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Perilya Limited 
ABN: 85 009 193 695

The Perilya Limited Annual General Meeting (“AGM”) will be 
held at: 

Location: Conference Suite, Level 8, Exchange Plaza Building, 
2 The Esplanade, Perth, Western Australia

Date:  Tuesday, 25 November 2008

Time:  10.30 am (Perth time), 
with registration from 10.00 am.

The following documents relate to the AGM:

• Notice of Meeting for the AGM, including explanatory 
memorandum;

• Notice of how to access a copy of the Company’s electronic 
annual report for the year ending 30 June 2008; and

• Proxy Form and return envelope.

If you are attending the AGM in Perth and have not lodged 
a Proxy Form, please bring the Proxy Form with you to assist 
with registration.

If you are not attending the AGM in Perth, you can lodge 
a completed Proxy Form by returning it in the enclosed 
envelope or alternatively by facsimile.

Please be aware that the Proxy Form needs to be received 
by the Perilya Share Registrar by no later than 10.30 am 
(Perth time) on 23 November 2008. Further details on 
lodging your Proxy Form can be found on the reverse side 
of the Proxy Form.

Notice of Annual General Meeting
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Perilya has adopted regulations that enable the Company 
to no longer distribute a hard copy annual report, unless a 
shareholder elects to continue to receive a hard copy.

In accordance with the Corporations Act, Perilya advises that a 
copy of the Company’s Annual Report for the year ended 30 June 
2008, is available on the Perilya website, www.perilya.com.au/
investor-information/company-reports. When you access the 
Company’s Annual Report on-line, you can view it, search for 
specific information and print a copy of the Annual Report. 

Please note that if you have elected to continue to receive a 
hard copy of the Company’s Annual Report, it will be mailed to 
you no later than 21 days before the Annual General Meeting.

However, if you did not elect to continue to receive a hard copy 
of the Company’s Annual Report and now (or some time in the 
future) wish to receive a hard copy of the Company’s Annual 
Report, then please contact the Perilya Share Registrar on 
+61 8 9323 2000. They will be pleased to mail you a copy.

Notice of how to access a copy of the Company’s electronic 
annual report for the year ending 30 june 2008.
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20 October 2008

Dear Shareholder

I invite all shareholders who can to attend at the AGM. This will provide a opportunity for the Board and Management to present 
to you our plans for the Company going forward and to answer any questions you may have. For those unable to attend, I invite 
you to read and consider the resolutions proposed in the Notice of Meeting and to lodge your proxy forms so that your voting 
intention can be accounted for at the AGM.

In particular, the Board wishes to draw to your attention the following resolutions:

• Resolution 3(b): The appointment of Mr. Paul Arndt as a director and Managing Director of Perilya Limited.
• Resolution 4: Authority to sell surplus mining equipment from the resized Broken Hill Operation.
• Resolution 5: The issue of options to Perilya Limited employees, including Mr. Paul Arndt.

On 2 October 2008 CBH Resources Limited (CBH) announced its intention to make a takeover offer to acquire all of the shares 
in Perilya. The offer by CBH is subject to certain conditions. Resolutions 3(b), 4 and 5 enable the Board to effect matters which 
were in progress prior to CBH’s announcement and may otherwise breach one or more bid conditions under CBH’s offer. 
Full details are set out in the Notice of Meeting and accompanying explanatory memorandum.

In each case, your Board recommends you vote in favour of the resolutions. Details of the implications of the proposed 
resolutions with respect the CBH takeover offer and your Board’s recommendations are set out in the attached documents.

With respect to the CBH takeover offer, CBH’s offer is unsolicited and proposes to offer CBH shares for Perilya shares on terms and 
conditions outlined in their announcement to the ASX of 2 October 2008. Until CBH lodges a Bidder’s Statement your Board does 
not currently anticipate being in a position to make a final assessment of the merits or otherwise of the offer. Perilya Shareholders 
are advised to take no action until the Board has had an opportunity to fully consider the offer and make a recommendation.

Perilya’s Board is intimately aware of CBH’s business and their challenges due to the failed Scheme of Arrangement proposed 
earlier this year when it explored the potential for synergies between the companies’ respective interests at Broken Hill. 
Since that time both companies have taken steps to resize their respective operations in response to market conditions. 
We believe that the prevailing market conditions today are still not favourable for any upsizing or significant investment into 
development of new underground ore sources. The CBH view of ‘compelling financial and operational logic’ for the merger 
entity in the current metal price environment will need to be clearly set out in the Bidder’s Statement. 

Your Board shares my belief that CBH’s interest in Perilya is a reflection of the inherent strength and value of Perilya’s Broken Hill 
Operation and affirms that the difficult decisions we have taken in recent months have put Perilya in a strong position to weather 
a prolonged period of low metal prices.

Perilya is substantially debt-free. We have a clean and strong balance sheet that is a conservative reflection of the Company’s 
reduced exploration and production activities prudent in the current market. Together with fully-owned and established 
concentrator infrastructure Perilya is well positioned to rapidly ramp-up production, increase profitability and extend the life of 
its Broken Hill assets when metal prices are conducive to doing so.  

Our employees are also Perilya Shareholders, and we are appreciative of their initiative and support during the past year. The 
commitment of our employees has enabled Perilya to continue production at Broken Hill at a time when a number of base metal 
producers, both nationally and abroad, have been forced to close down their operations due to the current period of low metal prices.

Perilya will keep its Shareholders fully informed of developments as they occur and provide a formal recommendation on 
CBH’s offer in ample time for Shareholders to make an informed decision.

