11.5

13.8

224

Inferred

1,600

14.0

3.0

46

Total

1,600

14.0

3.0

46

400

5.0

9.0

77

Silver Peak

Inferred
Total

400

5.0

9.0

77

Central Blocks

Inferred

700

5.0

4.0

43

Total

700

5.0

4.0

43

Flying Doctor

Indicated

900

3.1

4.2

43
46

Inferred

600

3.0

4.0

Total

1,500

3.1

4.1

44

Henry George

Inferred

1,300

8.0

1.0

14

Total

1,300

8.0

1.0

14

1130

Inferred

200

12.0

1.0

7

Total
Total

200

12.0

1.0

7

Measured

7,100

9.9

9.0

119

Indicated

8,000

8.6

6.9

91

6,600

9.1

5.1

56

21,700

9.2

7.0

89

Inferred
Total

Mineral Resource COG (combined Pb and Zn): North Mine Deeps 8%, Henry George/1130/Central Blocks
variable 2% to 5%, Silver Peak 5%, all other Mineral Resources 7%. The Mineral Resource is inclusive of
the Ore Reserve.
1

3.3.2

Sourced from Perilya 2012 Annual Report.

Southern Operations

The most recent Mineral Resource estimate for Southern Operations was completed in June 2012. Work
completed for this estimation included reviewing all geological models and making adjustments to
interpretation, where required, on the basis of new information gathered during the twelve months ended
June 2012. This includes data from diamond drilling, sludge drilling and face mapping.
AMC understands that the 2013 Mineral Resource estimate update is currently in progress, however, these
figures were not available at the time of writing. AMC understands that the 2013 Mineral Resource for
Southern Operations will be similar to the 2012 Mineral Resource, with depletion being largely replaced by
new material added as a result of evaluation of known potentially economic mineralization not previously
assessed.
The Southern Operations resource model extends over a strike length of 2 km and to a depth of 1,200 m
below the surface. Due to the large strike extent of the deposit, the resource model is separated into three
overlapping adjacent areas for modelling purposes. This is done in order to facilitate ease of data handling
and produce resource models of a reasonable size (Figure 3.6). The resource estimate is based on data
from a total of 13,234 of diamond and reverse circulation (RC) drillholes, with the majority of drilling being
diamond. For the June 2012 Mineral Resource estimate a total of 153 diamond drillholes for 10,158 m were
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added to the database. Drill density is on average 20 m by 20 m, however, this decreases at depth and at
the peripheral edges of the deposit.
Figure 3.6

Southern Operations Long-section, Block Model Areas and Drilling

Industry accepted practices for drill collar and downhole survey, geological logging, sampling and assaying,
including QA/QC procedures, and database validation were in place for the majority of data used in the
resource estimate. The long history of mining at Broken Hill means that the database used to estimate
mineral resources is derived from many generations of drilling over several decades. Perilya has made
rigorous attempts to verify and validate historical data where possible, which is an ongoing process and
conducted on a priority basis dependent on current access and mining operations. Perilya has a rigorous set
of procedures in place for data input and validation of current database inputs. Where confidence is low in a
drillhole, for whatever reason, this data is excluded from the database for grade estimation purposes.
The deposit was constrained by resource outlines based on mineralization envelopes prepared using a
nominal 7% combined lead plus zinc (PbZn) cut-off grade (COG) for the high-grade zones. A total of 15
domains were used in the estimate, representing interpretations of the six main lenses described in Section
3.2.3, subdomains of some of the lenses, and a number of low-grade dilution zones and other specific
structures.
Grade estimation used ordinary kriging (OK) interpolation for lead, silver and zinc for all high-grade domains,
and inverse distance weighted (IDW) for lead, silver and zinc in all other domains, as well as for copper and
iron in all domains. Drill samples were composited at 2 m intervals within the mineralization envelopes. The
block dimensions used in the model were 10 m NS x 5 m EW x 10 m vertical with sub-cells of 2.5 m NS x
0.5 m EW x 1.0 m vertical.
A minimum of 2 and maximum of 40 samples per block estimate was applied. Composites with a combined
lead and zinc value above 5% were restricted for use in the estimate within a 5 m (major) by 5 m (semimajor) by 5 m (minor) area within the dilution domains. A one, two or three pass search strategy was used
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depending on the drill density in different parts of the models, with an increased search in each subsequent
pass used where more than one pass was applied.
Bulk density is determined based on the Southern Operations formula using lead, zinc, copper and iron
assays. An extensive programme of direct measurements of bulk density were conducted on drill core in
2003/2004 which resulted in a high degree of confidence in the formula used, and therefore good confidence
in the resultant bulk density values assigned.
The remnant nature of mining at the Southern Operations requires that Perilya employ a resource
classification that for material to be considered a resource, it must be contained within a mine design shape,
either a long term plan (LTP) or planned development. The confidence level of all material contained within
the design shape determines the classification of the resource contained within it.
Initially each block within the block model is assigned a confidence level, on the basis of drillhole spacing,
High (<=20 m), Moderate (>20 m and <40 m), or Low (>=40 m). LTP shapes or development designs are
created by the mine planning engineers to determine whether material can be mined. A confidence category
for each design shape is then assigned based on the block confidence that predominates within the LTP
(Low, Moderate or High) and also contains the greatest amount of tonnes, with the exception of the
Moderate category which is the default, if Low or High categories do not have greater than 50% of the
tonnes within the LTP or design shape.
The confidence assigned to each LTP defines both the Mineral Resource and Ore Reserve status. Each LTP
is assessed for profitability and, if deemed non-profitable, is excluded from the Ore Reserve classification
process. Those LTPs with a confidence rating of HIGH are considered to be Proved Ore Reserve, and the
Mineral Resource material contained within is classed as Measured Resource. LTPs with a confidence rating
of Moderate are considered to be Probable Ore Reserve, and the Mineral Resource material contained
within is classed as Indicated Resource. LTPs with a LOW confidence rating are not considered to be an Ore
Reserve and are assigned to the Inferred Resource category. The resource contained within LTPs
associated with each category is then calculated using only blocks contained within the high-grade portion
(defined by lode wireframes) of that LTP. The resource is reported at a 7% PbZn COG.
3.3.3

North Mine

The North Mine was placed on care and maintenance as part of Perilya's operational restructure in
September 2008. As described in Section 3.2.4 the North Mine is identified as two separate zones, North
Mine Uppers and North Mine Deeps. The North Mine Uppers is restricted to an area located spatially
between the surface and the top of the historic 26 Level development, with North Mine Deeps being that
portion of the deposit below the 26 Level.
The most recent Mineral Resource estimate for North Mine Deeps was completed in June 2007 and for
North Mine Uppers in December 2009. An updated Mineral Resource estimate, accounting for mining
depletion between 30 June 2008 and 6 September 2008 was prepared for the 30 June 2009 Mineral
Resource estimate. The current resource estimate for North Mine Uppers is based on the combination of
new geological interpretation and the use of LTP shapes from surface to 26 Level. New information, largely
derived from diamond drilling, led to an upgraded geological interpretation from the surface to 15 Level.
Below 15 Level, the geological interpretation was updated using historic void shapes and drilling to confirm
the position of mineralization.
Resource modelling completed prior to June 2007 above the 15 Level was of a high standard, with
geological wireframes snapped to drillholes. Block modelling below the 15 Level, inclusive of the North Mine
Deeps, was last completed in March 2007. The estimation work was well supported by significant QA/QC of
the drilling data, bulk density testwork and significant grade comparison (resampling in the Fitzpatrick area of
the North Mine Deeps). Good correlation between sample values was achieved and confidence was
therefore increased on the drilling data below the 32 Level. Block estimation work completed on the North
Mine Deeps (below 15 Level) required significant correction factors on all the grade estimates. These were
applied to negate block grade overestimation.
The North Mine Uppers resource model extends to a vertical depth of 1,000 m below the surface
(Figure 3.7). Work completed for the December 2009 Mineral Resource estimate included reviewing all
geological models and making adjustments to interpretation, where required, on the basis of new information
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gathered during the 24 months ended December 2009. This includes data from diamond drilling and face
mapping. The resource estimate is based on data from a total of 3,075 diamond drillholes comprising 199
surface diamond and RC holes, and 2,876 underground diamond holes for a total of 311,000 m of drilling.
For the December 2009 Mineral Resource estimate, a total of 50 diamond drillholes for 6,666 m were added
to the database. Drill density is on average 20 m by 20 m however this decreases at the periphery of the
deposit.
Figure 3.7

North Mine Isometric View

North Mine Deeps

Industry accepted practices for drill collar and down hole survey, geological logging, sampling and assaying,
including QA/QC procedures, and database validation were in place for the majority of data used in the
resource estimate. The long history of mining at Broken Hill means that the database used to estimate
Mineral Resources is derived from many generations of drilling over several decades. Perilya has made
rigorous attempts to verify and validate historical data where possible, which is an ongoing process and
conducted on a priority basis dependent on current access and mining operations. Perilya has a rigorous set
of procedures in place for data input and validation of current database inputs. Where confidence is low in a
drillhole, for whatever reason, this data is excluded from the database for grade estimation purposes.
The deposit was constrained by resource outlines based on mineralization envelopes prepared using a
nominal 7% PbZn COG for the high-grade zones and nominal 1% PbZn COG for the halo low-grade zones.
A total of five domains are used in the estimate, representing interpretations of the 2-Lens and 3-Lens
described in Section 3.2.4 and the low and high-grade zone criteria. Estimation was by OK interpolation for
all variables for all high-grade domains. Peripheral mineralization known as "the satellites" was estimated
using inverse distance squared (ID2) grade interpolation.
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Drill samples were composited at 2 m intervals within the mineralization envelopes. The block dimensions
used in the model were 20 m N x 10 m E x 5 m vertical with sub-cells of 2.5 m N x 1.25 m E x 0.625 m
vertical. The influence of high grade outliers was controlled using a high yield sample restriction option
during the grade interpolation. A top cut of 700 g/t Ag was applied to the 2 Lens and 2 Lens Satellites, and
1,000 g/t Ag to the 3 Lens domain and a low grade disseminated halo known as the Lode domain. A
minimum of 8 and maximum of 40 samples per block estimate was applied. A one, two or three pass search
strategy was used depending on the drill density in different parts of the models, with an increased search in
each subsequent pass used where more than one pass was applied.
Bulk density is determined by a formula based on the Southern Operations formula using lead, zinc, copper
and iron assays, with empirical testing against core samples from North Mine. An extensive programme of
direct measurements of bulk density were conducted on drill core in 2003-2004 which resulted in a high
degree of confidence in the formula used, and therefore good confidence in the resultant bulk density values
assigned.
Mineral resource classification for North Mine has been applied in a similar manner as described for
Southern Operations. The resource has been reported at a COG of 7% PbZn.
3.3.4

Potosi Operations

Historically Potosi and Silver Peak have been modelled and reported separately. However recent
underground development plans to exploit both resources from new decline development will allow access to
both deposits. As both deposits now form part of the Potosi Operations, it is logical to combine them for
reporting purposes in this section, and for consistency with other descriptions in this report.
The published Mineral Resource for Potosi is based on an estimate completed in June 2009, and for Silver
Peak an estimate completed in July 2008. New resource delineation drilling commenced at Potosi and Silver
Peak in June 2011 and is current and ongoing. A new geological interpretation is currently being developed
based on the new drilling information and new geological observations made through recent mine
development exposures, resulting in an improved understanding of the controls on mineralization. Updated
resource models are to be completed in the next few months. The new resource diamond drilling completed
since 2011 is summarized in Table 3.2.
Table 3.2

Potosi and Silver Peak New Resource Drilling June 2011 to August 2013
Period

Deposit

12 months to June 2012

Potosi

12 months to June 2013

Potosi

Silver Peak

2 months to August 2013

3.3.4.1

43

Number of Metres
2,307

–

–

169

12,274

Silver Peak

40

3,758

Potosi

38

3,508

1

Current

291

21,847

Silver Peak
Total New Drilling

Number of Holes

Potosi

The most recent Mineral Resource estimate for Potosi was completed in June 2009. This resource model
incorporates two zones previously referred to as Potosi North and Potosi Extended, as well as a zone
referred to as the Gap which is a zone of dislocated mineralization within the Morland Fault Zone.
The Potosi 2009 resource model extends over a strike length of 2 km and has a vertical extent from the
surface to a depth of approximately 700 m (Figure 3.4). The resource model is based on data from a total of
991 diamond and RC drillholes, with the majority of drilling being diamond. Drill density varies from 25 m by
25 m in the north (Potosi North) to 100 m by 40 m in the Potosi Extended zone, and up to 100 m by 100 m at
depth. Industry accepted practices for drill collar and downhole survey, geological logging, sampling and
assaying, including QA/QC procedures, and database validation were in place for the majority of data used
in the resource estimate.
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The deposit was estimated using IDW interpolation constrained by resource outlines based on mineralization
envelopes prepared using a nominal 7% PbZn COG for the high-grade zones and 1% PbZn for the low
grade zones. Drill samples were composited at 1 m intervals within the mineralization envelopes. The block
dimensions used in the model were 10 m N x 2.5 m E x 10 m vertical with sub-cells of 1.0 m N x 0.25 m E x
1.0 m vertical. Bulk density is determined by a formula based on the Southern Operations formula using
lead, zinc, copper and iron assays, but empirically modified to fit measured bulk densities. The resource is
reported at a 2% PbZn COG. Grade top cuts were applied to the composites for lead and zinc values, for
some domains, based on statistical analysis. A top cut of 300 g/t for silver was applied to all domains. A
minimum of 2 and maximum of 40 samples per block estimate was applied. Composites with a combined
lead and zinc value above 5% were restricted for use in the estimate within a 15 m (major) by 10 m (semimajor) by 5 m (minor) area. A two pass search strategy was used with an increased search in the second
pass.
The Mineral Resource classification was based on drilling density, grade and geological continuity of the
mineralized zones. The Potosi Mineral Resource was classified as Inferred Resource, due primarily to the
complexity of the geological character, lesser confidence in continuity of the mineralized zones, and broad
drill spacing. Although it is noted that in some areas with greater drill density, for example parts of Potosi
North, it would not be considered unreasonable to upgrade the classification in these areas to Indicated
Resource status.
3.3.4.2

Silver Peak

The most recent Mineral Resource estimate for Silver Peak was completed in July 2008.
The Silver Peak 2008 resource model extends over a strike length of 400 m and has a vertical extent of
approximately 265 m (Figure 3.4). The estimate is based on a total of 38 surface and underground diamond
drillholes, 15 RC drillholes, and 89 underground face samples, for a total of 142 drillholes and face samples,
representing 12,159 m of sampling. The diamond drilling was completed by previous explorers and all RC
drilling by Perilya. Drill density is approximately 40 m by 20 m and face samples were collected at 3 m
intervals. Industry accepted practices for drill collar and downhole survey, geological logging, sampling and
assaying, including QA/QC procedures, and database validation were in place for the majority of data used
in the resource estimate.
The deposit was estimated using ID2 interpolation constrained by resource outlines based on mineralization
envelopes prepared using a nominal 2% PbZn COG. Drill samples were composited at 2 m intervals within
the mineralization envelopes. The block dimensions used in the model were 20 m N x 5 m E x 10 m vertical
with sub-cells of 2.5 m N x 0.625 m E x 1.25 m vertical. Bulk density values were assigned into each block
using a regression formula that was based on data collected from diamond core samples taken from the
North Mine. No grade top cuts were applied to the composites and the resource was reported at a 5% PbZn
COG. A minimum of 8 and maximum of 40 samples per block estimate was applied, with a subsequent
decrease in the minimum for each search pass. A three pass search strategy was used with an increased
search in the second and third passes.
The Mineral Resource classification was based on drilling density, grade and geological continuity of the
mineralized zones. The Silver Peak Mineral Resource was classified as Inferred Resource, due primarily to
the complexity of the geological character, lesser confidence in continuity of the mineralized zones, and
broad drill spacing.
AMC considers that with the improved geological understanding obtained from recent drilling this should
result in a conversion of some portion of the Potosi Inferred Mineral Resource to Indicated Resource status
in the next Mineral Resource update.
3.3.5

Central Blocks

The most recent Mineral Resource estimate for Central Blocks was completed in July 2008. No further
exploration work has been carried out since this resource estimate was completed.
The Central Blocks area extends over a strike length of 400 m and extends to a depth of approximately
320 m below surface (Figure 3.8). The resource estimate is based on a total of 41 surface diamond and RC
drillholes for a total of 8,186 m of drilling, of which 40% of the drillholes were drilled by Perilya. Drill density is
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on an approximate 80 m by 20 m grid. Industry accepted practices for drill collar and downhole survey,
geological logging, sampling and assaying, including QA/QC procedures, and database validation were in
place for the data used in the resource estimate.
The deposit was estimated using ID2 interpolation constrained by resource outlines based on mineralization
envelopes prepared using a nominal 2% PbZn COG. Drill samples were composited at 2 m intervals within
the mineralization envelopes. The block dimensions used in the model were 10 m N x 5 m E x 10 m vertical
with sub-cells of 1.25 m x 0.625 m x 1.25 m. No grade top cuts were applied to the sample data and the
model was reported at variable COGs depending on the depth from surface. From surface (10,260 mRL) to
10,150 mRL a 2% PbZn COG was used and below 10,150 mRL a 5% PbZn COG was applied. Bulk density
values were assigned into each block using a regression formula that was based on data collected from
diamond core samples from the North Mine. A three pass search strategy was used with an increased
search in the second and third passes
All Mineral Resources have been classified as Inferred Resource based on the understanding of the
geological controls on mineralization and the wide spaced drilling.
Figure 3.8

3.3.6

Central Blocks Long-section, Mineralization Envelopes and Drilling

Flying Doctor

The most recent Mineral Resource estimate for Flying Doctor was completed in April 2008. Some further
exploration activities have been undertaken since this time, including limited surface drilling, however, there
have been no further updates to the resource estimate.
The Flying Doctor area extends over a strike length of 900 m to a depth of approximately 200 m below
surface (Figure 3.9). The resource estimate is based on a total of 131 surface diamond and RC drillholes for
a total of 15,680 m of drilling, of which 59 of the drillholes were drilled by Perilya. Drill density is on an
approximate 25 m by 25 m grid. Industry accepted practices for drill collar and downhole survey, geological
logging, sampling and assaying, including QA/QC procedures, and database validation were in place for the
data used in the resource estimate.
The deposit was estimated using OK interpolation constrained by resource outlines based on mineralization
envelopes prepared using a nominal 5% PbZn COG for the high grade zones and 1% PbZn for the lowgrade zones. Drill samples were composited at 2 m intervals within the mineralization envelopes. The block
dimensions used in the model were 10 m N x 5 m E x 10 m vertical with sub-cells of 1.25 m x 0.625 m x
1.25 m. The resource is reported at a 2% PbZn COG. No grade top cuts have been applied to the composite
data. Bulk density values were assigned into each block using a regression formula that was based on data
collected from diamond core samples from other Broken Hill deposits. A three pass search strategy was
used with an increased search in the second and third passes.
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The Mineral Resource was classified based on drilling density, grade and geological continuity of the
mineralized zones. The resource was largely classified as Indicated Resources as a result of the high
confidence in the continuity of the main mineralized zones and the density of drillhole spacing. The deeper
portions of the main mineralized zone are sparsely drilled and have been classified as an Inferred Mineral
Resource. Small isolated zones that are based on less than four holes have also been classified as Inferred
Mineral Resource.
Figure 3.9

3.3.7

Flying Doctor Deposit Long-section, Mineralization Envelopes and Drilling

Henry George

The most recent Mineral Resource estimate for Henry George was completed in May 2008. No further
exploration work has been carried out since this resource estimate was completed.
The Henry George area extends over a strike length of 900 m and to a depth of approximately 400 m below
surface (Figure 3.10). The estimate is based on all surface diamond, RC and RAB drilling data, all of which
was completed by Perilya. A total of 75 drillholes were used for a total of 14,347 m of drilling. Drill density is
on an approximate 100 m by 50 m grid. Industry accepted practices for drill collar and downhole survey,
geological logging, sampling and assaying, including QA/QC procedures, and database validation were in
place for the data used in the resource estimate.
The deposit was estimated using ID2 interpolation constrained by resource outlines based on mineralization
envelopes prepared using a nominal 2% Zn COG. Drill samples were composited at 1 m intervals within the
mineralization envelopes. The block dimensions used in the model were 25 m NS x 5 m EW x 10 m vertical
with sub-cells of 3.125 m x 0.625 m x 1.25 m. No grade top cuts were applied to the sample data and the
model was reported at variable COGs depending on the depth from surface. From surface (10,260 mRL) to
10,150 mRL a 2% PbZn COG was used and below 10,150 mRL a 5% PbZn COG was applied.
All Mineral Resources have been classified as an Inferred Resource based on the understanding of the
geological controls on mineralization, the wide spaced drilling, and the inclusion of RAB drilling in the upper
portions of the resource.

AMC213076_3 - 26 September 2013

19

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED
Perilya Limited – Independent Technical Specialist's Report

Figure 3.10

3.3.8

Henry George Long-section, Mineralization Envelopes and Drilling

1130

The most recent Mineral Resource estimate for 1130 was completed in May 2008. Diamond drilling to
evaluate the down-plunge potential of the mineralization was completed in late 2011 (915 m). Although thin
intersections of mineralization were returned, the width and depth of the intersections did not warrant an
update to the Mineral Resource estimate.
The 1130 area extends over a strike length of 400 m and to a depth of approximately 250 m below surface
(Figure 3.11). The estimate is based on all surface diamond, RC and RAB drilling data, all of which was
completed by Perilya. A total of 26 drillholes were used for a total of 2,590 m of drilling. Drill density is on an
approximate 50 m by 25 m grid. Industry accepted practices for drill collar and downhole survey, geological
logging, sampling and assaying, including QA/QC procedures, and database validation were in place for the
data used in the resource estimate.
The deposit was estimated using ID2 interpolation constrained by resource outlines based on mineralization
envelopes prepared using a nominal 2% Zn COG. Drill samples were composited at 1 m intervals within the
mineralization envelopes. The block dimensions used in the model were 20 m NS x 5 m EW x 10 m vertical
with sub-cells of 2.5 m x 0.625 m x 1.25 m. No grade top cuts were applied to the sample data and the
model was reported at variable COGs depending on the depth from surface. From surface (10,290 mRL) to
10,175 mRL a 2% PbZn COG was used and below 10,175 mRL a 5% PbZn COG was applied. Bulk density
values were assigned into each block using a regression formula that was based on data collected from
diamond core samples. A three pass search strategy was used with an increased search in the second and
third passes.
All Mineral Resources have been classified as Inferred Resource based on the understanding of the
geological controls on mineralization, the wide spaced drilling, and the inclusion of RAB drilling in the upper
portions of the resource.
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Figure 3.11

3.3.9

1130 Long-section, Mineralization Envelopes and Drilling

Conclusion

AMC considers that for the Broken Hill deposits reviewed, the overall approach, methodology, and execution
used for the Mineral Resource estimates meets accepted industry practices. In AMC's opinion the Mineral
Resources for the Broken Hill Operations have been prepared and reported in accordance with the JORC
Code using accepted industry practice including appropriate reference to the guidelines in the JORC Code,
and have been signed off by an appropriate Competent Person as defined by the JORC Code.
3.4

Exploration and Resource Development

3.4.1

Resource Definition Adjacent to Known Mineralization

Perilya has been able to replenish mined Mineral Resources at a comparable rate to depletion for the last
few years. AMC understands that the focus of diamond drilling for the year ended June 2013 has been to
increase the geological confidence of areas planned to be mined that are already modelled and scheduled to
be mined within the Southern Operations area. AMC also understands that the 2013 Mineral Resource for
Southern Operations will be similar to the 2012 Mineral Resource, with depletion being largely replaced by
new material added as a result of evaluation of known potentially economic mineralization not previously
assessed.
AMC understands that the majority of additional material anticipated to be added to the 2013 Mineral
Resource has been as a result of project Ore Reserve Increased Opportunities (ORIO) which has resulted in
an addition of approximately 1.34 Mt at 6.7% Pb and 12.0% Zn. With project ORIO complete there is now a
need to drill out potential extensions to the orebody in order to replace mining depletion in the following
years.
3.4.1.1

Extensional Targets Southern Operations

As part of ongoing resource delineation, in 2007-2008 Perilya conducted an 'Integrated Target Ranking'
project which identified areas within Southern Operations that were prospective targets for extensional and
near mine exploration drilling, and ranked these areas according to a set of criteria. At the time, these targets
were considered to hold the potential to add between 3.0 Mt and 5.6 Mt to the future mine production.
The target areas were assigned confidence levels based on priority criteria such as drillhole density and host
rock geology. Of the 100+ extensional targets that were initially generated, 48 targets were considered to
have significant potential to increase mine life. The high confidence targets have been selected and further
prioritized as a starting point for delineating targets for current work.
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Initially the target areas were re-evaluated to see what economic parameters may have changed since their
initial selection. To date 30% of the targets have been reviewed and of those eight have been re-evaluated in
detail. Following detailed re-evaluation of the eight high priority targets, diamond drill programmes have been
planned, as standalone extensional work, or in combination with infill drilling. Initially all drilling has been
planned using 20 m x 20 m infill drill spacing, however, it is expected that as designated extensional work the
final design is more than likely to be 40 m x 40 m.
AMC understands that the planned extensional resource delineation in the next twelve months is as follows:
1

North Western A Lode (Ranked 5 of 48 from 2008)

Planned drill metres are 5,560 m in 59 drillholes. The drilling of the target will be in three phases from
separate platforms. Phase 2 has a secondary objective to define the position of the orebody prior to final
design of development that will link the 14 Level to the 17 Expo Ramp. The first drillhole (DDH 12720) drilled
from the 10-11 ZC ramp has already been drilled and has intersected the conceptual target with an
intersection of 5 m at an estimated grade (from lithology logging, no assays returned) of approximately 12%
PbZn. The second hole is currently being drilled.
2

A Lode Middle 1 (Ranked 2 of 48 from 2008)

Planned drill metres are 5,431 m in 76 drillholes, however, many of these are conditional on results in the
previous hole. In addition to the extensional drilling discussed, a further 2,163 m of infill drilling is planned to
increase confidence in sparsely drilled areas of the current high grade A Lode model. The total potential
increase in mineral inventory is 202,000 t at 4.0% Pb, 39 g/t Ag, 6.5% Zn.
3

C Lode Upper 4

Near surface target ranked as having the best potential of 48 targets in 2008 has been reassessed as a
surface drilling opportunity. The target is within the first 150 m vertical depth from surface. The potential
increase in mineral inventory is 220,000 t at 4.5% Pb and 7.0% Zn.
4

B Lode Skins

Digitized mined shapes in contour areas show potential for unmined remnant skins of moderate to high
grade. These remnant skins have the potential to be added to the mineral inventory and subsequently mined
by a cut-and-fill method. The remnant skins can be considered an extensional opportunity and are not yet
part of the Mineral Resource.
Planned drilling is for two extensional diamond drill programmes, to test the existence, width and grade of
the skins on the 8, 9, 10 and 12 Levels around the high grade B Lode contours. Potential mineral inventory
that may be realized is as follows:




3.4.2

8 and 9 Level target – 59,200 t at 3.9% Pb, 41 g/t Ag, 8.0% Zn.
10 and 12 Level target – 112,000 t at 2.1% Pb, 24 g/t Ag, 9.3% Zn.
Other prospective areas for this type of remnant mineralization occurs in both B Lode and 2 Lens.
Near Mine Resource Development

Minimal near mine exploration has occurred in the last few years, with work completed aimed at evaluating
broad target areas, rather than specific resource additions. Little new resource has been available for
assessment.
The most probable additions to the Broken Hill Mineral Resources are likely to be derived from the PotosiSilver Peak deposits. While AMC does not have updated estimates, it understands that there is a high
confidence in the new data and it is likely that additions will be made to Broken Hill's resources.
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3.5

Ore Reserves

The most recent Ore Reserve estimate was at 30 June 2012 (2012 Reserve) for Southern Operations, which
comprises multiple orebodies referred to as lodes, and pillars left from previous stoping operations.
The 2012 Reserves are summarized in Table 3.3. The detailed estimate is in Appendix E.
Southern Operations Ore Reserve at 30 June 20121

Table 3.3

Category

Tonnes
(Mt)

Pb
(%)

Ag
(g/t)

Zn
(%)

Proved

5.4

5.9

59

7.3

Probable

6.4

3.8

41

5.1

11.7

4.8

49

6.1

Total
1

Sourced from Perilya 2012 Annual Report.

The 30 June 2013 Ore Reserve (2013 Reserve) estimate is currently being prepared and will include
Southern Operations and a first estimate for Potosi Operations. AMC understands that the 2013 Reserve for
Southern Operations will be similar to the 2012 Reserve, with depletion being largely replaced by new
material added as a result of evaluation of known potentially economic mineralization not previously
assessed. However, this does not take account of the potential impact of any change to the COG as a result
of financial considerations. AMC has not received any guidance on the likely Potosi Operations Ore Reserve.
BHO has been able to maintain the Ore Reserve for Southern Operations at approximately 10 Mt to 15 Mt
for the last several years (Table 3.4). Minimal near mine exploration in the last few years has meant that little
new resource has been available for assessment.
Table 3.4

3.6

Southern Operations Total Ore Reserves History 2007 to 2012
Year
(at 30 June)

Tonnes
(Mt)

Pb
(%)

Ag
(g/t)

Zn
(%)

2007

11.2

4.9

50

6.7

2008

10.0

4.5

47

6.1

2009

12.9

4.5

48

6.0

2010

15.3

4.0

42

5.3

2011

14.7

4.0

43

5.3

2012

11.7

4.8

49

6.1

Production Forecast

The production forecast in the 2012 life-of-mine plan (LOMP) (at 30 June 2012) contains both reserve and
non-reserve material from Southern Operations, and is shown in Table 3.5. The non-reserve material is a
mix of lower confidence material and lower-grade material, which is included on a marginal cost basis. This
material represents approximately one quarter of the total production forecast.
Table 3.5
Category

Southern Operations Production Forecast – 2012 Life-of-mine Plan
Unit

Total

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Tonnage

Mt

15.14

0.79

1.62

1.63

1.62

1.63

1.62

1.62

1.60

1.58

1.43

Pb

%

4.6

4.5

4.6

4.7

4.9

4.9

5.0

4.9

4.3

3.8

3.9

Ag

g/t

47

41

42

44

45

54

52

46

57

38

48

Zn

%

5.6

5.4

5.7

5.6

5.4

5.4

5.3

5.4

6.1

5.8

5.3

Contained Pb

t

692,052 35,387

74,951

76,208

79,632

79,550

81,187

79,385

69,435

59,953

56,365

Contained Ag

kg

712,422 32,408

68,837

71,123

73,043

87,393

83,724

74,745

91,641

60,759

68,750

Contained Zn

t

842,752 42,155

92,462

91,820

87,798

87,867

86,269

88,093

98,037

91,965

76,286
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Given the available processing capacity, the inclusion of lower-grade material that covers variable mining
and processing costs has the potential to add value, provided that the scheduled higher-grade material
above the full cost COG is delivered.
During and following the site visit, AMC has discussed with BHO personnel what the likely production
forecasts as at 1 September 2013 could be for both Southern Operations and Potosi Operations. No exact
estimates of tonnes and grade have been provided to AMC, but based on these discussions and a review of
available information, AMC has made its own estimates. AMC has reduced the grades for Southern
Operations by 5% to reflect an assumption that it is likely that BHO will occasionally substitute lower-grade
material for high-grade ore. These estimates are summarized in Table 3.6 and form the basis for the
production scenarios.
Table 3.6

AMC Estimates of Production Forecasts at 1 September 2013
Operation

3.7

Comment

Tonnes
(Mt)

Pb
(%)

Ag
(g/t)

Zn
(%)

Southern Operations

Low COG

13.4

4.1

43

5.5

Southern Operations

High COG

9.0

4.7

51

6.1

Potosi Operation

Including Silver Peak

1.6

2.3

27

6.8

Mining Operations

Silver, lead, and zinc ore has been mined at Broken Hill for 114 years. BHO is a complex, underground
mining operation based on recovering orebody extensions and remnant mining blocks of the historic
Southern Operations. In addition, ore from the new Potosi Operations is now being crushed on surface at
Potosi and trucked to Southern Operations for processing. The historic North Mine remains closed.
3.7.1

Southern Operations

Southern Operations encompasses mining of orebody extensions and remnant mining blocks of the historic
Zinc Corporation, New Broken Hill Consolidated and Southern Cross workings. BHO took control of the mine
in 2002 and in 2008, due to the impact of the global financial crisis, and downsized the operation to its
current size.
The workings include extensive historical development openings, many of which are used to provide access
to stopes, and must be rehabilitated with new ground support to make them safe. The remnant nature of the
operations presents many challenges, including geotechnical issues, which are having an increasing impact.
This includes movement in the hoisting shaft and more frequent rockfall events, albeit mostly small in
volume. Hoisting operations are suspended for four days each fortnight (to coincide with the mill shutdown)
to allow shaft maintenance work to be undertaken. This is essential to maintain hoisting capacity. The
increased frequency of rockfalls requires more rehabilitation ground support work to be undertaken, which
reduces the face advance capacity. The mine is development intensive, requiring more face advance and
rehabilitation than other operations of a similar size.
Production for the period 2010 to 2012 is summarized in Table 3.7. More tonnes were produced at lower
grades than the plan in 2010 and 2011, but results generally met or exceeded the plan in 2012.
Table 3.7
Production

Southern Operations Production for 2010 to 2013
Unit

2010 Plan

2010 Actual

2011 Plan

2011 Actual

2012 Plan

2012 Actual

Tonnes

t

1,386,376

1,636,692

1,709,310

1,744,720

1,606,017

1,692,698

Pb

%

5.47

3.66

4.03

3.39

3.91

3.74

Ag

g/t

52.5

40.0

39.4

36.0

38.6

39.5

Zn

%

5.42

4.39

4.62

4.44

5.01

5.00

The plan for 2013 was to produce approximately 1.6 Mt (Table 3.4). Production to the end of July versus
plan is summarized in Table 3.8, and shows that the tonnage is close to plan (-2.6%), but grades are
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significantly below plan (-16% to -25%), resulting in lower metal production, reduced revenue and a
significant operating loss for the half year to 30 June 2013.
Table 3.8

Production from 1 January 2013 to 31 July 2013
Production

Unit

Plan

Actual

Variance
(%)

Tonnes

t

1,000,621

974,480

-2.6

Pb

%

4.02

3.02

-24.9

Ag

g/t

39.4

30.6

-22.3

Zn

%

5.46

4.60

-15.8

The shortfall in grades was due to a number of factors, the main ones being:






A large void (that was believed to have been filled) was encountered adjacent to high-grade stopes.
Production from these stopes was delayed by a few months while the void was backfilled.
The increased rockfall frequency meant that more labour and equipment were allocated to
rehabilitation, reducing the face development capacity. This meant that access to other high-grade
areas was slower than anticipated.
During the shaft maintenance shutdowns each month, stopes in the upper levels of the mine were
targeted, so that the ore could be trucked to surface. The grades from these stopes proved to be less
than predicted. Some of this upper level ore is also oxidized, which reduces mill recoveries.