I look forward to meeting with shareholders able to attend the AGM in late November. 

In the interim, please do not hesitate to call me on +618 6210 2000 should you require any further information.

Yours sincerely

 

Patrick O’Connor 
Executive Chairman

Chairman’s Letter
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Notice of Annual General Meeting

The Annual General Meeting of Perilya Limited (“Perilya” or “the 
Company”) will be held at the Conference Suite, Level 8, Exchange 
Plaza Building, 2 The Esplanade, Perth, Western Australia, on 
Tuesday, 25 November 2008 at 10.30 am (Perth time).

Terms used in this Notice and explanatory memorandum are 
defined in the glossary to this document. 

The explanatory memorandum which accompanies and forms 
part of this Notice describes the matters to be considered at 
the Annual General Meeting. 

1. Annual Financial Report

 To receive and consider the Annual Financial Report, the 
Directors’ Report and the Audit Report of Perilya for the 
financial year ended 30 June 2008.

2. Adoption of the Remuneration Report (non-bing resolution)

 To adopt the annual Remuneration Report for Perilya 
(which is contained in the Directors’ Report) for the 
financial year ended 30 June 2008.

3. Election of Directors

 To consider and, if thought fit, to pass the following as 
separate ordinary resolutions:

(a)	“That	Mr	Patrick	O’Connor,	who	retires	in	accordance	
with	Article	3.6	of	the	Company’s	Constitution,	be	re-
elected	as	a	director	of	Perilya.”

(b)	“That	Mr	Paul	Arndt,	be	elected	as	a	director	of	Perilya	
and	that	his	appointment	as	Managing	Director	of	
Perilya	be	approved.”

4. Approvals to Sell Surplus Equipment

 To consider and, if thought fit, to pass the following as an 
ordinary resolution:

	 “That	the	Company	be	authorised	to	sell	surplus	mining	
equipment	from	its	resized	Broken	Hill	Operation	
identified	or	described	in	the	accompanying	Explanatory	
Memorandum.”

5. Approvals to Issue Options to Employees

 To consider and, if thought fit, to pass the following as an 
ordinary resolution:

	 “That	for	the	purposes	of	ASX	Listing	Rule	7.9	and	10.14,	
and	for	all	other	purposes,	7,650,000	Options	be	issued	to	
Perilya	employees	subject	to	the	terms	and	conditions	in	
the	accompanying	explanatory	memorandum.”

NOTES:

These notes form part of the Notice of Annual General Meeting.

On 2 October 2008, CBH Resources Limited announced its 
intention to make an all-script bid for all of the shares in 
Perilya. The offer by CBH is subject to certain conditions. 
Resolutions 3(b), 4 and 5 enable the Board to effect matters 

which were in progress prior to CBH’s announcement and 
may otherwise breach one or more Bid Conditions under 
CBH’s offer. Further details are set out in the accompanying 
explanatory memorandum.

Voting Exclusion Statement

The Company will disregard any votes cast on the resolution 
5 by a Director (except one who is ineligible to participate in 
any employee incentive scheme in relation to the Company) 
and any of those Director’s associates. However, the Company 
need not disregard a vote if:

• it is cast by a person as proxy for a person who is entitled to 
vote, in accordance with the directions on the proxy form or

• it is case by the person chairing the meeting as proxy for 
a person who is entitled to vote, in accordance with a 
direction on the proxy form to vote as the proxy decides

Voting Entitlements

The Directors have determined that, for the purpose of voting 
at the Meeting, members eligible to vote at the Meeting are 
those persons who are the registered holders of shares at 
5.00 pm (Perth time) on 23 November 2008.

How to Vote

You may vote by attending the Meeting in person, by proxy, or 
by an authorised representative.

Voting in Person

To vote in person, attend the Meeting on the date and at the 
place set out above. Members are asked to arrive at the venue 
30 minutes prior to the time designated for the Meeting, if 
possible, so that the Company may check their shareholding 
against the Company’s share register and note attendances.

Voting by Proxy

A shareholder has the right to appoint a proxy, who need 
not be a shareholder of the Company. A proxy can be an 
individual or a body corporate. A body corporate appointed 
as a shareholder’s proxy may appoint a representative 
to exercise any of the powers the body may exercise as a 
proxy at the Meeting. The representative should bring to the 
Meeting evidence of his or her appointment, including any 
authority under which the appointment is signed, unless it 
has previously been given to the Company.  

If a shareholder is entitled to cast two or more votes they may 
appoint two proxies and may specify the percentage of votes 
each proxy is appointed to exercise.

To vote by proxy, the Proxy Form (together with the original 
of any power of attorney or other authority, if any, or certified 
copy of that power of attorney or other authority under which 
the proxy is signed) must be received at the Share Registrar 
of Perilya no later than 10.30 am (Perth time) on 23 November 
2008 (Proxy Forms received after that time will be invalid). 
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Glossary

Proxy Forms must be received before that time via any of the 
following methods:

By Post: Computershare Investor Services Pty Limited 
   GPO Box 242, Melbourne, Victoria 3001
By Facsimile: (within Australia) 1800 783 447 

By Facsimile:  (outside Australia) +61 3 9473 2555

Corporate Representatives 

A body corporate may elect to appoint an individual to 
act as its representative in accordance with Section 250D 
of the Corporations Act, in which case the Company will 
require a certificate of appointment of the corporate 
representative executed in accordance with the Corporations 
Act. The certificate of appointment must be lodged with 
the Company and/or the Company’s Share Registrar, 
Computershare Investor Services, before the Meeting or at 
the registration desk on the day of the Meeting. Certificates 
of appointment of corporate representatives are available 
at www.computershare.com or on request by contacting 
Computershare Investor Services on telephone number 
+61 1300 557 010.