As a consequence, some of the high-grade ore scheduled was replaced with lower grade ore, resulting in the
significantly lower grades in Table 3.7. These issues are largely ongoing, and will require an increased focus
on face advance to ensure that more high-grade ore sources are available so that a similar situation does
not occur again. AMC believes that management understands and is addressing this issue, but that it is too
early to know how effective they will be.
BHO is currently developing its 2013 LOMP. AMC understands that no decision has been made on the
tonnage versus grades strategy to be used. The options are to maintain Southern Operations at similar
tonnage and grades to the 2012 LOMP, and increase the mill throughput to include the extra ore from Potosi.
Alternatively, the processing rate could be maintained and the tonnage from Southern Operations reduced
by the amount of ore delivered from Potosi. This reduced tonnage would involve increasing the COG to
achieve higher head grades at the mill. However, a large part of the Ore Reserve is only just above the
current COG, so any attempt at increasing the grades from Southern Operations could exacerbate the
development intensity problem, as more high-grade stopes will need to be accessed, with lower grade
stopes being left behind.
In the absence of any clear guidance from BHO, AMC considers that increasing the total tonnes processed
is likely to produce a better result than any attempt to increase the grades from Southern Operations above
those shown in the 2012 LOMP. AMC considers that Southern Operations should be able to deliver the
scheduled tonnes and grades most of the time, but that there will be periods when access to high-grade
stopes will be restricted and lower grade material is mined instead. Minimizing the frequency and duration of
these lower grade periods is the key to a viable operation.
3.7.2

Potosi Operations

This is a new underground mine that exploits the down dip extension of the Potosi deposit below the now
closed open pit, and the adjacent partly developed, but unmined Silver Peak deposit. A 300 m deep, 3 m
diameter concrete lined shaft, and a sill drive from the bottom of the shaft existed at Silver Peak, but no
significant ore production had occurred.
New mine development involved mining two declines, one from near the base of the Potosi pit and the other
near the Silver Peak shaft. A level drive from the Potosi decline has connected to the bottom of the Silver
Peak shaft which is now used as an intake airway for further development. Two programmes of infill and
delineation drilling have been completed at Potosi to update and extend the previous resource model, and a
programme has just commenced at Silver Peak. Several small stopes have been mined at Potosi above the
connecting drive, and production is ramping up after a slow start. The decline continues to advance below
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the connecting drive, but a new raisebored ventilation airway is required before production can commence
below this level.
An incline up from the Silver Peak sill drive will connect to the partially completed decline and provide access
to the proposed stopes. In the meantime, the existing sill drive is being enlarged to the size of other new
development, and this is providing some additional ore. Drilling to test the potential for ore extensions below
the sill drive has just commenced. This may provide additional ore in the short term pending the
decline-incline connection.
Prior to 2013, all mining at Potosi was undertaken by a mining contractor. BHO took over mining operations
this year to reduce costs. Production to 31 July 2013 has fallen well short of the forecast, but is expected to
improve in the remainder of this year, with full production of 300 ktpa being achieved by the end of 2014. The
delivered ore grades are expected to be slightly lower than for Southern Operations, but recent drilling
suggests that the zinc grade will improve with depth. Ore delivery by road to Southern Operations is limited
to approximately 30 kt per month under approval conditions imposed by Broken Hill City Council, and the
NSW Land and Environment Court.
AMC considers that Potosi Operations can deliver the revised production forecast (Table 3.9), and that there
is good potential for identifying significant extensions to the Potosi deposit. The adjacent Flying Doctor
deposit has the potential to be developed as small open pit in the future.
Table 3.9
Category
Tonnage

Potosi Operations Production Forecast
Unit
t

Total
1,560,340

2013

2014

2015

2016

2017

2018

100,250

214,775

300,603

330,909

289,727

324,075

Pb

%

2.3

1.6

2.8

3.2

2.1

2.1

1.7

Ag

g/t

26.9

21.4

28.7

32.7

24.0

28.3

23.9

Zn

%

6.8

6.5

6.6

5.8

6.7

7.0

7.7

3.7.3

North Mine

The North Mine contains significant high-grade Mineral Resources, but recent evaluations have concluded
that reopening of the mine would not be economic at current and projected metal prices. Most of the highgrade material is at considerable depth (more than 1 km below surface) and re-establishment of access and
hoisting facilities involves a large capital cost. Alternative strategies involving a more gradual redevelopment
with less up-front capital are being considered, but no decision to reopen the mine is likely in the foreseeable
future unless metal prices increase significantly.
3.8
3.8.1

Metallurgy and Processing Operations
Introduction

The concentrator was built in 1952 by New Broken Hill Consolidated (NBHC). It has been considerably
modified and expanded over the years. In 1999/2000, it treated 2.83 Mtpa. In 2008, it was reconfigured to
treat reduced tonnage and is now operated in the range of 1.6 Mtpa to 1.7 Mtpa.
Galena (PbS) is the principal lead mineral, with minor amounts of cerussite (PbCO3) and anglesite (PbSO4)
also present. Tetrahedrite ((Cu,Fe)12Sb4S13) is the predominant silver mineral. It is closely associated with
galena in the ore and follows the lead stream through the plant flowsheet. Zinc is mainly present as
marmatite ((Zn,Fe)S) which is a sphalerite-group mineral with 11% iron (Fe) and minor amounts of
manganese (Mn) and cadmium (Cd) structurally in the mineral lattice.
The ore is generally regarded as free-milling, with valuable minerals liberated at relatively coarse particle
size. Both lead and zinc concentrates are regarded as clean and of high commercial quality, and are well
regarded in the marketplace.
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3.8.2

Process Description

The ore crushing process is shown schematically in Figure 3.12. Southern Operations run-of-mine (ROM)
ore is crushed underground using a jaw crusher and either fed directly to the surface crushing and screening
plant or stored on a coarse ore stockpile. ROM from Potosi is crushed at the mine site and transported
approximately 8 km to the plant by truck over public roads.
Primary double-deck screens direct +60 mm material (from the top deck) to two standard cone crushers.
Crusher discharge and +19 mm material from the bottom deck report to secondary screening. -19 mm
crusher-product material joins the conveyor feeding the fine ore bins.
Secondary double-deck screens reject trash from the top deck, and direct +19 mm material from the bottom
deck to two short head cone crushers set at 5 mm. Crusher discharge and -19 mm material from the bottom
deck join the crusher-product conveyor.
Fine ore bins with 8 kt live capacity are located in the top of the concentrator.
Figure 3.12

Southern Operations Crushing Flowsheet

The grinding and flotation circuit is shown in Figure 3.13. Three identical grinding lines are configured. Each
line uses a rod mill and primary ball mill with hydrocyclones in closed circuit with the primary ball mill.
Hydrocyclone overflow reports to a trash removal screen and then to the lead flotation circuit.
Primary lead roughers produce a concentrate that goes through two stages of cleaning to generate final lead
concentrate. Primary lead rougher tailings is reground in a secondary ball mill, and then refloated in
secondary lead roughers and scavengers. Concentrates from the refloat report back into the lead cleaning
circuit. Scavenger tailings (de-leaded tailings) become the feed to the zinc flotation circuit.
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Figure 3.13

Southern Operations Grinding and Flotation Flowsheet
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De-leaded tailings are reground prior to zinc flotation. Reground material is conditioned prior to primary
flotation in a tank cell. Tank cell tailings report to zinc rougher flotation. Tank cell concentrate and
concentrate from the first two stages of zinc roughing are cleaned in three stages, to produce final zinc
concentrate.
Concentrates are thickened and filtered using Larox pressure filters and a vacuum disc filter. Concentrates
are transported in covered rail wagons to Port Pirie. Lead concentrate is either delivered to the Nyrstar
smelter at Port Pirie, or to Perilya's storage facility to await overseas shipment. Zinc concentrate is all
delivered to the storage facility for overseas shipment.
Rougher tailings become the feed to the tailings facility. The stream is cycloned to produce underflow sand
for use as backfill material in the underground mine. Hydrocyclone overflow is thickened in a 60 m diameter
thickener, with thickener underflow being pumped to tailings storage facility (TSF) and thickener overflow
water being recycled for plant use.
The concentrator is monitored and controlled using a Honeywell Experion supervisory control and data
acquisition (SCADA) system. A Courier, ten-stream on-stream analysis system generates real-time control
assays that enable automatic control of key operating parameters in the flotation plants.
3.8.3

Recent Production Performance

The concentrator is operated on a 10-day-per-fortnight roster at a nominal rate of 130 wet tph per grinding
line. Budgeted annual throughputs of 1.6 Mtpa require 80% total time utilization (plant availability and
utilization of available time) which is well within the capability of the plant and its operating systems.
Differential lead-zinc flotation is well understood, and the plant is well configured and operated to produce
saleable-grade lead and zinc concentrates at acceptable recoveries from such ore. However, it is in the
nature of remnant mining that a proportion of the ROM ore delivered to the mill will have been exposed to air
and water and will therefore be susceptible to surface oxidation and "tarnishing", which adversely affects
flotation performance. In addition, it has been shown at BHO that tannins extracted from old mine timber and
cement from backfill can also have negative impacts on concentrator performance. The operating strategy
employed at BHO is driven by the quality of ROM ore, rather than its mineralogy. The suite of reagents used
has been designed specifically to counter the effects of tarnishing, oxidation, and the presence of cement
and wood tannin. Trash removal screens were added to the circuit ahead of lead flotation in 2010 to
minimize the amount of wood and other foreign material in the feed.
Concentrator performance from 2010 to 2013 (end of July) is shown in Table 3.10. Throughputs have largely
met plan in recent years, as would be expected given the over-capacity of the plant. The minor shortfall to
end of July 2013 can be attributed to a slower than expected ramp-up of production from Potosi Operations.
Table 3.10

Broken Hill Operations Concentrator Performance 2010 to 2013
Unit

Ore Processed

t

2010
2011
2012
2013 YTD
Actual
Plan
Actual
Plan
Actual
Plan
Actual
Plan
1,637,473 1,386,376 1,749,253 1,709,310 1,692,495 1,606,017 1,013,847 1,175,473

Zn Grade

%

4.39

5.42

4.44

4.62

5

5.01

4.6

5.46

Pb Grade

%

3.66

5.47

3.39

4.03

3.74

3.91

3.02

4.02

Ag Grade

g/t

37.99

52.5

35.95

39.36

39.5

38.63

30.59

39.38

t

71,255

92,716

72,436

82,975

77,279

77,746

35,297

58,758

Pb Concentrate Produced
Pb Grade

%

71.95

71.35

74.12

71.41

69.97

71.35

70.12

69.97

Ag Grade

g/t

627.26

588.72

639.66

589.21

634.47

596.92

607.08

620.4

Pb Recovery

%

85.68

85.63

87.06

85.63

85.43

85.63

80.83

86.61

Ag Recovery

%

71.98

75.83

73.93

75.83

73.46

75.83

69.32

74.2

Zn Concentrate Produced

129,948

133,498

143,236

140,674

158,258

146,074

85,756

119,282

Zn Grade

%

t

48.96

48.91

48.95

49.05

48.58

49.53

48.48

48.92

Zn Recovery

%

88.44

86.86

90.3

87.3

90.77

89.84

89.16

90.86
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3.8.4

Lead Recovery

Lead recovery in 2013 YTD has decreased from the 2012 recovery of 85.43% to 80.83%. Lead recovery is
dependent on the lead grade of the plant feed, and was customarily greater than 85% when the lead feed
grade exceeded 3.4%. Due to previously discussed operational problems in the Southern Operations mine,
low-grade ore from nearer to the surface has been substituted for some planned ore from deeper in the
mine. In addition to being of lower grade (3.02% Pb YTD), the ore is affected by oxidation and tarnishing,
which also contribute to a decreased recovery.
Lead concentrate grade is reliably in the 69% to 71% range and is averaging 70.12% in 2013, which is
above plan.
3.8.5

Silver Recovery

Silver recovery in 2013 YTD has averaged 69.32% versus the plan of 74.2%. As discussed previously,
silver-containing minerals are closely associated with galena and as such, suffer a similar decrease in
recovery as the silver feed grade falls. 2013 YTD feed silver grade was 30.59 g/t compared to the planned
value of 39.38 g/t.
3.8.6

Zinc Recovery

Zinc recovery has averaged 89.16% in 2013 YTD against a planned value of 90.86%. Zinc head grade over
the same period was 4.6% versus a planned value of 5.46%. From 2010 to the present, zinc recovery has
been maintained in the range from 88.5% to 90.7%.
Zinc concentrate grade has remained reliably in the range from 48.3% to 49.5% over the last three years.
3.9

Infrastructure and Services

The operations are on the edge of a major regional city, and have a high standard of facilities and services
available to them, such as transport, communications and emergency services. Historical operations have
provided a legacy of substantial surface infrastructure for the current operations, which is generally much
more than would be provided for a modern mine of this size. These include more than adequate general
surface facilities such as change rooms, offices, warehouses and workshops etc.
3.9.1

Power Supply

Power is supplied via the local grid from Wentworth. A major dust storm in 2008 damaged a section of the
supply line and the mine was restricted to emergency power for a couple of weeks, shutting down all mining
and processing activities. Although infrequent, severe weather events do pose a threat to the power supply.
3.9.2

Water Supply

Water is managed to minimize the use of raw water. Internal concentrator streams are recycled
appropriately, and decanted water from plant tailings is returned to the plant. Raw water make-up is drawn
from the Darling River, as is the drinking water supply for the city of Broken Hill. During periods of severe
drought, supply from the Darling River could be restricted.
The lower levels of the North Mine are steadily filling with water, and this is a potential alternative supply, but
would require investment in water treatment and pumping facilities.
3.9.3

Waste Rock Dumps

Most waste rock at Southern Operations is disposed underground. The little that comes to the surface is
crushed and returned underground for road base, or used for surface works such as rock armouring on the
tailings dam.
A waste rock dump exists at Potosi from the historical open pit. This has been rehabilitated. Waste rock from
the current underground mining operations has been stored in the open pit, and in temporary waste dumps
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outside the open pit. It is expected that all waste from current operations will eventually be returned
underground as backfill or disposed into the open pit.
3.9.4

Tailings Storage Facilities

A new cell (Cell C) has recently been constructed at the TSF Site D, which has sufficient capacity to provide
for the projected operations. Should additional storage capacity be required, there is space available for a
fourth cell (Cell D). Management of the filled TSFs is discussed in section 3.10.3.
3.10 Environmental and Community Issues
3.10.1

Leases and Tenure

Perilya holds a number of consolidated mining leases (CMLs) over the Broken Hill area. The Northern
Operation is located on CMLs 4 and 5, with the Potosi mine also located on CML 5. The Southern Operation
is largely based on CML 8 with the TSF (Site D) overlapping small portions of CMLs 8, 9, 10, and 11. Perilya
controls mining and processing facilities, and all Ore Reserves and Mineral Resources contained on these
tenements.
Perilya's mining tenements have a range of existing land uses that include mining, residential, public access
recreation, heritage; and a large area of relatively undisturbed native arid scrubland. In the post-mining
phase, this land use will change as the tenements transition from active mining through rehabilitation and
across to the ultimate land owner via the relinquishment process at the end of mine life. Investigations into
land tenure for the Eastern Precinct Mine Closure Plan indicate that, following relinquishment of surface
tenure in the Eastern Precinct, land ownership of this sector of the Southern Operations will default to either
Crown Land or freehold land owned by Perilya.
Land tenure is also an issue to be considered for any proposed divestment of assets such as the Rainbow
Pre-school and Broken Hill Zinc Bowling Club. Should this land revert to Crown land following excision of the
area from the CML, native title issues could be invoked. Council has previously advised that there are
methods available to ensure that this does not occur (i.e. ensure that a subsequent land title applies to the
land as soon as the mining lease is relinquished). However, legal advice would need to be sought to clarify
this.
3.10.2

Consents, Authorities and Licences

Perilya operates under the two Environment Protection Licences (EPLs) and other consents, authorities and
licences for the Northern and Southern Operations, respectively.



Northern Operations (incorporating Potosi): EPL 2683 (EPA, 2012a).
Southern Operations: EPL 2688 (EPA, 2012b).

The EPLs were granted (as variations) to Perilya by the NSW Environmental Protection Authority (EPA) in
June 2012 under Section 58(5) of the Protection of the Environment Operations Act 1997 and copies of
relevant EPA correspondence and the EPLs were made available to RGS Environmental Pty Ltd (RGS) for
review. The EPLs are required to be reviewed by the EPA every five years.
EPL 2683 was varied to include works required to restore water storage 57A, and generation of a report that
calculates the rainfall event capacity of all water storages. EPL 2688 was varied to include pollution studies
and reduction programmes that produce a report identifying water quality benchmarks for the mine, and
generation of a report that calculates the rainfall event capacity of all water storages. The EPLs contain a
variety of conditions related to operating conditions, discharges to air and water, and applications to land,
monitoring, reporting, and pollution studies and reduction programmes.
Perilya holds a number of other consents, authorities and licences associated with the CMLs, for storage of
explosives, refrigerant trading, radiation apparatus, dangerous goods and water access with the state and
commonwealth governments. Based on the information provided for review, these appear to be current and
in order. Approved development consents include (DA146/2010 and DA11/0052 – Southern Operations)
(DA448/2004 – Potosi Operations) granted to Perilya by Broken Hill City Council.
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3.10.3

Environmental Management – Mining Operations Plans

Mining Operations Plan (MOP) documents have been prepared for the Northern, Southern and Potosi
operations, although the Northern Operations MOP was not available for this review. It is understood that
Perilya developed the MOPs in consultation with a number of key stakeholders, including local and state
government departments, to ensure that all issues raised during the review process were addressed. Once
approved, MOPs are generally valid for a period of seven years. Minor changes to mining and mineral
processing operations are accommodated through the Annual Environmental Management Report (AEMR)
process.
The MOP for Southern Operations (Perilya, 2012a) describes the proposed mining and mineral processing
activities, proposed management measures to address the identified environmental issues, and post-mining
land use and rehabilitation. A risk assessment process is used to identify the potential for environmental
impacts from the various activities to be undertaken during the term of the MOP. The process also indicates
an assessment of the severity of risk from these activities in the absence of controls, and consequently, the
extent of control strategy required to prevent or mitigate those impacts.
A number of "low" and "medium" risk environmental issues were identified in the risk assessment process.
The "medium" risk environmental issues were associated with air pollution, erosion and sediment control,
surface and groundwater pollution, contaminated land, threatened flora and fauna protection, weed control,
operational noise, visual amenity, Aboriginal and European heritage, hydrocarbon contamination and public
safety. At mine closure, the "medium" environmental risks are limited to air pollution, threatened flora and
fauna protection, weed control and Aboriginal and European heritage. The MOP contains a variety of control
measures and monitoring programmes associated with the identified environmental issues, and most of
these appear reasonable with respect to the level of risk involved. Monitoring results are provided in the
Annual Return and AEMR.
For mine closure, one of the main cost items will be surface disturbances associated with mineralized
wastes. The MOP indicates that previous characterization of materials from Perilya's three mine sites (waste
rock and tailings) indicates a low risk of acid generation due to the rock mineralogy and presence of
neutralising capacity. However, no data has been made available to AMC to confirm this. It is noted that
waste rock is stockpiled prior to crushing and use underground. Tailings are either used as underground
backfill or stored at Site D TSF.
Tailings from historical operations have been stored at Site A/B TSF and Site C TSF. The former comprises
a 40 m high tailings dam and residue dump adjacent to the workshop and processing facilities, which has
been partially rehabilitated. The latter is located adjacent to and abutting the CML 8 lease boundary and like
Site A/B, is a terraced landform that has been rock armoured to reduce erosion. The uppermost bench has
been partially rehabilitated. Final rehabilitation of both of these facilities is not scheduled to occur until the
end of mine life.
The current Site D TSF is located approximately 4 km south-west of the Southern Operations concentrator
and comprises three cells with a combined base area of about 72 ha. Cell 1 is full and has not been used for
tailings deposition since April 1998, and Cell 2 reached full capacity in mid-2011. Cell 3 was constructed in
2011 and should accommodate tailings until 2021. The Site D TSF is a "prescribed dam" under Schedule 1
of the Dam Safety Act, 1978. It is understood that a clay cover has been applied over the top surfaces of
Cell 1 and Cell 2, to provide permanent dust suppression and growth medium for vegetation. Longer-term
capping options for TSF Cell 3 include possible external rock armouring, which is currently being
investigated in conjunction with a TSF design contractor (ATC Williams) to reduce final rehabilitation costs,
and ensure long-term stability for mine closure. It is unlikely that Cell 4 will be required for the currently
planned operations.
Whilst the MOP indicates that the TSF facilities have a low risk of acid generation, there is no information in
the available documentation as to whether neutral metalliferous drainage (NMD) or saline drainage (SD)
could be a potential issue during operations and post-closure.
For the broader environmental issues identified at mine closure, it is noted that one of the key project
rehabilitation objectives is to establish safe, stable, and non-polluting landforms that have maintenance
requirements no greater than that of surrounding non-mined landforms. It is also noted that the processes
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described in the MOP to achieve Perilya's post-mining land use goals, and meet relevant CML conditions,
appear reasonable and achievable.
Potosi Operations is located approximately 5.5 km to the north-east of the Broken Hill Post Office on CML 5.
It is an underground mining operation with ore being transported to the Southern Operations Concentrator
via a public road. The MOP for the Potosi Operations (Perilya, 2012a) describes the proposed mining,
exploration, ore transport activities, proposed management measures to address the identified
environmental issues, and rehabilitation. A similar risk assessment process to that described for Southern
Operations has been used at Potosi Operations to identify potential environmental impacts, and control
strategies for the various activities to be undertaken during the term of MOP.
The "medium" risk environmental issues during operations and following mine closure were very similar to
those identified in the Southern Operations MOP. The Potosi Operations MOP contains a variety of control
measures and monitoring programmes associated with the identified environmental issues and most of these
appear reasonable with respect to the level of risk involved.
The MOP indicates that geochemical characterization of Potosi waste rock was completed in 2010. Results
suggest that this material is non-acid forming, and has low base metal grades with limited potential for
leaching. This work also showed little change occurred in pH, with conditions remaining alkaline through the
procedure. Again, there is no information in the available documentation as to whether NMD or SD could be
a potential issue for waste rock during operations and post-closure.
For the broader environmental issues identified during operations and following mine closure, it is noted that
the processes described in the MOP to achieve Perilya's post-mining land use goals, and to meet relevant
CML conditions, appear reasonable and achievable.
3.10.4

Environmental Performance – Annual Environmental Management Report

The AEMR for the Project Southern Operations covering the period August 2011 to July 2012 has been
reviewed (Perilya, 2012b). The AEMR is a statutory requirement that accompanies the MOP prepared in
accordance with EDG03 Guidelines to the Mining, Rehabilitation and Environmental Management Process
(Trade and Investment, 2012) (the guidelines).
The purpose of the AEMR is to provide information on the status of approvals, leases, licences,
environmental risk management and control strategies in the previous 12 months with regard to activities
described in the MOP; environmental performance; and community relations and liaison. The AEMR is also
used to provide information on proposing improvements in environmental performance and management
systems over the following 12 months, and to specify environmental and rehabilitation targets to be
achieved.
It is noted that 15 water discharges were noted in the AEMR, due to a variety of reasons coupled to higher
than average rainfall and the site dams being at capacity. Elevated levels of lead and zinc were noted at
discharge points, and a water treatment plant was planned for construction to manage water contamination
during 2012-2013. In addition, a Pollution Reduction Programme was to be established as part of EPL 2688,
involving a water quality monitoring programme for lead, zinc and cadmium, and a report proposing works to
reduce these pollutant loads at the discharge points submitted to the State Government by July 2013. It is
understood that Perilya has been granted a 12-month extension for submission of this report, as a result of
insufficient rainfall events to collect the necessary data.
Whilst hydrocarbons appear to be reasonably well managed, it is noted that a number of pre-1975
transformers remain on site and contain Polychlorinated Biphenyls (PCBs). An audit completed by the
previous owner of the site (Pasminco) identified the location and details of the relevant transformers.
It is noted that groundwater depth monitoring occurs at 35 monitoring bores at the Site D TSF area, although
no groundwater quality monitoring programme is in place, or required by EPL 2688. It is understood that no
hydrogeological/groundwater assessment work has been done on potential impacts to groundwater quality
from the Site D TSF, or from the historical TSFs (Site A/B and Site C).
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Community relations appear to be in reasonable standing with complaints in the AEMR reporting period
limited to 14, associated with vibration from blasting, dust and noise. These complaints appear to have been
followed up by Perilya personnel with responses provided to the individuals making the complaints.
3.10.5

Environmental Performance – Environmental Incidents (2012-2013)

AMC has been provided with a list of environmental incidents from July 2012 to August 2013. A total of 38
incidents were reported in that period, with most (26) being classified as having negligible or minor impact on
the environment, and 12 classified as moderate. Most incidents were associated with minor hydrocarbon
spills, as well as blast vibration, truck noise and dust complaints. Three incidents involved water discharge
from Licence Point 2 (Southern Cross cooling tower) and Site D TSF, in breach of EPL 2688.
A review of Environmental Performance detailed in the Broken Hill Operations Board Report (Perilya, 2013)
for July 2013 indicates a high number of exceedances to EPL water quality limits in May (24 exceedances)
and June 2013 (18 exceedances). The June exceedances were from Point 1 (Wetlands) and Point 2 (Polo
Dam) associated with pH, lead and oil and grease concentrations. There is no explanation in the report as to
the cause of the significant increase in the number of exceedances, compared to the remainder of the July
2012 to June 2013 reporting period.
3.10.6

Mine Closure and Rehabilitation

In NSW, a financial security (bond) is required to be lodged with the State Government for closure and
rehabilitation of mining operations. The financial security lodged with the State Government for the Southern
Operations at the Project site is approximately A$15M, and A$9M for the Northern Operations (including
Potosi) and is reviewed annually. The available documentation for the Southern Operations indicates that the
site has been divided into a series of domains in order to calculate the financial security using the
methodology provided by the State Government website (Perilya, 2013c). A breakdown of the financial costs
for the Southern Operations is shown in Table 3.11.
Table 3.11

Southern Operations Breakdown of Current Financial Security
Item
Domain 1: Infrastructure Areas
Domain 2: Tailings and Rejects Emplacements (1)

Security
(A$)
5,375,720
48,989

Domain 2: Tailings and Rejects Emplacements (2)

121,344

Domain 2: Tailings and Rejects Emplacements (3)

2,070,381

Domain 3: Overburden and Waste Dumps

–

Domain 4: Surface Disturbance

–

Domain 5: Other
Subtotal (Domains and Sundry Items)

4,447,800
12,064,234

Contingency

1,391,188

Third Party Project Management

1,847,650

Total Security Deposit for the Mining Project (excl. of GST)

15,303,073

Whilst the financial security at the site has been correctly calculated based on relevant NSW guidelines,
there are still some mine closure knowledge gaps associated with the geochemical nature of the tailings, and
potential for seepage impacts to groundwater from the historical and current TSFs. Until these knowledge
gaps are filled, some uncertainty regarding the accuracy of the closure costs for the TSFs remains.
At the current time, there is approximately A$2.2M allocated to closure and rehabilitation of the TSFs. The
expected worst-case scenario for closure and rehabilitation of these facilities, if potential seepage impacts to
groundwater are identified and need to be controlled and or eliminated prior to lease relinquishment, could
be as high as A$12M. Potential increased costs have been calculated using the total surface area of the
TSFs (120 ha) and typical mining industry costs for closure and rehabilitation of sulphidic mine waste
materials (conservatively A$100,000 per ha). Accordingly, in AMC's production cases for Broken Hill that are
presented later in this ITSR, an additional allowance for TSF closure and rehabilitation of A$4M has been
included in the year following cessation of mining to cover potential closure costs beyond the current State
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Government bond. This brings the total allowances for TSF closure and rehabilitation to A$6M, being
approximately the mid-point of AMC’s expected range.
3.11 Costs
3.11.1

Capital Expenditure

Actual capital expenditure for BHO for the period 2008 to 2012 is summarized in Table 3.12.
Table 3.12

Summary of Capital Expenditure 2008 to 2012
Area

2008
(A$'000)

2009
(A$'000)

2010
(A$'000)

2011
(A$'000)

2012
(A$'000)

General

20,295

6,408

26,190

32,749

9,870

South Operations Capital Development

20,009

8,394

29,657

28,198

26,423

Potosi Operations Capital Development

2,238

-230

–

12,139

38,449

North Operations Capital Development

–

923

983

337

–

Rehabilitation Asset

–

–

–

2,668

2,202

–

64,061

–

–

–

42,543

79,556

56,830

76,091

76,944

Silver Buy Back
Total

AMC has reviewed the relevant capital cost budget for Southern Operations in the 2012 LOMP and made
the following adjustments:


The start date was adjusted to 1 September 2013 (pro rata adjustment to 2013 budget).



The updated capital cost budget for Potosi Operations provided by BHO was added.



Southern Operations Other Capital increased to A$5M in years 2020 and 2021 for sustaining capital.

The resulting AMC capital cost budget estimate is presented in Table 3.13.
Table 3.13

Summary of Capital Expenditure 2013 to 2021

Area

1

2013
(A$'000)

2014
(A$'000)

2015
(A$'000)

2016
(A$'000)

2017
(A$'000)

2018
(A$'000)

2019
(A$'000)

2020
(A$'000)

2021
(A$'000)

Southern Operations:
Capital Development

7,956

18,140

19,017

17,478

16,809

14,113

7,787

–

–

Other Capital

6,567

18,000

15,000

15,000

15,000

10,000

6,000

5,000

5,000

2,575

7,725

7,725

7,725

5,000

–

–

–

–

–

5,850

300

300

300

300

–

–

–

17,098

49,715

42,042

40,503

37,109

24,413

13,787

5,000

5,000

Potosi Operations:
Capital Development
Other Capital
Total
1

From September 2013 to December 2013 only (pro rata).

3.11.2

Operating Costs

Based on the actual total operating costs for Southern Operations for the period January 2010 to July 2013,
AMC has calculated the unit costs per tonne of ore processed as shown in Table 3.14.
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Table 3.14

Unit Costs for Period 2010 to 2012
Area

Unit

2010

2011

2012

2013 YTD

Tonnes Processed

t

1,637,473

1,749,253

1,692,495

Mining

A$/t

63.43

65.19

67.19

1,013,847
68.43

Processing

A$/t

13.23

14.89

16.73

15.61

Other

A$/t

27.16

29.61

31.87

37.97

Total

A$/t

103.82

109.69

115.79

122.01

BHO has provided a unit mining cost for Potosi at full production (300,000 tpa) of A$67/t which includes
underground mining, surface crushing and road haulage to Southern Operations. Potosi is treated as a
satellite operation and does not carry any costs other than mining and processing (for example,
administration).
BHO has provided AMC with data that indicates the approximate split between Fixed and Variable costs as
follows:




Mining:

50% Fixed; 50% Variable.

Processing:

50% Fixed; 50% Variable.

Other:

75% Fixed; 25% Variable.

Based on this data, AMC considers that the unit costs in Table 3.15 are applicable for future production at
the various production rates included in the table. An allowance of A$4M was made in the year following
cessation of mining to cover potential closure costs beyond the current state government financial surety.
Table 3.15

Projected Unit Costs
Item

Unit

Mining and Processing Rates v Unit Costs

Mining Rate Potosi

tpa

100,000

200,000

300,000

–

Mining Rate Southern Operations

tpa

1,700,000

1,700,000

1,600,000

1,600,000

Processing Rate

tpa

1,800,000

1,900,000

1,900,000

1,600,000

Potosi Unit Mining Cost

A$/t

84

84

67

–

Southern Operations Mining Cost

A$/t

68

68

70

70

Processing Cost

A$/t

16

15

15

17

Other Costs

A$/t

38

38

40

40

3.12 AMC Production Cases
3.12.1

Broken Hill – AMC Case 1 and Case 2

AMC has developed two production cases for Broken Hill. The cases are projections of mining and
processing tonnages, metal grades and costs. The cases are provided to EY for consideration of value.
Case 1 is based on the production forecasts for Southern Operations and Potosi Operations that AMC has
prepared, based on information provided by BHO. Although these inventories contain significant amounts of
non-reserve material, AMC believes that they represent a realistic basis for forecasting future production. No
future exploration success is required to deliver these inventories, but infill and delineation drilling will be
required to confirm the actual tonnes and grade prior to mining. However, AMC considers that there is a risk
that mine production will, at times, be restricted to lower grade areas than forecast. That risk is described in
section 3.14 of this ITSR. AMC has allowed for this risk by discounting the grade of ore mined in Case 1 by
5% relative to that forecast.
Case 2 removes the 5% discount on grades for Southern Operations that is applied in Case 1, and extends
Case 1 on the basis of limited future exploration success at both Southern Operations (two year extension)
and Potosi Operations (three year extension). The additional material is assumed to be at similar grades to
the production forecasts for the earlier years. Given the recent history of BHO maintaining its Ore Reserve
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for Southern Operations with limited exploration, AMC considers it likely that with modest expenditure on
near mine exploration (as planned by BHO), the additional material is likely to be discovered. For the Potosi
Operations, both the Silver Peak and Potosi deposits are open at depth, and recent drilling suggests good
potential for further extensions. At nearby Flying Doctor, a significant Inferred Resource exists, and recent
studies suggest that a small open pit could produce ore at similar grades and costs to Potosi.
Key aspects of AMC's Case 1 are:











Mining and processing of the AMC production forecast at Southern Operations amounting to 13.4 Mt
at 4.1% Pb, 43 g/t Ag and 5.5% Zn.
Mining and processing of the AMC production forecast for Potosi Operations amounting to 1.6 Mt at
2.3% Pb, 27 g/t Ag and 6.8% Zn.
The total production forecast consists of 69% Ore Reserves, 26% Inferred Mineral Resources and 5%
low-grade mineralization.
Processing throughput increasing from 1.7 Mtpa in 2013 and to 1.9 Mtpa from 2014 until 2018, when
Potosi deliveries cease, and then at 1.6 Mtpa until 2021 when all operations cease. The maximum
throughput of 1.9 Mtpa will require the plant to operate at the current feed rate of 390 wet tph (3 lines
at 130 wet tph), on the current ten-day-per-fortnight roster, at a total time utilization of 87%. It is
reasonable to assume this level of performance, and any shortfall in processed tonnes can be made
up by adding operating hours to the roster.
Metallurgical recoveries and concentrate grades based on the current BHO algorithms that reflect
recent performance, producing concentrates containing 480 kt of payable lead, 433 t of payable silver
and 644 kt of payable zinc.
An operating cost for mining of A$68/t to A$70/t, a processing cost of A$15/t to A$17/t and other costs
of A$38/t to A$40/t at Southern Operations. Mining, crushing and haulage costs of A$67/t to A$84/t at
Potosi Operations. An additional allowance of A$4M was made in the year following cessation of
mining to cover potential closure costs beyond the current state government financial security.
Total capital expenditure of A$197M for Southern Operations and A$38M for Potosi Operations.

Table 3.16 summarizes key parameters of AMC's Case 1.
Table 3.16

Broken Hill Operations – AMC Case 1
Item

Physicals
Ore Tonnes Mined
Waste Tonnes Mined
Ore Tonnes Processed
Payable Lead
Payable Zinc
Payable Silver
Capital Costs
Initial / Expansion
Sustaining
Total
Operating Costs
Mining
Processing
Administration
Other
Smelting, Refining, Transport
Rehabilitation and Closure
Royalties
Total

Unit

kt
kt
kt
kt
kt
t
$M
$M
$M
$M
$M
$M
$M
$M
$M
$M
$M

2013*

640
640
19
28
18
17
17
45
10
21
23
3
102

2014

2015

2016

2017

1,900
1,900
62
82
55
50
50
133
29
64
74
9
309

1,900
1,900
62
80
55
42
42
132
29
64
74
9
308

1,900
1,900
58
83
52
41
41
132
29
63
75
9
308

1,900
1,900
59
84
54
37
37
132
29
64
77
9
311

2018 to 2021 to
2020
2022
5,100

1,600

5,100
166
220
150
43
43

1,600
54
67
49
5
5

356
83
191

112
27
64

212
22
863

66
4
6
279

Total

14,940
14,940
480
643
434
235
235
1,042
234
531
602
4
67
2,480

* Commencing 1 September 2013

Key aspects of AMC's Case 2 are:
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Mining of the AMC production forecast at Southern Operations (with the 5% discount on grades
removed) and extended by two years, amounting to 16.6 Mt at 4.3% Pb, 45 g/t Ag and 5.8% Zn.
Additional A$0.75M capital costs added in each year 2016 to 2019 (A$3M total) to discover additional
resources to support the mine extension.
The total production forecast consists of 54% Ore Reserves, 26% Inferred Mineral Resources and
20% low-grade mineralization and future exploration success.
Mining of the AMC production forecast for Potosi Operations, extended by three years and including
ore from Flying Doctor, amounting to 2.5 Mt at 2.5% Pb, 32 g/t Ag and 6.5% Zn. Additional A$5M
capital cost added in 2018 for replacement of mobile equipment for extended mine life.
Processing throughput increasing from 1.7 Mtpa in 2013 to 1.9 Mtpa from 2015 until 2021, when
Potosi deliveries cease, and then at 1.6 Mtpa until 2023 when all operations cease. Additional A$2.5M
added in 2020 to expand TSF for extended mine life.
Metallurgical recoveries and concentrate grades based on the current BHO algorithms that reflect
recent performance, producing concentrates containing 645 kt of payable lead, 591 t of payable silver
and 860 kt of payable zinc.
An operating cost for mining of A$68/t to A$70/t, a processing cost of A$15/t to A$17/t and other costs
of A$38/t to A$40/t at Southern Operations. Mining, crushing and haulage costs of A$67/t to A$84/t at
Potosi Operations. An additional allowance of A$4M was made in the year following cessation of
mining to cover potential closure costs beyond the current state government financial security.
Total capital expenditure of A$267M for Southern Operations and A$59M for Potosi Operations.

Table 3.17 summarizes key parameters of AMC's Case 2.
Table 3.17

Broken Hill Operations – AMC Case 2
Item

Physicals
Ore Tonnes Mined
Waste Tonnes Mined
Ore Tonnes Processed
Payable Lead
Payable Zinc
Payable Silver
Capital Costs
Initial / Expansion
Sustaining
Total
Operating Costs
Mining
Processing
Administration
Other
Smelting, Refining, Transport
Rehabilitation and Closure
Royalties
Total

Unit

2013*

2014

2015

2016

2017

2018 to 2021 to
2020
2024

Total

kt
kt
kt
kt
kt
t

640
640
20
29
19

1,900
1,900
65
86
59

1,900
1,900
65
84
58

1,900
1,900
61
87
56

1,900
1,900
62
88
58

5,700
5,700
190
260
177

5,100
5,100
181
226
165

19,040
19,040
645
860
591

$M
$M
$M

17
17

50
50

42
42

41
41

41
41

111
111

24
24

326
326

$M
$M
$M
$M
$M
$M
$M
$M

45
10
21
25
3
103

133
29
64
78
10
314

132
29
64
78
10
313

132
29
63
79
10
312

132
29
64
80
10
316

396
86
191
247
28
948

356
83
192
222
4
22
879

1,326
293
659
810
4
93
3,184

* Commencing 1 September 2013

3.12.2

Broken Hill – AMC DCF Sensitivities

Table 3.18 and Table 3.19 show that Case 1 and Case 2 post-tax DCFs respectively, are sensitive to costs
and revenue factors.
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Table 3.18

Broken Hill – AMC Case 1 Post-tax DCF Sensitivity
Sensitivity
Factor

Table 3.19

Post-tax DCF Sensitivity (Percentage of Base Post-tax DCF)
Cost
(%)

Commodity
Price
(%)

Exchange
Rate
(%)

Discount
Rate
(%)

0.6

477

-378

771

123

0.7

383

-259

532

117

0.8

289

-139

352

111

0.9

194

-20

212

105

1.0

100

100

100

100

1.1

6

220

8

95

1.2

-89

339

-68

91

1.3

-183

459

-132

86

1.4

-277

578

-188

82

Broken Hill – AMC Case 2 Post-tax DCF Sensitivity
Sensitivity
Factor

Post-tax DCF Sensitivity (Percentage of Base Post-tax DCF)
Cost
(%)

Commodity
Price
(%)

Exchange
Rate
(%)

Discount
Rate
(%)

0.6

396

-292

650

127

0.7

322

-194

453

119

0.8

248

-96

306

112

0.9

174

2

192

106

1.0

100

100

100

100

1.1

26

198

25

95

1.2

-48

296

-37

89

1.3

-122

394

-90

85

1.4

-196

492

-136

80

3.13 Exploration Valuation
The Broken Hill tenements include Mineral Resources that do not form part of production cases that may be
valued using methods to value advanced exploration projects. The Mineral Resources not included in the
production cases include North Mine Uppers, North Deeps, Central Blocks, Henry George and 1130.
In valuing these Mineral Resources, AMC has considered yardstick values based on transactions for
tenements containing lead and zinc Mineral Resources. The Mineral Resources not included in the
production cases contain 1.2 Mt of combined lead and zinc. For the purpose of determining values, AMC has
applied yardstick values of between A$7 and A$25 per metal tonne to these estimates and has also applied
a current market discount factor.
3.14 Key Risks and Opportunities
Risks
AMC has identified the following risks in relation to the production cases:


Ground movement could cause the NBHC shaft at Southern Operations to become inoperable for an
extended period, or even permanently. For a temporary shutdown, lower grade ore could be trucked
from upper level stopes, replacing high-grade ore that would have been hoisted. This would increase
costs and decrease revenue. For a long-term or permanent shutdown, recommissioning of the
Southern Cross shaft for hoisting ore would be the only practical solution, with a significant capital cost
and ongoing higher costs for underground transport of ore to this shaft.
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Continuing or increasing frequency and / or size of rockfall events at Southern Operations could
restrict access to high-grade stopes, causing a shortfall in tonnes or grade or both, plus higher costs
for rehabilitation ground support work.
Failure to achieve the face development rates needed at Southern Operations to provide access to the
high-grade stopes, resulting in lower grade material being substituted.
Increasing seismicity and instability at Southern Operations in the latter years of the mine life, resulting
in an earlier than expected closure.
Increasing costs and / or lower metal prices making the operation uneconomic.

Opportunities
AMC has identified the following opportunities in relation to the production cases:





A significant increase in metal prices (in A$), which could make reopening of the North Mine
economically viable.
A significant increase in metal prices (in A$), which could lower the COGs for the existing operations,
and result in a significant increase in Ore Reserves, allowing an increase in the production rate and/or
extending the mine life.
Discovery of significant additional Mineral Resources above what has been allowed for in Case 2,
resulting in an increase in the production rate and/or extension to the mine life.
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4

CERRO DE MAIMÓN

4.1

Introduction

Cerro de Maimón is a massive sulphide open pit mine located in the central part of the Dominican Republic
and is immediately adjacent to the village of Maimón (Figure 4.1). It lies 15 km east of the regional centre of
Bonao and 65 km north-west of the capital Santo Domingo, and is accessed by sealed road.
Figure 4.1

Cerro de Maimón Location Map

Mining commenced at Cerro de Maimón following completion of related infrastructure in October 2008. It
currently operates an open pit mining operation and two process plants. The primary concentrator is a
1,300 tpd flotation mill which is used to recover copper, gold and silver from the sulphide ore zone. The
sulphide zone was overlain by a gold and silver enriched oxidized or gossan cap. Mining of this is completed,
and treatment continues with ore reclaimed from stockpile. The oxide ore is treated in a conventional 700 tpd
cyanide processing plant using leaching, and counter-current decantation followed by Merrill-Crowe.
The Cerro de Maimón mine is owned and operated by Corporación Minera Dominicana (Cormindom), a
Dominican company. Cormindom is a wholly-owned subsidiary of Perilya. The Exploitation Concession,
Mining Block C-1 Cerro de Maimón is in good standing and expires in April 10, 2028. The mine owns all the
land on which the infrastructure is located, and the operation and any extensions are well contained within
the concession.
AMC visited the Cerro de Maimón operation in August 2013.
4.2

Geology

The Dominican Republic occupies the north-central part of a Cretaceous to Eocene island arc chain
extending from Cuba to the north coast of South America. An agglomeration of west-north-west-striking
island-arc terranes outcrop over the northern two-thirds of the island, and an oceanic plateau terrane
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outcrops in the southern third (Mann et al, 1991). The island arc terranes range in age from early Cretaceous
to late Eocene.
The most important rock units in terms of gold and base metal mineralization, namely the Los Ranchos and
Maimón Formations, are exposed along the central Cordillera: a series of steep, forested hill chains parallel
to the geological strike that form the central spine of the Dominican Republic. In addition, to the south-west
of these is a belt of ultramafic rocks, including a belt of serpentinised peridotites, up to 6 km wide, and
extending some 90 km. Lateritisation of this unit, termed the Lorna Caribe belt, has formed major nickel
laterite deposits that are currently being exploited by Falconbridge Dominicana.
The volcanic rocks of the Maimón Formation are largely metamorphosed to greenschist facies and consist of
a bimodal spilite-keratophyre suite, much of which is represented by bedded submarine volcaniclastic units
with subordinate flows and shallow intrusives. A belt of meta-tuffs, cherts, black shales and limestones
occurs in the central part of the zone. These sediments are conformable with the volcanics, and contain
exhalite units comprising manganous, haematitic and cherty layers. Figure 4.2 shows the extent of the
Maimón Formation, with the Cerro de Maimón mine and the other prospects within the formation along strike
from the mine also highlighted. Also shown is the Pueblo Viejo mine located in the Los Ranchos Formation
and the Falcondo operations to the west in the Loma Caribe belt.
Figure 4.2

Maimón Formation Geology and Concessions

Two structural provinces have been recognized within the Formation parallel to the structural trend of the
belt. In the south-west of the belt, the Ozama shear zone consists of highly strained inter layered mafic and
felsic mylonites, formed in response to northward thrusting of the Loma Caribe peridotites over the Maimón
Formation. The Altar zone in the north-east of the Maimón Formation demonstrates much less deformation.
Volcanogenic massive sulphide (VMS) deposits have been identified at several locations within the Maimón
Formation, usually associated with the thin metasedimentary units

AMC213076_3 - 26 September 2013

42

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED

Perilya Limited – Independent Technical Specialist's Report

The Cerro de Maimón massive sulphide deposit is located along the southern margin of the Maimón
Formation, immediately below (40 m to 70 m) the thrust-faulted contact with the Peralvillo Formation, in the
broadly associated Ozama shear zone. As a result, the deposit and host rocks display variable shearing and
deformation. The deposit consists of massive to semi-massive sulphides that occur as a distinct horizon
within the host rock metavolcanics. The sulphide horizon dips 40º to 50º to the south-west with a general
steepening of the dip from south-east to north-west. In addition, the massive sulphide body has a south-east
trending plunge at 25º. The deposit has dimensions of 800 m long by 300 m wide and continues to a depth
beyond the drilling in the plunge direction. The thickness of the horizon ranges up to 30 m near the surface,
down to less than 5 m at depth, and averages around 10 m to 15 m in the better mineralized zone. Within the
open pit the ultramafics are not seen and form a ridge some 0.5 km to 1 km to the south-west.
The mineralization at Cerro de Maimón consists of three types. At surface there is an oxide cap. This
consists of goethite enriched in gold and silver, and can be about 40 m thick. A thin supergene sulphide zone
lies above the main sulphides. This zone is enriched in copper, has chalcocite as a prevalent copper mineral,
and had grades up to 10% Cu. The primary sulphide which grades 2% to 3% Cu, has zinc grades increasing
at depth and down plunge. The copper to zinc ratio changes from >3:1 at upper levels to <1:1 at depth. The
irregular base of oxidation can be seen in Figure 4.3.
Figure 4.3

4.3

Cerro de Maimón Open Pit Looking North-east

Exploration Potential

The Cerro de Maimón mine environment is relatively underexplored with field work continuing to target oxide
(Au-Ag) and VMS opportunities. These extensions are in the immediate vicinity of the Cerro de Maimón Mine
and on nearby concessions, which are discussed separately below.
To assist targeting ground geophysics surveys and soil geochemistry, sampling has been completed in
areas north of the Cerro de Maimón Mine and in the south-eastern Rio Sin prospect areas.
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Soil geochemistry results show strongly anomalous copper and gold anomalism extending south-east of the
Cerro de Maimón mine to the Rio Sin Prospect. Additional soil sampling was completed to better define the
extent of the anomalism. Additional infill geophysical surveys on the Rio Sin prospect are underway and
should be completed early in the September Quarter. The potential in these areas remains high given that it
is a highly unexplored province where only limited drilling has been completed to date, as past focus was
mainly on developing the Cerro de Maimón Mine resource. Diamond drilling is planned pending a review of
the geochemistry and geophysical surveys.
The Loma Pesada project is within the La Jaiba concession 14 km north-west of the Cerro de Maimón Mine.
It is located within the Maimón Formation and the rocks are similar to those at Cerro de Maimón. An Inferred
Resource estimate of 1.09 Mt grading 2.22% Cu, 0.77% Zn, 0.16 g/t Au and 4.36 g/t Ag at a COG of 1.0%
Cu was reported in 2006 in an NI 43-101 Technical Report. The estimate was based on thirteen diamond
holes for 2,680 m, drilled by Falconbridge in 1990. An updated estimate is being completed to align
estimates with the JORC Code. A recent update on the geological model has established the true thickness
of mineralization to be 5.5 m.
The deposit appears to have excellent potential to expand with further drilling as it remains open at depth,
and the westerly-most holes appear not to be drilled deep enough to close off the deposit. Grades remain
strong on the northern side of a fault. Mineralization is also open north along strike and at depth.
Loma Barbuito forms a prominent gossan located 4 km north of Cerro de Maimón. Host rocks include
andesite flows, feldspar porphyry tuffs, and a quartz porphyry dome now metamorphosed to quartz-sericite
schist. Mineralization comprises a lens of massive, fine-grained pyrite with interstitial chalcopyrite and minor
sphalerite. The zone dips at 35º to the west and plunges gently to the south. It has a maximum thickness of
20 m and is situated at the contact between a felsic porphyry and mafic/intermediate tuffs and andesitic
flows. An updated resource estimate is currently being prepared.
Los Hojanchos is a VMS prospect that is in the Hojanchos concession approximately 14 km south-east of
the Pueblo Viejo mine. Rocks in the footwall of the VMS-style mineralization have been drill tested with 10
holes meters. Mineralized intercepts are polymetallic with significant precious metals.
In addition to those VMS exploration plays which have the potential to feed the current plant exploration is
being carried out in other parts of the Dominican Republic which is discussed later.
4.4

Mineral Resources

The Mineral Resources for the Cerro de Maimón mine are stated in the 2012 Annual Report as at 30 June
2012 and are split as oxide and sulphide material. The Mineral Resource estimate is summarized in
Table 4.1. Since that time, the oxide resource in the open pit has been mined out and processing continues
from stockpile.
Table 4.1

Cerro de Maimón Mineral Resources at 30 June 20121
Type
Oxide

Classification

Zn
(%)

Au
(g/t)

Ag
(g/t)

Measured

69

–

–

0.70

9.3

21

–

–

0.40

21.9

7

–

–

0.30

35.2

Stockpiles

599

–

–

1.40

14.8

Total

696

–

–

1.20

14.7

Measured

5,277

1.70

1.30

0.72

26.0

Indicated

5,802

1.50

1.40

0.75

25.0

Inferred

1,199

0.90

1.10

0.66

15.0

67

3.00

1.20

1.02

43.0

12,345

1.50

1.30

0.73

24.9

Stockpiles
Total
Note:

Cu
(%)

Indicated
Inferred

Sulphide

Tonnes
(kt)

Oxide Resource is summarized at a 0.50 g/t Au equivalent (AuEquiv) COG, where AuEquiv
= (Au g/t)*0.86+(Ag g/t)*0.010251).
Sulphide Resource is reported at a 0.30% Cu COG.
1
Sourced from Perilya 2012 Annual Report.
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The relationship of the oxide cap to the sulphide is shown in Figure 4.4 in a view looking west.
Figure 4.4

Cerro de Maimón Isometric View of Pit – Relationship of Oxide / Sulphide

The Mineral Resource estimate for Cerro de Maimón was completed in July 2012 incorporating all data up to
30 June 2012. The estimate follows similar methods and parameters to those used in the previous resource
estimate in 2011. All drilling used for the resource estimate is diamond drilling completed between 1978 and
June 2012 by Perilya and previous project owners. A total of 384 drillholes for a total of 66,140 m were used
for the estimate. Data collection by Perilya follows accepted industry practice and assay quality was
monitored by a quality control protocol. All drillhole collars were surveyed by a total station instrument and
downhole surveys were completed. Core recovery was 89% in the mineralized zones. Recent resource
documentation does not discuss collection and quality control for earlier drillhole data but they were
examined in earlier technical reports prepared under NI 43-101 which concluded that the data was suitable
for Mineral Resource estimation.
Mineralized zones were interpreted on sections at a nominal COG with copper, gold and silver grades
combined into a copper equivalent value. Minimum mineralized lengths and maximum included sub-grade
lengths were applied. The interpretation on section was linked to form three-dimensional wireframes. The
resource model is a conventional block model with copper, gold, silver and zinc grades estimated using OK
interpolation and 2 m composites with estimation parameters determined from a study of variography. Grade
caps were applied to limit the influence of statistical outliers. Densities were assigned based on the mean of
determinations by material type.
The estimate was completed in three passes with search ellipses determined from the range of variograms.
The Mineral Resource estimate was classified as Measured, Indicated and Inferred Resource based on the
estimation pass. AMC considers that the estimate has been completed using accepted industry practice and
has been appropriately classified in accordance with the JORC Code.
4.5

Grade Control

A grade control system is in place. It is based on MineSight software and consists of a reasonably standard
process which uses blasthole data. A QA/QC process is in place for the assay data. Ore blocks are flagged
in the field and also ore is spotted out to its destination. Ore loading is carried out during daylight hours.
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The site is working toward using a desktop XRD for blastholes, and tests are being carried out using an
InnovSystems X5000 instrument. Determinations are currently being done on all blasthole pulps, and good
correlation being seen for XRD to Fire assay. The intention is to use the instrument for blastholes, backed up
by the assay lab and also intend to do sulphur determinations to assist in delineating potentially acid
generating (PAG) rock.
4.6

Reconciliation

There does not appear to be a formal reconciliation process involving reconciliation to the mill. However data
comparisons are carried out in regard to the grade control polygons and the model on a bench basis. In
addition, performance to plan is also tracked, but as the volumes do not necessarily spatially correlate, they
are not reproduced here. In Table 4.2 the bench comparisons are tabulated and the total tonnes from
Benches 100 to 130 averaged. In this case the copper and zinc correlate well.
Table 4.2

Cerro de Maimón Bench Reconciliation Examples
Bench / Period

Tonnes

Cu
(%)

Zn
(%)

Au
(g/t)

Ag
(g/t)

Copper
(t)

Bench 100
Grade Control
Model

103,447

3.74

1.72

1.35

48

3,869

90,114

4.36

1.49

0.70

29

3,929

Bench 105
Grade Control

164,373

3.24

1.59

1.17

45

5,326

Model

174,990

4.05

1.48

0.70

30

7,087

Bench 110
Grade Control

222,046

3.09

1.30

0.96

34

6,861

Model

201,581

3.84

1.34

0.70

30

7,741

Bench 115
Grade Control

236,398

3.18

1.06

1.09

36

7,517

Model

215,323

3.50

1.14

0.65

29

7,536

Bench 120
Grade Control

226,678

3.77

0.94

1.15

39

8,546

Model

214,930

3.37

1.04

0.65

31

7,243

Bench 125
Grade Control

213,335

4.08

0.70

1.01

38

8,704

Model

199,692

3.30

0.83

0.68

34

6,590

Bench 130
Grade Control

205,032

4.06

0.61

0.97

59

8,324

Model

166,363

3.33

0.59

0.76

37

5,540

Benches 100 to 130
Grade Control

1,371,309

3.58

1.07

1.08

42

49,147

Model

1,262,993

3.62

1.11

0.69

31

45,666

8.6

-0.9

-3.3

56.7

33.4

7.6

Overall Difference (%)

Note: The differences are grade control over the model.

Based on the bench comparisons and actual performance, a factor was added to the gold and silver values
in the block model for the budget to reflect the actual prior year's results. This was an addition of 40% to the
silver grade and 25% to the gold grade in the current budget based on the previous year.
4.7

Mining

The Cerro de Maimón operation currently comprises one open pit, which is mined using a conventional truck
and excavator mining method.
Open pit mining commenced in 2008, and is scheduled to complete in 2021. The ultimate pit is planned to be
1,140 m along strike, 600 m wide with a maximum depth of 280 m. The mine is scheduled in three phases.
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Phase 1 is currently producing ore, Phase 2 is in progress and in Phase 3 overburden removal has
commenced.
Mining operations are performed by a contractor, Sococo de Costa Rica, S.A. (Sococo), which has just
entered into a third three-year term on site. Cormindom provides technical services to support the operation.
Total material movements are relatively small, with an average mining rate of approximately 14,500 t per
day. A haulage fleet of articulated and rigid body trucks ranging in size from 40 t to 55 t capacity are
employed to meet production requirements.
The open pit is mined with 5 m benches. Unconsolidated saprolitic waste material near surface was mined
up to a depth of 40 m without the need for drilling and blasting. Drilling and blasting of consolidated material
is undertaken on a 4 m x 4 m pattern. Hole diameter has been 102 mm (4 inches) but trials are being carried
out on 115 mm (4.5 inches) to reduce misfires. Three top-hammer rigs are employed for drilling, and blasting
is undertaken by two different specialist contractors. Ore and other PAG material is mined on day shift only
giving maximum control, both visually and from a destination perspective.
Dewatering activities are supported by a drainage channel which has been constructed to the west of the pit
to prevent surface water from entering into the pit. Horizontal drain holes are drilled into the walls to
depressurize the walls and allow groundwater to drain into the pit. Many holes in the upper benches were
observed to be dry. Sumps and a pumping system are maintained at the base of the pit to extract water to
the surface for appropriate disposal. Both the channels and pumping capacity appear to be of sufficient
capacity.
Observed ground conditions were fair. Geotechnical conditions are assessed by external consultants and
recommendations are provided to technical personnel on site. AMC was advised that current geotechnical
recommendations include updating the ultimate pit design according to the most recent geotechnical report.
Additional recommendations include:







Scaling of batters and cleaning debris from berms as mining progresses from bench to bench.
Inclusion of geotechnical berms to allow for horizontal drain hole water controls and access for wall
monitoring.
Installation of prisms for monitoring wall movement.
Maintenance of surface drainage and pit dewatering facilities.
Enhanced wall control blasting techniques.

Specifically the footwall rocks were relatively poor quality and a number of small failures were seen. A
clean-up bench is planned and, for final walls, wall control must have a high priority. Experimentation to date
has had mixed results and berms must be maintained and crests protected in mining.
Waste is segregated such that PAG rock is hauled to the co-disposal facility (CDF) and that designated as
non-acid generating (NAG) material goes to a waste dump. It is estimated that the remaining PAG rock from
September 2013 to 2021 is 3.2 Mm3. The current waste dump (Dump 5), will be completed and a new dump
will be opened. The access road to the new waste rock dump is largely completed with a small additional
cost of US$20,000 remaining. Hauling to this dump will not increase haulage costs.
The down plunge extension of the deposit to the south-east of the Phase 3 pit wall, is being studied as a
potential underground operation. A scoping study on this project was completed by an external consultant in
2012 and a preliminary feasibility study is currently underway on site. The concept is to access the potential
underground operation by developing a decline from a portal adjacent to the final ramp in the pit. It would be
operated as a supplemental feed to the open pit feed. This could be an owner operation or carried out by
contractor.
4.8

Ore Reserves

Ore Reserves at Cerro de Maimón are derived from the open pit and stockpiles. Because of the preliminary
stage of evaluation of the underground mining potential, an underground Ore Reserve has not been
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estimated. Based on information available, AMC has concluded that it is appropriate to value the
underground mining potential using exploration valuation methods, as referred to later in this report.
Ore Reserves were estimated in late 2010 using a US$2.41/t of ore in-pit COG A net value was calculated
for each block in the resource block model based on metal prices, site operating costs, metallurgical
recoveries, off-site costs including concentrate transport, and smelting and refining terms. These estimates
were based on operating data for the sulphide and oxide ore types over the period 2008 through 2010.
Dilution along the interpreted ore and waste boundary is allowed for in the resource block model, where
sample data is composited to simulate actual mining conditions, and thereby including a 0.5 m skin of waste
along the interpreted boundary.
Ore Reserves for the Cerro de Maimón mine are stated in the 2012 Annual Report as at 31 December 2010
and are split as oxide and sulphide material. The Ore Reserve estimate is summarized in Table 4.3.
Cerro de Maimón Ore Reserves at 31 December 20101

Table 4.3

Type
Oxide

Sulphide

Note:
1

Classification

Tonnes
(kt)

Cu
(%)

Zn
(%)

Au
(g/t)

Ag
(g/t)

Proven

590

–

–

1.62

28.0

Probable

311

–

–

1.50

24.9

Total

901

–

–

1.58

26.9

Proven

2,740

2.60

–

1.32

29.8

Probable

2,630

1.80

–

1.05

25.3

Total

5,370

2.20

–

1.19

27.6

Sulphide Resource is reported at a 0.30% Cu COG.

Sourced from Perilya 2012 Annual Report.

The 2013 life-of-mine schedule supplied by Perilya shows 4.13 Mt remaining as at 31 August 2013. AMC
believes this to be in line with expected depletion from mining over the past two years. The 4.13 Mt shown in
Table 4.4 includes 50 kt of Inferred Resource material.
Table 4.4

Cerro de Maimón Sulphide Material in LOM at 31 August 2013
Tonnes
(kt)

Cu
(%)

Zn
(%)

Au
(g/t)

Ag
(g/t)

4,128

2.22

1.63

0.79

30.37

Stockpile balances, provided by Perilya, as at 31 August 2013 are summarized out in Table 4.5.
Table 4.5

Cerro de Maimón Stockpile Balance at 31 August 2013
Stockpile

Tonnes
(kt)

Cu
(%)

Zn
(%)

Au
(g/t)

Ag
(g/t)
19.9

Oxide

225

–

–

1.65

Low Grade Oxide

254

–

–

0.58

4.0

Sulphide

66

1.90

0.84

0.78

23.2

Grade control drilling of the upper benches of the low-grade stockpile was conducted and identified grades of
around 0.8 g/t Au. This zone could be mined selectively and could extend the operation of the oxide circuit.
4.9

Processing Operations

The original metallurgical testwork carried out for the project has been reported in the Micon Technical
Report of August 2007.
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In summary, the gossan ore tested as amenable to simple cyanide leaching followed by Merrill Crowe Zn
precipitation due to the relatively high silver content. Typical of a gossan ore, the ore was also found to be of
soft-medium hardness with a Bond Ball Mill work index of 9 kWh/t.
The sulphide ore proved more problematic. It was generally found to have a high pyrite content and was
zoned as follows:




An upper copper-rich zone enriched with secondary copper minerals.
A lower, mixed copper-zinc zone with lower secondary copper mineral enrichment.
A deep zone of mainly zinc mineralization.

Three composites were tested, representing respectively the average of the orebody, the upper copper-rich
zone and the lower copper-zinc zone.
Differential flotation to produce separate copper and zinc concentrates was unsuccessful in producing
marketable concentrates at acceptable recoveries. The testwork focused on producing a marketable bulk
concentrate from the upper copper-rich zone and, without the recovery losses associated with zinc
depression, greater than 85% copper recovery was achieved to a concentrate of 25% copper and moderate
zinc content as a function of the copper to zinc (Cu:Zn) ratio in the ore.
This became the basis for design of the current plant although it was always recognized that further testwork
on copper-zinc separation would be required to prepare for the lower Cu:Zn ratios of the deeper zones of the
orebody.
4.9.1

Process Plant Description and Flowsheet

The process plant has been described in a due diligence report completed by Perilya in September 2010 at
the time of the GlobeStar acquisition. The following description of the process and flowsheet, which is in line
with that observed during the visit, is drawn from that report and includes limited commentary by AMC:
The ore processing facilities at Cerro de Maimón (Figure 4.5) are designed to treat 1,300 tpd of sulphide ore
assaying 2.5% Cu, 1 g/t Au and 35 g/t Ag and 700 tpd of oxide ore assaying 1.5 g/t Au and 25 g/t Ag.
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Figure 4.5

Cerro de Maimón Ore Processing – Oxide Crushed Ore Stockpile in Foreground

The two ore types are campaigned through a common crushing plant fed from ROM stockpiles by a front end
loader onto a 0.5 m static square bar grizzly which discharges to a 50 t capacity ore bin. Oversize rock is
removed for hydraulic breaking. The sulphide ore is blended on a pad in front of the crusher prior to being
fed. The crushing circuit has low utilization and routinely operates on day shift only.
The feed bin discharges via a vibratory grizzly to a 30" x 40' Nordberg jaw crusher and a 5½" Symons
secondary short head cone crusher in closed circuit with a double-deck screen delivering -18 mm material to
two 4,250 tonne capacity open stockpiles which sit over reclaim tunnels fitted with belt feeders discharging to
0.610 mm width rubber belt conveyors for delivery to primary grinding ball mills in the oxide and sulphide
circuits. Each conveyor belt is fitted with a Thermo-Ramsay weightometer, and an Eriez tramp metal magnet.
It appears that the due to the feeders not being effective in handling damp material an excavator is
continuously required to maintain flow to the belt feeders and mill feed conveyors.
Oxide Circuit
Oxide ore has a Bond ball mill work index value of 8.97 kWh/t that ranks the material hardness as soft to
medium. The grinding circuit comprises a single rubber lined 8'x15' ball mill with a 400 HP motor operating in
closed circuit with Krebs 38 cm hydrocyclones set to provide a 105 um product. The ball mill from the
dimensions appears to have originally been a rod mill (8'x15') and may be at the limit of capacity.
Slurry from the grinding circuit feeds a thickener and multi-stage (4) agitated cyanide leach tanks which
discharge to 2-stage counter current decantation (CCD) thickeners where the leached gold and silver metals
are treated using the Merrill Crowe method of zinc dust precipitation and precipitate filtration. Tailings are
discharged into a thickener that is shared with the sulphide treatment circuit route.
The original circuit provided for mercury amalgamation and production of doré however this process has
since been discontinued. The gold-silver-copper precipitate is now sold to Sippy Metals, a scrap metal
merchant in Chicago, whose terms provide payment for the contained copper metals. The precipitate is
transported to Chicago in 40 litre drums by a security firm. There is typically one shipment per month with a
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value of US$0.75 to US$1M. The precipitate grade is typically 1% Au and 30% Ag and is sampled both on
dispatch and receipt with good reconciliation.
Sulphide Circuit
The sulphide ore processing flowsheet is shown in Figure 4.6. The comminution circuit comprises a 12'x14'
Dominion primary ball mill fitted with an 1100 HP motor and operating in closed circuit with a 20' Krebs gMax
hydrocyclone that provides a 75 um (p80) feed to the flotation circuit. The ball mill operates with a circulating
load of 300% using 80 mm grinding media supplied by Moly-Cop from Mexico. The ball mill load is
maintained based on power draw monitored from the control room. The ore is relatively soft with a Bond
work index of 12 kWh/t, though at time of visit a number of 14 kWh/t was given. Ball mill scats were
evidenced in the milling area.
Figure 4.6

Cerro de Maimón Sulphide Ore Treatment Circuit Flowsheet

Milk of lime and sulphide collector Flottec 1234 (Isopropyl ethyl thionocarbamate) is added to the circulating
load. Further reagent and frother is added through a flotation feed conditioner and pH is adjusted to 11.5.
The frother is Flottec FX160-10 (a Dow 250 equivalent).
The flotation circuit has a rougher-scavenger (6 cells + 1 cell) configuration with ball mill regrinding of the
concentrate to a p80 of 35 um. The rougher-scavenger tail is sent to final tail.
The regrind mill is an 11'x13' Dominion ball mill fitted with an 800 HP motor operating in closed circuit with 1"
Krebs gMax hydrocyclones. The 1" diameter grinding balls are also supplied by Moly-Cop. The regrind
product is delivered to a conditioner ahead of a cleaning circuit (4 cells + 2 cells) with scavenger cells
operating in open circuit and recycle of the cleaner-scavenger concentrate back to the regrind circuit. Orica
Sodium Isobutyl Xanthate collector is added to the conditioner. The cleaner tailings were redirected to final
tailings in an open circuit configuration in March 2010.
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The agitated flotation cells are all Outokumpu 10 m3 tank cells fitted with 25 HP motors. Low pressure air for
flotation is provided from a Henlex fan blower.
The cleaner concentrate is delivered to a 3 m x 8 m Canadian Process Technologies Inc column flotation
cell. The concentrate is delivered to a thickener and the tailing is recycled to the head of the cleaners.
Compressed air is supplied from an Atlas Copco unit.
Copper concentrate is thickening in a 4.6 m diameter Delkor high rate thickener prior to filtration in an
Ishigaki plate and frame 1500 x 1500 mm filter press. The filter cake has a moisture content of around 9% to
10% and is discharged to a concrete bay for front end loading into 30 t covered trucks for transport to a
depot in Santo Domingo where some blending occurs. Concentrate is then loaded into 40 t containers prior
to being shipped to Chinese smelters, from one of two port facilities being used.
Tailings are delivered to a Delkor 18 m thickener where along with the oxide tailings, flocculants are added
prior to the thickened slurry being pumped to the co-disposal dam.
4.9.2

Zinc Separation / Recovery Issues

A key element of the current sulphide plant performance is maintaining the ore blend such that the Cu:Zn
ratio is maintained at a minimum of 2.6:1, with 3:1 being desirable. This constraint is necessary not only to
maintain the zinc in copper concentrate at less than the 10% Zn target but also to maintain cadmium levels
at less than 500 pm, with cadmium being associated with the zinc mineralization.
It is noted that in the deeper primary ore that chalcocite rimming (where chalcocite rims the sphalerite grains
which causes sphalerite to float in the copper circuit), a feature of the supergene enrichment zone, did not
occur, providing opportunities for copper zinc separation despite the less favourable Cu:Zn ratios at depth.
AMC notes that this is not uncommon in complex sulphide deposits where the "transition" zone of secondary
enrichment typically displays more difficult metallurgy than the primary sulphide.
Several phases of testwork have taken place since late 2012 to determine the preferred process route with
these changing Cu:Zn ratios at depth. Based on advice from Perilya, AMC understands that the strategy is to
implement the zinc separation with zinc to tails option initially and then, as Cu:Zn ratios fall further, to include
a zinc recovery circuit. This strategy is the basis for AMC's production case.
The production case includes zinc separation in 2015-16 when Cu:Zn ratios fall markedly from the current
levels of 3:1 to 1.5:1, and zinc recovery from 2017 onwards when the ratio falls further to 1:1 or less, and
zinc grades also start to increase.
However the testwork results reported to date have significant implications for AMC's production case:









For Cu:Zn ratios of 1:1, the testwork predicts copper recoveries of 80%. For Cu:Zn ratios less than 1:1,
the testwork predicts copper recoveries of 75%. Accordingly, in AMC's production case, an 80%
copper recovery is applied from 2017 to 2020, and a 75% copper recovery is applied from 2021
onwards.
In the interests of maximising copper recovery, zinc recovery to copper concentrate is set at 25% i.e.
mid-range in the primary composites performance, trying to balance copper recovery versus leaving
zinc available for recovery to a zinc concentrate. (This can be optimized in practice once actual
operating data is available).
As a consequence zinc in copper concentrate, and presumably cadmium too, will approach their target
maxima.
The corollary of this is zinc recovery to a zinc concentrate is effectively capped at 70% and this may
indeed prove optimistic. However, AMC has not tried to quantify this given the definitive flotation
testwork is well underway.
The finer grind size in both primary grinding and regrinding will have a significant impact on mill power
required, and therefore capital and operating costs. For AMC’s production case, using simple Bond
grinding energy equations and, relative to the zinc separation study order of magnitude numbers, AMC
estimates:
Additional grinding power 600 kW.
Capital cost impact US$2M to US$3M.
Operating cost impact under the planned grid power scenario would be US$1.0/t.
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4.10 Tailings Storage Facility
Tailings from the sulphide plant and oxide plant are combined and thickened in an 18 m diameter Delkor
thickener with the use of flocculants and pumped to the CDF.
Sulphide and oxide circuit tailings are deposited as wet slurry (55% solids) along with PAG rock into an
engineered CDF consisting of three cells located north of the process plant. This CDF is designed to contain
all potentially acid generating material with the finer tailing particles occupying the void space within the
waste rock and reducing particle exposure to oxygen and water. Three fingers of rock were originally built to
encourage mingling, but laterally the PAG rock is located in one stockpile giving the effect of an island within
the tailings. Due to material which is above the resource COG being impounded and mixed with waste PAG
rock there is an opportunity to segregate the PAG rock. The original design was based on the use of
thickened tailings at 60% slurry density to reduce the volume of run-off water and increase solid storage
capacity.
4.11 Infrastructure
The Cerro de Maimón site is well laid out and has all facilities within a compact area. These facilities include,
office buildings including a medical centre and training room, a warehouse and storage yard, with a new
warehouse under construction, fuel storage, power generation, and the two process plants. In addition there
is an analytical laboratory and a core processing and storage area. These facilities are relatively new and in
good condition. Expatriate and some contractor employees are housed in two camps on site. The whole site
is secured.
The Dominican Republic has several international airports that are serviced by many different airlines. Direct
flights link the Dominican Republic with Europe and North, Central and South America. International airports
at Santiago in the north and Santo Domingo in the south provide the most convenient access.
Cerro de Maimón may be accessed from either Santiago or Santo Domingo by Highway 1 (Autopisto Duarte)
to the town of Piedra Blanca. Highway 1 is a modern 4-lane highway (2-lanes in each direction) with
shoulders, capable of supporting heavy equipment and traffic. Access continues by a secondary two lane
paved road for about 8 km to Maimón, then east from Maimón towards Cotui via a secondary paved road for
4.5 km to a newly paved road for a distance of about 1.8 km to the site.
Two export port facilities, including Haina, are located at Santo Domingo and are readily accessible by road.
4.11.1

Water Supply

The mine site has a positive water balance as a consequence of the high local rainfall. Process water is
taken from the retention ponds downstream of the CDF. Details of the discharge water treatment process are
provided in the environmental section of this report.
4.11.2

Power Supply

Electrical power is supplied from four on-site heavy fuel oil (HFO) generators. The generating facility is
operated and maintained under contract by Energia Quisueya.
Electricity consumption averages 1.7 MWhr per month. The site electrical demand is significantly less than
the 6.8 MW installed capacity with only two generators required for routine operation. Operating costs are
reported to be US$0.25/kWh. There is currently switchgear being installed and a power line to be built so as
to have grid power as of January 2014. This will increase capacity from 6.9 MW to 14 MW and is envisaged
to give an operating cost reduction from US$0.25/kWh to US$0.14/kWh. The generating units will be
maintained on standby should outages and disruptions occur.
4.12 Environment
4.12.1

Overview

The Cerro de Maimón Project was constructed in an area with no industrial activity, with agriculture and
farming as the primary land use. There is, however, a mining culture in the area with Falcondo operations
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and what is now Pubelo Vejo in the district. The Cerro de Maimón Mine receives approximately 2.5 m of
rainfall a year, mainly in during May to November. The temperature ranges from 21ºC to 35ºC in summer
and 17ºC to 32ºC during winter. The site is in an active seismic area and exposed to hurricanes from the
Caribbean Sea. A general site layout of the Cerro de Maimón mine site is shown in Figure 4.7. The mine has
an environmental group which actively monitors and progressively rehabilitates the area, with some of the
issues described below.
Figure 4.7

4.12.2

Cerro de Maimón Mine General Site Layout

Statutory Approvals

As part of the acquisition of Mining Block C-1 from then Falconbridge, the Agreement stipulated the an
Environmental Impact Study was to be prepared for and approved by the Ministry of Environment and
Natural Resources. CMD prepared and submitted an Environmental Impact Study for the Cerro de Maimón
Project.
Dominican Mining Law, Law No. 146 of 1971, governs mining operations. The Ministry of Environment and
Natural Resources has regulatory authority over the environment and natural resources through the General
Environmental and Natural Resources Law No. 64-00.
Corporación Minera Dominicana, S.A. was issued its environmental licence on 25 June 2004 to operate a
mine with an estimated 8 to 10 year life. The change of use of soils was granted in December 2005. The
licence to construct the Cerro de Maimón Project was issued in April 2007. The closure plan was filed in
2011.
An updated environmental license indicates that the mine will operate 8 to 11 years from 2009, mining oxide
for five years and sulphides until mine closure. Permits require Cerro de Maimón to control and mitigate
impacts, residues, noise, and dust and water quality from its operation according to:





Norma para Gestión Ambiental de Residuos Sólidos no Peligrosos (NA-RS-001-03).
Normas Ambientales para la Protección Contra Ruidos (9NA-RU-002-03).
Norma Ambiental sobre Calidad de Agua y Control de Descargas (NA-AG-001-03).
Norma Ambiental de Calidad del Aire y Control de Emisiones 9NA-AI-001-03).
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With respect to rehabilitation and reclamation, the Environmental Licence requires progressive reclamation
once 30% of the reserves are extracted. This includes the mining area, process plant and roadways and
tailings area, which comprise 61,260 m2, 44,780 m2 and 491,260 m2, respectively, for a total area of
597,683 m2 for regrading and revegetation.
Native and endemic species are prescribed as part of the revegetation plan. Closure of the mine open pit is
to fill the open pit with fresh water to create a lake.
The Environmental License requires Cerro de Maimón to ensure compliance with the International Cyanide
Code. In addition to effluent limits, Cerro de Maimón is required to ensure the protection of the Corozal and
Copey streams and the Rio Sin. Another condition requires a guarantee of compliance worth 10% of the total
environmental programme.
Law 100-13 created the Ministry of Energy and Mines on July 30, 2013. Cerro de Maimón have been
tracking the development of Law 100-13 and Law 112-00 which establishes a tax on consumption of fossil
fuels, and impose(s) additional capital, operating or closure costs. Although the Law is created, there is no
Ministry and the implementation schedule for the Law, and cost impact are not known.
4.12.3

Air Emission

Monthly air quality sampling for gases, noise, and dust indicate the operation is in compliance with regulatory
requirements
4.12.4

Acid Mine Drainage (AMD)

The geochemical nature of the sulphide ore and associated tailings and waste rock from the footwall are
considered to be PAG whereas the hangingwall was deemed to be NAG. Field-testing of co-disposal
techniques for acid generating tailings and waste rock, completed by an external consultant confirmed that
the geochemical characterization studies indicate the sulphide ore, footwall waste rock and all the tailings are
acid generating. Cerro de Maimón has requested that the consultant provide a proposal to provide
geochemical guidance for a standalone dry stack PAG rock pile.
4.12.5

Water Management

Great attention is paid to water management on the property. There is a well controlled system of ditches
and monitoring in place. A series of ditches divert any potentially contaminated water to the CDF and hence
through the series of treatment ponds. A reverse osmosis (RO) water treatment plant was commissioned in
June 2012 to treat the potentially contaminated water to produce Class A water (Table 4.6).
Table 4.6

Class A Water Standards
Parameter

Limit
(mg/L)

CN-

0.05

Fe

0.30

Zn
SO4

3.00
100.00

The RO plant can discharge 365 m3/h. From April 2012 to April 2013, the plant treated over 2 Mm3. Effluent
from the RO plant has been in compliance with effluent limits since commissioning in 2012. The waste
stream from the RO plant contains soluble salts. Disposal of these soluble salts needs to be assessed on a
long term basis.
Watershed run-off from waste dumps (1, 3 and 5) is collected and diverted to ponds which trap sediments
and discharge to local creeks. Water test results indicate that this run-off is suitable for discharge.
Run-off water from the ROM sulphide stockpile (crushing and mill feed areas) is collected through the
drainage system associated with the plant, held in a water pond and then passed through the RO plant. Runoff water from the sulphide stockpiles within the pit area is directed into the main sump in the open pit. Water
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from this sump is pumped in a closed system to the water treatment plant. Run-off from the temporary
stockpile within the co-disposal area is treated as tailings water and is directed to the water treatment plant.
Contaminated pit water is always pumped into the water treatment plant. Recently the mine has worked to
segregate clean run-off water from the sulphide-contaminated water within the open pit. A separate pumping
system has been established to pump clean water directly into the upper pit diversion channel. Prior to
discharge into the creek the water quality is monitored in the sump daily.
4.12.6

Closure and Rehabilitation

Progressive reclamation at the site is well under way along inactive waste dumps and oxide piles. The
concept for closure of the open pit is to flood and create a lake. The tailings facility will be covered with a dry
composite cover.
An external consultant has developed a proposal to prepare a conceptual closure plan with a ±40% level of
accuracy. Key areas of the proposal include:









Pit lake water chemistry.
Removal/demolition of process plant and other infrastructure.
Contaminated soils.
Co-Disposal Facility covers.
Sediments in water collection ponds.
Reforestation of waste rock dumps.
Stakeholder engagement.
Community development plan.