Enquiries

Shareholders are invited to contact the Company Secretary, 
Darryl Edwards, on +61 8 6210 2000 if they have any queries 
in respect of the matters set out in these documents.

By order of the Board

Darryl Edwards 
Company Secretary

Dated 20 October 2008

The Notice of Annual General Meeting, Explanatory 
Memorandum and Proxy Form should be read in 
their entirety. If shareholders are in doubt as to how 
they should vote, they should seek advice from their 
accountant, solicitor or other professional adviser 
prior to voting.

Annual General means the Annual General Meeting of 
Meeting or AGM Shareholders of the Company to be held
or Meeting at the Conference Suite, Level 8, 

Exchange Plaza Building, 2 The Esplanade, 
Perth, Western Australia 6000, on 
Tuesday, 25 November 2008 at 10.30 am 
(Perth time), or any adjournment thereof.

ASX  means ASX Limited (ABN 98 008 624 691),  
or as the context requires, the financial 
market operated by it.

ASX Listing Rules means the Listing Rules of ASX.
or Listing Rules

Bid Condition means a condition to the CBH takeover 
offer, as set out in CBH’s announcement 
of 2 October 2008.

Board  means the board of Directors of the 
Company.

Company or Perilya means Perilya Limited 
(ABN 85 009 193 695).

Constitution means the Company’s constitution.

Corporations Act means the Corporations	Act	2001 (Cth).

Director means a director of the Company.

Notice  means the notice of Meeting accompanying 
this explanatory memorandum.

Option  means an option to acquire a Share.

Share  means a fully paid ordinary Share in the 
capital of the Company.
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This explanatory memorandum and all attachments are 
important documents. They should be read carefully. If you have 
any questions regarding the matters set out in this explanatory 
memorandum or the preceding Notice, please contact the 
Company, your stockbroker or other professional adviser.

General information
This explanatory memorandum has been prepared for the 
shareholders of the Company in connection with the Annual 
General Meeting (“AGM”) of the Company to be held on 
25 November 2008.

The purpose of this explanatory memorandum is to provide 
shareholders with information that the Board believes to 
be material to shareholders in deciding whether or not to 
approve the resolutions detailed in the Notice.

Takeover offer by CBH Resources Limited

On 2 October 2008 CBH Resources Limited (“CBH”) 
announced its intention to make a takeover offer to acquire 
all of the shares in Perilya. The offer is subject to a number of 
conditions (“Bid Conditions”)

CBH’s offer is unsolicited and proposes to offer CBH shares 
for Perilya shares on terms and conditions outlined in 
their announcement to ASX. Until CBH lodges a Bidder’s 
Statement, the Board does not anticipate being in a position 
to make a final assessment of the merits or otherwise of the 
offer. Perilya shareholders have previously been advised to 
take no action until the Board has had an opportunity to fully 
consider the offer and make a recommendation. Full details of 
the Board’s response and recommendations will be set out in 
the Company’s Target’s Statement.

Perilya’s Board believes that CBH’s unsolicited offer is a 
reflection of the inherent strength and value of Perilya’s 
Broken Hill Operation and affirms that the difficult decisions 
taken in recent months have put Perilya in a strong position to 
weather a prolonged period of low metal prices.

The matters the subject of resolutions 3(b), 4 and 5 may 
potentially breach a Bid Condition and shareholders should 
consider the potential effect of approving those resolutions 
on CBH’s takeover offer, including that approving each of 
these resolutions may entitle CBH to withdraw its offer.

The Bid Conditions are set out in an annexure to CBH’s ASX 
announcement of 2 October 2008. Under section 631 of the 
Corporations Act, it is a strict liability offence for CBH to not 
make an offer on the terms announced (or on more favourable 
terms to Perilya shareholders) within two months from the 
announcement date. For this reason, the Bid Conditions are 
set out in the announcement. The Corporations Act allows a 
bidder to make a takeover offer subject to conditions, with 
specified exceptions. If a Bid Condition is breached, CBH is 
not obliged to complete its takeover.  

A number of the Bid Conditions are relevant to resolutions 
3(b), 4 and 5. They are:

Bid Condition 5 provides:

	 “By	no	later	than	five	Business	Days	before	the	end	of	the	
offer	period,	all	options	and	performance	rights	granted	
by	Perilya	under	an	Employee	Share	Scheme	are	required	
or	agreed	to	be	acquired	by	CBH	or	cancelled	without	
payment	of	a	material	amount	in	accordance	with	the	
terms	of	such	Employee	Share	Scheme”.