The closure plan as referred to above had not been completed at the time of preparing this ITSR.
Cormindom does not have any guarantees in place but have a provision for retirement obligations in the
amount of US$11.9M as of 30 June 2013. CMD prepared a closure cost estimate, which showed a closure
cost of US$8.9M.
4.12.7

Other Environmental Issues

An external consultant designed the CDF in 2007. Staged construction was proposed for the CDF,
Contaminated Water Collection Pond, Sedimentation Pond, Polishing Pond, diversion ditches and
associated appurtenances.
The underlying subsurface conditions of the CDF consist of 2 m to 7 m layer of colluvium, underlain by 2 m
to 3 m layer of stiff laterite and a 14 m thick layer of stiff to hard saprolite. The floor of the CDF consists of a
constructed compacted clay liner and a 1.5 mm HDPE geomembrane on the upstream dam slopes. The dam
crest is currently at elevation 169 mRL.. The external consultant reports the use, failure and repair of a liner
in Cell 3.
The basis of design for the CDF was 6 Mt with a projected mine life of nine years. The ultimate configuration
of the CDF was designed to contain 3.08 Mm3 of tailings and 3.44 Mm3 of PAG waste rock.
The design criteria for thickened tailings was to attain 70% solids. The average % solids produced from the
thickener in 2009 and 2010 was in the range of 50% to 54%. Data was not available to determine the in situ
density of the tailings. The final specific gravity of tailings is currently anticipated to be in the order of 3.4 t/m3
with a mineral content of mineral content of 45% pyrite. Future tailings will have substantially higher pyrite,
between 65% and 73% of the mass based on laboratory testwork.
A proposal was prepared by an external consultant to increase the elevation of the dam crest from 169 mRL
to 175 mRL with a downstream construction method that would require 0.92 Mm3 of dam volume. The
existing CDF will reach its capacity at the end of 2014.
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4.13 Historical Performance
Table 4.7 lists Cerro de Maimón's physical performance for 2012 and year to date 2013.
Table 4.7

Cerro de Maimón's Historical Performance
Unit

Full Year 2012
Actual

2013 to End July

Budget

Actual

Budget

Mined
Oxide

t
g/t Au
g/t Ag

Sulphide

t
% Cu

291,100

27,200

–

1.02

1.56

1.42

–

7

28

11

–

567,923

481,457

385,784

299,443

3.3

2.98

2.87

2.59

% Zn

1.03

0.91

0.98

0.85

g/t Au

0.95

0.73

0.96

0.49

g/t Ag
Waste

323,770

36

29

33

27

5,005,193

5,021,194

3,303,672

3,094,703

5.61

7.02

8.00

10.33

221,242

230,064

147,481

141,984

g/t Au

1.25

1.40

1.50

1.31

g/t Ag

14

22

25

14

492,871

475,200

297,950

289,884
2.59

t

Strip ratio
Milled
Oxide

Sulphide

t

t
% Cu

2.89

2.98

2.72

% Zn

0.81

0.91

0.94

0.85

g/t Au

0.95

0.73

0.99

0.64

g/t Ag
Metal in Concentrate

31

29

28

27

t

11,504

11,013

6,341

6,307

oz Au

13,898

14,378

9,735

7,469

oz Ag
Capital Costs

US$

345,105

365,036

211,577

186,648

8,381,109

8,624,198

3,712,392

39,202,940*

Operating Costs
Mining

US$

15,360,333

18,055,503

9,854,289

10,637,915

Processing

US$

17,664,511

18,804,328

11,965,315

11,673,891

Administration

US$

5,710,289

5,521,605

5,446,900

5,150,296

*

US$39.2M capital cost in the 2013 budget includes costs for the zinc recovery circuit project which will
be expended after 2013.

4.14 AMC Production Case
4.14.1

Cerro de Maimón – AMC Case 1

AMC has modelled only one production case (Case 1) for Cerro de Maimón which is based on the current
open pit operation, with the underground mining potential valued using an exploration property valuation
method. The production case, which is provided to EY for consideration of value, is a forecast of mining and
processing tonnages, metal grades and costs.
Perilya provided AMC with a range of technical information: Mineral Resource models, Ore Reserves, mine
designs and schedules, budgets and LOM plans. AMC has prepared its production case based on this
information.
Case 1 ore production is based on the eight year LOM, existing oxide and sulphide stockpile material. The
LOM plan is based primarily on Ore Reserves however includes approximately 1% Inferred Resource
material.
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Key aspects of AMC's Case 1 are:















Mining of the remaining Cerro de Maimón December 2010 Ore Reserve. Open pit Ore Reserves
included in Case 1 amount to 4.1 Mt of ore at 2.22% Cu, 1.63% Zn, 0.79 g/t Au and 30.37 g/t Ag.
Processing of 255 kt at 1.65 g/t Au and 19.91 g/t Ag from the oxide stockpile.
Processing 50% of 254 kt from the low grade oxide stockpile at 0.80 g/t Au and 4.04 g/t Ag (grades
are based on recent grade control drilling of the upper levels of the stockpile).
Processing of 66 kt at 1.90% Cu, 0.84% Zn, 0.78 g/t Au and 23 g/t Ag from the sulphide stockpile.
Metallurgical aspects include:
-

Inclusion of a Zn depression modification installed by 2015 to reduce Zn recovery to the Cu
circuit from 91% to 25%.

-

Zn recovery circuit installed by 2017 to enable Zn recovery of 75% to a zinc concentrate.

-

Metallurgical recoveries of 85% Au and 55% Ag in the oxide circuit.

-

Metallurgical recoveries of 84% Cu, 91% Zn, 40% Au and 60% Ag in the Cu circuit for
remaining 2013 and 2014.

-

Metallurgical recoveries of 84% Cu, 25% Zn, 40% Au and 60% Ag in the Cu circuit for 2015 to
2016.

-

Metallurgical recoveries of 80% Cu, 25% Zn, 40% Au and 60% Ag in the Cu circuit for 2017 to
2020.

-

Metallurgical recoveries of 75% Cu, 25% Zn, 40% Au and 60% Ag in the Cu circuit for 2021 to
the end of the operation.

-

Metallurgical recovery of 70% Zn in the Zn circuit for 2017 to the end of the operation.

Processing throughput for oxide of 696 tpd and 95.5% availability.
Processing throughput for sulphide of 1,428 tpd and 95.5% availability.
Operating costs of:
-

Open pit mining US$2.74/t mined.

-

Sulphide processing US$24.77/t sulphide ore.

-

Oxide processing US$30.34/t oxide ore.

-

General and administration US$7.07/t ore processed.

Capital expenditure includes
-

Zn depression modification US$20M in 2014.

-

Zn recovery circuit US$12.8M in 2016.

-

Closure and sustaining capital requirements.

Table 4.8 summarizes key parameters of AMC's Case 1 for Perilya. Mining operating cost allocations are
based on information provided to AMC. Operating cost allocations are not intended to reflect a C1 cash cost.
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Table 4.8

Cerro de Maimón – AMC Case 1**
Item

Unit

2013*

2014

2015

2016

2017

2018 to 2021 to
2020
2022

Total

Physicals
Ore Tonnes Mined

kt

171

512

511

512

512

1,535

375

4,128

Waste Tonnes Mined

kt

1,567

4,688

4,685

4,515

4,302

7,744

855

28,357

Ore Tonnes Processed

kt

247

740

556

499

498

1,495

541

4,576

Payable Copper

kt

4

11

12

10

9

21

7

73

Payable Zinc

kt

-

-

-

-

5

16

6

26

Payable Gold

koz

5

12

6

4

5

16

6

53

Payable Silver

koz

88

241

314

276

289

799

290

2,298

Capital Costs
Initial / Expansion

US$M

-

-

-

-

-

-

-

-

Sustaining

US$M

1

23

4

16

4

11

7

67

US$M

1

23

4

16

4

11

7

67

Total
Operating Costs
Mining

US$M

5

15

15

15

15

32

5

102

Processing

US$M

7

20

14

12

12

37

13

116

Administration

US$M

2

5

4

4

4

11

4

32

Smelting, Refining, Transport

US$M

3

9

9

8

9

25

9

71

Rehabilitation and Closure

US$M

-

-

-

-

-

-

-

-

Royalties

US$M

-

1

1

1

1

2

1

6

US$M

17

50

43

40

41

106

31

327

Total

*

Commencing 1 September 2013

** Rehabilitation and closure costs for Cerro de Maimón considered by EY.

4.14.2

Cerro de Maimón – AMC DCF Sensitivities

Table 4.9 shows that Case 1 post-tax DCF is only moderately sensitive to costs, gold price and discount rate.
Table 4.9

Cerro de Maimón – AMC Case 1 – Post-tax DCF Sensitivity
Sensitivity
Factor

Post-tax DCF Sensitivity
(Percentage of Base Post-tax DCF)
Cost
(%)

Commodity
Price
(%)

Discount Rate

0.6

156

-13

122

0.7

142

15

116

0.8

128

44

110

0.9

114

72

105

1.0

100

100

100

1.1

86

128

96

1.2

72

156

91

1.3

58

185

88

1.4

44

213

84

(%)

4.15 Key Risks and Opportunities
Risks
AMC has identified the following risks in relation to the production case:


AMC's production case includes the material in the open pit according to the provided LOM plan.
There is a need to update the pit design in accordance with the most recent geotechnical parameters
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and this may increase the stripping ratio for the open pit. As the recommendations have not been fully
assessed with an updated mine design and plan, they have not been reflected in the production case.
AMC's production case includes assumed further exploration success. Based on AMC's assessment
of the Mineral Resource inventory and exploration prospectivity in the area, AMC considers that there
is a reasonable basis for including these in its production case. However, it is not certain if further
exploration will result in the determination of additional Mineral Resources and Ore Reserves.

Opportunities
AMC has identified the following opportunities in relation to the production case:




In AMC's production case, there is only an open pit production schedule included. The mining of an
underground extension to the zone exploited in the open pit, while not included in AMC Case does
represent a further opportunity.
There is potential for segregated placement of material below COG within the CDF. Currently all
material which has any metal grades, or presence of sulphides, e.g. 0.01 % Cu goes to the CDF,
which essentially sterilizes that material for the future. If segregated, the portion between 0.3% and
0.5% Cu could be available for future reprocessing. The PAG or rock component within the CDF is
stockpiled, however could be segregated giving an opportunity at a later time to be processed. In
addition the Mineral Resource is stated at a 0.3% Cu COG. This means that this range of 0.3% Cu
and 0.5% Cu is being mixed with waste, being sterilized, and as a result is no longer a mineral
resource.

4.16 Exploration Properties
4.16.1

Cerro de Maimón

The Cerro de Maimón production case only considers open pit mining operations. There is a significant
Mineral Resource excluded by the operational case that is potentially mineable by underground methods or
expanded open pits under different economic assumptions.
Resource definition drilling of the massive sulphide mineralization outside the existing open pit was
undertaken from 2009. Based on information provided by Perilya, the Mineral Resource that might be
available for underground mining or expanded open pit scenarios is 5.2 Mt grading 1.2% Cu, 1.4% Zn, 0.8
g/t Au and 25 g/t Ag.
The extension of the mineralization outside the extents of the open pit is shown in Figure 4.8.
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Figure 4.8

Cerro de Maimón Extension of Massive Sulphide Mineralization Outside Open Pit

A scoping study for potential underground mining was undertaken by an external consultant in 2012. Several
mining methods were considered during the scoping study and a retreat long hole open stoping method was
selected with a targeted production rate of 800 tpd. A preliminary feasibility study is currently underway on
site. Further, there is exploration potential on the exploitation and exploration concessions adjacent to the
mining operation.
To reflect the value of the Mineral Resources and other adjacent exploration areas, AMC has considered
yardstick values based on transactions for tenements containing copper Mineral Resources. These Mineral
Resources contain 135,000 t of copper. For the purpose of determining values, AMC has applied yardstick
values of between A$25 and A$100 per metal tonne to these estimates and has also applied a current
market discount factor.
4.16.2

Cumpié Hill

The Cumpié Hill lateritic nickel project is located near the town of Maimón in the Monseñor Nouel Province in
the Dominican Republic. The project area is contained within Mining Block C1 which covers 22.45 km2 held
by Cormindom, a subsidiary of Perilya. The project was acquired by Perilya as part of the takeover of
GlobeStar in 2011.
An environmental impact assessment was submitted to the Ministry for Environment and Natural Resources
in July 2012. The regulator has provided initial feedback relating to the EIA report content and a revised
report was issued to the Ministry in response to its requirements and Perilya is currently awaiting
environmental permission.
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Nickel laterite deposits develop by the chemical weathering of peridotites in tropical and sub-tropical climatic
zones. The laterites in the Dominican Republic nickel belt are formed on ophiolitic peridotites obducted in the
Tertiary along the fault forming the boundary between the North American and Caribbean Plates. Two main
areas of laterite development have been identified in Cumpié Hill: the Cumpié Sector and the Loma Mala
Sector.
The nickel laterite deposits are of the hydrous silicate type, which are dominated by the concentration of
nickel in hydrated silicate minerals in the transition and saprolite zones. They also show limited concentration
of nickel in hydrated iron oxides in the limonite and transition zones.
Reconnaissance drilling commenced in early 2006. Systematic diamond drilling began in April 2006. The
Mineral Resource estimate is based on 105 diamond drillholes completed between May 2006 and
September 2007.
The Cumpié Sector consists of three dismembered areas of laterite which together cover an area of 33 ha.
The thickness of the laterite profile ranges from 2 m to 40 m with an average thickness of 20 m. Limonite,
transition, and saprolite horizons are developed, however, the limonite is less well developed or preserved.
The laterite and ultramafic bedrock contact is generally transitional and barren rock remnants are common in
the laterite profile.
The Loma Mala Sector covers an area of 84 ha. The thickness of the laterite profile ranges from 2 m to 20 m
with an average thickness of 13 m. Limonite, transition, and saprolite horizons are developed with the
limonite less well developed or preserved than the transitional and saprolite zones. The laterite and
ultramafic bedrock contact is generally transitional.
All drilling used for resource estimation is diamond drilling completed between 2006 and 2007. The drilling
and sampling procedures were carried out consistent with standard industry practice for evaluation of a
nickel laterite. Assays were supported by a quality control protocol.
Mineral Resources reported at a 1.0% Ni COG as at February 2008 are listed in Table 4.10.
Table 4.10

Cumpié Hill Mineral Resources1
Classification

Tonnes
(Mt)

Ni
(%)

Indicated

3.0

1.5

Inferred

3.2

1.5

Total

6.2

1.5

1

Sourced from Perilya 2012 Annual Report.

The Mineral Resource estimate is based on interpreting six lithological domains:






Limonite.
Soft serpentine.
Hard serpentine.
Serpentinised peridotite.
Peridotite bedrock.

The resource model is a conventional block model with Ni, Fe2O3, SiO2, Al2O3, MgO, Co, Cr2O3 grades, and
loss on ignition estimated using OK and 1 m composites with estimation parameters determined from a study
of variography. The estimate was completed by flattening the model to allow for undulations in the domains
and returning the model to real coordinates. Density was assigned based on the average of determinations
within each domain. Grade capping was carried out to minimize the influence of very high grade assays.
Grade caps for each lithological domain were assessed separately.
The Mineral Resource estimate for Cumpié Hill was classified as Indicated or Inferred Resource based on
drillhole spacing, continuity of nickel grade indicated by variography, data quality, and confidence in
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geological interpretation. The limited data available for the Loma Mala Sector led to classification as Inferred
Resource.
AMC considers that the estimates have been completed using accepted industry practice and have been
reported under Canadian National Instrument NI 43-101.
AMC has identified a number of transactions for tenements that include lateritic nickel Mineral Resources
and do not include a treatment plant. These transactions indicate a range of yardstick values of A$94 to
A$127 per tonne of contained nickel. All of these transactions, however, relate to deposits that are
significantly larger than Cumpié Hill and many are in a more advanced stage of project development. Cumpié
Hill is a comparatively small deposit with no nearby currently-operating nickel laterite treatment plant. On this
basis, For the purposes of valuing Cumpié Hill, AMC considers it appropriate to adjust the range of yardstick
values by a factor of 0.75. For the purpose of determining values, AMC has applied yardstick values of
between A$63 and A$95 per metal tonne to these estimates, and has also applied a current market discount
factor.
4.16.3

Bayaguana

The Bayaguana group of mining concessions are part of the mining tenements held by Cormindom, a
subsidiary of Perilya acquired by Perilya as part of the takeover of GlobeStar in 2011. The Bayaguana group
of concessions is located in the Bayaguana Township, Province of Monte Plata, about 65 km north-east of
Santo Domingo. A number of areas within these concessions have potential for porphyry type copper and
gold deposits. The Doña Amanda location is an area where wide-spaced drilling has been completed and a
Mineral Resource estimate was reported in 2006.
Perilya has received permitting approvals for a preliminary drilling plan to test induced potential anomalies
produced by an earlier survey.
The main rock types in the Bayaguana district are olivine-bearing basalt flows and exogenous dacite domes
that are generally porphyritic. Dacite domes are surrounded by argillically-altered pyroclastic aprons
consisting of coarsely fragmental heterolithic tuff breccia and interbedded finer grained tuff. Propylitic
alteration is zoned around the argillized and silicified dacite domes and is largely confined to basalts. Quartz
and pyrite content increase around veins. Sericitic phyllic alteration increases near veins.
Porphyry copper type mineralization at Doña Amanda consists of a secondary enrichment blanket covering
lower-grade copper protore. Copper in the enrichment blanket occurs primarily as djurelite. Host rocks
include porphyritic dacite and surrounding dacitic tuff breccias. Alteration in the protore consists of strong
phyllic alteration with an elevated sulphide content, locally cut by chalcopyrite-bearing, quartz stockworks.
Drilling at Doña Amanda is diamond drilling completed in various programmes between 1991 and 2004.
Documentation of drilling and sampling procedures concludes that sampling was conducted in accordance
with industry standards and that samples are representative and unbiased. However the documentation also
notes that the reliability of the assay results was difficult to assess. Check assays from early drilling returned
results that suggested that copper grades in assays were biased high.
The resource estimate is based on only 13 drillholes and used a simple sectional interpretation and
averaged grades. The estimate is classified as Inferred Resource reflecting the poor confidence in assay
quality and wide-spaced drilling.
The Mineral Resource reported by Perilya is determined at a 0.15% Cu COG (Table 4.11). AMC notes that
the qualified person that completed the estimate considered that a COG of 0.3% Cu was appropriate which
indicates a significantly lower Mineral Resource tonnage.
Table 4.11

Bayaguana Mineral Resource1
Classification
Inferred Resource
1

Tonnes
(Mt)

Cu
(%)

Au
(g/t)

128

0.31

0.19

Sourced from Perilya 2012 Annual Report.

AMC213076_3 - 26 September 2013

63

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED
Perilya Limited – Independent Technical Specialist's Report

AMC considers that the estimate has been completed using a simple method based on wide-spaced drilling
with check assaying that suggests data might be biased. The estimate has been reported by Perilya based
on previous reporting under Canadian National Instrument NI 43-101. AMC concludes that this estimate is of
very low confidence.
In valuing the Bayaguana project, AMC has considered yardstick values based on transactions for
tenements including copper Mineral Resources. AMC considers that the estimate reported at a 0.3% Cu
COG is a better reflection of the value than the estimate reported at 0.15% Cu. The Doña Amanda at a 0.3%
Cu COG contains 193,000 t of copper metal.
For the purpose of determining values, AMC has applied yardstick values at the low end of the range (A$5/t
to A$20/t contained metal) reflecting the low confidence estimate, small size and low grade, and has also
applied a current market discount factor.
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5

OTHER EXPLORATION PROPERTIES

5.1

Flinders

The Flinders project is located in the Leigh Creek region 530 km north of Adelaide, South Australia,
Australia. The project consists of fourteen exploration licences, seven mining leases, two miscellaneous
purpose licences and three retention leases that cover an area of 2,597 km2. Some of the exploration
licences are joint ventures with other parties whose interests in individual tenements range from 7.5% to
100%. The Flinders Mineral Resources are partly on tenements held by Perilya and partly on joint venture
tenements where Perilya is earning an 85% interest. Based on information provided by Perilya, AMC
estimates that Perilya holds 94% interest in the Mineral Resources.
Zinc had previously been mined in the area at Beltana including 316,000 t grading 32% Zn by Perilya and a
further 347,000 t grading 38% Zn by a previous operator.
Zinc mineralization in the project area occurs as a high-grade zinc silicate mineralization hosted within Lower
Cambrian carbonate rocks of the Arrowie Basin. Mineralization is structurally controlled within a 15 km northwest trending corridor. The main zinc minerals are willemite (Zn2SiO4) with minor smithsonite (ZnCO3) and
zincian smectite clays. Haematitic dolomite alteration and brecciation of the host limestone occurs around
the mineralization. Zinc occurs in the alteration envelope (up to 5% Zn) in the dolomite lattice and in the
matrix of clast-supported breccias. Post-mineralization manganoan-calcite alteration with weak veining is
associated with mineralization.
Mineral Resources have been reported by Perilya for five deposits. Estimates for Reliance, Aroona, Aroona
2, and Moolooloo were completed in 2008 and for North Moolooloo in 2011 after its discovery in 2009.
Mineral Resources reported at June 2011 at a 10% Zn COG are listed in Table 5.1.
Table 5.1

Flinders Mineral Resources1
Classification

Tonnes
(kt)

Zn
(%)

Pb
(%)

Indicated

569

35.0

1.4

Inferred

125

28.3

1.2

Total

694

30.2

1.4

1

Sourced from Perilya 2012 Annual Report.

Mineral Resource estimates are based on RC and diamond drillhole data collected by Perilya and others.
Data collection follows accepted industry practice and assay quality monitored by a quality control protocol.
The Mineral Resource estimates were developed by interpreting a grade outline at a notional 10% Zn COG
within the geological framework. For all estimates apart from North Moolooloo, grades were estimated using
OK interpolation with the estimation parameters derived from a study of variography. Grades for North
Moolooloo were estimated using ID2 interpolation.
The Mineral Resource estimates have been classified into Inferred and Indicated Resources based on
continuity of mineralization and drillhole spacing. AMC considers that the estimates have been completed
using accepted industry practice and have been appropriately classified in accordance with the JORC Code.
In valuing the Flinders project, AMC has considered yardstick values based on transactions for tenements
including lead and zinc Mineral Resources and the past expenditure method. Most of the transactions on
which the yardstick values are based are sulphide deposits in the absence of comparable transactions for
zinc silicate deposits. The Flinders Mineral Resources contain 209,588 t of zinc metal and 9,716 t of lead
metal.
For the purpose of determining values, and allowing for Perilya's interest in the joint venture tenements, AMC
has applied yardstick values of between A$7 and A$25 per metal tonne to these estimates.
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Perilya has spent A$9.6M between 2009 and 2013 on the tenements. AMC has discounted the total
expenditure by 15% to allow for non-exploration expenditure (rates, rents, administration, etc.) and allowed
for Perilya’s interest in the Mineral Resources identified by this expenditure.
AMC has applied a PEM of 1.5 to 2 for successful exploration identifying a Mineral Resource to indicate
values for this project using this method.
For the purpose of determining values for the Flinders project, AMC has combined the two valuation
methods referred to above, and has also applied a current market discount factor.
5.2

Mt Oxide

The Mount Oxide project is located on one of ten mineral exploration permits held by Perilya located about
150 km north of Mt Isa in Queensland, Australia. The tenements cover an area of 438 km2.
The upper portion of the deposit was mined intermittently by open pit and underground methods between
1912 and 1971 producing a total of 764,000 t grading 3.1% Cu. A study completed by Perilya in 2011 was
aimed at open pit development but the conclusions were not favourable with the parameters used at that
time. Subsequently a study was started that could include an underground mining option which included
drilling some deeper drillholes aimed at extending known higher grade copper mineralisation. That drilling
had limited success and the study was discontinued.
The Mount Oxide copper mine is hosted by the upper Gunpowder Creek Formation which grades upwards
from massive micaceous quartz sandstone, through bedded sandstone, siltstone and conglomerate, to
massive black carbonaceous shale. Conformably overlying the Gunpowder Formation is the Mount Oxide
Chert, a 5 m to 10 m thick regionally-extensive algal chert bed. The local stratigraphy is capped by the
Paradise Creek Formation, a unit of thin-bedded siltstone, shale and chert grading into thick-bedded sandy
and silty dolomite.
Copper mineralization is controlled by the Mount Oxide Fault which splays off the Mount Isa Fault Zone. The
Gunpowder Creek Formation is folded and deformed along the main structures and mineralization is focused
on the intersection of the structure and the Gunpowder Creek Formation.
Silica alteration is preferentially associated with the Mount Oxide Fault and related splay structures. The
alteration is strongest within the structures, and weakens within a few metres of them. Hematite alteration
occurs as massive, banded, and specular hematite, breccia matrix fill and pervasive alteration. The width of
the hematite alteration halos is greatest in areas of greatest structural complexity.
Copper mineralization occurs as chalcocite and chalcopyrite veins in an array of brecciated fault zones
oriented north to south. Three styles of mineralization are recognized:






Type 1: Broad zones of moderate silicification with low to very high copper grade (1% to more than
20% Cu) associated with vein pyrite and higher silver, antimony and bismuth. Copper
minerals mainly chalcocite with minor bornite and chalcopyrite. Copper sulphides occur as
sheeted veins and disseminated grains.
Type 2: Narrow zones proximal to the Mt Oxide Chert with lower copper grade (less than 1% Cu to
3% Cu). Chalcocite is the dominant copper mineral with no bornite or chalcopyrite. Low
silver, antimony and bismuth. Copper sulphides as disseminations and fine bedding-parallel
seams.
Type 3: Breccia associated with faults as fracture infill and in breccia matrix. Copper sulphides are
mainly chalcocite with chalcopyrite. Moderate copper grade (1% Cu to 3% Cu). High pyrite
content and cobalt grades.

A revised Mineral Resource estimate was completed in 2011 after a drilling campaign in 2008 to 2010 that
followed earlier drilling by Perilya between 2004 and 2008. Drilling has also been carried out by previous
holders of the tenements. Mineral Resources reported at 0.5% Cu COG reported at June 2011 are listed in
Table 5.2.
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Table 5.2

Mt Oxide Mineral Resources1
Classification

Tonnes
(Mt)

Cu
(%)

Ag
(g/t)

Indicated

11.1

1.6

9.6

Inferred

4.8

1.0

5.2

Total

16.0

1.4

8.3

1

Sourced from Perilya 2011 Annual Report.

All drilling used for the resource estimate is diamond drilling. Data collection by Perilya follows accepted industry
practice and assay quality was monitored by a quality control protocol. Earlier drillhole data has been
validated and any suspect data is not used in the estimate.
Mineralized zones were interpreted on sections at a nominal 0.2% Cu COG and linked to form three-dimensional
wireframes. The resource estimate is a conventional block model with copper and silver grades estimated by OK
using 1 m composites with estimation parameters determined from a study of variography. Grade caps were
applied to limit the influence of statistical outliers. Multiple indicator kriging was used to estimate minor element
grades.
The Mineral Resource estimate was classified as Indicated and Inferred Resource based on the number of data
points used to estimate grades, indicators of estimation quality and drillhole spacing. AMC considers that the
estimates have been completed using accepted industry practice and have been appropriately classified in
accordance with the JORC Code.
In valuing the Mt Oxide project, AMC has considered yardstick values based on transactions for tenements
including copper Mineral Resources. The Mt Oxide Mineral Resources contain 224,000 t of copper metal.
For the purpose of determining values, AMC has applied yardstick values of between A$25 and A$100 per
metal tonne to these estimates and has also applied a current market discount factor.
5.3

Moblan

The Moblan project is located approximately 100 km north of Chibougamau in Quebec, Canada. The Moblan
properties comprise two contiguous parts, Moblan East and Moblan Westwith Moblan West tenements
hosting the Moblan Mineral Resource. Perilya holds a 60% interest in the seventeen contiguous mineral
claims covering 414 ha. Perilya acquired the project as part of the takeover of GlobeStar in 2011.
The Moblan project covers a group of Archean age, spodumene-bearing pegmatite dykes and sills that are
characterized by high lithium content. The products of interest on the project include lithium, feldspar,
cesium, rubidium, mica, tantalum, beryl, and high purity silica.
The Moblan West pegmatite swarm is localized in the nose of an anticline. The western extent of the Project
is primarily gabbro that is bordered to the north-west by mafic lava flows and to the south-east by a volcanosedimentary sequence consisting of tholeiitic and transitional lavas, volcaniclastic and sedimentary rocks.
Mineralogical assays have identified that the Li2O is hosted in spodumene and lithium-bearing micas. Minor
base metal mineralization in the volcaniclastic rocks is predominantly pyrite, with minor sphalerite and
chalcopyrite. A major spodumene pegmatite dyke extends west from Lake Moblan over 1,500 m with an
apparent thickness of up to 60 m. A swarm of spodumene pegmatite bodies outcrop to the south-east of the
main dyke Other spodumene-bearing and barren apophyses are also present on both sides of the main
dyke.
Surface exploration and diamond drilling has been carried out by previous tenement holders since 2001 with
the most recent drilling completed in 2010. Drilling and sampling procedures are documented in a technical
report that complies with Canadian National Instrument NI 43-101. Data collection follows accepted industry
practice and assay quality was monitored by a quality control protocol.
Mineral Resources reported at 0.6% Li2O COG as at May 2011 are listed in Table 5.3.
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Table 5.3

Moblan Mineral Resources1
Classification

1

Tonnes
(kt)

Li2O
(%)

Measured

4,719

1.63

Indicated

6,752

1.33

Inferred

2,780

1.22

Total

14,250

1.41

Sourced from Perilya 2012 Annual Report.

The Mineral Resource estimates are based on two pegmatite bodies (PEGM1 and PEGM2). The PEGM2
estimate is classified entirely as Inferred Resource. The estimate is based on geological interpretation of the
pegmatite units and an internal gabbro dyke. No COG was applied to the interpretation. The interpretation
was completed on sections and linked into three-dimensional wireframes.
The resource model is a conventional block model with Li2O, Fe, Be, and Ta grades estimated using OK
interpolation and 1 m composites with estimation parameters determined from a study of variography.
Density was estimated using ID2 interpolation. Grade capping was carried out to minimize the influence of
very high-grade assays. Grade caps for each geological zone were assessed separately.
The resource estimate was classified as Measured, Indicated and Inferred Resource based on the distance
between composites and model cells and the drilling density. The distance parameters were determined
from the variography:




Measured Resource:

0 m to 30 m.

Indicated Resource:

30 m to 60 m.

Inferred Resource:

60 m to 100 m.

Metallurgical testwork and preliminary mining studies have been complete for the Moblan project but an Ore
Reserve has not been reported.
AMC considers that the estimates have been completed using accepted industry practice and have been
appropriately classified in accordance with Canadian National Instrument NI 43-101.
AMC is not aware of recent comparable transactions which are relevant to the Moblan project, and therefore
is unable to apply the exploration valuation methods outlined in section 2.1 of this ITSR. Consequently EY
has advised AMC that it has reviewed comparable publicly-traded companies involved in exploration and
development of lithium projects with key operations in Canada. Based on that review and its professional
judgement, EY has determined a preferred valuation range for the Moblan project by adopting a market
approach based on the multiple of enterprise value (EV) to contained Li2O for Mineral Resources of
comparable companies. In determining the appropriate EV/contained Li2O multiple range, EY considered the
following:






The identification of comparable companies to the Moblan project with reference to the stage of
exploration, the size and location of the Mineral Resources and the similarity of the deposits.
The EV of the comparable companies with consideration of the market capitalization fluctuations of the
comparable companies over the last six months to mitigate the effect of low liquidity and the
application of a control premium of 30%.
The calculation of EV/contained Li2O multiple range for each comparable company.

For this ITSR, AMC has adopted the valuation range determined by EY.
5.4

Ranau

Perilya has a 50% interest in the Ranau Project which is located in the north-west of the Malaysian state of
Sabah on the island of Borneo. The project consists of two prospecting licences covering 327 km2 and
includes the previously mined Mamut porphyry deposit and a number of exploration areas including the
Bongkud area. No Mineral Resources are reported for the project.
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The tenements have been subject to a renewal application since 2005 but administrative difficulties based
around environmental issues with the Mamut mine site have caused uncertainty. Considering the uncertainty
of renewing these tenements, AMC has not determined a value for this project.
5.5

Dee Range

Perilya holds a mineral exploration permit and a mining lease covering about 270 km2 in the Dee Range near
Rockhampton in Queensland, Australia. Perilya holds a 90% interest in the tenement. The tenements are the
subject of a farm-in agreement and exploration is at a grass-roots stage. Elevated zinc grades have been
identified at a number of locations in previous exploration work.
AMC has considered the joint venture terms, effective exploration expenditure and value per unit area which
indicate a value for this project taking into account the current market factor.
5.6

Kanowna

Perilya holds a 30.53% interest in tenements in the Kanowna area being explored by Barrick (PD) Australia
Pty Ltd as well as minor interests in some other Western Australian tenements. No Mineral Resources have
been reported. AMC has not attributed any value to the minor interest in these tenements.
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6

QUALIFICATIONS

AMC is a firm of mineral industry consultants whose activities include the preparation of independent
technical specialist reports, and due diligence reports on, and reviews of, mining and exploration projects for
purposes related to equity and debt funding, and public reports. In these assignments, AMC and its
subconsultants act as an independent party.
AMC has carried out several technical consulting assignments for Perilya over recent years, including
reviews of its Mineral Resource and Ore Reserve estimates for Broken Hill, and sign-off on the 2012 Mineral
Resource estimate for Broken Hill.
Neither AMC nor its subconsultants have any business relationship or association with Perilya, other than
the carrying out of individual technical consulting assignments as engaged.
AMC and its subconsultants have not carried out technical consulting assignments for Zhongjin Lingnan.
While some employees of AMC and its subconsultants may have small direct or beneficial shareholdings in
Perilya, neither AMC nor the contributors to this report nor members of their immediate families have any
interests in Perilya or Zhongjin Lingnan that could be reasonably construed to affect their independence.
AMC has no pecuniary interest, association or employment relationship with EY, Perilya or Zhongjin
Lingnan.
Perilya will pay AMC a professional fee of approximately A$190,000, according to AMC’s normal per diem
rates, for the preparation of this ITSR, plus reimbursement of out-of-pocket expenses. The fee is not
contingent upon the outcome of the Proposal. AMC will receive no other benefit for the preparation of this
ITSR.
In letters relating to our engagement, Perilya agreed to comply with those obligations of the commissioning
entity under the VALMIN Code including that to the best of its knowledge and understanding, complete,
accurate and true disclosure of all relevant material information will be made.
In preparing this report, AMC has relied on information provided by Perilya, and AMC has no reason to
believe that information is materially misleading or incomplete or contains any material errors. Perilya has
been provided with drafts of our report to enable correction of any factual errors and notation of any material
omissions. The views, statements, opinions and conclusions expressed by AMC are based on the
assumption that all data provided to it by Perilya are complete, factual and correct to the best of its
knowledge.
Perilya represented in writing that, to the best of its knowledge, it has provided AMC with all material
information relevant to its operations and projects described in this ITSR.
This ITSR and the conclusions in it are effective at 1 September 2013. Those conclusions may change in the
future with changes in relevant metal prices, exploration and other technical developments in regard to the
operations and projects and the market for mineral properties.
Perilya has provided AMC with indemnities in regard to damages, losses and liabilities related to or arising
out of its engagement other than those arising from illegal acts, bad faith or negligence on its part or its
reliance on unauthorized statements from third parties.
This ITSR has been provided to EY for the purposes of forming its opinion in relation to the Proposal. AMC
has given its consent for its report to be appended to EY's report and for it to be provided to shareholders
and has not withdrawn that consent before their lodgement with the Australian Securities & Investments
Commission. Neither this report nor any part of it may be used for any other purpose without written consent.
The signatories to this report are corporate members of the AusIMM and bound by its Code of Ethics.
Yours faithfully

L J Gillett
FAusIMM (CP)
Director
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APPENDIX A
PRINCIPAL SOURCES OF INFORMATION
In preparing this report, AMC has relied on information provided by Perilya.
For the purpose of preparing this report, AMC has visited the operating sites and projects under
development, reviewed material technical reports and management information, and communicated with
management staff both on site and in the Perth office of Perilya. AMC has not visited the exploration
projects located away from the operations and projects under development as they are not considered to be
material to the overall value of Perilya's mineral assets.
The principal, but not exhaustive, reference documents used by AMC are listed below.
AMC also received instruction from EY regarding commodity prices, mineral concentrate freight rates and
smelting terms exchange rates, and discount rates, and taxation from EY's modelling.
BROKEN HILL
General
Perilya, 2011: 2011 Annual Report.
Perilya, 2012: 2012 Annual Report.
Perilya, 2013: Half-Year Financial results for the six months ending 30 June 2013.
Perilya, 2012: Mining Operations Plan for the Potosi Operations, Broken Hill.
Perilya, 2012: Mining Operations Plan for the Southern Operations, Broken Hill.
Perilya, 2013: Perilya Broken Hill in Australasian Mining and Metallurgical Operating Practices (AusIMM).
Geology, Resources and Reserves
AMC Consultants: reports covering reviews of Mineral Resource and Ore Reserve estimates in 2008, 2009,
2010, 2011 and 2012.
Perilya, 2013: Brief Notes on the Geology of Broken Hill and Perilya's Southern Operations.
Perilya, 2013: Southern Ops Extension Drilling Update for AMC.
Perilya, 2012: Mineral Resource and Ore Reserve report for Southern Operations (2012).
Perilya: Mineral Resource reports for Potosi (2009), 1130 (2008), Henry George (2008), Central Blocks
(2008), Silver Peak (2008), Flying Doctor (2008), Upper North Mine (2008) and North Mine Deeps
(2007).
Mining, Processing and Modelling
AMC Consultants, 2007: North Mine Deeps PFS.
Hale Mollison Consultants, 2007: Flying Doctor Deposit Conceptual Project Development Plan.
Hale Mollison Consultants, 2008: Flying Doctor Preliminary Pit Optimisations.
Perilya, 2008: North Mine Silver Lode Scoping Study.
Perilya, 2010/2011/2012: December Operations Board Reports.
Perilya, 2012: MDM-001 Ore Selection Criteria 2012 (internal memo).
Perilya, 2012: PL_Summary_LOM Sept 12 (Adjusted Capital Devt) (Excel spreadsheet).
Perilya, 2012: Financial Model - Ore Reserve 2012 - Fully costed break even grade (Excel spreadsheet).
Perilya, 2013: Preliminary Economic Evaluation of the Potosi 2013 Resource.
Perilya, 2013: North Mine – Summary and Data Compilation.
Perilya, 2013: Project Development - North Mine Update.
Perilya, 2013: Board Reports January - July.
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Perilya, 2013: Financial Report July 2013 (Excel spreadsheet).
Perilya, 2013: Opex & Capex last 5 years to end 2012 (Excel spreadsheet).
Perilya, 2013: LOM 2014 Potosi v24 (Scenario 4).
Environment and Permitting
DITR (2007). Department of Industry, Tourism and Resources. Leading Practice Sustainable Development
Program for the Mining Industry. Managing Acid and Metalliferous Drainage. February 2007,
Canberra ACT.
EPA (2012a). Environmental Protection Licence 2683 for North Operations. Licence variation granted by the
Environmental Protection Authority, 20 June 2012.
EPA (2012b). Environmental Protection Licence 2683 for Southern Operations. Licence variation granted by
the Environmental Protection Authority, 20 June 2012.
INAP (2009). Global Acid Rock Drainage Guide (GARD Guide). Document prepared by Golder Associates
on behalf of the International Network on Acid Prevention (INAP). June 2009
(http://www.inap.com.au/).
Perilya (2012a). Mining Operations Plan for the Potosi Operations Broken Hill. Report prepared by Perilya
Broken Hill Limited, October 2012.
Perilya (2012b). Annual Environmental Management Report for the Southern Operations Broken Hill. Report
prepared by Perilya Broken Hill Limited, July 2012.
Perilya (2013a). Mining Operations Plan for the Southern Operations Broken Hill. Report prepared by
Perilya Broken Hill Limited, January 2013.
Perilya (2013b). Board report for Broken Hill Operations. PowerPoint presentation report prepared by
Perilya Broken Hill Limited, July 2013.
Perilya (2013c). Financial Security Excel spreadsheet associated with closure and rehabilitation of the
Southern Operations of the Broken Hill Mine.
R.W. Corkery and Co. (2004). Draft Life of Mine Closure Plan for the Broken Hill Operations. Report No.
644/01 prepared for Perilya Broken Hill Limited by R.W. Corkery and Co. Pty Limited, October 2004.
CERRO DE MAIMÓN
General
Micon,2007, NI 43-101 Technical Report, Updated Mineral Resource and Reserve Estimate for the Cerro de
Maimón Project , Msnr. Nouel Province, Dominican Republic, August 21, 2007
Perilya, 2010, GlobeStar Mining Corporation, Technical Due Diligence Report 17 September 2010
Perilya, 2011: 2011 Annual Report.
Perilya, 2012: 2012 Annual Report.
Perilya, 2013: Half-Year Financial results for the six months ending 30 June 2013.
Perilya Americas Board Report, 2012, Monthly Report December 2011 / January 2012
Perilya Americas, 2013, Monthly Report December 2012 and January 2013
Perilya Americas, 2013, Monthly Report June and July 2013
Perilya, 2013, 2013 Budget, Consolidated Group Key Deliverables
Geology, Resources and Reserves
Resource model cdm201207_exported2013.csv.
Carl E. Nelson, Recursos del Caribe S.A. (2000), Qualifying Report for the Dominican Properties, October
27, 2000.
Denis Chenard, ing. Datac Geo Conseil inc. 2006 Technical Report on the Dona Amanda, Cerro Kiosko,
Dona Loretta, Loma Pesada, Loma Barbuito, Cerro Verde and Anomaly B Properties, Dominican
Republic, September 2006.
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Perilya, 2012, Perilya Americas Exploration, Successful Exploration and Mining in Dom Rep. GlobeStar
Mining Corporation.
Perilya, 2013, Lomo Pesada Project Geology, Drilling August 23 2013.
Perilya, 2012, 30th June 2012 CMD Resource Comparisons 23 Aug 2012 update.
Perilya, 2012, Mineral Resource Estimate for the Cerro de Maimón Deposit July 2012.
Perilya, 2013, LOM Reserves_2013 final.
R. Billington 2008, Technical Report on the Cumpié Hill Nickel Laterite Project, Dominican Republic,
February 25 2008.
Mining, Processing and Modelling
ALS Metallurgy Kamloops, 2013, Mineralogical Assessment of Plant Performance, Cerro de Maimón,
March/April 2013, KM3799, August 26, 2013.
Golder Associates, 2012, Draft Report on the Open Pit Expansion Geotechnical Investigation &
Geomechanical Design, November 2012.
Golder Associates, 2013, Luiz Castro Site Visit Notes, Feb. 25 to Mar 1 2013.
Linebarger Consulting LLC, and Range Consulting, (2012), Scoping Study of the Cerro de Maimón
Underground Project, Msnr. Nouel Province, Dominican Republic, November 12, 2012.
Met-Chem Canada Inc, 2012, OoM Study Report for CDM Zinc separation Circuit Project, Nov 2012.
Perilya, 2011, Updated Reserve Estimate for the Cerro de Maimón Mine, Msnr. Nouel Province, Dominican
Republic, Arnt Eric Olson,, September 23, 2011.
Perilya, 2012, Copy of Copia de GMI__valuation model (NOV 2012) RL_JZ updated.
Perilya, 2013, Cerro de Maimon 2013 Budget - Updated JAN 2013 - FUNDATION MODIF.
Perilya, 2013, Mining_physical_quantities_2013.
Environment and Permitting
AMEC 2012, Budget Estimate Closure Plan, October 2012.
Cormindom, 2012, Informe de cumplimiento ambiental (ICA) Projecto Cerros de Maimon, diciembre 2012.
GlobeStar Mining Corporation, 2010, Eric Olson, Cerro de Maimón Development, Environmental June 2010.
Golder Associates, 2013, Geochemical support for mine expansion waste management options, August 7,
2013.
Golder Associates, 2013, As-Built Report for the Co-Disposal Storage Facility and Associated Infrastructure
for the Cerro de Maimón Gold Mine, August 9, 2013.
Golder Associates, 2013, Options study for disposal of tailings and potentially acid generating waste rock,
July 19, 2013.
Golder Associates, 2012, Review of Site Wide Water Balance, December 19, 2012.
Li, Andruchow, Wislesky, and Olson, Field Testing of Co-Disposal Techniques for Acid Generating Tailings
and Waste Rock at Cerro de Maimón Mine. At Proceedings Tailings and Mine Waste 2011,
Vancouver, BC, November 6 to 9 2011.
Ministerio de Medio Ambiente y Recursos Naturales, 2012, Licencia Ambiental No. 0061-04-Actualizada, 28
diciembre, 2012.
Perilya 2013, Perilya Limited, Plan de cierre 2013,xls.
Pincock Allen & Holt, 2004, Environmental Impact Study (February 2004).
Secretaría de Estado de Medio Ambiente y Recursos Naturals, 2004, Licencia Ambiental No. 0061-04,
Corporación Minera Dominicana, S.A., June 24, 2004.
Secretaría de Estado de Medio Ambiente Y Recursos Naturales, Subsecretaria Estado de Suelos Y Aguas,
diciembre 19, 2005.
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Secretaría de Estado de Obras Publicas Y Comunicaciones, Licencia De Construccion, April 19, 2007
EXPLORATION
Perilya Limited, 2008: Mineral Resource Estimate for the Aroona 2 Non Sulphide Zinc Deposit, Flinders
Ranges, South Australia.
Perilya Limited, 2008: Mineral Resource Estimate for the Aroona Non Sulphide Zinc Deposit, Flinders
Ranges, South Australia.
Perilya Limited, 2008: Mineral Resource Estimate for the Moolooloo Non Sulphide Zinc Deposit, Flinders
Ranges, South Australia.
Perilya Limited, 2008: Mineral Resource Estimate for the Reliance Non Sulphide Zinc Deposit, Flinders
Ranges, South Australia.
Perilya Limited, 2011: Mineral Resource Estimate for the North Moolooloo Non Sulphide Zinc Deposit, North
Flinders Ranges, South Australia.
Perilya Limited, 2009: Technical Information Memorandum, Mount Oxide Copper and Cobalt Project,
Queensland Australia.
Perilya Limited, 2011: Mineral Resource Estimate for the Mount Oxide Copper Deposit, Mt Isa, Queensland.
Hammer Metals Limited, 2013: Golden Peaks Project, Annual Report for the Period 28 May 2012 to 27 May
2013, EPM 15810.
Roscoe Postle Associates Inc, 2011: Perilya Canada Limited, Report for JORC, Technical Report on the
Moblan Project, Near Chibougamau, Québec, Canada.
Perilya Limited, 2012: Moblan Project Scoping Study. Internal Study Report. Revision A. December 2012.
Billington, FR, 2008: Technical Report on the Cumpié Hill Nickel Laterite Project, Dominican Republic
Incorporating both the Cumpié and Loma Mala Sectors.
Chenard, D, 2006: GlobeStar Mining and Corporaciòn Minera Dominicana S. A. Technical Report On The
Dona Amanda, Cerro Kiosko, Dona Loretta, Loma Pesada, Loma Barbuito, Cerro Verde And
Anomaly B Properties. Dominican Republic. January 2006.
MATERIAL TENEMENTS
Australian Tenements - Heatherington Exploration and Mining Title Services, 2013: Perilya tenement Audit
13-001; Letter to Perilya Limited dated 29 August 2013 with associated tenement search documents.
Other Tenements - Malaysia, DR and Canada Tenements.xlsx.
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APPENDIX B
ABBREVIATIONS
A$
$M
%
(Cu,Fe)12Sb4S13
(Zn,Fe)S
2012 Reserve
2013 Reserve
AEMR
Ag
Al
AMC
AMD
ARD
As
ATC Williams
Au
BHO
BIF
Ca
Capex
CCD
Cd
CDF
CMLs
COG
Cormindom
Cu
DCF
EPA
EPL
EY
Fe
g
g/t
HFO
2
ID
IDW
IER
ITSR
GlobeStar
JORC Code

K
km
kt
ktpa
LOMP
LTP
M
m
2
m
3
m
mg/L
Mn
MOP
mRL
Mt
Mtpa

Australian Dollars
Dollars million
Percent
Tetrahedrite
Marmatite
Ore Reserve estimate at 30 June 2012
Ore Reserve estimate at 30 June 2013
Annual Environmental Management
Report
Silver
Aluminium
AMC Consultants Pty Ltd
Acid and metalliferous drainage
Acid rock drainage
Arsenic
TSF design contractor
Gold
Perilya Broken Hill
Banded iron formation
Calcium
Capital expenditure
Counter current decantation
Cadmium
Co-disposal facility
Consolidated mining leases
Cut-off grade
Corporación Minera Dominicana
Copper
Discounted cash flow
Environmental Protection Authority
Environmental Protection Licence
Ernst & Young Transaction Advisory
Services Limited
Iron
Gram
Grams per tonne
Heavy fuel oil
Inverse distance squared
Inverse distance weighted
Independent expert's report
Independent Technical Specialist's
Report
GlobeStar Mining Corporation
Australasian Code for Reporting of
Exploration Results, Mineral Resources
and Ore Reserves, The JORC Code
2004 Edition, Effective December 2004,
Prepared by the Joint Ore Reserves
Committee of the Australasian Institute
of Mining and Metallurgy, Australian
Institute of Geoscientists and Minerals
Council of Australia (JORC)
Potassium
Kilometres
Thousand tonnes
Thousand tonnes per annum
Life-of-mine plan
Long term plan
Million
Metres
Square metre
Cubic metres
Milligrams per litre
Manganese
Mining Operations Plan
Reduced level
Million tonnes
Million tonnes per annum
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Na
NAG
NMD
NPV
OK
OoM
Opex
ORIO
oz
PAG
Pb
PbCO3
PbS
PbSO4
PbZn
PEM
Proposal
Rb
RC
RGS
RO
ROM
Sb
SCADA
Scheme
SD
Si
Sococo
Sr
t
Th
the guidelines

tpa
tph
TSF
US$
VALMIN Code

VMS
X'
X"
Zn
Zn2SiO4
ZnCO3
Zhongjin
Lingnan
Zr

Sodium
Non acid generating
Neutral metalliferous drainage
Net present value
Ordinary Kriging
Order of magnitude
Operating costs
Ore Reserve Increased Opportunities
Ounce
Potentially acid generating
Lead
Cerussite
Galena
Anglesite
Combined lead plus zinc
Prospectivity enhancement multiplier
Offer consideration of A$0.35 per share
Rubidium
Reverse circulation
RGS Environmental Pty Ltd
Reverse osmosis
Run-of-mine
Antimony
Supervisory control and data acquisition
Scheme of Arrangement
Saline drainage
Silica
Sococo de Costa Rica, S.A.
Strontium
Tonnes
Thorium
EDG03 Guidelines to the Mining,
Rehabilitation and Environmental
Management Process (Trade and
Investment 2012)
Tonnes per annum
Tonnes per hour
Tailings storage facility
United States Dollars
Code for the Technical Assessment and
Valuation of Mineral and Petroleum
Assets and Securities for Independent
Expert Reports. The VALMIN Code
2005 Edition, Prepared by the VALMIN
Committee, a joint committee of the
Australasian Institute of Mining and
Metallurgy, the Australian Institute of
Geoscientists and the Mineral Industry
Consultants Association with the
participation of the Australian Securities
and Investment Commission, the
Australian Stock Exchange Limited, the
Minerals Council of Australia, the
Petroleum Exploration Society of
Australia, the Securities Association of
Australia and representatives from the
Australian finance sector.
Volcanogenic massive sulphide
X feet
X inches
Zinc
Willemite
Smithsonite
Zhongjin Lingnan Mining (HK) Company
Limited
Zirconium
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APPENDIX C
REPORT CONTRIBUTORS
The contributors to this report include the following:
Name
Lawrie Gillett

Qualifications
BEng (Mining) (Hons)
DipGeosc (Mineral Economics)

Brad Watson

BEng (Hons) (Mining
Engineering), BComm
(Finance)
MSc (MinEcon)
MSc (CivEng)
Grad Dip (ProjMgmt)
B App Sc (App. Geol)

Andrew Hall

Dean Carville

Broken Hill
Mal Dorricott

Sonia Konopa

Rob Chesher

Alan Robertson

Cerro De Maimón
Julia Martin

Mort Shannon

Alan Riles

Rick Siwik

Affiliations
AMC Director/Global
Practice Leader – Corporate
Consulting
AMC Senior Mining
Engineer

Involvement
Project Manager/Liaison/Mining/ General

AMC General Manager,
Corporate Consulting

Peer review.

AMC Geology Manager/
Principal Geologist

Geology, resource estimates, exploration
prospectivity and valuation of exploration
properties.

BEng (Mining)
MApp Sc (OH&S)

AMC Principal Mining
Engineer

MSc (Economic and Mining
Geology)
BAppSc (Geology) (Hons)
BSc Metallurgy (Hons)

AMC Geology Manager /
Principal Geologist
AMC Corporate Manager /
Principal Consultant

Broken Hill review coordinator. Mining and
geotechnical aspects.
Broken Hill production cases. Site visit.
Geology, resource estimates, exploration
prospectivity and valuation of exploration
properties.
Metallurgy processing and infrastructure
aspects.

HND Applied Chemistry
PhD Pure and Applied
Chemistry

AMC Associate, Principal
Geochemist / Director

Environmental / closure plans/ permitting /
licensing aspects.

MBA, BSc (Mining
Engineering),
P.Eng.
MA (Geol)
BA (Mod) (Geol)
P.Geo (BC & ON)
B.Met (Hons),
Grad Dip Business
Management
MAIG
BSc (Civil Engineering)
P.Eng.

AMC Principal Mining
Engineer

CDM review coordinator. Mining and
geotechnical aspects.
CDM production case.

AMC Geology Manager /
Principal Geologist

Geology, resource estimates, and
exploration prospectivity. Site visit.

AMC Associate, Principal
Metallurgical Consultant

Metallurgy / processing / infrastructure
aspects.

AMC subconsultant, Siwik
Consulting Inc.

Environmental / closure plans / permitting /
licensing aspects.
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Valuation modelling of operations and
technical support.
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APPENDIX D
MATERIAL TENEMENTS
Project

Status

Australia - New South Wales Tenement Summary
Owner/Holder

Name of the
Lease or Tenement
CML 10

South Mls

Granted

Perilya BH (100%)

705 ha

Area

2/07/1987

Granted

Expiry Date
4/09/2024

CML 11

South Mls

Granted

Perilya BH (100%)

770.81 ha

2/07/1987

9/06/2021

CML 12

South Mls

Granted

Perilya BH (100%)

607.86 ha

2/07/1987

16/10/2019

CML 13

South Mls

Granted

Perilya BH (100%)

678.7 ha

2/07/1987

14/09/2020

CML 4 (73)

South Mls

Granted

Perilya BH (100%)

278.4 ha

8/07/1987

23/06/2024

CML 5

South Mls

Granted

Perilya BH (100%)

1336.4 ha

8/07/1987

17/06/2021
18/03/2021

CML 6

South Mls

Granted

Perilya BH (100%)

1822.15 ha

8/07/1987

CML 8

South Mls

Granted

Perilya BH (100%)

485.4 ha

2/07/1987

29/06/2024

CML 9

South Mls

Granted

Perilya BH (100%)

793.85 ha

2/07/1987

22/01/2019

EL 2513

Elizabeth Tank

Granted

Perilya BH (100%)

27 Units (NSW)

7/11/1985

6/11/2012

EL 2743

Feldspar Creek

Granted

Perilya BH (100%)

36 Units (NSW)

17/12/1986

6/11/2012

EL 2921

Pinnacles

Granted

Perilya BH (100%)

22 Units (NSW)

13/10/1987

12/10/2011

EL 5614

Cyclops

Granted

Perilya BH (100%)

7 Units (NSW)

27/08/1999

31/10/2013

EL 5879

North Mls

Granted

Perilya BH (100%)

5 Units (NSW)

25/07/2001

31/10/2013

EL 5958

Windy Ridge-Greenshire

Granted

Rimfire Pacific (100%)

54 Units (NSW)

24/06/2002

23/06/2013
23/02/2013

EL 6059A

Stirling Vale

Granted

Broken Hill Ops (100%)

11 Units (NSW)

24/02/2003

EL 6167
EL 6363

Feldspar Creek B
Coultra

Granted
Granted

Perilya BH (100%)

1 Units (NSW)
51 Units (NSW)

5/12/2003

4/12/2013

5/01/2005

4/01/2013

EL 6386

North Pinnacles

Granted

Perilya BH (100%)

8 Units (NSW)

3/03/2005

31/10/2013

EL 6447

East Broken Hill

Granted

Perilya BH (100%)

8 Units (NSW)

13/07/2005

31/10/2013

EL 6689

Broken Hill Extended

Granted

Perilya BH (100%)

33 Units (NSW)

2/01/2007

1/01/2013

EL 6774

Broken Hill North

Granted

Perilya BH (100%)

13 Units (NSW)

8/05/2007

31/10/2013

EL 6979

Burta

Granted

Carpentaria Exploration Limited (100%)

62 Units (NSW)

11/12/2007

11/12/2013

EL 7162

Broken Hill Far West

Granted

Perilya BH (100%)

5 Units (NSW)

23/06/2008

23/06/2014

EL 7225

North West BH

Granted

Perilya BH (100%)

2 Units (NSW)

20/10/2008

20/10/2012

EL 7264

Bald Hill

Granted

Perilya BH (100%)

12 Units (NSW)

17/12/2008

31/10/2013

EL 7703

Rupee Window

Granted

Perilya BH (100%)

4 Units (NSW)

14/02/2011

13/02/2013

EL 8089

Pioneers

Granted

Perilya BH (100%)

9 Units (NSW)

17/05/2013

17/05/2015

EL 8090

Red Spot Special

Granted

Perilya BH (100%)

8 Units (NSW)

17/05/2013

17/05/2015

EL 8901

Hillston

Granted

Perilya BH (100%)

5 Units (NSW)

17/05/2013

17/05/2015

ELA 4428

Aem Survey Extension

Application

Perilya BH (100%)

19 Units (NSW)

ELA 4753

Windy Ridge Extension

Application

Perilya BH (100%)

2 Units (NSW)

ELA 4762

Broken Hill South West

Application

Perilya BH (100%)

2 Units (NSW)

ELA 4854

Broken Hill West

Application

Perilya BH (100%)

8 Units (NSW)

EPL 2364

Little Broken Hill

Granted

Perilya BH (100%)

1 Units (NSW)

11/04/1962

7/03/2011

EPL 2379

Little Broken Hill

Granted

Perilya BH (100%)

22 Units (NSW)

10/05/1962

7/03/2009

EPL 3365

Little Broken Hill

Granted

Perilya BH (100%)

2 Units (NSW)

20/08/1969

7/03/2011

EPL 3661

Little Broken Hill

Granted

Perilya BH (100%)

1 Units (NSW)

10/08/1971

7/03/2011

ML 1249

South Mls

Granted

Perilya BH (100%)

400.06 ha

6/01/1992

1/03/2020

ML 5885

Little Broken Hill

Granted

Perilya BH (100%)

16.16 ha

10/06/1964

10/06/2010
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Name of the
Lease or Tenement
EL 4211
(previoulsy EL 3111)

Project

Status

Australia - South Australian Tenement Summary
Owner/Holder

Area

Granted

Expiry Date

24/11/2008

23/11/2013

Beltana-Aco

Granted

Ac Oxides (15%), Perilya Freehold (85%)

478 km2

EL 4358 (1)

Aroona JV

Granted

Kelaray Pty Limited (100%)

127 km2

4/11/2009

3/11/2014

EL 4388 (1)

Blinman

Granted

Minotaur Ops (49%),Perilya Limited (51%)

503 km2

26/11/2009

25/11/2014

EL 4478 (1)

Wilkawillina

Granted

Minotaur Ops (49%), Perilya Limited (51%)

114 km2

28/04/2010

27/04/2014

EL 4479 (1)

Mt Goddard

Granted

Perilya Limited (100%)

118 km2

28/04/2010

27/04/2014

EL 4480 (1)

Mt Deception

Granted

Perilya Limited (100%)

50 km2

28/04/2010

27/04/2014

EL 4538 (1)

Parachilna

Granted

Perilya Limited (100%)

88 km2

19/08/2010

18/08/2014

EL 4597 (1)

Mt Frome

Granted

Signature (10%), Perilya Freehold Mining Pty Ltd (90%)

249 km2

4/11/2010

3/11/2014

EL 4603 (1)

Yandina

Granted

Perilya Limited (100%)

71 km2

16/11/2010

15/11/2014

EL 4622 (1)

Mt Goddard Copper

Granted

Perilya Limited (100%)

304 km2

8/12/2010

7/12/2014

EL 5019 (3)

The Twins

Granted

OZ Minerals Prominent Hill - Operations Pty Ltd (100%)

306 km2

11/06/2012

10/06/2015

EL 5117 (1)

Ediacara

Granted

Minotaur Ops (49%), Perilya Limited (51%)

53 km2

4/12/2012

3/12/2014

EL 5234 (1)

Reaphook

Granted

Paladin (7.5%), Signature (7.5%), Perilya Limited (85%)

88 km2

27/09/2012

26/09/2014

ELA 100/2013 (1)

Aroona JV

Application

Kelaray Pty Limited (100%)

ML 4114

Scholzite

Granted

Perilya Freehold Mining Pty Limited (100%)

27 km2
5 ha

21/08/1973

20/08/2008

ML 4368

Scholzite

Granted

Perilya Freehold Mining Pty Limited (100%)

7.59 ha

25/03/1974

20/08/2008

ML 4369

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

19.5 ha

1/04/1974

31/03/2009

ML 4370

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

19.5 ha

1/04/1974

31/03/2009

ML 4371

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

19.5 ha

1/04/1974

31/03/2009

ML 4386

Third Plain

Granted

Minotaur Ops (49%), Perilya Limited (51%)

20 ha

7/08/1974

6/08/2009

ML 5631

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

13.34 ha

12/04/1990

11/04/2011

MPL 38

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

3.38 ha

12/04/1990

11/04/2011

MPL 85

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

43.9 ha

19/02/2007

18/02/2014

RL 5

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

16.72 ha

18/12/1980

31/03/2012

RL 6

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

19.51 ha

18/12/1980

31/03/2012

RL 7

Beltana

Granted

Perilya Freehold Mining Pty Limited (100%)

19.44 ha

18/12/1980

31/03/2012

Lic 12567 (2)

Beltana

Granted

MMG Australia Limited (100%)

2 ha

1/03/2000

28/02/2010

(1) The Exploration Licences are subject to the terms of the Flinders Amalgamated Expenditure Agreement which previously required expenditure of $1,000,000 to 31 December 2012.
Renewal of the Flinders Amalgamated Expenditure Agreement with an annual expenditure of $1,000,000 consideration by the Department.
(2) Camp Licence No. 12567 adjacent to Beltana Project which is beneficially held by Perilya Freehold Mining Pty Ltd.

Mount Oxide

Granted

Mount Oxide Pty Ltd (100%)

59 blocks

17.10.1994

16.10.2016

EPM 14307

Mount Oxide West

Renewal Lodged

Mount Oxide Pty Ltd (100%)

13 blocks

10.04.2006

09.04.2013

EPM 14659

Mount Oxide West #2

Granted

Mount Oxide Pty Ltd (100%)

15 blocks

09.10.2006

08.10.2016

EPM 14660

Mount Oxide West #3

Granted

Mount Oxide Pty Ltd (100%)

9 blocks

03.01.2006

02.01.2016

EPM 15810 (1)

Rockhampton

Renewal Lodged

Perilya Limited (100%)

89 blocks

28.05.2008

27.05.2013

EPM 16800

Mount Oxide South

Granted

Perilya Freehold Mining Pty Ltd (100%)

9 blocks

29.10.2010

28.10.2015

EPM 16802

Mount Oxide East

Granted

Perilya Freehold Mining Pty Ltd (100%)

2 blocks

29.10.2010

28.10.2015

EPM 16803

Mount Oxide North

Granted

Perilya Freehold Mining Pty Ltd (100%)

18 blocks

29.10.2010

28.10.2015

EPM 16869

Mount Oxide East #2

Granted

Perilya Freehold Mining Pty Ltd (100%)

4 blocks

10.12.2010

09.12.2015

EPM 18557

Mount Oxide West #4

Granted

Mount Oxide Pty Ltd (100%)

15 blocks

25.10.2011

24.10.2016

EPM 18745

Mount Isa East #2

Granted

Mount Oxide Pty Ltd (100%)

2 blocks

23.01.2012

22.01.2015

MDL 13 (1)

Rockhampton

Granted

Perilya Limited (100%)

112 ha

03.10.1991

31.10.2015

Granted

Expiry Date

(1)

Project

Australia - Queensland Tenement Summary
Status
Owner / Holder

Name of the
Lease or Tenement
EPM 10313

Area

Granted

Expiry Date

Subject to Heads of Agreement with (and managed by) Hammer Metals

Malaysia - Tenement Summary
Identity / Serial No.
Project
Status
Owner / Holder
of Lease or
Tenement
LSC.4326.210/25
Bambangan’ Prospecting Seeking Renewal Mount Oxide Pty Ltd (100%)
Licence
LSC.4326.168/80

Merungin’ Prospecting
Licence

L.S.C. 4326. 178

Paranchangan
Prospecting Licence
Application

AMC213076_3 - 26 September 2013

Seeking Renewal Mount Oxide Pty Ltd (100%)
Perilya Limited (100%)

Area
(km 2)
68

25/11/1998

16.10.2016

259

25/11/1998

22.01.2015

48

31.10.2015
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Name of the Lease or Tenement
Mining Block C-1 Cerro de Maimon

Dominican Republic - Tenement Summary
Owner/Holder
Area
(km 2)
Corporacion Minera Dominicana S.A.S.

Trinidad II

Expiry Date

22.45

Valid until 2028

4.67

Valid until 2028

El Anon

Corporacion Minera Dominicana S.A.S.

17.2

La Jaiba (Maimon)

Corporacion Minera Dominicana S.A.S.

94.375

Renewal Lodged
-

28/05/2012

-

-

25/05/2012

Managua

Corporacion Minera Dominicana S.A.S.

12

27/08/2015

-

Los Hojanchos

Corporacion Minera Dominicana S.A.S.

24

11/05/2009

11/05/2009

Loma Nueva (Jatubey)

Corporacion Minera Dominicana S.A.S.

20.61

-

4/03/2011

Rincon Naranjo

Corporacion Minera Dominicana S.A.S.

37.01

-

23/12/2009

La Guaracha

Corporacion Minera Dominicana S.A.S.

4.02

-

23/12/2009 = 04/03/2011

La Hicotea

Corporacion Minera Dominicana S.A.S.

7.143

-

23/12/2009 = 04/03/2011

La Mañosa

Corporacion Minera Dominicana S.A.S.

19.4

-

16/04/2011

Corozal I

Corporacion Minera Dominicana S.A.S.

17.91

-

10/05/2010

Cercadillo

Promotora de desarrollo Alstroemeria S. A.

42

13/01/2010

-

La Joya

Cevero Chavez

84

-

23/11/2010

Santa Capuza

Cevero Chavez

36

-

4/07/2010

Los Robalos

Cevero Chavez

21

-

5/07/2010

Canada: Owned 60% Perilya (GlobeStar) and 40% SOQEM Inc
Name of the Lease
Granted
Identity / Serial Number
Area
or Tenement
of Lease or Tenement
Moblan
26/11/2009
2195586
3.74

Expiry Date
25/11/2015

Moblan

26/11/2009

2195587

4.69

25/11/2015

Moblan

6/09/2011

2331201

28.98

5/09/2015

Moblan

6/09/2011

2331202

41.35

5/09/2015

Moblan

6/09/2011

2331203

41.86

5/09/2015

Moblan

6/09/2011

2331204

31.55

5/09/2015

Moblan

6/09/2011

2331205

5.83

5/09/2015

Moblan

6/09/2011

2331206

31.73

5/09/2015

Moblan

6/09/2011

2331207

31.70

5/09/2015

Moblan

6/09/2011

2331208

22.94

5/09/2015

Moblan

22/02/2011

2331353

9.52

21/02/2015
21/02/2015

Moblan

22/02/2011

2331354

38.92

Moblan

22/02/2011

2331355

0.09

21/02/2015

Moblan

22/02/2011

2331356

14.49

21/02/2015
21/02/2015

Moblan

22/02/2011

2331357

51.21

Moblan

22/02/2011

2331358

43.02

21/02/2015

Moblan

22/02/2011

2331359

12.15

21/02/2015
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t

tonnes

Proved and Probable:

%

g/t

Probable Ag

t

Probable tonnes

Probable Pb

g/t

%

Proved Zn

%

Proved Ag

t

Proved Pb

Unit

Proved tonnes

Category

713,100

578,040

557,057

6.1

49

4.8

11,701,529

5.1

41

3.8

6,361,403

7.3

59

5.9

5,340,126

Total

APPENDIX E

29,895

13,994

16,931

7.0

33

3.9

428,891

6.9

33

4.0

374,189

7.7

32

3.9

54,702

1 Lens

122,039

156,354

133,464

6.0

77

6.6

2,029,803

5.7

68

5.7

1,220,219

6.5

91

7.9

809,585

2 Lens
Excluding
Pillars

147,979

147,008

170,235

8.3

83

9.6

1,776,699

6.7

68

7.7

430,932

8.8

88

10.2

1,345,767

Pillars

149,565

83,002

83,500

5.5

31

3.1

2,698,900

4.8

29

2.8

1,407,720

6.3

32

3.5

1,291,180

A Lode

150,846

107,451

91,328

6.4

45

3.9

2,364,256

4.8

44

3.7

1,136,388

7.9

47

4.0

1,227,868

B Lode

50,089

26,662

25,956

4.5

24

2.3

1114,271

4.2

23

2.2

930,742

5.8

29

3.1

183,529

C Lode
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21,465

13,362

11,188

5.9

37

3.1

364,331

5.5

30

2.4

196,233

6.3

45

3.9

168,098

Southern A
Lode

11,304

7,293

4,495

4.8

31

1.9

235,129

4.4

32

2.0

198,438

7.0

25

1.3

36,690

South-east
A Lode
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29,919

22,914

19,958

4.3

33

2.9

689,250

3.7

33

2.7

466,544

5.8

34

3.2

222,706

Western A
Lode

Ernst & Young Building
11 Mounts Bay Road
Perth WA 6000 Australia
GPO Box M939 Perth WA 6843

Tel: +61 8 9429 2222
Fax: +61 8 9429 2636
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PART 2 - FINANCIAL SERVICES GUIDE
1.

Ernst & Young Transaction Advisory Services

Ernst & Young Transaction Advisory Services Limited (“Ernst & Young Transaction Advisory
Services” or “we,” or “us” or “our”) has been engaged to provide general financial product
advice in the form of an Independent Expert’s Report (“Report”) in connection with a financial
product of another person. The Report is set out in Part 1.
2.

Financial Services Guide

This Financial Services Guide (“FSG”) provides important information to help retail clients make
a decision as to their use of the general financial product advice in a Report, information about
us, the financial services we offer, our dispute resolution process and how we are remunerated.
3.

Financial services we offer

We hold an Australian Financial Services Licence which authorises us to provide the following
services:
►

financial product advice in relation to securities, derivatives, general insurance, life
insurance, managed investments, superannuation, and government debentures, stocks and
bonds; and

►

arranging to deal in securities.

4.

General financial product advice

In our Report we provide general financial product advice. The advice in a Report does not take
into account your personal objectives, financial situation or needs.
You should consider the appropriateness of a Report having regard to your own objectives,
financial situation and needs before you act on the advice in a Report. Where the advice relates
to the acquisition or possible acquisition of a financial product, you should also obtain an offer
document relating to the financial product and consider that document before making any
decision about whether to acquire the financial product.
We have been engaged to issue a Report in connection with a financial product of another
person. Our Report will include a description of the circumstances of our engagement and
identify the person who has engaged us. Although you have not engaged us directly, a copy of
the Report will be provided to you as a retail client because of your connection to the matters on
which we have been engaged to report.

÷ i

5.

Remuneration for our services

We charge fees for providing Reports. These fees have been agreed with, and will be paid by, the
person who engaged us to provide a Report. Our fees for Reports are based on a time cost or
fixed fee basis. Our directors and employees providing financial services receive an annual
salary, a performance bonus or profit share depending on their level of seniority. The estimated
fee for this Report is $150,000 (exclusive of GST).
Ernst & Young Transaction Advisory Services is ultimately owned by Ernst & Young, which is a
professional advisory and accounting practice. Ernst & Young may provide professional services,
including audit, tax and financial advisory services, to the person who engaged us and receive
fees for those services.
Except for the fees and benefits referred to above, Ernst & Young Transaction Advisory Services,
including any of its directors, employees or associated entities should not receive any fees or
other benefits, directly or indirectly, for or in connection with the provision of a Report.
6.

Associations with product issuers

Ernst & Young Transaction Advisory Services and any of its associated entities may at any time
provide professional services to financial product issuers in the ordinary course of business.
7.

Responsibility

The liability of Ernst & Young Transaction Advisory Services, if any, is limited to the contents of
this Financial Services Guide and the Report.
8.

Complaints process

As the holder of an Australian Financial Services Licence, we are required to have a system for
handling complaints from persons to whom we provide financial services. All complaints must be
in writing and addressed to the AFS Compliance Manager or Chief Complaints Officer and sent to
the address below. We will make every effort to resolve a complaint within 30 days of receiving
the complaint. If the complaint has not been satisfactorily dealt with, the complaint can be
referred to the Financial Ombudsman Service Limited.
9.

Compensation Arrangements

The Company and its related entities hold Professional Indemnity insurance for the purpose of
compensation should this become relevant. Representatives who have left the Company’s
employment are covered by our insurances in respect of events occurring during their
employment. These arrangements and the level of cover held by the Company satisfy the
requirements of section 912B of the Corporations Act 2001.
Contacting
Ernst
&
Young
Transaction Advisory Services

Contacting
Scheme:

the

Independent

Dispute

Resolution

AFS Compliance Manager
Ernst & Young
680 George Street
Sydney NSW 2000

Financial Ombudsman Service Limited
PO Box 3
Melbourne VIC 3001 Telephone: 1300 78 08 08

Telephone: (02) 9248 5555

This Financial Services Guide has been issued in accordance with ASIC Class Order CO 04/1572.
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SCHEME IMPLEMENTATION AGREEMENT
DETAILS
Name

Zhongjin Lingnan Mining (HK) Company Limited

Address

Rm 1809-1812, 18 Floor

Zhongjin

th

Tower 2, Admiralty Centre
18 Harcourt Road, Hong Kong

Name

Perilya Limited

ABN

85 009 193 695
Level 8

Address

Perilya

251 Adelaide Terrace
PERTH WA 6000

BACKGROUND
A

Perilya and Zhongjin have agreed to effect a transaction by means of a scheme of
arrangement under Part 5.1 of the Corporations Act between Perilya and the Scheme
Shareholders, pursuant to which Zhongjin will acquire all of the Scheme Shares (and Perilya
will become a wholly-owned subsidiary of Zhongjin), in accordance with the terms of this
agreement.

B

Perilya intends to propose the Scheme to the Scheme Shareholders and issue the Scheme
Booklet.

C

Perilya and Zhongjin have agreed in good faith to implement the Scheme upon the terms
and conditions of this agreement.

1.

DEFINITIONS AND INTERPRETATION

1.1

Definitions
These meanings apply unless the contrary intention appears:
Accounting Standards means:
(a)

accounting standards as that term is defined in the Corporations Act; and

(b)

to the extent not inconsistent with paragraph (a) above generally accepted
Australian accounting principles which are consistently applied.

ASIC means the Australian Securities & Investments Commission.
ASX means ASX Limited or, as the context requires, the financial market operated by it.
Business Day means a day other than a Saturday, Sunday or public holiday in Perth,
Western Australia.
Claim includes any allegation, debt, cause of action, liability, claim, proceeding, suit or
demand of any nature whatsoever however arising and whether present or future, fixed or
unascertained, actual or contingent, whether at law, in equity, under statute or otherwise.
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Competing Proposal means a transaction which, if completed, would mean a person (other
than Zhongjin or its Related Bodies Corporate (other than Perilya and its Subsidiaries))
would:
(a)

directly or indirectly, acquire an interest, a Relevant Interest in or become the
holder of:
(i)

more than 25% of the Shares or more than 50% of the shares in any of
Perilya’s material subsidiaries; or

(ii)

the whole or a material part of the business or property of Perilya or any
of its material subsidiaries;

(b)

acquire control of Perilya, within the meaning of section 50AA of the Corporations
Act; or

(c)

otherwise acquire or merge (including by way of a reverse takeover bid or dual
listed companies structure) with Perilya.