Bid Condition 8 provides, relevantly:

	 “Except	as	disclosed	in	any	public	announcement	by	
Perilya	delivered	to	ASX	prior	to	the	Announcement	
Date,	no	member	of	the	Perilya	Group	has	between	the	
Announcement	Date	and	the	end	of	the	Offer	Period:

(a)	acquired,	offered	to	acquire	or	agreed	to	acquire,	
or	disposed	of,	offered	to	dispose	of	or	agreed	to	
dispose	of,	one	or	more	shares,	companies	or	assets	
(or	an	interest	in	one	or	more	shares,	companies	or	
assets)	for	an	amount	in	aggregate	that	is	material	or	
disposed	of,	offered	to	dispose	of	or	agreed	to	dispose	
of,	any	underground	mobile	mining	equipment	at	
Perilya’s	Broken	Hill	Operation	that	has	not	reached	
the	limit	of	its	economic	life	…

(e)	 issued	or	agreed	to	issue,	or	authorised	or	proposed	
to	issue	of,	any	equity,	debt	or	hybrid	security	
(including	any	security	convertible	into	shares	of	
any	class)	or	rights,	warrants,	performance	rights	or	
options	(including	under	any	Employee	Share	Scheme)	
to	subscribe	for	or	acquire	any	such	securities;	…

(i)	 entered	into,	renewed	or	changed	the	terms	of,	any	
contract	of	service	with	any	director	or	senior	executive	of	
Perilya	or	another	material	member	of	the	Perilya	Group.

The appointment of Paul Arndt as a Director of Perilya and as 
Managing Director, sought to be approved by Resolution 3(b) 
may breach Bid Condition 8(i). The sale of surplus equipment 
contemplated by Resolution 4 will breach Bid Condition 
8(a). The issue of Options contemplated by resolution 5 will 
breach Bid Condition 8(e) and also Bid Condition 9 relating 
to prescribed occurrences. The issue of Options pursuant 
to resolution 5 may also increase the prospects that Bid 
Condition 5 is not satisfied.

Accordingly, shareholders should be aware that if they vote in 
favour of any of resolutions 3(b), 4 or 5, CBH may exercise its 
rights not to complete its offer because a Bid Condition has 
been breached.

There is no statutory or other prohibition on the directors 
proposing resolutions which may breach the Bid Conditions. 
However, the Takeovers Panel has indicated that entering 
into a transaction which triggers a breach of a Bid Condition 
may have the effect of denying Perilya shareholders an 
opportunity to consider whether or not they wish to accept 
the takeover offer by CBH. This may give CBH the ability to 
seek a remedy from the Takeovers Panel, which could include 
preventing the relevant transactions from being implemented.

Explanatory memorandum
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The Takeovers Panel has indicated that the seeking of 
shareholder approval may avoid the possibility that any 
action proposed by target company directors could give rise 
to unacceptable circumstances.

By seeking shareholder approval for Resolutions 3(b), 4 and 
5, Perilya shareholders can make a choice between the risk 
that CBH may not proceed with its offer and the triggering 
actions proposed to be approved by resolutions 3(b), 4 and 
5. Your Directors believe that implementing the matters for 
which shareholder approval is sought in resolutions 3(b), 
4 and 5 is in the best interests of the Company.

Your Directors will seek clarification from CBH as to what 
action they intend to take if any of resolutions 3(b), 4 and 5 
are approved by shareholders and the Board implements the 
relevant transactions.

Item 1. Financial Reports
The Corporations Act requires the Annual Financial Report, 
Directors’ Report, and the Auditor’s Report (“Annual Report” 
or “Concise Annual Report”) to be received and considered at 
the Meeting. A copy of the Company’s 2008 Concise Annual 
Report and 2008 Full Financial Report can be accessed on-line 
at www.perilya.com.au/investor-information/company-reports. 
Alternatively, a hard copy will be made available on request. 

The Corporations Act does not require shareholders to vote on 
the Annual Report. However, shareholders attending the AGM 
will be given a reasonable opportunity to ask questions about, 
or make comments on, the financial statements and reports. 

The Company’s auditor, PriceWaterhouseCoopers, will 
be present at the Meeting and shareholders will have the 
opportunity ask the auditor questions in relation to the 
conduct of the audit, the auditor’s report, the Company’s 
accounting policies, and the independence of the auditor.

Item 2. Approval of the Remuneration Report
The Concise Annual Report for the year ended 30 June 2008 
contains a Remuneration Report which:

• sets out the remuneration policy for Perilya;

• discusses the relationship between the remuneration 
policy and the Company’s performance; and

• details the remuneration arrangements for the Chief 
Executive Officer, senior executives and Non-Executive 
Directors.

The Remuneration Report is contained within the Director’s 
Reports in the Company’s Concise Annual Report and in the 
annual report section of the website at www.perilya.com.au/
investor-information/company-reports.

Voting on the adoption of the Remuneration Report is for 
advisory purposes only and will not bind the Directors or the 
Company.  The Chairman of the Meeting will allow reasonable 
opportunity for shareholders to ask questions about, or 
comment on, the Remuneration Report at the Meeting.

Whilst there is no legal requirement to abstain from voting, 
the Company expects Directors, and the specified executives 
whose remuneration details are disclosed in the report, not to 
vote on this item.

Items 3(a) and (b). Election of Directors

Background

The current Board composition comprises one Executive 
Chairman and four independent non-executive Directors. 
Following the recent completion of the resizing of the Company’s 
Broken Hill Operations and corporate office functions, the Board 
has decided to implement a restructure of the Perilya Board. 
The Board restructure, is considered prudent in the current 
environment and reduces the aggregate amount of Director 
fees. The Restructure provides for the retirement of one Non-
Executive Director, Evert van Den Brand, the appointment of Paul 
Arndt (Executive General Manager Operations) to the Board as 
Managing Director and the Executive Chairman returning to a 
Non-Executive Chairman role.

Accordingly, and subject to the passage of resolutions 3a 
and 3b, the Board will consist of one Non-Executive Chairman, 
three independent Non-Executive Directors and a 
Managing Director.

Details on each of the Director’s background including 
experience, knowledge and skills and their status as an 
independent or non-independent Director are set out in 
the Company’s 2008 Annual Concise Report. Details on the 
executives to be appointed to the Board are set out below.

The Board considers that the mix of executive and non-
executive Directors collectively bring the range of skills, 
knowledge and experience necessary to direct the Company.

Clause 3.6 of the Company’s Constitution requires that an 
election of Directors must be held at each annual general 
meeting and that a Director must retire at the third annual 
general meeting after the Director was elected or last re-
elected, in accordance with ASX Listing Rule 14.4. Where none 
of the Directors have reached the third term, then the Director 
who has been in office longest since last being elected or 
appointed must retire from office at the annual general 
meeting. Directors who retire from office in accordance with 
clause 3.6 are eligible for re-election. Accordingly, Patrick 
O’Connor who was last elected in November 2006, will retire 
and offer himself for re-election. All other Directors were last 
elected within the last two years. 

Item 3(a). Re-election of Mr Patrick O’Connor
Patrick O’Connor retires by rotation in accordance with the 
Company’s Constitution and offers himself for re-election as a 
Director of the Company. 

Patrick was appointed Non-Executive Chairman on 1 February 
2006 and subsequently, Executive Chairman on 5 February 
2008, to oversee a strategic review and any corporate 
transactions. Subject to the approval to re-elect Patrick 
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Explanatory memorandum (continued)

O’Connor as a Director, he will following the conclusion of the 
Meeting and subject to approval of matters herein this notice, 
resume his role as Non-Executive Chairman.

Patrick is also a Non-Executive Chairman of the Water 
Corporation and Xceed Capital Limited.

Patrick has extensive executive leadership skills and 
wide experience in communicating with capital markets, 
shareholders and the media. He has a deep understanding 
of organisational and strategic development drawn from his 
involvement in management consulting practices specialising 
in these fields. He is currently an executive of St George 
Capital Pty Ltd, a boutique investment manager. 

Qualifications: BCom (UWA), SEP Stanford Executive  
   Program (USA), FAICD

Age:  45

The Board endorses the re-election of Patrick O’Connor as 
a Director.

Item 3(b). Election of Mr Paul Arndt and approval 
of appointment as Managing Director
In February 2008, the Board appointed Paul Arndt as Executive 
General Manager Operations to oversee performance 
improvements at the Broken Hill Operation and subsequently 
and as a result of the resizing of the organisation and in 
particular the Company’s operations at Broken Hill. 

During Paul’s time with Perilya he has been instrumental in 
delivering a 15% increase in production in the second half 
of 2008 as well as significant reductions in direct operating 
costs at the Broken Hill Operation.  

On 26 September 2008, as part of the recent restructuring of 
the organisation, the Board resolved to appoint Paul Arndt 
as Chief Executive Officer (CEO) from 1 October 2008 and 
following a period of handover with the Executive Chairman, 
he would be appointed as Managing Director, subject to Paul’s 
acceptance and any other regulatory approval. This resolution 
will now approve Paul’s appointment as Managing Director, 
with effect from 25 November 2008, which would otherwise 
have been made in the ordinary course of business and without 
shareholder approval. But for CBH’s takeover offer, Paul’s 
appointment as Managing Director would have been in effect 
sometime prior to the Annual General Meeting and not require 
shareholder approval. The Board considers it is prudent that 
Paul’s appointment as a Director and Managing Director be put 
to shareholders, given the current CBH offer. As set out above, 
approval of this resolution and the appointment of Paul Arndt 
as Managing Director may trigger a breach of a Bid Condition.

Paul brings a range of skills and qualities well suited to 
the role, including a steadfast and disciplined approach 
to addressing key business drivers. Paul brings a wealth 
of mining experience and skills in the areas of strategy, 
commercialisation, people and project management. 

Paul’s former roles include senior general management 
positions with Newcrest at their Telfer operation in WA, 
Pasminco’s Cockle Creek smelter in Boolaroo (NSW), and 
MIM’s Britannia zinc and lead operation in Avonmouth (UK).

Qualifications: MSc in Physical Chemistry, Graduate  
    Diploma in Mechanical Engineering

Age:   49

Independent: No

Should Paul’s appointment be approved, there would be no 
change to his current remuneration package or any additional 
fees payable. The Board endorses the election of Paul Arndt 
as Director and Managing Director.

Item 4. Approval to Sell Surplus Equipment

Background to Company Resizing

On 21 August 2008, Perilya announced that it had taken 
the difficult decision to resize of the Broken Hill Operation, 
exploration and corporate activities, which involved a 
reduction in both production and workforce.

These operational changes are aimed at ensuring the Broken 
Hill Operation maintains a production level that is financially 
viable and allows the operation to weather a prolonged period 
of low metal prices. Following the resizing program, which 
commenced in September 2008, the Broken Hill Operation 
is now well positioned to re-establish increased production 
and profitability and extend the life of mine in the future when 
metal prices increase.

Included in the resizing plan, as approved by the Perilya Board 
on 21 August 2008, was amongst other things, the closure of 
the Potosi Exploration Decline and the North Mine, a significant 
reduction in personnel, the sale of surplus mining equipment 
and the restructure of the remuneration system. 