For the purposes of paragraph (a)(i) above, a Subsidiary of Perilya will be a material
subsidiary if:
(a)

the business or property of the Subsidiary represents 50% or more of the
consolidated net profit after tax of Perilya; or

(b)

the business or property of the Subsidiary represents 50% or more of the total
consolidated assets of Perilya.

For the purposes of paragraph (a)(ii) above, the acquisition of an interest in the business or
property of Perilya or any of its Subsidiaries will be material if:
(a)

the relevant business or property represents 50% or more of the consolidated net
profit after tax of Perilya; or

(b)

the relevant business or property represents 50% or more of the total consolidated
assets of Perilya.

Conditions Precedent means the conditions precedent set out in clause 3.1.
Confidentiality Letter means the letter from Zhongjin to Perilya dated 13 August 2013.
Corporations Act means the Corporations Act 2001 (Cth).
Counterproposal has the meaning given to that term in clause 12.6(b).
Court means the Federal Court of Australia or such other court agreed by the parties.
Deed Poll means the Deed Poll in the form set out in Annexure B (or such other form as
agreed between Zhongjin and Perilya) pursuant to which Zhongjin will covenant in favour of
the Scheme Shareholders to perform its obligations under the Scheme.
Effective means the coming into effect, under section 411(10) of the Corporations Act, of the
order of the Court made under section 411(4)(b) (and, if applicable, section 411(6)) in
relation to the Scheme.
Effective Date means the date on which the Scheme becomes Effective.
Encumbrance means any mortgage, lien, charge, pledge, assignment by way of security,
security interest, title retention, preferential right or trust arrangement, Claim, covenant, profit
a prendre, easement or any other security arrangement or any other arrangement having the
same effect.
Excluded Shareholders means the holders of Excluded Shares.
Excluded Shares means any Shares held by, or by any person on behalf of or for the
benefit of, Zhongjin or any of its Related Bodies Corporate.
First Court Date means the date of the hearing by the Court of the application to order the
convening of the Scheme Meeting pursuant to section 411(1) of the Corporations Act.
Government Agency means any governmental, semi-governmental, administrative, fiscal,
judicial or quasi-judicial body, department, commission, authority, tribunal, agency or entity.
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GST means the goods and services tax as defined in the A New Tax System (Goods and
Services Tax) Act 1999 or any like tax.
Implementation means the implementation of the Scheme, upon it becoming Effective.
Implementation Date means the date that is the third Business Day after the Record Date.
Independent Expert means Ernst & Young or, failing their ability or preparedness to act as
independent expert, such other reputable and qualified expert nominated by Perilya and
approved by Zhongjin, such approval not to be unreasonably withheld or delayed.
Independent Expert’s Report means a report prepared by the Independent Expert, stating
whether or not in its opinion the Scheme is in the best interests of Scheme Shareholders and
setting out the Independent Expert’s reasons for that opinion.
Independent Perilya Board means the Perilya Board other than the Zhongjin Nominee
Directors.
Insolvent means:
(a)

in respect of a person:
(i)

an administrator being appointed to the person;

(ii)

the person resolving to appoint a controller or analogous person to the
person or any of the person's property;

(iii)

an application being made to a court for an order to appoint a controller,
provisional liquidator, trustee for creditors or in bankruptcy or analogous
person to the person or any of the person's property;

(iv)

an appointment of the kind referred to in subparagraph (c) being made
(whether or not following a resolution or application);

(v)

the holder of a security interest (excluding a security interest that arises in
the ordinary course of business pursuant to a retention of title
arrangement or a lien that arises by operation of law), or any agent on its
behalf, appointing a controller or taking possession of any of the person's
property;

(vi)

the person being taken under section 459F(1) of the Corporations Act to
have failed to comply with a statutory demand;

(vii)

an application being made to a court for an order for its winding up;

(viii)

an order being made, or the person passing a resolution, for its winding
up;

(ix)

the person:
(A)

suspending payment of its debts, ceasing (or threatening to
cease) to carry on all or a material part of its business, stating
that it is unable to pay its debts or being or becoming otherwise
insolvent; or

(B)

being unable to pay its debts or otherwise insolvent;

(x)

a court or other authority enforcing any judgment or order against the
person for the payment of money or the recovery of any property; or

(xi)

any analogous event under the laws of any applicable jurisdiction,

unless this takes place as part of a solvent reconstruction, amalgamation, merger
or consolidation that has been approved by the other party; and
(b)
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in addition to the matters detailed in (a) in respect of a person subject to the laws of
the People’s Republic of China:
(i)

an enterprise legal person fails to clear off its debts as due;

(ii)

an enterprise legal person’s assets are not enough to pay off all the
debts;
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(iii)

an enterprise legal person is obviously incapable of clearing its debts;
and

(iv)

any other circumstance as prescribed in the Enterprise Bankruptcy Law
of the People’s Republic of China.

Listing Rules means the official listing rules of the ASX.
Loss means all damage, loss, cost, and expense (including legal costs and expenses) of
whatsoever nature or description but excluding any consequential or indirect losses,
economic losses or loss of profits.
Material Contract means the contracts set out in Schedule 3.
Native Title Act means the Native Title Act 1993 (Cth).
Officer means, in relation to any entity, any of its directors, officers and employees.
Participating Shareholders means each person who is registered in the Register as a
holder of a Share as at the Scheme Meeting Date, other than the Excluded Shareholders.
Perilya Board means the board of directors of Perilya.
Perilya Indemnified Parties means Perilya, each Subsidiary of Perilya, the directors and
employees of Perilya and the directors and employees of each Subsidiary of Perilya.
Perilya Material Adverse Change means any of the following:
(a)

an event, change, condition, matter or thing occurring;

(b)

information being disclosed or announced by Perilya or any of its Subsidiaries
concerning any event, change, condition, matter or thing; or

(c)

information concerning any event, change, condition, matter or thing becoming
known to Zhongjin (whether or not becoming public),

that has, will have or could reasonably be expected to have (either individually or when
aggregated with other matters, events or circumstances of a like kind):
(a)

a material adverse effect on Perilya’s business, assets, liabilities, financial or
trading position, profitability or prospects of Perilya and its Subsidiaries taken as a
whole; and

(b)

without limiting the generality of the above, the effect of diminishing the value of the
net assets of Perilya and its Subsidiaries by an amount of $38 million or more, as
compared to the value of the net assets of Perilya and its Subsidiaries set out in its
consolidated balance sheet as at 31 December 2012,

other than an event occurring after the date of this agreement which:
(a)

is required or permitted to be done or procured by Perilya or its Subsidiaries
pursuant to this agreement or the Scheme;

(b)

has been fairly disclosed pursuant to continuous disclosure obligations prior to the
date of this agreement; or

(c)

occurs with the prior written approval of Zhongjin.

Perilya Options means options to subscribe for Shares.
Perilya Performance Rights means performance rights issued under the Perilya
Performance Rights Plan.
Perilya Performance Rights Plan means the Perilya Long Term Incentive Plan approved
by Perilya Shareholders on 10 May 2012.
Perilya Prescribed Occurrence means the occurrence of any of the events set out in
Schedule 4 (other than as required or contemplated by this agreement or the Scheme, or
with the prior written consent of Zhongjin).
Perilya Shareholders means each person who is registered in the Register as a holder of a
Share.

1609078v18

4

Perilya Transaction Fees has the meaning given in section 13.2
Perilya Warranties means the representations and warranties of Perilya given under this
agreement.
Personal Information means information or an opinion (including information or an opinion
forming part of a database), whether true or not, and whether recorded in a material form or
not, about an individual whose identity is apparent, or can reasonably be ascertained, from
the information or opinion.
Record Date means 5:00pm on the date that is the fifth Business Day after the Effective
Date or any other date agreed by the parties.
Register means the register of members of Perilya.
Regulatory Approval means:
(a)

any approval, consent, authorisation, registration, filing, lodgement, permit,
franchise, agreement, notarisation, certificate, permission, licence, approval,
direction, declaration, authority or exemption from, by or with a Government
Agency; or

(b)

in relation to anything that would be fully or partly prohibited or restricted by law if a
Government Agency intervened or acted in any way within a specified period after
lodgement, filing, registration or notification, the expiry of that period without
intervention or action.

Related Body Corporate has the meaning given to that term in the Corporations Act.
Related Entity has the meaning given to that term in the Corporations Act.
Relevant Date means, in relation to a Condition Precedent, the date or time specified in this
agreement for its fulfilment or, if no date or time is specified, 8.00am on the Second Court
Date, subject, in either case, to extension under clause 3.6.
Relevant Interest has the meaning given to that term in the Corporations Act.
Representative of a party includes a Related Entity of that party and an employee, agent,
officer, director, auditor, adviser, financier or underwriter or proposed financier or underwriter
(and their advisers), partner, consultant, joint venturer, contractor or sub-contractor of that
party or of a Related Entity of that party.
Restriction Period means the period commencing on the date of this agreement and ending
on the earlier of:
(a)

the Effective Date; and

(b)

the date this agreement is terminated in accordance with its terms.

Scheme means a scheme of arrangement under Part 5.1 of the Corporations Act to be
proposed between Perilya and the Scheme Shareholders in the form set out in Annexure A
(or such other form as agreed between Zhongjin and Perilya, consistent with clause 4).
Scheme Booklet means a booklet containing information about the Scheme to be approved
by the Court and sent to Perilya Shareholders, and includes the Scheme, an explanatory
statement under section 412 of the Corporations Act, the Independent Expert’s Report, and
a notice of meeting and proxy form.
Scheme Consideration means, in respect of each Scheme Share, $0.35 cash.
Scheme Meeting means the meeting of Perilya Shareholders, to be convened pursuant to a
Court order under section 411(1) of the Corporations Act, to consider the Scheme and
includes any meeting convened following any adjournment or postponement of the meeting.
Scheme Meeting Date means the date of the Scheme Meeting.
Scheme Order means the order of the Court made for the purposes of section 411(4)(b) of
the Corporations Act in relation to the Scheme.
Scheme Share means a Share on issue at the Record Date other than the Excluded
Shares.
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Scheme Shareholder means each person who is registered in the Register as a holder of a
Scheme Share as at the Record Date.
Second Court Date means the first day on which the Court hears the application for its
approval of the Scheme under section 411(4)(b) of the Corporations Act or, if the application
is adjourned or subject to appeal for any reason, the first day on which the adjourned or
appealed application is heard.
Share means a fully paid ordinary share in the capital of Perilya.
Subsidiary of an entity means another entity which is a subsidiary of the first within the
meaning of part 1.2 division 6 of the Corporations Act, or is a subsidiary or otherwise
controlled by the first within the meaning of any approved accounting standard.
Sunset Date means the date which is six months after the date of this agreement (or such
other date as the parties may agree).
Superior Proposal for Perilya means a Competing Proposal (or any variation thereof) that
in the determination of the Independent Perilya Board acting in good faith and in order to
satisfy their fiduciary and statutory duties (as confirmed by a legal opinion from Perilya’s
Australian lawyers):
(a)

is reasonably capable of being valued and completed, taking into account both the
nature of the Competing Proposal and the person or persons making it; and

(b)

is more favourable to Scheme Shareholders than the Transaction, taking into
account all terms and conditions of the Competing Proposal,

provided that an independent financial adviser has provided written opinion to the directors
of Perilya which supports the determination of the matters in paragraphs (a) and (b) above.
Timetable means the timetable set out in Schedule 1, subject to any modification agreed in
writing by the parties.
Transaction means:
(a)

the acquisition by Zhongjin of all of the Scheme Shares through the implementation
of the Scheme; and

(b)

the cancellation of the Perilya Options;

(c)

the vesting and exercise of Perilya Performance Rights under the Perilya
Performance Rights Plan,

as contemplated by this agreement.
Transaction Documents means:
(a)

this agreement;

(b)

the Confidentiality Letter;

(c)

the Scheme;

(d)

the Deed Poll;

(e)

the Scheme Booklet; and

(f)

any other document agreed by the parties as being a transaction document.

Treasurer means the Treasurer of the Commonwealth of Australia.
Zhongjin Indemnified Parties means Zhongjin, each Related Body Corporate of Zhongjin
(other than Perilya and its Subsidiaries), the directors and employees of Zhongjin and the
directors and employees of each Related Body Corporate of Zhongjin (other than Perilya and
its Subsidiaries).
Zhongjin Information means such information within the knowledge of Zhongjin (after
making reasonable inquiry) regarding Zhongjin and its Related Bodies Corporate required by
law and by Regulatory Authorities to enable the Scheme Booklet to be prepared and
completed in accordance with all applicable laws.
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Zhongjin Nominee Directors means Mr Shuijian Zhang (Non-Executive Chairman of
Perilya), Mr Wen Wang (Non-Executive Director of Perilya) and Mr Minzhi Han (Executive
Director of Perilya).
Zhongjin Transaction Fees has the meaning given in section 13.3.
Zhongjin Warranties means the representations and warranties of Zhongjin given under
this agreement.

1.2

Interpretations
Unless the contrary intention appears, a reference in this agreement to:
(a)

a document (including this agreement) includes any variation or replacement of it;

(b)

a clause, annexure or schedule is a reference to a clause in or annexure or
schedule to this agreement;

(c)

a statute, ordinance, code or other law includes regulations and other instruments
under it and consolidations, amendments, re-enactments or replacements of any of
them;

(d)

a word or a phrase which is defined in the Corporations Act will have the same
meaning given to that word or phrase in the Corporations Act;

(e)

the singular includes the plural and vice versa;

(f)

the word “person” includes an individual, a firm, a body corporate, a partnership, a
joint venture, an unincorporated body or association, or any Government Agency;

(g)

a particular person includes a reference to the person’s executors, administrators,
successors, substitutes (including persons taking by novation) and assigns;

(h)

an agreement, representation or warranty in favour of two or more persons is for
the benefit of them jointly and each of them individually;

(i)

a group of persons or things is a reference to any two or more of them jointly and
to each of them individually;

(j)

Australian dollars, dollars, A$ or $ is a reference to the lawful currency of Australia;

(k)

USD is a reference to the lawful currency of the United States of America;

(l)

if a period of time dates from a given day or the day of an act or event, it is to be
calculated exclusive of that day;

(m)

a day is to be interpreted as the period of time commencing at midnight and ending
24 hours later;

(n)

a reference to time is a reference to time in Perth, Western Australia;

(o)

an accounting term is a reference to that term as it is used in accounting standards
under the Corporations Act, or, if not inconsistent with those standards, in
accounting principles and practices generally accepted in Australia;

(p)

the words “include”, “including”, “for example” or “such as” are not used as, nor are
they to be interpreted as, words of limitation, and, when introducing an example, do
not limit the meaning of the words to which the example relates to that example or
examples of a similar kind;

(q)

if an event under this agreement must occur on a stipulated day which is not a
Business Day then the stipulated day will be taken to be the next Business Day;
and

(r)

a reference to a party using its best endeavours does not include a reference to
that party paying money (except immaterial amounts payable to advisers and
similar expenses) or providing other valuable consideration to or for the benefit of
any person and an obligation on a party to use its best endeavours does not oblige
that party to pay money (except immaterial amounts payable to advisers and
similar expenses) or provide other valuable consideration to or for the benefit of
any person.
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1.3

Headings
Headings are for convenience only and do not affect the interpretation of this agreement.

2.

AGREEMENT TO PROCEED

2.1

Agreement to proceed with Scheme
Perilya agrees to propose the Scheme in accordance with this agreement and the
Corporations Act, under which (subject to the Scheme becoming Effective) all of the Scheme
Shares will be transferred to Zhongjin, and Scheme Shareholders become entitled to receive
the Scheme Consideration for each Scheme Share.

2.2

Implementation of Transaction
Each party agrees to execute all documents and do all acts and things within its power as
may be necessary or desirable for the implementation and performance of the Transaction
substantially in accordance with this agreement, and, in particular, must comply with its
obligations pursuant to this agreement.

2.3

Timetable
Each party agrees to use its best endeavours to complete its obligations in this agreement
substantially in accordance with the Timetable.

3.

CONDITIONS PRECEDENT

3.1

Conditions Precedent
The Scheme will not become Effective and Zhongjin will not be required to pay or procure
the payment of the Scheme Consideration under clause 4.2 unless each of the following
conditions is satisfied, or waived in accordance with clause 3.3:
Conditions for the benefit of Zhongjin and Perilya
(a)

(b)
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prior to 8.00am on the Second Court Date, one of the following occurs:
(i)

the Treasurer or his agent advises Zhongjin to the effect that there are no
objections to the acquisition of up to all the Scheme Shares by Zhongjin
(by any means permitted by the Corporations Act) in terms of the
Commonwealth Government’s foreign investment policy; or

(ii)

no order is made in relation to the Transaction under section 22 of the
Foreign Acquisitions and Takeovers Act 1975 (Cth) (FATA) within a
period of 40 days after Zhongjin has notified the Treasurer that it
proposes to acquire Scheme Shares in accordance with the Transaction,
and no notice is given by the Treasurer to Zhongjin during that period to
the effect that there are any objections to the acquisition of the Scheme
Shares by Zhongjin (by any means permitted by the Corporations Act) in
terms of the Commonwealth Government’s foreign investment policy; or

(iii)

where an order is made under section 22 of the FATA, a period of 90
days has expired after the order comes into operation and no notice has
been given by the Treasurer to Zhongjin during that period to the effect
that there are any objections to the acquisition of the Scheme Shares by
Zhongjin (by any means permitted by the Corporations Act) in terms of
the Commonwealth Government’s foreign investment policy;

prior to 8.00am on the Second Court Date, Zhongjin receives all approvals,
consents and authorisations as required in connection with the Transaction from:
(i)

the Guangdong Development and Reform Commission of the People’s
Republic of China;

(ii)

the State Administration of Foreign Exchange; and

(iii)

the Ministry of Commerce of the People’s Republic of China;
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(c)

prior to 8.00am on the Second Court Date, ASIC and the ASX issue or provide
such consents, waivers or approvals, or do such other acts as are necessary, to
permit the Transaction and such consents, waivers or approvals are not withdrawn,
including in the case of ASIC, providing a statement required under section
411(17)(b) of the Corporations Act;

(d)

prior to 8.00am on the Second Court Date, all other Regulatory Approvals required
to implement the Scheme being granted or obtained and those Regulatory
Approvals not being withdrawn;

(e)

prior to 8.00am on the Second Court Date, Zhongjin receives a waiver from each
person who is entitled to exercise any right under any provision of a Material
Contract that entitles the person to terminate or modify the contract as a result of
the entry into this agreement by Perilya or the implementation of the Scheme or the
Transaction, in each case on an unconditional basis or on conditions satisfactory to
Zhongjin in its absolute discretion;

(f)

no temporary restraining order, preliminary or permanent injunction or other order
issued by any court of competent jurisdiction or other legal restraint or prohibition is
in effect at 8.00am on the Second Court Date which prevents the Implementation
of the Scheme;

(g)

a resolution in favour of the Scheme is passed by the requisite majority of
Participating Shareholders at the Scheme Meeting under section 411(4)(a)(ii) of
the Corporations Act;

(h)

the Court makes orders under section 411(4)(b) of the Corporations Act approving
the Scheme;

(i)

an office copy of the Court orders approving the Scheme is lodged with ASIC
under section 411(10) of the Corporations Act;

Conditions for the benefit of Zhongjin alone
(j)

from the date of this agreement until 8:00am on the Second Court Date, no Perilya
Material Adverse Change occurs or becomes apparent;

(k)

from the date of this agreement until 8.00am on the Second Court Date, no Perilya
Prescribed Occurrence occurs;

(l)

the Perilya Warranties that are qualified as to materiality are true and correct, and
the Perilya Warranties that are not so qualified are true and correct in all material
respects, in each case as at the date of this agreement and as at 8.00am on the
Second Court Date as though made on and as of that time, except to the extent
that any representation or warranty expressly relates to an earlier date (in which
case as of such date);

(m)

before 8.00am on the Second Court Date all outstanding Options and Perilya
Performance Rights:
(i)

have vested and been exercised;

(ii)

are either cancelled; or

(iii)

are otherwise dealt with as is agreed between the parties including in
accordance with clause 6.8 or 6.9 (as the case may be);

(n)

the price of lead as quoted on the London Metal Exchange does not fall and
remain below USD1700 per metric tonne for 5 (five) consecutive London Metal
Exchange “trading days” from the date of this agreement until 8.00am on the
Second Court Date;

(o)

the price of zinc as quoted on the London Metal Exchange does not fall and remain
below USD1500 per metric tonne for 5 (five) consecutive London Metal Exchange
“trading days” from the date of this agreement until 8.00am on the Second Court
Date;

(p)

the price of copper as quoted on the London Metal Exchange does not fall and
remain below USD6000 per metric tonne for 5 (five) consecutive London Metal
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Exchange “trading days” from the date of this agreement until 8.00am on the
Second Court Date;
Conditions for the benefit of Perilya alone

3.2

(q)

the Independent Expert’s Report concludes that the Scheme is in the best interests
of Scheme Shareholders before the date on which the Scheme Booklet is
registered by ASIC under the Corporations Act and the Independent Expert does
not change that conclusion or withdraw its report prior to 8.00am on the Second
Court Date;

(r)

the Zhongjin Warranties that are qualified as to materiality are true and correct, and
the Zhongjin Warranties that are not so qualified are true and correct in all material
respects, in each case as at the date of this agreement and as at 8.00am on the
Second Court Date as though made on and as of that time, except to the extent
that any representation or warranty expressly relates to an earlier date (in which
case as of such date).

Benefit of Conditions Precedent
The Conditions Precedent in:

3.3

3.4

(a)

clauses 3.1(a) to 3.1(i) are for the benefit of both parties;

(b)

clauses 3.1(j) to 3.1(p) are for the benefit of Zhongjin alone; and

(c)

clauses 3.1(q) and 3.1(r) are for the benefit of Perilya alone.

Waiver of Conditions Precedent
(a)

If a Condition Precedent is for the benefit of one party only, only that party may, in
its sole and absolute discretion, waive the breach or non-fulfilment of that Condition
Precedent.

(b)

Subject to clause 3.3(c), if a Condition Precedent is for the benefit of both parties,
the breach or non-fulfilment of that Condition Precedent may be waived only by the
consent of both parties.

(c)

Clauses 3.1(f), 3.1(g) and 3.1(h) cannot be waived by either party.

(d)

A party entitled to waive a Condition Precedent under this clause 3.3 may do so in
its absolute discretion.

(e)

If a waiver by a party of a Condition Precedent is itself conditional and the other
party accepts the condition, the terms of that condition apply accordingly. If the
other party does not accept a conditional waiver of the Condition Precedent, the
Condition Precedent has not been waived.

(f)

If a party waives the breach or non-fulfilment of any of the Conditions Precedent,
that waiver will not preclude it from suing the other party for any breach of this
agreement, including a breach that resulted in the non-fulfilment of the Condition
Precedent that was waived.

(g)

Unless specified in the waiver, a waiver of the breach or non-fulfilment of any
Condition Precedent will not constitute:
(i)

a waiver of breach or non-fulfilment of any other Condition Precedent
resulting from events or circumstances giving rise to the breach or nonfulfilment of the first Condition Precedent; or

(ii)

a waiver of breach or non-fulfilment of that Condition Precedent resulting
from any other event or circumstance.

Fulfilment of each Condition Precedent
Each party must use its best endeavours to procure that
(a)
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each of the Conditions Precedent is satisfied as soon as practicable after the date
of this agreement in accordance with the Timetable, and/or continues to be
satisfied until the last time it is to be satisfied (as the case may require); and
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(b)

3.5

there is no event or circumstance within the reasonable control or influence of that
party that would prevent the Conditions Precedent being satisfied.

Notification
Each party must:

3.6

(a)

promptly and reasonably inform the other either directly or through its agents of the
steps it has taken and of its progress towards satisfaction of the Conditions
Precedent;

(b)

promptly notify the other party of the fulfilment of a Condition Precedent;

(c)

keep the other party informed of any material developments of which it becomes
aware in relation to a Condition Precedent, including any circumstances which may
result in any Condition Precedent not being satisfied in accordance with its terms;
and

(d)

after having given or received a notice in accordance with clause 3.5(c) in relation
to a Condition Precedent that it is entitled under clause 3.3 to waive, give notice to
the other party as soon as possible (and in any event no later than five Business
Days or such shorter time to ensure that notice is given before 5.00pm on the last
Business Day before the Second Court Date) as to whether or not it waives the
breach or non-fulfilment of the relevant Condition Precedent, specifying the
Condition Precedent in question.

Consultation on failure of Conditions Precedent
If a Condition Precedent has not been fulfilled or waived by the Relevant Date or there is an
occurrence that will prevent a Condition Precedent being satisfied by the Sunset Date, the
parties must consult in good faith to determine whether:
(a)

the Transaction may proceed by alternative means and, if so, to agree on the
terms of such alternative means or methods;

(b)

to extend the Relevant Date or the Sunset Date, or both; or

(c)

to change the date of the application to be made to the Court for the Scheme Order
or adjourning that application (as applicable) to another date agreed by the parties.

Any discussions between the parties under this clause 3.6 absent a valid variation to this
agreement in accordance with clause 15.12 shall not affect the parties respective rights or
obligations under this agreement.

3.7

Failure to agree
Either party may terminate this agreement at any time with immediate effect by written notice
to the other party if:

3.8

(a)

a Condition Precedent is not satisfied or waived in accordance with clause 3.3, or
becomes incapable of being satisfied and is not waived in accordance with clause
3.3, on or by the Sunset Date; and

(b)

the parties do not agree to waive that Condition Precedent under clause 3.3,
provided that the party seeking to terminate this agreement has complied with its
obligations under this agreement.

Certificate
(a)

Perilya and Zhongjin must each provide the Court at the hearing on the Second
Court Date with a certificate confirming that all of the Conditions Precedent (other
than clauses 3.1(h) and 3.1(i)) have been satisfied or waived in accordance with
the terms of this agreement.

(b)

The giving of the certificate by each of Zhongjin and Perilya under clause 3.8(a)
will be in the absence of manifest error, be conclusive evidence of the satisfaction
or waiver of the Conditions Precedent referred to in the certificate.
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4.

SCHEME

4.1

Scheme
Perilya must propose the Scheme in accordance with this agreement and the Corporations
Act under which, subject to the Scheme becoming Effective:

4.2

(a)

all of the Scheme Shares held by Scheme Shareholders will be transferred to
Zhongjin on the Implementation Date; and

(b)

in exchange for the transfer of their Scheme Shares, the Scheme Shareholders will
be entitled to receive the Scheme Consideration, for each Scheme Share.

Scheme Consideration
Zhongjin covenants in favour of Perilya (in its own right and separately as trustee or nominee
for each of the Scheme Shareholders) that, subject to the Scheme becoming Effective, in
consideration of the transfer to Zhongjin of the Scheme Shares held by a Scheme
Shareholder under the terms of the Scheme, Zhongjin will pay or procure the payment of the
Scheme Consideration to that Scheme Shareholder on the Implementation Date.

4.3

Conditions
(a)

Except as ordered by the Court pursuant to section 411(6) of the Corporations Act,
the Scheme will not be conditional upon any matters other than those stated in
clause 3.1.

(b)

Perilya must not consent to any modification of, or amendment to, or the making or
imposition by the Court of any condition in respect of, the Scheme without the prior
written consent of Zhongjin (which consent will not be unreasonably withheld or
delayed).

5.

SCHEME BOOKLET

5.1

Preparation of Scheme Booklet
As soon as practicable after the date of this agreement, Perilya must prepare, and subject to
approval by the Court, dispatch the Scheme Booklet in accordance with all applicable laws
(including the Corporations Act and Corporations Regulations 2001 (Cth), any and all
applicable ASIC regulatory guides and the Listing Rules) and containing:
(a)

the explanatory statement pursuant to section 412 of the Corporations Act;

(b)

the Independent Expert’s Report;

(c)

the Scheme;

(d)

a notice of meeting and proxy form; and

(e)

a statement that:
(i)

the Independent Perilya Board unanimously recommends the approval of
the Scheme; and

(ii)

each member of the Independent Perilya Board intends to vote or cause
the voting of any shares in which they have a Relevant Interest in favour
of the Scheme,

in each case in the absence of a Superior Proposal for Perilya.

5.2

Zhongjin Information
(a)
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Zhongjin must prepare and provide to Perilya:
(i)

the Zhongjin Information for inclusion in the Scheme Booklet (including,
subject to compliance by Perilya with its obligations under clause 5.4,
consenting to the form and context in which the Zhongjin Information
appears in the Scheme Booklet); and

(ii)

any information about Zhongjin which Perilya reasonably requests,
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in reasonable time to enable Perilya to prepare the final form of the Scheme
Booklet in accordance with this agreement.
(b)

5.3

5.4

Zhongjin must ensure that the Zhongjin Information is not misleading or deceptive
in any material respect including because of an omission.

Perilya Information
(a)

Perilya must prepare and provide to Zhongjin such information as Zhongjin
reasonably requires to prepare the Zhongjin Information for inclusion in the
Scheme Booklet.

(b)

Perilya must ensure that the Scheme Booklet is, as at the date of dispatch to
Perilya Shareholders, not misleading or deceptive in any material respect including
because of an omission (other than in relation to the Zhongjin Information).

Consultation
Perilya must:

5.5

(a)

make available to Zhongjin such drafts of the Scheme Booklet as are reasonably
requested by Zhongjin, including all drafts of the Independent Expert’s Report (and
any other specialist report) received by Perilya;

(b)

provide to Zhongjin a revised draft of the Scheme Booklet within a reasonable time
before the Scheme Booklet is finalised to enable Zhongjin to review the Scheme
Booklet at least three Business Days before its submission to ASIC;

(c)

consult with Zhongjin in good faith in relation to the content of those drafts
(including inclusion of any Zhongjin Information);

(d)

obtain the written consent from Zhongjin for the form and context in which any
Zhongjin Information appears in the Scheme Booklet; and

(e)

consider in good faith any comments by Zhongjin in relation to the contents of the
documents referred to in clause 5.4(a) but Perilya reserves the right to determine,
in good faith as it sees fit, any dispute as to the contents of the Scheme Booklet
(other than any dispute as to the Zhongjin Information, which will be determined by
Zhongjin in good faith as it sees fit).

Zhongjin supplementary information
Zhongjin must provide Perilya any further or new information which may arise after the
Scheme Booklet has been dispatched which may be necessary to ensure that, so far as
Zhongjin is aware (after having made reasonable enquiries), the Scheme Booklet does not
contain any Zhongjin Information which is misleading or deceptive in any material respect
including because of an omission.

5.6

Updating the Scheme Booklet
Perilya must provide Perilya Shareholders with any further or new information which may
arise after the Scheme Booklet has been dispatched until the Scheme Meeting Date which is
material to Participating Shareholders in deciding whether to approve the Scheme or may be
necessary to ensure that, so far as Perilya is aware (after having made reasonable
enquiries), the Scheme Booklet:
(a)

does not contain any material statement which is misleading or deceptive in any
material respect including because of an omission; and

(b)

complies with all applicable laws (including the Corporations Act),

provided that, prior to providing any such information to Perilya Shareholders, it provides
such information to Zhongjin and agrees with Zhongjin in relation to the form and content of
that information and any other correspondence with Perilya Shareholders.

5.7

Verification
Each party agrees to undertake appropriate verification processes for the information
supplied by that party for inclusion in the Scheme Booklet.
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5.8

Disclosure of material correspondence
The parties must disclose to each other, as soon as practicable after it is received or sent, all
material correspondence between that party and any Government Agency in relation to the
Transaction following the execution of this agreement until the Implementation Date.

6.

IMPLEMENTATION

6.1

Independent Perilya Board recommendation
Perilya confirms that the Independent Perilya Board has (immediately prior to the execution
of this agreement) unanimously resolved, subject to the conclusions of the Independent
Expert and in the absence of a Superior Proposal for Perilya, that they will:

6.2

(a)

recommend to Participating Shareholders that they vote in favour of and approve
the Scheme;

(b)

actively support and promote the Scheme and the Transaction; and

(c)

not make or authorise any public statement or take any other action which would
suggest that the Scheme is not unanimously recommended by the Independent
Perilya Board.

Perilya’s obligations
Perilya must take all necessary steps to propose and Implement the Scheme as soon as
reasonably practicable substantially in accordance with the Timetable, including executing all
documents and doing all acts and things within its power as may be necessary or desirable
for the Implementation of the Scheme, and in particular:
(a)

immediately following execution of this agreement, releasing (and not withdrawing)
an announcement, in a form agreed between Zhongjin and Perilya that, in the
absence of:
(i)

a Superior Proposal for Perilya; or

(ii)

the Independent Expert giving an opinion that the Scheme is not in the
best interests of the Scheme Shareholders,

each member of the Independent Perilya Board:
(iii)

considers the Scheme to be in the best interests of Scheme
Shareholders and recommends to Scheme Shareholders that the
Scheme be approved;

(iv)

intends to vote or cause the voting of any Shares in which he has a
Relevant Interest in favour of the Scheme;

(b)

after consulting with Zhongjin, appointing the Independent Expert (and any other
specialist expert required) to advise on whether the Scheme is in the best interests
of Scheme Shareholders and providing all assistance and information reasonably
requested by the Independent Expert in connection with the preparation of the
Independent Expert’s Report for inclusion in the Scheme Booklet, and on receipt
providing Zhongjin with a copy of any draft of the Independent Expert’s Report (and
any other specialist report);

(c)

as soon as practicable after the preparation of an advanced draft of the Scheme
Booklet for review by ASIC, procuring that a meeting of the Independent Perilya
Board is convened to approve the Zhongjin Information in the Scheme Booklet as
being in a form appropriate for provision to ASIC for review;

(d)

as soon as practicable after the preparation of an advanced draft of the Scheme
Booklet suitable for review by ASIC, lodging a draft Scheme Booklet with ASIC in
accordance with section 411(2) of the Corporations Act;

(e)

following the lodgement of the draft of the Scheme Booklet with ASIC:
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(i)

liaising with ASIC during the period of its consideration of that draft of the
Scheme Booklet;

(ii)

keeping Zhongjin informed of any material matters raised by ASIC in
relation to the Scheme Booklet (and of any resolution of those matters),
and using all reasonable endeavours to resolve any such matters; and

(iii)

to the extent that Perilya is itself unable to resolve any matters raised by
ASIC in relation to the Scheme Booklet, or a matter raised by ASIC in
relation to the Scheme Booklet concerns the Zhongjin Information,
allowing Zhongjin to participate (including by attending meetings and
being involved in discussions) in Perilya’s liaisons with ASIC;

(f)

as soon as practicable after the conclusion of the review by ASIC of the draft
Scheme Booklet, procuring that a meeting of the Independent Perilya Board is
convened
to
approve
the
Scheme
Booklet
for
dispatch
to
Perilya Shareholders, subject to approval of the Court;

(g)

Regulatory Approvals:
(i)

taking all steps for which it is responsible as part of obtaining the
Regulatory Approvals, including responding to requests for information at
the earliest practicable time and attending meetings with any Government
Agency; and

(ii)

providing Zhongjin with all information reasonably requested by it in
connection with any applications for the Regulatory Approvals;

(h)

promptly after, and provided that the approvals in clause 6.2(g) have been
received, applying to the Court for orders directing Perilya to convene the Scheme
Meeting;

(i)

consult with Zhongjin in relation to the content of the documents required for the
purpose of the First Court Date and Second Court Date (including originating
process, affidavits, submissions and draft minutes of Court orders) and consider in
good faith, for the purpose of amending drafts of those documents, comments from
Zhongjin and its representatives on those documents;

(j)

applying to ASIC for a statement under section 411(17)(b) of the Corporations Act
stating that ASIC has no objections to the Scheme;

(k)

convening the Scheme Meeting in accordance with the Court orders pursuant to
section 411(1) of the Corporations Act;

(l)

request ASIC to register the explanatory statement relating to the Scheme in
accordance with section 412(6) of the Corporations Act;

(m)

dispatching the completed Scheme Booklet to Perilya Shareholders to satisfy any
notice period for the Scheme Meeting;

(n)

subject to the satisfaction or waiver of all Conditions Precedent (other than
clauses 3.1(h) and 3.1(i)), as soon as practicable after Shareholders have
approved the Scheme at the Scheme Meeting, applying to the Court for orders
approving the Scheme under section 411(4) of the Corporations Act substantially in
accordance with the Timetable;

(o)

if the Court makes orders approving the Scheme under section 411(4) of the
Corporations Act, as soon as practicable after those orders are made, notifying the
ASX of those orders;

(p)

if the Court makes orders approving the Scheme under section 411(4) of the
Corporations Act, as soon as practicable after those orders are made, lodging an
office copy of those orders with ASIC;

(q)

promptly providing all information about Scheme Shareholders to Zhongjin which
Zhongjin reasonably requires to provide the Scheme Consideration, in such form
as Zhongjin reasonably requires, including details of the names, registered
addresses and holdings of Shares of every Scheme Shareholder;
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6.3

(r)

determining who are the Scheme Shareholders and their entitlements to the
Scheme Consideration on the Record Date and providing that information to
Zhongjin in such form as Zhongjin may require;

(s)

executing proper instruments of transfer of and effecting and registering all
transfers of Scheme Shares on the Implementation Date in accordance with the
Scheme;

(t)

use its best endeavours to ensure that the Shares continue to be quoted on the
official list conducted by ASX up to, and including, the Effective Date;

(u)

allow, and not oppose, any application by Zhongjin for leave of the Court to be
represented, or the separate representation of Zhongjin by counsel, at the court
hearings on the First Court Date and the Second Court Date;

(v)

as soon as they become available, publish on its website the First Court Date,
Second Court Date, the date of the Scheme Meeting, and the text of all
announcements made to ASX in connection with the Transaction;

(w)

doing all other things within its power contemplated by or necessary to give effect
to the Scheme and any orders of the Court approving the Scheme; and

(x)

doing everything reasonably within its power to ensure that the Transaction is
effected in accordance with all applicable laws.