Sale of Surplus Equipment

A sales process was commenced in September 2008 to 
sell surplus mining equipment by public tender, including 
the following:

   SurpluS Mining EquipMEnt *

7 x Underground Loaders  1 x Grader 

4 x Dump Trucks   11 x Forklifts 

3 x Atlas Copco Longhole Drills 1 x Floor Sweeper

3 x Face Jumbos - Atlas Copco Rocket 
Boomers/ Boomers 1 x Truck

1 x Shotcreter  1 x Crane

Approx 26 x light vehicles 

* the list is not a definitive list
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The equipment is surplus to the Company’s current needs and 
would significantly devalue if not sold whilst in its current well 
maintained and working order. The proposed sale is expected 
to realise approximately $5 million in cash which will be applied 
towards the costs of resizing the operation and to increase 
available cash reserves. Unless undertaken, the Company 
expects that the surplus equipment may significantly fall in value 
and that additional substantial costs will be incurred in storing 
the surplus equipment on a care and maintenance basis.  

CBH Bid Conditions

As set above approval of this resolution and the disposal of 
mining equipment is likely to trigger a breach of a Bid Condition.

Directors’ recommendation

The Directors consider that the proposed sale of surplus 
mining equipment is in the Company’s best interests and 
recommend that shareholders approve resolution 4. They do 
so for the following reasons:

(a) The sale is of equipment surplus to Perilya’s needs, will 
realise approximately $5 million, potentially avoid any 
future capital losses through the devaluation of the 
equipment, and will relieve the Company of ongoing care 
and maintenance costs.

(b) The cash received from the sale will contribute to available 
cash reserves, in times of heightened uncertainty in the 
world financial markets and is consistent with the Board’s 
decision to resize the Broken Hill Operation, preserve cash 
and maintain a relatively debt free position.

(c) The sale was implicit in the Company’s announcement to 
ASX on 21 August 2008 on the resizing of the Broken Hill 
Operation and CBH made its bid after that date.  

(d) Notwithstanding the Bid Conditions, CBH may, in its 
sole discretion, waive any potential breach of the Bid 
Conditions as a result of the sale.

Item 5. Approval to Issue Options to 
Perilya Employees

Background

The proposed issue of 7,650,000 options follows Perilya’s recent 
restructuring announced on 21 August 2008, which resulted in 
a significant downsizing of Perilya’s operations and workforce. 
Prior to the restructure, the employment contracts of senior 
Perilya executives included short term incentives as well as an 
entitlement to an issue of performance rights on 1 October of 
each year under Perilya’s Long Term Incentive Plan (“LTIP”).  

As a result of the restructure, the reduced number of Perilya 
employees and an overall review of remuneration policies by 
the Board and the Company’s Remuneration and Nominations 
Committee, both the LTIP and short term incentive plan 
were suspended on 26 September 2008.  As part of the 
remuneration review, the Board and the Remuneration and 

Nominations Committee had determined that, in Perilya’s 
current circumstances, grants of options (“Executive Options”) 
under Perilya’s Employee Share Option Plan (“ESOP”) to 
certain key Perilya senior executives (“Key Executives”), was 
the most appropriate form of short and long term incentive for 
management. The Board considers that each Key Executive is 
essential to the operation of Perilya’s ongoing business.

Given the uncertainty arising from the restructuring and 
downsizing, the Board was keen to incentivise and retain 
the Key Executives and the Key Executives were made 
aware of the proposed issue of Executive Options prior to 
CBH’s takeover offer. The proposed issue was not subject 
to shareholder approval and it was anticipated that an 
announcement would be made once agreement had been 
reached with the Key Executives.

Each Key Executive has now agreed their remuneration 
package, including, subject to approval by shareholders, the 
issue of the Executive Options.

Requirement for Shareholder approval

As noted above, on 2 October 2008 CBH announced its 
proposed takeover offer for the Company.

ASX Listing Rule 7.9 prohibits a Company from issuing equity 
securities (including options) without shareholder approval for 
3 months after being told that a takeover offer was proposed for 
its shares. Furthermore, the Bid Conditions include a condition 
that Perilya not issue or agree to issue any equity securities, 
including options under any employee share scheme.

As set out above the proposed issue of Executive Options 
will breach the Bid Conditions, potentially entitling CBH to 
withdraw its takeover offer.  

For that reason, the Board seeks shareholder approval to issue 
the Executive Options and shareholder are given a choice 
between the issue and potentially breaching a Bid Condition.

Listing Rule 10.14 prohibits a Company from issuing equity 
securities (including options) to its Directors under an employee 
share scheme without shareholder approval. If shareholders 
approve resolutions 3(b) and 5, Paul Arndt will be a Director 
before the Executive Options are issued to him. For that reason, 
the Company also seeks shareholder approval under Listing Rule 
10.14 and this explanatory memorandum contains additional 
information with respect to the proposed issue to Paul Arndt.

The issue of the Executive Options does not otherwise require 
shareholder approval under the Listing Rules, as the issue 
is made under the Company’s ESOP, which was approved by 
shareholders on 29 November 2006.
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Details of the Key Executives and the proposed issue of Executive Options

Details of the Key Executives and the proposed issue of Executive Options are set out below:

   naME titlE OptiOnS ExErciSE pricE  pEr SharE vESting datE Expiry

Paul Arndt Chief Executive Officer 1,000,000 $0.50 30 Sept 2009 30 Sept 2010 
  1,000,000 $0.60 30 Sept 2010 30 Sept 2011 
  1,000,000 $0.75 30 Sept 2011 30 Sept 2012 

 Tim Manners GM Finance 500,000 $0.50 30 Sept 2009 30 Sept 2010 
  500,000 $0.60 30 Sept 2010 30 Sept 2011  
  500,000 $0.75 30 Sept 2011 30 Sept 2012 

Paul Marinko General Counsel 350,000  $0.50 30 Sept 2009 30 Sept 2010  
  350,000  $0.60 30 Sept 2010 30 Sept 2011  
  350,000 $0.75 30 Sept 2011 30 Sept 2012 

Andrew Lord General Manager Broken Hill Operation 350,000  $0.50 30 Sept 2009 30 Sept 2010 
  350,000  $0.60 30 Sept 2010 30 Sept 2011 
  350,000 $0.75 30 Sept 2011 30 Sept 2012

Bruce Byrne Surface Manager & Assistant  
 General Manager Broken Hill Operation 350,000 $0.50 30 Sept 2009 30 Sept 2010  
  350,000  $0.60 30 Sept 2011 30 Sept 2010 
  350,000 $0.75 30 Sept 2011 30 Sept 2012 

The Executive Options will be issued on the terms set out 
above and otherwise on the terms set out in Annexure A. 
They will not have an issue price and no funds will be raised 
from their issue. No Executive Options have been issued 
under the ESOP since the ESOP was last approved by 
shareholders on 29 November 2006.

The issue of the Executive Options will be equal to 
approximately 3.7% of the Company’s fully-diluted share 
capital (based on the number of shares and options on issue 
as at the date of the Notice of Annual General Meeting). 
The Executive Options will be allotted and issued as soon 
as possible after the Annual General Meeting and in the case 
of Paul Arndt, no later than 1 month after the meeting.

The Black and Scholes option price calculation method is 
widely regarded as acceptable as a valuation model where 
the options cannot be readily valued by some other means. 
In determining the dollar value of the Executive Options, 
the following assumptions were made:

(a) the market price of shares is $0.27 per Share 
(as at 1 October 2008);

(b) the Executive Options will be exercisable at $0.50, 
$0.60 and $0.75 respectively;

(c) the Executive Options will be exercisable by 30 
September 2010, 30 September 2011 and 30 September 
2012 respectively;

(d) price volatility of the shares during the life of the 
Executive Options is expected to be 60%;  

(e) the average current risk free interest rate is 6.04%; and 

(f ) a discount of Nil% has been allowed to reflect the 
unlisted status of the Executive Options. 

The highest and lowest closing market sale prices of the 
Company’s shares on ASX during the 12 months immediately 
preceding the date of this Notice of Annual General Meeting 
and the respective dates of those sales were: highest of $3.89 
on 31 October 2007 and lowest of $0.185 on 10 October 2008.

The closing trading price of the shares prior to the Notice of 
Annual General Meeting was $0.235 on 17 October 2008.

With respect to Paul Arndt the Directors provide the following 
information so that shareholders can consider resolution 5:

   Paul Arndt

Shares held (beneficially) * 95,806

Performance rights held under LTIP (beneficially) * Nil

Options held under ESOP Nil

Annual base remuneration 
(including superannuation) $599,500

Annual other remuneration and financial benefits Nil

Value of Executive Options 
(the subject of resolution 5) $176,000

* shares and performance rights are held beneficially by the Plan Trustee for the 
Perilya Employee Share Plan and the Perilya Long Term Incentive Plan

The Company will not provide loans to Paul Arndt or the other 
Key Executives for the purposes of enabling them to exercise 
the Executive Options. 

Explanatory memorandum (continued)
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All full time and part time employees and Directors of the 
Company and any Associated Company are entitled to 
participate in the ESOP.  For the purposes of the ESOP, an 
Associated Company is any related body corporate of the 
Company (as that term is defined in the Corporations Act) and 
any company which has 20% or more of the voting power in 
the Company, or any company in which the Company has 
20% or more of the voting power.

Directors’ recommendation

Each of the Directors, recommend that Shareholders approve 
the issue of Executive Options under resolution 5, for the 
following reasons:

(a) The issue of Executive Options to the Key Executives is 
a fundamental factor in the Board’s policy to retain and 
incentivise those Key Executives and forms part of what 
the Directors consider to be reasonable remuneration 
packages for each Key Executive.

(b) As part of the Board’s restructuring of the remuneration 
packages for Key Executives (which included the 
suspension of both the current long-term incentive 
performance rights plan and the short-term incentive 
plan on 26 September 2008), the Board had determined 
that there will be no short-term incentives plan and 
Executive Options offered as a long-term incentive in 
respect of the financial year 2009. Accordingly, the Board 
had determined to grant Executive Options and to make 
invitations to the Key Executives under the ESOP prior to 
CBH’s bid being announced.

(c) But for CBH’s takeover offer, the issue of Executive 
Options to the Key Executives (including Paul Arndt) 
would not require shareholder approval.

None of the other Directors have an interest in the outcome of 
resolution 5. 

The Company and the Directors are not aware of any other 
information not set out in this explanatory memorandum that 
would be reasonably required by shareholders to make a 
decision in relation to the financial benefits contemplated 
by resolution 5. 

The Options are issued under the terms of the Perilya Limited 
Employee Share Option Plan (“ESOP”). The full terms of 
the Options are set out in the ESOP a copy of which may be 
obtained from the Company. The following is a summary of 
those terms. In the event of any inconsistency between the 
terms of the ESOP and the summary set out below, the terms 
of the ESOP will prevail.

(a) The Options will be issued for no consideration and may 
be transferred with the written consent of the Board.

(b) The exercise price of the Options will be $0.50 per share 
in respect of the first tranche of options, $0.60 per share 
in respect of the second tranche of options and $0.75 
per share in respect of the third tranche of Options.  