Zhongjin’s obligations
Zhongjin must take all necessary steps to propose and Implement the Scheme as soon as
reasonably practicable substantially in accordance with the Timetable, including executing all
documents and doing all acts and things within its power as may be necessary or desirable
for the Implementation of the Scheme, and in particular:

6.4

(a)

doing everything reasonably within its power to ensure that the Transaction is
effected in accordance with all applicable laws;

(b)

providing all assistance and information reasonably requested by the Independent
Expert in connection with the preparation of the Independent Expert’s Report for
inclusion in the Scheme Booklet;

(c)

participating in efforts reasonably required by Perilya to promote the Scheme,
including procuring Zhongjin directors to attend meetings with Perilya Shareholders
if requested by Perilya;

(d)

as soon as practicable after the preparation of an advanced draft of the Scheme
Booklet for review by ASIC, procuring that a meeting of the Zhongjin Board, or of a
committee of the Zhongjin Board appointed for the purpose, is convened to
approve the Zhongjin Information in the Scheme Booklet as being in a form
appropriate for provision to ASIC for review;

(e)

as soon as practicable after the conclusion of the review by ASIC of the draft
Scheme Booklet, procuring that a meeting of the Zhongjin Board, or of a committee
of the Zhongjin Board appointed for the purpose, is convened to approve the
Zhongjin Information in the Scheme Booklet;

(f)

prior to the First Court Date, executing the Deed Poll; and

(g)

if the Scheme becomes Effective, providing the Scheme Consideration in
accordance with clause 4.2 and the Deed Poll.

Court representation
(a)

Zhongjin must, if requested by Perilya, procure that it is represented at the
hearings held by the Court in relation to the Scheme at which, through its counsel,
Zhongjin will undertake (if requested by the Court) to do all such things and take all
such steps within its power as may be reasonably necessary in order to ensure the
fulfilment of its obligations under this agreement and the Scheme.

(b)

Zhongjin is entitled to separate representation at all Court proceedings relating to
the Scheme at its own cost.
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(c)

6.5

Court proceedings
(a)

6.6

Perilya must support any application by Zhongjin for leave of the Court to be
represented, or the separate representation of Zhongjin, at any hearing held by the
Court in relation to the Scheme, whether following a request by Perilya pursuant to
clause 6.4(a) or otherwise.

If the Court refuses to make an order pursuant to section 411(1) of the
Corporations Act for the convening of the Scheme Meeting or refuses to make an
order pursuant to section 411(4) of the Corporations Act approving the Scheme,
Perilya must, on receiving a written notice from Zhongjin, appeal the Court’s
decision unless:
(i)

in the opinion of senior counsel, who shall be jointly briefed on the matter
by Perilya and Zhongjin, such appeal is unlikely to succeed; or

(ii)

there is a Superior Proposal for Perilya.

(b)

Each of Zhongjin and Perilya must vigorously defend, or must cause to be
vigorously defended, any lawsuits or other claims or proceedings (including any
Takeovers Panel proceedings) brought against it (or any member of its Related
Bodies Corporate) challenging this agreement or the completion of the
Transaction. Neither Zhongjin nor Perilya may settle or compromise (or permit any
of its Related Bodies Corporate to settle or compromise) any claim brought in
connection with this agreement without the prior written consent of the other, such
consent not to be unreasonably withheld.

(c)

Any costs incurred as a result of the operation of this clause will be borne equally
by Zhongjin and Perilya.

Assistance of officers and advisors
Each party must procure that its Representatives work (including by attending meetings and
providing information) in good faith and in a timely and co-operative fashion with the other
party to satisfy that party’s obligations under this agreement in relation to the:

6.7

(a)

satisfaction of the Conditions Precedent;

(b)

implementation of the Transaction; and

(c)

preparation of all documents required relating to the Transaction.

Conduct of Perilya’s business
During the period from the date of this agreement until the Implementation Date, Perilya
must carry on its business, and must procure that each of its Subsidiaries carries on their
respective businesses, in the ordinary course and at arm’s length and on usual commercial
terms, substantially consistent (subject to any applicable laws, regulations and licence
conditions) with the manner in which, and at the locations at which, their respective
businesses have been carried on in the six (6) month period prior to the date of this
agreement. Without limiting the foregoing, Perilya must:
(a)

comply in all material respects with all applicable laws, regulations, licences,
permits and approvals; and

(b)

to the extent not inconsistent with clause 6.7(a), make all reasonable efforts to:
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(i)

preserve intact its current business organisation;

(ii)

keep available the services of its current officers;

(iii)

maintain all of its (and its Subsidiaries’) assets in good working order as
necessary to operate all aspects of its business;

(iv)

have in place, and maintain until the Implementation Date, insurance over
its (and its Subsidiaries’) assets and business at least to the same extent
as that in place at the date of this agreement; and
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(v)

(c)

6.8

where reasonably requested, consult with Zhongjin and provide updates as to the
progress of its business and activities.

Perilya Options
(a)

(b)

6.9

preserve its relationships with customers, suppliers, licensors, licensees,
regulators and others with whom they have business dealings, and retain
all key employees; and

Perilya must use its best endeavours to ensure that, by 8.00am on the Second
Court Date, either:
(i)

an agreement has been entered into with the holders of all Perilya
Options conditional on the Implementation of the Scheme on terms
acceptable to Zhongjin (acting reasonably); or

(ii)

all Perilya Options are vested and have been converted into Shares.

If, for any reason, any holders of Perilya Options have not dealt, or have not
agreed to deal with, its Perilya Options in accordance with clause 6.8(a) by the
date which is 7 Business Days before Perilya proposes to lodge the initial draft of
the Scheme Booklet with ASIC in accordance with the Timetable, the parties will
immediately meet, in good faith, to determine whether:
(i)

they wish to propose an option scheme contemporaneously with the
Scheme; or

(ii)

Zhongjin will undertake a compulsory acquisition under Chapter 6A of the
Corporations Act, of those Perilya Options.

Perilya Performance Rights
(a)

Perilya must use its best endeavours to ensure that all Perilya Performance Rights
become vested and are exercised in a manner such that the Shares issued
pursuant to their exercise are issued prior to the Record Date.

(b)

Perilya’s obligations under clause 6.9(a) include an obligation to vary the terms of
the Perilya Performance Rights Plan (in accordance with the terms of the plan), if
required, to effect the vesting and exercise of all Perilya Performance Rights such
that the Shares issued pursuant to their exercise are issued prior to the Record
Date.

7.

REPRESENTATIONS, WARRANTIES AND COVENANTS

7.1

Preliminary
(a)

(b)

7.2

Each of the representations and warranties of Perilya and Zhongjin in clauses 7.2
and 7.3 respectively are subject to:
(i)

any matter disclosed to ASX and ASIC; and

(ii)

any relevant information of which the other party or its Representatives
(other than its advisers) has actual knowledge.

Each of the representations and warranties of Perilya and Zhongjin in clauses 7.2
and 7.3 respectively is given, unless otherwise expressly stated, as at:
(i)

the date of this agreement;

(ii)

the date of the Scheme Meeting;

(iii)

8.00am on the Second Court Date; and

(iv)

on the Implementation Date.

Perilya’s representations and warranties
Perilya represents and warrants to Zhongjin that:
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(a)

it (and each of its Subsidiaries) is a corporation validly existing under the laws of its
jurisdiction of incorporation or formation;

(b)

it has the corporate power:
(i)

to enter into and perform its obligations under this agreement and carry
out the transactions contemplated by this agreement; and

(ii)

along with each of its Subsidiaries, to own assets and carry on its
business as it is now being conducted;

(c)

it has taken all necessary corporate action to authorise entry into this agreement
and has taken or will take all necessary corporate action to authorise the
performance of this agreement and to carry out the transactions contemplated by
this agreement;

(d)

this agreement constitutes legal, valid and binding obligations, enforceable against
it in accordance with its terms and neither the execution of this agreement nor the
carrying out by it of the transactions that it contemplates does or will:
(i)

contravene in any material respect a provision of a law or treaty or a
judgement, ruling order or decree of any Government Agency binding on
it or any of its assets; or

(ii)

contravene its constitution;

(e)

Schedule 2 accurately records the total number and details of Shares, securities
convertible into Shares, options, notes or other securities issued by Perilya at the
date of this agreement and, other than as fully or fairly disclosed in Schedule 2,
neither Perilya nor any of its Subsidiaries is subject to any actual or contingent
obligation to issue, convert or cancel any securities;

(f)

there is no material Encumbrance over all or any of its or its Subsidiaries’ present
or future assets or revenues, other than those Encumbrances which have been
approved by the Perilya Board and which are in existence as at the date of this
agreement;

(g)

it is the beneficial owner of all the issued share capital in each of its Subsidiaries
and there is no obligation to transfer, or issue new shares in any of those
companies to third parties;

(h)

it has complied in all material respects with the continuous disclosure obligations of
the Listing Rules and is not withholding any information under the carve-out in
Listing Rule 3.1A (except the discussions which have resulted in the execution of
this agreement);

(i)

to the best of the knowledge and belief of Perilya after having made reasonable
enquiry neither it nor any of its Subsidiaries is in material default under any
material document or agreement binding on it or its assets (including any Material
Contract) nor has anything occurred which is or would with the giving of notice
and/or lapse of time constitute an event of default, prepayment event or similar
event (whatever called) under any such document or agreement with such an
effect;

(j)

there is no material claim, action or proceeding pending or in progress or
threatened against or relating to Perilya or any of its Subsidiaries;

(k)

it has fully and fairly disclosed in writing to Zhongjin the complete set of terms and
conditions that apply to any securities convertible into Shares and in relation to any
actual or contingent obligation to issue, convert or cancel any securities;

(l)

the Scheme Booklet (other than in respect of the Zhongjin Information) will:
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(i)

be prepared in good faith;

(ii)

not, so far as it is aware (after having made reasonable enquiries),
contain any material statement which is misleading or deceptive in any
material respect including because of any material omission from that
statement; and
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(iii)
(m)

(n)

7.3

so far as it is aware (after having made reasonable enquiries), comply
with all applicable laws and regulatory requirements;

any further or new information provided to Perilya Shareholders after the Scheme
Booklet has been dispatched until the Scheme Meeting Date will:
(i)

be provided in good faith;

(ii)

not, so far as it is aware (after having made reasonable enquiries),
contain any material statement which is misleading or deceptive in any
material respect including because of any material omission from that
statement; and

(iii)

so far as it is aware (after having made reasonable enquiries), comply
with all applicable laws and regulatory requirements; and

as at the date of this agreement, Perilya is not aware of any facts or circumstances
to suggest that the entry into this agreement and the implementation of the
Scheme and the Transaction will cause any counterparty to a Material Contract to:
(i)

terminate a Material Contract;

(ii)

accelerate or vary the performance of any material obligation of Perilya
under a Material Contract; or

(iii)

exercise a right to acquire, or require the disposal of, any material assets
of Perilya.

Zhongjin’s representations and warranties
Zhongjin represents and warrants to Perilya that:
(a)

it is a corporation validly existing under the laws of its jurisdiction of incorporation
or formation;

(b)

it has the corporate power to enter into and perform its obligations under this
agreement and carry out the transactions contemplated by this agreement;

(c)

it has taken all necessary corporate action to authorise entry into this agreement
and has taken or will take all necessary corporate action to authorise the
performance of this agreement and to carry out the transactions contemplated by
this agreement;

(d)

it will apply for all necessary Regulatory Approvals in order for Zhongjin to enter
into this agreement and to carry out the transactions contemplated by this
agreement and will use its reasonable endeavours to progress those applications
in accordance with its obligations under this agreement;

(e)

this agreement constitutes legal, valid and binding obligations, enforceable against
it in accordance with its terms and neither the execution of this agreement nor the
carrying out by it of the transactions that it contemplates does or will:
(i)

contravene in any material respect a provision of a law or treaty or a
judgement, ruling order or decree of any Government Agency binding on
it or any of its assets; or

(ii)

contravene its constitution;

(f)

neither it nor any of its Related Bodies Corporate (other than Perilya and its
Subsidiaries) is Insolvent;

(g)

the Zhongjin Information provided to Perilya for inclusion in the Scheme Booklet
and any further or new information provided by Zhongjin to Perilya which may arise
after the Scheme Booklet has been dispatched will:
(i)
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(h)

7.4

(ii)

not, so far as it is aware (after having made reasonable enquiries),
contain any material statement which is misleading or deceptive in any
material respect including because of any material omission from that
statement; and

(iii)

so far as it is aware (after having made reasonable enquiries), comply
with all applicable laws and regulatory requirements; and

by 8.00am on the Second Court Date, Zhongjin will have available to it on an
unconditional basis (other than the conditions relating to the approval of the Court
and other conditions within the control of Zhongjin) sufficient cash amounts
(whether from internal cash resources or external funding arrangements) to satisfy
Zhongjin’s obligation to pay the Scheme Consideration in accordance with its
obligations under this agreement, the Scheme and the Deed Poll.

Information on representations and warranties
Except as otherwise provided or contemplated by this agreement, from the date of this
agreement up to and including the Implementation Date, each party must, and must procure
each of its Related Bodies Corporate to, promptly give to the other party details of any matter
or occurrence which will make any representations and warranties given by that party under
this agreement inaccurate in a material respect.

7.5

7.6

Reliance on representations and warranties
(a)

Each party acknowledges that the other party has executed this agreement and
agreed to take part in the transactions that this agreement contemplates in reliance
on the representations and warranties that are made by that party in this clause 7.

(b)

Each party acknowledges that no representations or warranties are made by any
party or person except as expressly stated in this agreement and that all terms,
conditions, representations, warranties and statements (whether express, implied,
written, oral, collateral, statutory or otherwise) in connection with the transactions
contemplated by this agreement which are not expressly stated in this agreement
are excluded to the maximum extent permitted by law and, to the extent they
cannot be excluded, each party disclaims all Loss in relation to them to the
maximum extent permitted by law.

Survival of representations
The representations and warranties provided by each party under this clause :

7.7

(a)

are severable;

(b)

will survive the termination of this agreement; and

(c)

are given with the intent that liability under them will not be confined to breaches of
them discovered prior to the date of termination of this agreement.

Perilya’s indemnity
Perilya agrees with Zhongjin (on its own behalf and separately as trustee for each of the
Zhongjin Indemnified Parties) to indemnify and keep indemnified the Zhongjin Indemnified
Parties from and against all Losses which a Zhongjin Indemnified Party may suffer or incur
by reason of or in relation to:
(a)

a breach by Perilya of any of the representations and warranties in clause 7.2; or

(b)

any breach by Perilya of any covenant or undertaking on the part of Perilya under
this agreement or the Scheme.

This clause 7.7 must be read down to the extent necessary to ensure that there is no breach
of section 199A of the Corporations Act.

7.8

Zhongjin’s indemnity
Zhongjin agrees with Perilya (on its own behalf and separately as trustee for each of the
Perilya Indemnified Parties) to indemnify and keep indemnified the Perilya Indemnified
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Parties from and against all Losses which a Perilya Indemnified Party may suffer or incur by
reason of or in relation to:

7.9

(a)

a breach by Zhongjin of any of the representations and warranties in clause 7.3; or

(b)

any breach by Zhongjin of any covenant or undertaking on the part of Zhongjin
under this agreement, the Deed Poll or the Scheme.

Survival of indemnities
Each indemnity provided by each party under this clause 7 will:
(a)

be severable;

(b)

be a continuing obligation;

(c)

constitute a separate and independent obligation of the party giving the indemnity
from any other obligations of that party under this agreement; and

(d)

survive the termination of this agreement.

8.

CONFIDENTIALITY AND PRIVACY

8.1

Confidential information
(a)

The parties refer to the Confidentiality Letter and reaffirm their commitment to
maintain confidentiality under the terms of that letter.

(b)

Notwithstanding anything in the Confidentiality Letter, each party agrees that all
information provided to the other party or its Representatives pursuant to this
agreement is confidential information and is accordingly subject to the
confidentiality obligations of the Confidentiality Letter.

(c)

The parties acknowledge that:

(d)

8.2

(i)

pursuant to this agreement, each party makes certain representations
and warranties to the other party; and

(ii)

nothing in the Confidentiality Letter limits, restricts or otherwise derogates
from those representations and warranties, which operate with full force
and effect according to their terms.

In the case of any inconsistency between the terms of the Confidentiality Letter and
the terms of this agreement, the terms of this agreement prevail unless otherwise
indicated.

Takeover bid
Despite any provision of this agreement or the Confidentiality Letter, in the event that:
(a)

a Competing Proposal is announced and it is a Superior Proposal for Perilya; or

(b)

in Zhongjin’s reasonable opinion, the Timetable will, or may, not be met due to the
delay of the Court in making orders pursuant to section 411(1) of the Corporations
Act,

then, Zhongjin is not precluded from making any announcement, including of information in
any document, or doing any other thing required to be done to permit it to make a takeover
bid for Perilya, provided:
(a)

the takeover bid is for all of the Shares on issue (other than the Shares in which
Zhongjin has a Relevant Interest);

(b)

the consideration offered by Zhongjin under its takeover bid matches or exceeds
the value of the Scheme Consideration; and

(c)

the conditions of Zhongjin’s offer are limited to conditions requiring:
(i)
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(ii)

no Perilya Prescribed Occurrence occurring;

(iii)

other “standard” takeover conditions including no material adverse effect
on Perilya, no material acquisitions or disposals, no restraining orders, no
persons exercising rights under agreements or instruments, and no
distributions or capital reductions by Perilya.

This clause is not intended to limit Zhongjin’s ability to acquire securities in Perilya.

8.3

Privacy obligations
Each party agrees to comply with its obligations under any privacy law by which it is bound in
respect of all Personal Information collected, used or disclosed under this agreement or
otherwise in connection with the Transaction.

9.

ANNOUNCEMENTS

9.1

Public announcements

9.2

(a)

Subject to clause 9.2, no party may, before the Implementation Date, make or
send a public announcement, communication, press release or circular concerning
the transactions referred to in this agreement unless it has first obtained the written
consent of the other party which consent is not to be unreasonably withheld or
delayed.

(b)

After announcement of the Transaction, Zhongjin and Perilya will discuss and
agree the content of any further public announcements concerning the proposed
Transaction and will co-operate and coordinate their efforts in the preparation and
presentation of public announcements in regard to the Transaction.

Public announcements required by law
Clause 9.1 does not apply to a public announcement, communication, press release or
circular required by law or a regulation of a stock exchange, if the party required to make or
send it has, to the extent practicable without breaching any applicable law:

9.3

(a)

provided the other party with such notice as is reasonable in the circumstances of
its intention to make the announcement, communication, press release or circular;

(b)

provided the other party with a draft of the announcement, communication, press
release or circular and an opportunity, which is reasonable in the circumstances, to
comment on the contents of the draft; and

(c)

considered in good faith, for the purposes of amending the announcement,
communication, press release or circular, any comments provided by the other
party.

Statements on termination
The parties must act in good faith and use all reasonable endeavours to issue an agreed
statement or statements in respect of any termination provided for in this agreement and will
make no statements or disclosure in respect of the termination of this agreement except in
accordance with clauses 9.1 and 9.2.

10.

COSTS AND DUTY
Except as otherwise provided in the Transaction Documents:
(a)

Zhongjin and Perilya will each pay all of their own costs associated with the
Transaction; and

(b)

Zhongjin will pay any duty payable by Zhongjin (including any fines and penalties)
according to applicable Australian laws and regulations in respect of this
agreement, the performance of this agreement and each transaction effected by or
made under or pursuant to this agreement; and
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(c)

Perilya will pay any duty payable by Perilya (including any fines and penalties)
according to applicable Australian laws and regulations in respect of this
agreement, the performance of this agreement and each transaction effected by or
made under or pursuant to this agreement.

11.

TERMINATION

11.1

Right to terminate – Zhongjin
Zhongjin may terminate this agreement by notice in writing to Perilya at any time before
8:00am on the Second Court Date if:
(a)

(b)

11.2

the Independent Perilya Board or any member of the Perilya Independent Board:
(i)

makes a public statement that withdraws or qualifies its or his support for
or recommendation of the Transaction or the Scheme; or

(ii)

recommends, promotes, or sells or expresses an intention to sell any
Shares in which the director has a Relevant Interest in into, a Competing
Proposal, or votes or expresses an intention to vote such Shares in
support of a Competing Proposal; or

(iii)

otherwise acts in a manner which is inconsistent with obtaining approval
for the Transaction or the Scheme; or

a Perilya Prescribed Occurrence occurs.

Right to terminate – Perilya
Perilya may terminate this agreement by notice in writing to Zhongjin at any time before
8:00am on the Second Court Date if the Perilya Transaction Fees are payable by Perilya and
have been paid to Zhongjin.

11.3

Right to terminate – either party
Either party has the right to terminate this agreement by notice in writing to the other party at
any time before 8:00am on the Second Court Date if:
(a)

the resolution to approve the Scheme submitted to the Scheme Meeting is not
approved by the requisite majorities of Participating Shareholders;

(b)

the other party becomes Insolvent;

(c)

provided that the party giving the notice has complied with its obligations under this
agreement, the other party commits a breach of this agreement (including a breach
of a representation or warranty) and:
(i)

the breach is material and not capable of being cured (which, in the case
of Perilya, shall include any breach of clause 12); or

(ii)

the breach is capable of being cured and the defaulting party fails to cure
the breach within 10 Business Days of being notified in writing of the
breach by the party giving the notice (or such shorter period ending at
5.00pm on the last Business Day before the Second Court Date);

(d)

the Court fails to make orders in accordance with section 411(1) of the
Corporations Act for Perilya to convene the Scheme Meeting;

(e)

the Independent Expert’s Report does not conclude that the Scheme is in the best
interests of Scheme Shareholders or the Independent Expert changes that
conclusion or withdraws its report prior to 8.00am on the Second Court Date;

(f)

Zhongjin elects to make offers under a takeover bid in accordance with clause 8.2;

(g)

any court, the Takeovers Panel or Government Agency has issued any order,
decree or ruling or taken any other action permanently enjoining, restraining or
otherwise prohibiting the Scheme, or has refused to do anything necessary to
permit the Scheme, and the parties fail to agree on conducting on appeal within 5
Business Days;
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11.4

(h)

any of the Conditions Precedents are not satisfied, has become incapable of being
satisfied or is not reasonably capable of being satisfied, and has not been waived
by the party entitled to waive it, before 8.00am on the Second Court Date; or

(i)

the Effective Date for the Scheme has not occurred on or before the Sunset Date.

Notice
A notice given under clause 11.1, 11.2 or 11.3 must specify the event or events in relation to
which the notice is given.

11.5

11.6

Effect of termination
(a)

If this agreement is terminated (including under this clause 11), this agreement
and the parties’ obligations under it cease with the exception of this clause 11.5
and clauses 1, 7.7, 7.8, 8, 10, 13, 14 and 15 which survive termination.

(b)

Termination does not affect any accrued rights of a party, including in respect of
any breach prior to termination.

Limitation
Any right to terminate this agreement ceases on the Effective Date.

12.

EXCLUSIVITY

12.1

No current discussions
Perilya represents and warrants to Zhongjin that, as at the date of this agreement, neither it
nor any of its Representatives:

12.2

(a)

has received any offer, proposal or expression of interest from any person or
otherwise is participating, directly or indirectly, in any discussions or negotiations
with any persons that concern, or could reasonably be expected to lead to, a
Competing Proposal; or

(b)

is a party to any agreement, arrangement or understanding with any person in
relation to a Competing Proposal or a possible Competing Proposal that prevents it
from entering into this agreement, or may prevent it from complying with its
obligations under this agreement.

No shop restriction
During the Restriction Period, Perilya must ensure that neither it nor its Representatives
directly or indirectly solicit, invite, facilitate, initiate or encourage the submission of, any
enquiries, negotiations or discussions, or communicate to any person an intention to do any
of these things which might lead to obtaining any expression of interest, offer or proposal
from any other person in relation to a Competing Proposal.

12.3

No talk and no due diligence
During the Restriction Period, Perilya must not and must ensure that its Representatives do
not:
(a)

directly or indirectly enter into or participate in any discussions or negotiations with
any person regarding a Competing Proposal;

(b)

grant any other person any right or access to conduct due diligence investigations
in respect of any of its Subsidiaries;

(c)

enter into any agreement, arrangement or understanding in relation to, or which
might lead to, a Competing Proposal; or

(d)

endorse, or propose to endorse, any Competing Proposal,

even if that Competing Proposal was not directly solicited, invited, encouraged, or initiated by
Perilya or any of its Representatives or the person has publicly announced the Competing
Proposal.
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12.4

Notification of approaches
(a)

(b)

12.5

During the Restriction Period, Perilya must promptly notify Zhongjin in writing of:
(i)

any approach, inquiry or proposal made to, and any attempt to initiate
negotiations or discussions with, Perilya or any of its Representatives
with respect to any Competing Proposal; or

(ii)

any request for information relating to any of Perilya or any Subsidiary or
any of their businesses or operations, if Perilya has reasonable grounds
to suspect that it may relate to a current or future Competing Proposal.

A notice under this clause must include comprehensive details of the applicable
matter (including key details of the Competing Proposal and the identity of that
person).

Exception to no talk and notification
The restrictions in clauses 12.3 and 12.4 do not apply to the extent that it restricts Perilya or
the Independent Perilya Board from responding to a bona fide Competing Proposal (which
was not solicited, invited, encouraged or initiated by Perilya or its Representatives in
contravention of clause 12.2) provided that the Independent Perilya Board has determined:
(a)

(b)

12.6

in good faith and acting reasonably that:
(i)

the Competing Proposal is bona fide; and

(ii)

it could reasonably be a Superior Proposal for Perilya; and

after receiving written legal advice from its external legal advisors that failing to
respond would in Perilya’s reasonable opinion (acting in good faith) be likely to
constitute a breach of the fiduciary or statutory duties (or could reasonably lead to
a contravention of law) of the members of the Independent Perilya Board.

Matching right
Perilya will not enter into any agreement, arrangement or understanding in relation to a
Competing Proposal without giving Zhongjin not less than five Business Days to:

12.7

(a)

consider the Competing Proposal; and

(b)

make a new proposal or propose a revision to the Transaction (Counterproposal)
which is on terms no less favourable than the terms of the Competing Proposal. If
Zhongjin’s Counterproposal is on terms no less favourable than the Competing
Proposal, Perilya must, in the absence of a Superior Proposal for Perilya, proceed
exclusively with Zhongjin’s Counterproposal.

Revisions to a Competing Proposal
Any modification to any Competing Proposal will be deemed to make that proposal a new
Competing Proposal in respect of which Perilya must comply with its obligations under
clauses 12.4 and 12.6.

13.

PAYMENT OF TRANSACTION FEES

13.1

Rationale
Each of Zhongjin and Perilya acknowledges and agrees, for the purposes of this clause 13,
as follows:
(a)

each of Zhongjin and Perilya has required the inclusion of this clause 13, in the
absence of which it would not have entered into this agreement or otherwise
agreed to implement the Transaction;

(b)

each of Zhongjin and Perilya (and the Zhongjin Board and the Perilya Board)
believes that the Transaction will provide significant benefits to it and its members
and that it is reasonable and appropriate that it agrees to the inclusion of this
clause 13, in order to secure the other party’s execution of this agreement and its
agreement to implement the Transaction;
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(c)

13.2

the amount payable by Perilya to Zhongjin pursuant to clause 13.2 and the amount
payable by Zhongjin to Perilya pursuant to clause 13.3 is an amount to
compensate the party entitled to receive the payment (Payee) for the following
costs and expenses incurred, directly or indirectly, by the Payee and its Related
Entities as a result of the Transaction not being implemented in accordance with
this agreement and all costs and expenses incurred by the Payee and its Related
Entities in connection with the investigation and assessment of the other party
(Payer) and the investigation, assessment, negotiation, documentation and pursuit
of approval and implementation of the Transaction, and the performance of the
Payee’s obligations and the enforcement of its rights under this agreement,
including the following:
(i)

advisory costs (including legal and financial advice costs associated with
planning and implementing the Transaction and costs of Representatives
other than success fees);

(ii)

costs of management and directors’ time in planning and implementing
the Transaction;

(iii)

any commitment fees or other financing costs;

(iv)

reasonable opportunity costs incurred by the Payee in pursuing the
Transaction or in not pursuing other alternative acquisitions or strategic
initiatives;

(v)

out of pocket expenses incurred including, airfares, hotel
accommodation, meals and associated expenses incurred by the Payee’s
employees, advisers and agents in planning and implementing the
Transaction; and

(vi)

costs of planning the merging of the businesses of Zhongjin and Perilya.

Perilya’s Transaction Fees
Subject to clause 13.4, if:
(a)

the Independent Perilya Board or any member of the Independent Perilya Board:
(i)

makes a public statement that withdraws or qualifies its or his support for
or recommendation of the Transaction or the Scheme;

(ii)

recommends, promotes, or sells or expresses an intention to sell any
Shares in which the director has a Relevant Interest in into, a Competing
Proposal, or votes or expresses an intention to vote such Shares in
support of a Competing Proposal; or

(iii)

otherwise acts in a manner which is inconsistent with obtaining approval
for the Transaction or the Scheme;

(b)

a Competing Proposal is announced and the proponent of that Competing
Proposal acquires (together with its associates) a Relevant Interest in at least 25%
of the Shares;

(c)

Zhongjin terminates this agreement in accordance with clause 11.1(b) as a result
of a Perilya Prescribed Occurrence; or

(d)

Zhongjin terminates this agreement in accordance with clause 11.3(c) as a result
of a breach by Perilya of its obligations under this agreement,

then Perilya must pay to Zhongjin an amount of $600,000 (being an amount not exceeding
1% of the implied equity value of Zhongjin’s offer as at the date of announcement of the
Transaction) inclusive of GST (Perilya Transaction Fees).

13.3

Zhongjin’s Transaction Fees
Subject to clause 13.4, if Perilya terminates this agreement in accordance with clause
11.3(b), or 11.3(c) as a result of a breach by Zhongjin of its obligations under this
agreement, then Zhongjin must pay to Perilya the amount of $600,000 (being an amount not
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exceeding 1% of the implied equity value of Zhongjin’s offer as at the date of announcement
of the Transaction) inclusive of GST (Zhongjin Transaction Fees).

13.4

Compliance with law
(a)

If it is finally determined following the exhaustion of all reasonable avenues of
appeal to the Takeovers Panel or a court that any part of either the Zhongjin
Transaction Fees or Perilya Transaction Fees (Challenged Amount):
(i)

is unlawful;

(ii)

involves a breach of directors’ duties; or

(iii)

constitutes unacceptable circumstances,

then the requirement to pay the relevant fee does not apply to the Challenged
Amount and if a party has received the Challenged Amount, it must refund it within
10 Business Days of such final determination being made.

13.5

(b)

To the extent reasonably possible, the Payer must submit in any relevant
proceedings that no such determination should be made or that if any such
determination is to be made, it should apply only to the extent that the Challenged
Amount constitutes a payment made or to be made in excess of the amount of the
actual costs incurred, directly or indirectly, by the Payer and its Related Entities as
a result of the Transaction not being implemented in accordance with this
agreement (including those described in clause 13.1(c)).

(c)

If in Takeovers Panel proceedings of a kind referred to in clause 13.4(a), the
Takeovers Panel indicates to the parties or either of them that in the absence of a
written undertaking pursuant to section 201A of the Australian Securities and
Investments Commission Act 2001 (Cth) it will make a declaration of unacceptable
circumstances, each of the parties may give that undertaking on their own behalf
and must give reasonable consideration to giving that undertaking if requested by
the other party. Where such undertakings are given, this clause 13 will operate in
a manner consistent with the terms of such undertakings.

(d)

Each party must not make, nor may it cause or permit to be made, any application
to a court, arbitral tribunal or the Australian Takeovers Panel for or in relation to a
determination referred to in clause 13.4(a).

Payment
Any amount payable under this clause 13 must be paid within five Business Days of written
demand and the provision of a valid tax invoice.

13.6

No other break fees
Perilya must not pay or agree to pay to any other person (including a person who offers,
submits or proposes a Competing Proposal) any break fee or similar fee which would
become payable if that Competing Proposal did not proceed.

13.7

No further loss
Each party acknowledges and agrees that the payment by the Payer to the Payee under this
clause 13.7 will constitute full and final satisfaction of any and all liability to the Payee arising
under or in connection with this agreement.

14.

NOTICES

14.1

Notices
Any communication under or in connection with this agreement:
(a)

must be in writing;

(b)

must be addressed as shown below:
Perilya
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Name:

Perilya Limited

Address:

Level 8
251 Adelaide Terrace
PERTH WA 6000

Fax no:

+61 8 6330 1099

For the attention of:

Mr. Paul Arndt (Managing Director)

Zhongjin
Name:

Zhongjin Lingnan Mining (HK) Company Limited

Address:

Rm 1809-1812, 18th Floor
Tower 2, Admiralty Centre
18 Harcourt Road, Hong Kong

Fax no:

(852) 2865 6659

For the attention of:

Zhang Tao (General Manager)

(or as otherwise notified by that party to the other party from time to time);
(c)

must be signed by the party making the communication or by a person duly
authorised by that party;

(d)

must be delivered or posted by prepaid post to the address, or sent by fax to the
number, of the addressee, in accordance with clause 14.1(b); and

(e)

is regarded as received by the addressee:
(i)

if sent by prepaid post, on the third Business Day after the date of posting
to an address within Australia, and on the fifth Business Day after the
date of posting to an address outside Australia;

(ii)

if sent by fax, at the local time (in the place of receipt of that fax) which
then equates to the time at which that fax is sent as shown on the
transmission report which is produced by the machine from which that fax
is sent and which confirms transmission of that fax in its entirety, unless
that local time is not a Business Day, or is after 5.00pm on a Business
Day, when that communication will be regarded as received at 9.00am on
the next Business Day.

15.

GENERAL

15.1

Assignment
A party may not assign or otherwise deal with its rights under this agreement or allow any
interest in them to arise or be varied in each case, without the consent of the other party.

15.2

Severability
If the whole or any part of a provision of this agreement is void, unenforceable or illegal in a
jurisdiction it is severed for that jurisdiction. The remainder of this agreement has full force
and effect and the validity or enforceability of that provision in any other jurisdiction is not
affected. This clause has no effect if the severance alters the basic nature of this agreement
or is contrary to public policy.

15.3

Entire agreement
This agreement constitutes the entire agreement of the parties about its subject matter and,
except for the Transaction Documents, supersedes all previous agreements, understandings
and negotiations on that subject matter.
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15.4

No representations or warranties
Each party acknowledges that in entering into this agreement it has not relied on any
representations or warranties about its subject matter except as expressly provided by the
written terms of this agreement.

15.5

Discretion in exercising rights
A party may exercise a right or remedy or give or refuse its consent in any way it considers
appropriate (including by imposing conditions), unless this agreement expressly states
otherwise.

15.6

Partial exercising of rights
If a party does not exercise a right or remedy fully or at a given time, the party may still
exercise it later.

15.7

No liability for loss
A party is not liable for loss caused to the other party by the first party’s exercise or
attempted exercise of, failure to exercise, or delay in exercising a right or remedy under this
agreement.

15.8

Approvals and consents
By giving its approval or consent a party does not make or give any warranty or
representation as to any circumstance relating to the subject matter of the consent or
approval except as expressly provided by the written terms of this agreement.

15.9

Conflict of interest
The parties’ rights and remedies under this agreement may be exercised even if this involves
a conflict of duty or a party has a personal interest in their exercise.

15.10

Remedies cumulative
The rights and remedies provided in this agreement are in addition to other rights and
remedies given by law independently of this agreement.

15.11

Rights and obligations are unaffected
Rights given to the parties under this agreement and the parties’ liabilities under it are not
affected by anything which might otherwise affect them by law.

15.12

Variation and waiver
A provision of this agreement or a right created under it, may not be waived or varied except
in writing, signed by the party or parties to be bound.

15.13

No merger
The warranties, undertakings and indemnities in this agreement do not merge on the
Implementation Date.

15.14

Indemnities
The indemnities in this agreement are continuing obligations, independent from the other
obligations of the parties under this agreement and continue after this agreement ends. It is
not necessary for a party to incur expense or make payment before enforcing a right of
indemnity under this agreement.

15.15

Survival of representations
Each representation and warranty in this agreement is severable, survives the termination of
this agreement and is given with the intention that liability under it is not confined to breaches
which are discovered before the date of termination of this agreement.
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15.16

Further steps
Each party agrees, at its own expense, to do anything the other party asks (such as
obtaining consents, signing and producing documents and getting documents completed and
signed):

15.17

(a)

to bind the party and any other person intended to be bound under this agreement;
and

(b)

to show whether the party is complying with this agreement.

Prompt performance
If a Transaction Document specifies when a party to it agrees to perform an obligation, that
party agrees to perform it by the time specified. Each party agrees to perform all other
obligations promptly.

15.18

Time of the essence
Time is of the essence in this agreement.

15.19

Construction
No rule of construction applies to the disadvantage of a party because that party was
responsible for the preparation of, or seeks to rely on, this agreement or any part of it.

15.20

Inconsistent law
To the extent permitted by law, each Transaction Document prevails to the extent it is
inconsistent with any law.

15.21

Supervening legislation
Any present or future legislation which operates to vary the obligations of a party in
connection with this agreement with the result that the other party’s rights, powers or
remedies are adversely affected (including, by way of delay or postponement) is excluded
except to the extent that its exclusion is prohibited or rendered ineffective by law.

15.22

Counterparts
This agreement may be executed in counterparts. All counterparts when taken together are
to be taken to constitute the one instrument.

15.23

15.24

GST
(a)

Unless expressly included, the consideration for any supply under or in connection
with this agreement does not include GST.

(b)

To the extent that any supply made by a party to another party under or in
connection with this agreement is a taxable supply and a tax invoice has been
provided to the recipient of the supply, the recipient must pay, in addition to the
consideration to be provided under this agreement for that supply (unless it
expressly includes GST), an amount equal to the amount of that consideration (or
its GST exclusive market value) multiplied by the rate at which GST is imposed in
respect of the supply.

(c)

The amount of GST payable in accordance with this clause will be paid at the
same time and in the same manner as the consideration otherwise payable for the
supply is provided.

(d)

Where this agreement provides for the payment of an amount which is inclusive of
GST, prior to the payment being made the intended recipient of the payment must,
where relevant and upon demand, issue a valid tax invoice.

Governing Law
This agreement is governed by the law in force in Western Australia. Each party submits to
the non-exclusive jurisdiction of the courts of that place, and any court that may hear appeals
from any of those courts, for any proceedings in connection with this agreement, and waives
any right it might have to claim that those courts are an inconvenient forum.
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SCHEDULE 1 – TIMETABLE

Date

Event

7 October 2013

Lodge Scheme Booklet with ASIC and ASX

28 October 2013

First Court Date

4 November 2013

Printing and dispatch of Scheme Booklet

2 December 2013

Scheme Meeting Date

9 December 2013

Second Court Date

9 December 2013

Lodge Court order with ASIC (Effective Date)

16 December 2013

Record Date (fifth Business Day after Effective Date)

19 December 2013

Implementation Date (third Business Day after Record Date)
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SCHEDULE 2 – PERILYA SECURITIES

ASX
Code

Security Description

Number

PEM

Quoted Ordinary Fully Paid Shares

PEMAZ

Unquoted Perilya Options exercisable at $0.87 expiring 31 March
2014

2,589,721

PEMAZ

Unquoted Perilya Options exercisable at $0.89 expiring 31 March
2015

2,603,293

PEMAM

Unquoted Perilya Performance Rights expiring 31 December 2015

2,469,076

PEMAI

Unquoted Perilya Performance Rights expiring 31 December 2016

5,359,562
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SCHEDULE 3 – MATERIAL CONTRACTS
(a)

Sale and Purchase Agreement for Lead Concentrate between Perilya Broken Hill
Limited (Seller) and Jiangtong Southern (Hong Kong) Limited, together with its
parent entity, Shenzhen Jiangtong Southern Company (collectively, the Buyer)
dated 19 November 2012. Seller’s reference: 2013-BH01-001. Buyer’s reference:
JCIE13-PI-901AU.