(c) The first tranche of Options will vest on 30 September 2009 
and expire on 30 September 2010, the second tranche of 
Options will vest on 30 September 2010 and expire on 30 
September 2011 and the third tranche of Options will vest 
on 30 September 2011 and expire on 30 September 2012.  

(d) An Option may be exercised by notice in writing to the 
Company. The exercise notice must be accompanied by 
the option certificate and payment of the full amount of 
the exercise price.

(e) Not more than 10 business days after the exercise of 
an Option becomes effective, the Company must allot 
and issue the shares the subject of the Option to the 
optionholder.

(f ) All shares issued on exercise of the Options are subject 
to the Constitution of the Company and rank equally 
in every way with the Company’s then issued fully paid 
shares.  The Company must apply to ASX for, and will use 
its best efforts to obtain, quotation for the shares to be 
issued on exercise of the Options. Quotation of Options 
on ASX will not be sought.

(g) An Option will lapse unless otherwise determined by 
the Board if:

(i) the optionholder ceases to be an employee for 
any reason prior to the date on which the Options 
become exercisable (the “Vesting Date”);

(ii) the optionholder ceases to be an employee for 
any reason after the Vesting Date and before the 
last date on which the Options are exercisable, 
in which case any Options shall lapse on the day 
which is 30 business days after the day on which the 
optionholder ceases to be an employee;

(iii) the Remuneration and Nominations Committee 
(“Committee”) or the Board becomes aware of 
circumstances which, in their reasonable opinion, 
indicate that the participant has acted fraudulently, 
dishonestly or in a manner which is in breach of his 
or her obligations to the Company or any associated 
company and the Committee or the Board (in its 
absolute discretion) determines that the Options 
shall lapse; or

(iv) the Company commences to be wound up.

Annexure A
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(h) Where an optionholder ceases to be an employee whilst 
any Options are exercisable, the Committee or the Board 
may in its absolute discretion (on any conditions it thinks 
fit) decide that the Options do not lapse as outlined in 
paragraph (g)(ii) above, but lapse instead at the time 
and on the conditions specified in the notice to the 
optionholder. In making a decision, the Committee may 
consider any relevant matter (fore example, whether the 
optionholder ceased to be an employee by reason of 
retirement, ill health, accident or redundancy).

(i) If a takeover bid is made to acquire some or all of 
the shares, or the court sanctions a compromise or 
arrangement under part 5.1 of the Corporations Act 
in connection with a scheme for the reconstruction 
of the Company or its amalgamation with any other 
body corporate which results in one person becoming, 
directly or indirectly, legally entitled to 50% or more 
of the shares, the Board may give written notice to 
optionholders and all Options become immediately 
exercisable and if not exercised, will lapse within 30 
business days of the date of such notice.

(j) If the Company makes a pro rata offer of shares, the 
Company must give any optionholder at least 9 business 
days’ notice before the record date for determining 
entitlements to receive that offer, to enable any 
optionholder to exercise the Options and receive that offer 
in respect of the shares allotted on exercise of the Options.

(k) If there is an issue of new shares following a pro rata offer 
made to existing shareholders and any optionholder does 
not exercise their Options as contemplated by paragraph 
(j) above, the exercise price of an Option after the issue  
of those shares is adjusted in accordance with the 
following formula: 

 O2 = O-E [P-(S+D)]

        N+1
Where: 

O2 The new exercise price of an Option.

O The old exercise price of an Option.

E The number of Shares into which an Option is exercisable.

P The average closing price (excluding special crossings, 
overnight sales and exchange traded option exercises) on 
the Stock Exchange Automated Trading System provided 
for the trading of securities on ASX of Shares (weighed by 
reference to volume) during the 5 trading days before the 
ex rights date or ex entitlements date.

S The subscription price for one security under the 
renounceable rights issue or entitlements issue.

D The dividend due but not yet paid on existing shares 
(except those to be issued under the renounceable rights or 
entitlements issue).

N Number of shares with rights or entitlements required to be 
held to receive a right to one new security.

 However, if O2 under this formula is less than the amount 
prescribed by the ASX Listing Rules as the minimum 
exercise price for Options, the new exercise price is to be 
equal to that minimum price.

(l) If the Company makes a pro rata bonus issue to 
shareholders and an Option is not exercised before the 
record date to determine entitlements to that bonus 
issue, the number of securities to be issued on exercise 
of the Option is the number of shares before that bonus 
issue plus the number of securities which would have 
been issued to the Option holder if the Option had been 
exercised before that record date.

(m) If the Company subdivides or consolidates its Shares, the 
Options must be subdivided or consolidated (as the case 
may be) in the same ratio as the shares, and the exercise 
price must be amended in inverse proportion to that ratio.

(n) If the Company makes a return of capital, the number of 
Options remains the same and the exercise price of each 
Option is reduced by the same amount as the amount 
returned in relation to each share (or in relation to a 
number of Shares equal to the number of Shares to be 
issued on exercise of the Option is that number is not 1).

(o) If the Company makes a cancellation of any paid up 
share capital that is lost or not represented by available 
assets, the number of Options and the exercise price of 
each Option is unaltered.

(p) If the Company reduces its issued Share capital on a 
pro rata basis, the number of Options must be reduced 
by the same ratio as the shares and the exercise price of 
each Option must be amended in inverse proportion to 
that ratio.

(q) If the Company reorganises its issued Share capital in 
any other way not contemplated above, the number of 
Options and exercise price, or both, must be reorganised 
so that the optionholder will not receive a benefit that 
holders of Shares do not receive.

Annexure A (continued)
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