(b)

Sale and Purchase Agreement for Zinc Concentrate between Perilya Broken Hill
Limited (Seller) and Korea Zinc Company Limited and Young Poong Corporation
(collectively, the Buyer) dated 24 October 2011. Seller’s reference: 2012-BH020001.

(c)

Sale and Purchase Agreement for Zinc Concentrate between Perilya Broken Hill
Limited (Seller) and MRI Trading AG. (Buyer) dated 29 October 2012. Seller’s
reference: 2013-BH02-002. Buyer’s reference: P.13.ZNCN.MT32795.

(d)

Sale and Purchase Agreement for Lead Concentrate between Perilya Broken Hill
Limited (Seller) and MRI Trading AG. (Buyer) dated 29 October 2012. Seller’s
reference: 2013-BH01-002. Buyer’s reference: P.13.PBCN.MT32794.

(e)

Concentrate Sales Agreement between Perilya Broken Hill Limited (Seller) and
Nyrstar Sales & Marketing AG (Buyer) dated 28 December 2012. Seller’s
reference 2013-BH01-005.

(f)

Sale and Purchase Agreement for Zinc Concentrate between Perilya Broken Hill
Limited (Seller) and Shum Yip Nonfemet Hong Kong Limited (Buyer) dated 25
November 2011.
Seller’s reference: 2012-BH02-0002.
Buyer’s reference:
2012ZC-1001.

(g)

Sale and Purchase Agreement for Zinc Concentrate between Perilya Broken Hill
Limited (Seller) and Trafigura Pte. Ltd. (Buyer) dated 17 November 2012. Seller’s
reference: 2013-BH02-003. Buyer’s reference: 103-13-29998-P.

(h)

Sale and Purchase Agreement for Zinc Concentrate between Perilya Broken Hill
Limited (Seller) and Louis Dreyfus Commodities Metals Suisse S.A. (Buyer) dated
16 November 2012. Seller’s reference: 2013-BH02-004. Buyer’s reference:
P200.01120 01/02.

(i)

Sale and Purchase Agreement for Lead Concentrate between Perilya Broken Hill
Limited (Seller) and Louis Dreyfus Commodities Metals Suisse S.A. (Buyer) dated
16 November 2012. Seller’s reference: 2013-BH01-003. Buyer’s reference:
P300.01119 01/02.

(j)

Sale and Purchase Agreement for Copper Concentrate between Globestar Mining
Corporation (Seller) and MRI Trading AG (Buyer) dated 15 November 2012.
Seller’s reference: 2013-CMD-001. Buyer’s reference: P.13.CUCN.MT32804.

(k)

Sale and Purchase Agreement for Copper Concentrate between Globestar Mining
Corporation (Seller) and Jiangxi Copper Company Limited (Buyer) dated 19
November 2012. Seller’s reference: 2013-CMD-002. Buyer’s reference: JCIE13AI-901CAN.

(l)

Sale and Purchase Agreement for Copper Concentrate between Globestar Mining
Corporation (Seller) and Gerald Metals S.A. (Buyer) dated 29 November 2012.
Seller’s reference: 2013-CMD-003. Buyer’s reference: 10-1315.

(m)

Sale and Purchase Agreement for PGM Cement between Globestar Mining
Corporation (Seller) and Umicore Precious Metals Refining (Buyer) dated 18
October 2012. Agreement number 12.8128.000.
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SCHEDULE 4 – PERILYA PRESCRIBED OCCURRENCES
(a)

Perilya or a Subsidiary of Perilya converts all or any of its shares into a larger or
smaller number of shares or reconstructs or changes its capital structure;

(b)

Perilya declares, pays or distributes any dividend or any bonus or other share of its
profits or returns or agrees to return any capital or makes any other equity
distribution to its members;

(c)

Perilya or a Subsidiary of Perilya resolves to reduce its share capital in any way or
reclassifies, combines, splits or redeems or repurchases directly or indirectly any of
its shares;

(d)

Perilya or a Subsidiary of Perilya:
(i)

enters into a buy-back agreement; or

(ii)

resolves to approve the terms of a buy-back agreement under subsection
257C(1) or 257D(1) of the Corporations Act;

(e)

Perilya or a Subsidiary of Perilya issues shares (other than on the exercise of a
security convertible into shares which security was on issue as at the date of this
agreement and is listed in Schedule 2), or grants an option over any of its shares,
or agrees to make such an issue or grant such an option;

(f)

Perilya or a Subsidiary of Perilya issues, agrees to issue or grants an option to
subscribe for convertible notes or other securities convertible into shares or debt
securities;

(g)

Perilya or a Subsidiary of Perilya issues, agrees to issue or grants an option to
subscribe for debentures (as defined in section 9 of the Corporations Act);

(h)

Perilya or a Subsidiary of Perilya disposes, or agrees to dispose, of the whole, or a
substantial part, of its Business or property;

(i)

Perilya or a Subsidiary of Perilya charges, or agrees to charge, the whole or a
substantial part, of its business or property, or creates or alters, or agrees to create
or alter, any mortgage, charge lien, security interest or other encumbrance over the
whole or a substantial part of its business or property;

(j)

Perilya or a Subsidiary of Perilya resolves to be wound up;

(k)

a liquidator or provisional liquidator of Perilya or a Subsidiary of Perilya is
appointed;

(l)

a court makes an order for the winding up of Perilya or a Subsidiary of Perilya;

(m)

an administrator of Perilya or a Subsidiary of Perilya is appointed under sections
436A, 436B or 436C of the Corporations Act;

(n)

Perilya or a Subsidiary of Perilya executes a deed of company arrangement;

(o)

a receiver or receiver and manager is appointed in relation to the whole, or a
substantial part, or the property of Perilya or a Subsidiary of Perilya;

(p)

Perilya or a Subsidiary of Perilya makes any material change or amendment to its
constitution;

(q)

Perilya or a Subsidiary of Perilya disposes, or agrees to dispose, of shares in a
Subsidiary of that party;

(r)

Perilya or a Subsidiary of Perilya:
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(i)

changes the terms of any Material Contract to the material detriment of
Perilya or a Subsidiary of Perilya;

(ii)

terminates any Material Contract;
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(iii)

pays, discharges or satisfies any claims, liabilities or obligations under
any Material Contract other than in accordance with past practice and
consistent with the contract terms; or

(iv)

waives any material claims or rights under or waives the benefit of any
provisions of any Material Contract;

(s)

Perilya or a Subsidiary of Perilya makes any change to its accounting practices or
policies, other than to comply with generally accepted Australian accounting
standards and any domestically accepted international accounting standards, or
elects to form a consolidated group for the purposes of the Income Tax
Assessment Act 1997 (Cth); and

(t)

Perilya or a Subsidiary of Perilya becomes a party to any material litigation.

1609078v18
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Executed as an agreement on __________________________________________________ 2013.

Executed by Zhongjin Lingnan Mining (HK)
Company Limited in accordance with its
constituent documents:

_______________________________________
Signature of Chairman / Legal Representative

Zhang Shuijian
_______________________________________
Name of Chairman / Legal Representative

_______________________________________
Company Chop

Executed by Perilya Limited in accordance with
section 127 of the Corporations Act by:

________________________________________
Director

_______________________________________
Director/Secretary

Paul Arndt, Managing Director
________________________________________
Name of Director (print)

Paul Marinko, Company Secretary
________________________________________
Name of Secretary (print)

1609078v18
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ANNEXURE A – SCHEME OF ARRANGEMENT
See Annexure C of this Scheme Booklet

ANNEXURE B – DEED POLL
See Annexure D of this Scheme Booklet
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ANNEXURE C – SCHEME OF ARRANGEMENT
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SCHEME OF ARRANGEMENT

Perilya Limited
Scheme Shareholders

File Ref: PL:BS:141025
Doc Ref: 1609869v5
50 Kings Park Road
West Perth WA 6005
T: +61 8 9216 7100

Perth|Sydney

www.allionlegal.com

SCHEME OF ARRANGEMENT
Pursuant to section 411 of the Corporations Act 2001
DETAILS
Name

Perilya Limited

ABN

85 009 193 695

Address

Level 8
251 Adelaide Terrace
PERTH WA 6000

Fax

+61 8 6330 1099

Attention

Paul Arndt (Managing Director)

Name

Perilya Shareholders as at the Record Date, other
than the Excluded Shareholders

1.

DEFINITIONS, INTERPRETATION AND SCHEME COMPONENTS

1.1

Definitions

Perilya

Scheme
Shareholders

The meanings of the terms used in this Scheme are set out below.
ASIC means the Australian Securities and Investments Commission.
ASX means ASX Limited ABN 98 008 624 691.
Business Day means a day other than a Saturday, Sunday or public holiday in Perth,
Western Australia.
CHESS means the Clearing House Electronic Sub-register System of share transfers
operated by ASX Settlement and Transfer Corporation Pty Ltd (ACN 088 504 532).
Corporations Act means the Corporations Act 2001 (Cth).
Court means the Supreme Court of Western Australia.
Deed Poll means the deed poll dated 11 October 2013 executed by Zhongjin under which
Zhongjin covenants in favour of the Scheme Shareholders to perform the steps attributed to
Zhongjin under, and otherwise comply with, the Scheme as if Zhongjin were a party to this
Scheme.
Effective when used in relation to the Scheme, means the coming into effect, under section
411(10) of the Corporations Act, of the Court order made under section 411(4)(b) of the
Corporations Act in relation to this Scheme.
Effective Date with respect to the Scheme, means the date on which this Scheme becomes
Effective.
Excluded Shareholder means any Perilya Shareholder who is Zhongjin or a Related Body
Corporate of Zhongjin.
Implementation Date means the date that is the third Business Day after the Record Date.
Participating Shareholders means all Perilya Shareholders as at the date of the Scheme
Meeting other than the Excluded Shareholders.
Perilya Share means a fully paid ordinary share in the capital of Perilya.
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Perilya Share Register means the register of members of Perilya maintained by the Perilya
Share Registry in accordance with the Corporations Act.
Perilya Share Registry means the register of members of Perilya maintained by or on
behalf of Perilya in accordance with section 168(1) of the Corporations Act.
Perilya Shareholder means each person who is registered in the Perilya Share Register as
the holder of Perilya Shares.
Record Date means 5.00pm on the date that is the fifth Business Day after the Effective
Date, or such other date (after the Effective Date) as is agreed by the parties.
Registered Address in relation to a Perilya Shareholder, the address of the Perilya
Shareholder as shown in the Perilya Share Register.
Registrar means the person for the time being responsible for the maintenance of the
Perilya Share Register.
Related Body Corporate has the meaning given in the Corporations Act.
Scheme means this scheme of arrangement under Part 5.1 of the Corporations Act between
Perilya and Scheme Shareholders subject to any alterations or conditions made or required
by the Court under section 411(6) of the Corporations Act and agreed to by Perilya and
Zhongjin.
Scheme Booklet means the information described in clause 5.1 of the Scheme
Implementation Agreement to be despatched to Participating Shareholders.
Scheme Consideration means, in respect of each Scheme Share, $0.35 cash.
Scheme Implementation Agreement means the agreement between Perilya and Zhongjin
under which each party undertakes specific obligations to give effect to the Scheme.
Scheme Meeting the meeting of Participating Shareholders ordered by the Court to be
convened under section 411(1) of the Corporations Act to consider and vote on the Scheme
and includes any meeting convened following any adjournment or postponement of the
meeting.
Scheme Shareholders all Perilya Shareholders as at the Record Date, other than the
Excluded Shareholders.
Scheme Shares all Perilya Shares held by the Scheme Shareholders as at the Record
Date.
Scheme Share Transfer for each Scheme Shareholder, means a duly completed and
executed proper instrument of transfer in respect of the Scheme Shares for the purposes of
section 1071B of the Corporations Act, which may be a master transfer of all Scheme
Shares.
Second Court Date the first day on which an application made to the Court for an order
under section 411(4)(b) of the Corporations Act approving the Scheme is heard, or if the
application is adjourned for any reason, the first day on which the adjourned application is
heard.
Sunset Date means the date that is six months after the date of the Scheme Implementation
Agreement, or such other date as is agreed by the parties.
Zhongjin means Zhongjin Lingnan Mining (HK) Company Limited.

1.2

Interpretation
In this Scheme:
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(a)

headings and bold type are for convenience only and do not affect the
interpretation of this Scheme;

(b)

the singular includes the plural and the plural includes the singular;

(c)

words of any gender include all genders;

ii

1.3

(d)

other parts of speech and grammatical forms of a word or phrase defined in this
Scheme have a corresponding meaning;

(e)

a reference to a person includes any company, partnership, joint venture,
association, corporation or other body corporate and any government agency as
well as an individual;

(f)

a reference to a clause, party, part, schedule, attachment or exhibit is a reference
to a clause or part of, and a party, schedule, attachment or exhibit to, this Scheme;

(g)

a reference to any legislation includes all delegated legislation made under it and
amendments, consolidations, replacements or re enactments of any of them;

(h)

a reference to a document (including this Scheme) includes all amendments or
supplements to, or replacements or novations of, that document;

(i)

the word “includes” in any form is not a word of limitation;

(j)

a reference to ‘$’, ‘A$’ or ‘dollar’ is to Australian currency unless denominated
otherwise;

(k)

a reference to any time is a reference to that time in Perth;

(l)

a term defined in or for the purposes of the Corporations Act has the same
meaning when used in this Scheme;

(m)

a reference to a party to a document includes that party’s successors and
permitted assignees;

(n)

no provision of this Scheme will be construed adversely to a party because that
party was responsible for the preparation of this Scheme or that provision;

(o)

a reference to a body, other than a party to this Scheme (including an institute,
association or authority), whether statutory or not:
(i)

which ceases to exist; or

(ii)

whose powers or functions are transferred to another body, is a reference
to the body which replaces it or which substantially succeeds to its
powers or functions.

Business Day
Where the day on or by which any thing is to be done is not a Business Day, that thing must
be done on or by the next Business Day.

2.
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PRELIMINARY MATTERS
(a)

Perilya is a public company limited by shares, incorporated in Australia and has
been admitted to the official list of the ASX.

(b)

As at the date of the Scheme Booklet 769,316,426 Perilya Shares were on issue
which are officially quoted on the ASX.

(c)

Zhongjin is a company incorporated under the laws of Hong Kong.

(d)

If this Scheme becomes Effective:
(i)

Zhongjin will pay or procure the payment of the Scheme Consideration to
Scheme Shareholders in accordance with this Scheme and the Deed
Poll;

(ii)

all the Scheme Shares, and all the rights and entitlements attaching to
them as at the Implementation Date, will be transferred to Zhongjin and
Perilya will enter the name of Zhongjin in the Perilya Share Register in
respect of the Scheme Shares;

(iii)

it will bind Perilya and all Scheme Shareholders, including those who do
not attend the Scheme Meeting, those who do not vote at that meeting
and those who vote against this Scheme at that meeting; and
iii

(iv)

it will override the constitution of Perilya, to the extent of any
inconsistency.

(e)

Perilya and Zhongjin have agreed, by executing the Scheme Implementation
Agreement, to implement this Scheme.

(f)

Zhongjin has executed the Deed Poll in favour of Scheme Shareholders.

(g)

Zhongjin has agreed, by executing the Deed Poll, to perform its obligations under
this Scheme, including the obligation to pay or procure the payment of the Scheme
Consideration to the Scheme Shareholders.

3.

CONDITIONS

3.1

Conditions precedent
This Scheme is conditional on and will have no force or effect until, the satisfaction of each
of the following conditions precedent:

3.2

(a)

all the conditions in clause 3.1 of the Scheme Implementation Agreement (other
than the condition in the Scheme Implementation Agreement relating to Court
approval of this Scheme) having been satisfied or waived in accordance with the
terms of the Scheme Implementation Agreement by 8.00am on the Second Court
Date;

(b)

neither the Scheme Implementation Agreement nor the Deed Poll being terminated
as at 8.00am on the Second Court Date;

(c)

approval of this Scheme by the Court under section 411(4)(b) of the Corporations
Act, including with such alterations or conditions made or required by the Court
under section 411(6) of the Corporations Act as are acceptable to Zhongjin and
Perilya; and

(d)

the orders of the Court made under section 411(4)(b) (and, if applicable, section
411(6)) of the Corporations Act approving the Scheme coming into effect, pursuant
to section 411(10) of the Corporations Act.

Satisfaction
The fulfilment of clause 3.1 is a condition precedent to the operation of provisions of clause
4.2, 5.1, 5.2, 5.3 and 5.4 of this Scheme.

3.3

Sunset Date
This Scheme will lapse and be of no further force or effect if:

3.4

(a)

the Effective Date does not occur on or before the Sunset Date; or

(b)

the Scheme Implementation Agreement is terminated in accordance with its terms,
unless Perilya and Zhongjin otherwise agree in writing.

Certificate
(a)

Perilya and Zhongjin will provide to the Court on the Second Court Date a
certificate, or such other evidence as the Court requests, confirming (in respect of
matters within their knowledge) whether or not all of the conditions precedent in
clauses 3.1(a) and 3.1(b) have been satisfied or waived.

(b)

The certificate referred to in clause 3.4(a) constitutes conclusive evidence that
such conditions precedent are satisfied, waived or taken to be waived.

4.

IMPLEMENTATION OF THE SCHEME

4.1

Lodgement of Court orders with ASIC
Perilya will lodge with ASIC, in accordance with section 411(10) of the Corporations Act, an
office copy of the Court order approving the Scheme as soon as possible and in any event
by no later than 1.00pm on the first Business Day after the day on which the Court approves
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the Scheme or such later time as Perilya and Zhongjin agree in writing. The Scheme will be
Effective on and from the Effective Date.

4.2

Transfer of Scheme Shares
On the Implementation Date:
(a)

(b)

subject to the payment of the Scheme Consideration in the manner contemplated
by clause 5, the Scheme Shares, together with all rights and entitlements
attaching to the Scheme Shares as at the Implementation Date, will be transferred
to Zhongjin, without the need for any further act by any Scheme Shareholder (other
than acts performed by Perilya as attorney and agent for Scheme Shareholders
under clause 8.5), by:
(i)

Perilya delivering to Zhongjin a duly completed Scheme Share Transfer,
executed on behalf of the Scheme Shareholders by Perilya, for
registration; and

(ii)

Zhongjin duly executing the Scheme Share Transfer, attending to the
stamping of the Scheme Share Transfer (if required) and delivering it to
Perilya for registration; and

as soon as possible following receipt of the Scheme Share Transfer in accordance
with clause 4.2(a)(ii), Perilya must enter, or procure the entry of, the name and
address of Zhongjin in the Perilya Share Register in respect of all the Scheme
Shares transferred to Zhongjin in accordance with this Scheme.

5.

SCHEME CONSIDERATION

5.1

Provision of Scheme Consideration

5.2

(a)

Zhongjin must pay or procure that, by no later than the Business Day before the
Implementation Date, an amount equal to the aggregate amount of the Scheme
Consideration payable to all Scheme Shareholders is deposited in cleared funds, in
an Australian dollar denominated trust account operated by Perilya as trustee for
the Scheme Shareholders, (provided that any interest on the amounts deposited
(less bank fees and other charges) will be credited to Zhongjin’s account).

(b)

Subject to Zhongjin complying with its obligations under clause 5.1(a), Perilya
must on the Implementation Date pay or procure the payment of the Scheme
Consideration due to each Scheme Shareholder from the trust account referred to
in clause 5.1(a).

(c)

The obligations of Perilya under clause 5.1(b) will be satisfied by Perilya:
(i)

dispatching, or procuring the dispatch of, a cheque to each Scheme
Shareholder by prepaid post to their Registered Address (as at the
Record Date), such cheque being drawn in the name of the Scheme
Shareholders (or in the case of joint holders, in accordance with the
procedures set out in clause 5.2), for the relevant amount; or

(ii)

making a deposit in an account with any ADI (as defined in the Banking
Act 1959 (Cth)) in Australia notified by the Scheme Shareholder to
Perilya and recorded in or for the purposes of the Perilya Share Register
as at the Record Date.

Joint holders
In the case of Scheme Shares held in joint names, the Scheme Consideration is payable to
the joint holders and any cheque required to be sent under this Scheme will be made
payable to the joint holders and sent to the holder whose name appears first in the Perilya
Share Register as at the Record Date.

5.3

Unclaimed monies
(a)
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Perilya may cancel a cheque issued under clause 5.1(c) if the cheque:
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(b)

5.4

(i)

is returned to Perilya; or

(ii)

has not been presented for payment within six months after the date on
which the cheque was sent.

During the period of one year commencing on the Implementation Date, on request
from a Scheme Shareholder, Perilya must reissue a cheque that was previously
cancelled under this clause.

Orders of a court
In the case of written notice having been given to Perilya (or the Perilya Share Registrar) of
an order made by a court of competent jurisdiction:
(a)

which requires payment to a third party of a sum in respect of Scheme Shares held
by a particular Scheme Shareholder, which would otherwise be payable to that
Scheme Shareholder in accordance with clause 5.1(c), then Perilya shall be
entitled to procure that payment is made in accordance with that order; or

(b)

which would prevent Perilya from despatching a cheque to any particular Scheme
Shareholder in accordance with clause 5.1(c), Perilya shall be entitled to retain an
amount, in Australian dollars, equal to the number of Scheme Shares held by that
Scheme Shareholder multiplied by the Scheme Consideration until such time as
payment in accordance with clause 5.1(c) is permitted by that order or otherwise
by law.

6.

DEALINGS IN PERILYA SHARES

6.1

Determination of Scheme Shareholders
To establish the identity of the Scheme Shareholders, dealings in Perilya Shares will only be
recognised if:

6.2
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(a)

in the case of dealings of the type to be effected using CHESS, the transferee is
registered in the Perilya Share Register as the holder of the relevant Perilya
Shares on or before the Record Date; and

(b)

in all other cases, registrable transfer or transmission applications in respect of
those dealings are received on or before the Record Date at the place where the
Perilya Share Register is kept, and Perilya will not accept for registration, nor
recognise for the purpose of establishing the persons who are Scheme
Shareholders, any transfer or transmission application in respect of Perilya Shares
received after such times, or received prior to such times but not in registrable
form.

Register
(a)

Perilya must register registrable transmission applications or transfers of the
Scheme Shares in accordance with clause 6.1(b) on or before the Record Date;
provided that, for the avoidance of doubt, nothing in this clause 6.2(a) requires
Perilya to register a transfer that would result in a Perilya Shareholder holding a
parcel of Perilya Shares that is less than a ‘marketable parcel’ (as defined in the
ASX Operating Rules).

(b)

If the Scheme becomes Effective, a holder of Scheme Shares (and any person
claiming through that holder) must not dispose of or purport or agree to dispose of,
any Scheme Shares or any interest in them after the Record Date.

(c)

For the purpose of determining entitlements to the Scheme Consideration, Perilya
must maintain the Perilya Share Register in accordance with the provisions of
clause 6.2(a) until the Scheme Consideration has been paid to the Scheme
Shareholders. The Perilya Share Register in this form will solely determine
entitlements to the Scheme Consideration.

(d)

All statements of holding for Perilya Shares (other than statements of holding in
favour of Zhongjin) will cease to have effect after the Record Date as documents of
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title in respect of those shares and, as from that date, each entry current at that
date on the Perilya Share Register (other than entries on the Perilya Share
Register in respect of Zhongjin) will cease to have effect except as evidence of
entitlement to the Scheme Consideration in respect of the Perilya Shares relating
to that entry.
(e)

7.

As soon as possible on or after the Record Date, and in any event within three
Business Days after the Record Date, Perilya will ensure that details of the names,
Registered Addresses and holdings of Perilya Shares for each Scheme
Shareholder as shown in the Perilya Share Register are available to Zhongjin in
the form Zhongjin reasonably requires.

QUOTATION OF PERILYA SHARES
(a)

Perilya will apply to ASX to suspend trading on the ASX in Perilya Shares with
effect from the close of normal trading on ASX on the Effective Date.

(b)

Provided that the Scheme has been fully implemented in accordance with its
terms, Perilya will apply:
(i)

for termination of the official quotation of Perilya Shares on the ASX; and

(ii)

to have itself removed from the official list of the ASX, on a date after the
Implementation Date to be determined by Zhongjin.

8.

GENERAL SCHEME PROVISIONS

8.1

Consent to amendments to the Scheme
If the Court proposes to approve the Scheme subject to any alterations or conditions, Perilya
may by its counsel consent on behalf of all persons concerned to those alterations or
conditions to which Zhongjin has consented.

8.2

Scheme Shareholders’ agreements and warranties
(a)

(b)

8.3
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Each Scheme Shareholder:
(i)

agrees to the transfer of their Perilya Shares together with all rights and
entitlements attaching to those Perilya Shares in accordance with the
Scheme and agrees to the variation, cancellation or modification of the
rights attached to their Perilya Shares constituted by or resulting from the
Scheme; and

(ii)

acknowledges that the Scheme binds all Scheme Shareholders.

Each Scheme Shareholder is taken to have warranted to Perilya and Zhongjin, and
appointed and authorised Perilya as its attorney and agent to warrant to Zhongjin,
that all their Perilya Shares (including any rights and entitlements attaching to
those shares) which are transferred under the Scheme will, at the date of transfer,
be fully paid and free from all mortgages, charges, liens, encumbrances, pledges,
security interests and interests of third parties of any kind, whether legal or
otherwise, and restrictions on transfer of any kind, and that they have full power
and capacity to sell and to transfer their Perilya Shares to Zhongjin together with
any rights attaching to those shares.

Title to and rights in Scheme Shares
(a)

To the extent permitted by law, the Scheme Shares transferred under the Scheme
will be transferred free from all mortgages, charges, liens, encumbrances and
interests of third parties of any kind, whether legal or otherwise.

(b)

Zhongjin will be beneficially entitled to the Scheme Shares transferred to it under
the Scheme pending registration by Perilya of Zhongjin the Perilya Share Register
as the holder of the Scheme Shares.
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8.4

Appointment of sole proxy
On the Scheme becoming Effective, and until Perilya registers Zhongjin as the holder of all
Scheme Shares in the Perilya Share Register, each Scheme Shareholder:

8.5

(a)

is deemed to have irrevocably appointed Zhongjin as attorney and agent (and
directed Zhongjin in each such capacity) to appoint any director, officer, secretary
or agent nominated by Zhongjin as its sole proxy and, where applicable or
appropriate, corporate representative to attend shareholders' meetings, exercise
the votes attaching to the Scheme Shares registered in their name and sign any
shareholders' resolution whether in person, by proxy or by corporate
representative;

(b)

undertakes not to otherwise attend or vote at any of those meetings or sign any
shareholders’ resolutions, whether in person, by proxy or by corporate
representative (other than pursuant to clause 8.4(a));

(c)

must take all other actions in the capacity of a registered holder of Scheme Shares
as Zhongjin reasonably directs; and

(d)

acknowledges and agrees that in exercising the powers referred to in clause
8.4(a), Zhongjin and any director, officer, secretary or agent nominated by Zhongjin
under clause 8.4(a) may act in the best interests of Zhongjin as the intended
registered holder of the Scheme Shares.

Authority given to Perilya
On the Scheme becoming Effective, each Scheme Shareholder, without the need for any
further act, irrevocably appoints Perilya and each of its directors, officers and secretaries
(jointly and each of them severally) as its attorney and agent for the purpose of:

8.6

(a)

enforcing the Deed Poll against Zhongjin; and

(b)

executing any document or doing or taking any other act, necessary, desirable or
expedient to give effect to this Scheme and the transactions contemplated by it,
including (without limitation) executing the Scheme Share Transfer, and Perilya
accepts such appointment. Perilya as attorney and agent of each Scheme
Shareholder, may sub-delegate its functions, authorities or powers under this
clause 8.5 to all or any of its directors, officers or employees (jointly, severally or
jointly and severally).

Binding effect of Scheme
This Scheme binds Perilya and all of the Scheme Shareholders (including those who did not
attend the Scheme Meeting, did not vote at that meeting, or voted against the Scheme) and,
to the extent of any inconsistency, overrides the constitution of Perilya.

9.

GENERAL

9.1

Stamp duty
Zhongjin will:

9.2

(a)

pay all stamp duty and any related fines and penalties in respect of this Scheme
and the Deed Poll, the performance of the Deed Poll and each transaction effected
by or made under this Scheme and the Deed Poll; and

(b)

indemnify each Scheme Shareholder against any liability arising from failure to
comply with clause 9.1.

Consent
Each of the Scheme Shareholders consents to Perilya doing all things necessary or
incidental to the implementation of this Scheme.

1609869v5

viii

9.3

Notices
If a notice, transfer, transmission application, direction or other communication referred to in
this Scheme is sent by post to Perilya, it will not be taken to be received in the ordinary
course of post or on a date and time other than the date and time (if any) on which it is
actually received at Perilya’s registered office or at the office of the Registrar.

9.4

9.5

Governing law
(a)

The Scheme is governed by the laws in force in Western Australia.

(b)

The parties irrevocably submit to the non-exclusive jurisdiction of courts exercising
jurisdiction in Western Australia and courts of appeal from them in respect of any
proceedings arising out of or in connection with this Scheme. The parties
irrevocably waive any objection to the venue of any legal process in these courts
on the basis that the process has been brought in an inconvenient forum.

Further action
Perilya must do all things and execute all documents necessary to give full effect to this
Scheme and the transactions contemplated by it.
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ANNEXURE D – DEED POLL
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ANNEXURE E – NOTICE OF COURT ORDERED SCHEME MEETING OF
SHAREHOLDERS OF PERILYA
Perilya Limited ACN 009 193 695
Notice is given that, by an order of the Federal Court of Australia (the Court) made on 28 October
2013 pursuant to section 411(1) of the Corporations Act 2001 (Cth) (the Corporations Act), a
meeting of members of Perilya Limited (Perilya) will be held at Conference Suite, Level 8, Exchange
Plaza Building, Perth, Western Australia on Monday, 2 December 2013, commencing at 10.30am
(WST).

Purpose of the meeting
The purpose of the Scheme Meeting is to consider and, if thought fit, to pass a resolution agreeing to
a scheme of arrangement (the Scheme) (with or without modification) proposed to be made between
Perilya and the holders of shares in Perilya (other than Zhongjin Lingnan Mining (HK) Company
Limited and its Related Bodies Corporate) as at the Scheme Record Date pursuant to Part 5.1 of the
Corporations Act.
A copy of the Scheme and the explanatory statement required by section 412 of the Corporations Act
in relation to it are contained in the booklet of which this notice forms part.

Resolution
The meeting will be asked to consider and, if thought fit, to pass the following resolution:
THAT, pursuant to and in accordance with section 411 of the Corporations Act
2001 (Cth), the scheme of arrangement proposed to be entered into between
Perilya and the holders of its fully paid ordinary shares (other than Zhongjin
Lingnan Mining (HK) Company Limited and its Related Bodies Corporate), as
contained in and more particularly described in the booklet of which the notice
convening this meeting forms part, is agreed to (with or without modification
as approved by the Federal Court of Australia).

Chairman
The Court has appointed Mr Patrick O’Connor, or failing him, Ms Anna Liscia, to act as chairman of
the meeting and has directed the chairman to report the result of the resolution to the Court.
Dated:

31 October 2013

Independent Directors of Perilya Limited
Paul Arndt, Patrick O’Connor and Anna Liscia
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Explanatory Notes to the Notice of Scheme Meeting
General
This notice should be read in conjunction with the entire booklet of which it forms part. The booklet
contains important information to assist you in determining how to vote on the resolution.
Terms used, but not defined in this notice, have the same meaning as set out in the Glossary section
of the booklet.
Required voting majority
In accordance with section 411(4)(a) of the Corporations Act, the resolution to approve the Scheme
must be passed at the meeting by:


unless the Court orders otherwise, a majority in number of Scheme Shareholders present and
voting (either in person or by proxy, attorney, or, in the case of bodies corporate, body
corporate representative) at the meeting; and



at least 75% of the votes cast on the resolution.

The Court has a discretion under section 411(4)(a)(ii)(A) of the Corporations Act to approve the
Scheme if it is approved by at least 75% of the votes cast on the resolution, but not by a majority in
number of Scheme Shareholders present and voting at the meeting.
Court approval
In accordance with section 411(4)(b) of the Corporations Act, the Scheme (with or without
modification) is subject to the approval of the Court. If the resolution put to the meeting is passed by
the requisite majority and the other conditions precedent to the Scheme (other than approval by the
Court) are satisfied or waived by the time required under the Scheme, Perilya intends to apply to the
Court for the necessary orders to give effect to the Scheme.
Entitlement to vote
Under section 411 of the Corporations Act and all other enabling powers, the Court has determined
that the time for determining eligibility to vote at the meeting is 7.00pm (AEDT) on 1 December 2013.
Only those Scheme Shareholders entered on the Perilya Register at that time will be entitled to attend
and vote at the meeting. The remaining comments in these explanatory notes are addressed to
Scheme Shareholders entitled to attend and vote at the meeting.
How to vote
Voting will be on a poll. You may vote at the meeting by:


attending and voting in person;



appointing one or two proxies to attend and vote on your behalf, using the proxy form that
accompanied this booklet;



appointing an attorney to attend and vote on your behalf, using a power of attorney; or



in the case of a body corporate, appointing a body corporate representative to attend and vote
on your behalf, using a certificate of appointment of body corporate representative.

Attendance
If you or your representative(s) plan to attend the meeting, please arrive at the venue at least 30
minutes before the scheduled time for commencement, so that your shareholding can be checked
against the Perilya Register, any power of attorney or certificate of appointment of body corporate
representative verified, and you or your representative's attendance noted.
Jointly held securities
If you hold Scheme Shares jointly with one or more other persons, only one of you may vote. If more
than one of you attempts to vote, only the vote of the holder whose name appears first on the Perilya
Register will be counted.
Voting in person
To vote in person, you must attend the meeting.
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Eligible Scheme Shareholders who wish to attend and vote at the meeting in person will be admitted
and given a voting card at the point of entry to the meeting on disclosure of their name and address.
Voting by proxy
You may appoint one or two proxies. Your proxy need not be another Scheme Shareholder. Each
proxy will have the right to vote on a poll and also to speak at the meeting.
To appoint a proxy, you should complete and return the proxy form that accompanied this booklet in
accordance with the instructions on that form. The deadline for receipt of proxy forms by the Perilya
Registry is 10.30am (WST) on 30 November 2013.
If you wish to appoint a second proxy, a second proxy form should be used and you should clearly
indicate on the second proxy form that it is a second proxy and not a revocation of your first proxy.
You can obtain a second proxy form from the Perilya Registry. Replacement proxy forms can also be
obtained from the Perilya Registry.
If you appoint two proxies, each proxy should be appointed to represent a specified proportion of your
voting rights. If you do not specify the proportions in the proxy forms, each proxy may exercise half of
your votes with any fractions of votes disregarded.
You should consider how you wish your proxy to vote. That is, whether you want your proxy to vote
'for' or 'against' or abstain from voting on the resolution, or whether to leave the decision to the proxy
after he or she has considered the matters discussed at the meeting.
If you do not direct your proxy how to vote on an item of business, the proxy may vote, or abstain from
voting, as he or she thinks fit. If you instruct your proxy to abstain from voting on an item of business,
he or she is directed not to vote on your behalf, and the shares the subject of the proxy appointment
will not be counted in computing the required majority.
If you return your proxy form:


without identifying a proxy on it, the chairman of the meeting may either act as proxy or
complete the proxy appointment by inserting the name or names of one or more Independent
Directors or the Perilya Company Secretary; or



with a proxy identified on it but your proxy does not attend the meeting, the chairman of the
meeting will act in place of your nominated proxy and vote in accordance with any directions on
your proxy form.

In the absence of a Superior Proposal for Perilya, the chairman of the meeting, all other Independent
Directors and the Perilya Company Secretary intend to vote all valid undirected proxies which
nominate them in favour of the resolution (subject to applicable law).
Proxies of eligible Scheme Shareholders will be admitted to the meeting and given a voting card at
the point of entry to the meeting on providing written evidence of their name and address.
Your appointment of a proxy does not preclude you from attending in person, revoking the proxy and
voting at the meeting.
Voting by attorney
You may appoint an attorney to attend and vote at the meeting on your behalf. Your attorney need
not be another Scheme Shareholder. Each attorney will have the right to vote on the poll and also to
speak at the meeting.
The power of attorney appointing your attorney to attend and vote at the meeting must be duly
executed by you and specify your name, the company (that is, Perilya) and the attorney, and also
specify the meetings at which the appointment may be used. The appointment may be a standing
one.
The power of attorney, or a certified copy of the power of attorney, should be lodged with the Perilya
Registry at the address or fax number provided on the proxy form before the meeting.
Attorneys of eligible Scheme Shareholders will be admitted to the meeting and given a voting card on
providing at the point of entry to the meeting written evidence of their appointment, their name and
address, and the name of their appointor(s).
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Your appointment of an attorney does not preclude you from attending in person and voting at the
meeting.
Voting by body corporate representative
If you are a body corporate, you may appoint an individual to act as your body corporate
representative. The appointment must comply with the requirements of section 250D of the
Corporations Act, meaning that Perilya Registry will require a certificate of appointment of body
corporate representative to be executed by you in accordance with the Corporations Act. A form of
certificate may be obtained from Perilya Registry from its office at Level 2, 45 St George’s Terrace,
Perth, Western Australia or by telephone on 1300 729 381. The certificate should be lodged with the
Perilya Registry before the meeting or at the registration desk on the day of the meeting. The
certificate will be retained by the Perilya Registry.
If a certificate is completed by an individual or a corporation under power of attorney, the power of
attorney, or a certified copy, must accompany the completed certificate unless the power of attorney
has previously been noted by the Perilya Registry. Body corporate representatives of eligible
Scheme Shareholders will be admitted to the meeting and given a voting card at the point of entry to
the meeting on providing written evidence of their appointment, their name and address, and the
name of their appointor(s). The chairman of the meeting may permit a person claiming to be a
representative to exercise the body’s powers’ even if they have not produced a certificate or other
satisfactory evidence of their appointment.
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