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Target’s Statement
by Perilya Limited ABN 85 009 193 695

REJECT
The Directors of Perilya Limited unanimously 
recommend that you REJECT the offer by 
Broken Hill Operations Pty Limited, a direct 
wholly owned subsidiary of CBH Resources 
Limited, to acquire your Perilya Shares 

THIS IS AN IMPORTANT DOCUMENT AND REQUIRES 
YOUR IMMEDIATE ATTENTION.

If you are in doubt as to its contents, 
please contact your professional adviser.

Financial Adviser         Legal Adviser

Perilya Shareholders are invited to contact Perilya’s Company 
Secretary on (08) 6210 2000 (from within Australia) or 
+61 8 6210 2000 (from outside Australia) between 9.00am 
and 5.00pm (Perth time) Monday to Friday if they have any 
queries in respect of the matters set out in this document.



Key dates

Date of CBH’s Offer 1 December 2008

Date of this Target’s Statement 15 December 2008

Closing date of CBH’s Offer (unless extended or withdrawn) 7.00 pm (Sydney time) on 13 March 2009

Important 
Information
Nature of this document

This document is the Target’s Statement dated 15 December 
2008 given by Perilya Limited (Perilya) under Part 6.5 of 
the Corporations Act, in response to the offer made by 
Broken Hill Operations Pty Limited (Bidder), a direct wholly 
owned subsidiary of CBH Resources Limited (CBH), for all 
of your Perilya Shares pursuant to the Bidder’s Statement 
dated 12 November 2008. You should read this document in 
its entirety.

Defined terms

Capitalised terms and certain abbreviations used in this 
document are explained in the glossary in Section 8 of this 
document.  All references to $, dollars and cents, are to 
Australian currency, unless specified otherwise.

Investment decisions

This document does not take into account the individual 
investment objectives, financial or tax situation or particular 
needs of each Perilya Shareholder. Perilya Shareholders may 
wish to seek independent financial or taxation advice before 
making a decision whether or not to accept the Offer for their 
Perilya Shares.

ASIC and ASX

A copy of this document has been lodged with ASIC and sent 
to the ASX. None of ASIC, ASX nor any of their respective 
officers takes any responsibility for the content of this 
Target’s Statement.

Disclaimer regarding forward 
looking statements

This Target’s Statement contains forward looking statements.  
Perilya Shareholders should be aware that such statements 
are only predictions and are subject to inherent risks and 
uncertainties. Those risks and uncertainties include factors 
and risks specific to the industries in which Perilya operates 
as well as general economic conditions and conditions in the 
financial markets. Actual events or results may differ materially 
from the events or results expressed or implied in any forward 
looking statement and such deviations are both normal and to 
be expected. None of Perilya, its Directors, any of its officers, 
any person named in this Target’s Statement with their consent 
or any person involved in the preparation of this Target’s 
Statement makes any representation or warranty (either express 
or implied) as to the accuracy or likelihood of fulfilment of any 
forward looking statement, or any events or results expressed or 
implied in any forward looking statement. Perilya Shareholders 
are cautioned not to place undue reliance on those statements.  
The forward looking statements in this Target’s Statement 
reflect views held only as at the date of this Target’s Statement.  
The assumptions underlying forward looking statements of 
earnings and earnings growth, and risk factors in relation to 
Perilya are set out in Section 3.3 of this Target’s Statement.

Notice to foreign Perilya Shareholders

The distribution of this document may, in some jurisdictions, 
be restricted by law or regulation. Accordingly, persons 
who come into possession of this document should inform 
themselves of, and observe, those restrictions.

Perilya Shareholder information

If you have any questions after reading this document, you 
can call Perilya’s Company Secretary on (08) 6210 2000 (from 
within Australia) or +61 8 6210 2000 (from outside Australia) 
between 9.00am and 5.00pm (Perth time) Monday to Friday.

Further information relating to the Offer can be obtained from 
Perilya’s website at www.perilya.com.au.
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Your Directors unanimously 
recommend that you

REJECT
CBH’s Offer

What do your Directors recommend?

To reject CBH’s Offer, simply disregard all documents sent to you by CBH. 

If you have any questions, please call Perilya’s Company Secretary on 
(08) 6210 2000 (from within Australia) or +61 8 6210 2000 (from outside Australia) 
between 9.00am and 5.00pm (Perth time) Monday to Friday.
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Chairman’s Letter

12 December 2008 

Dear Shareholder

Recently, CBH announced a highly conditional takeover Offer for your Company based on an all scrip bid ratio of 4.2 CBH Shares 

for each Perilya Share.

Your Directors unanimously recommend that you REJECT CBH’s Offer.

Your Company is well managed, holding world-class assets and with a proposed cash injection of $45.5 million from Shenzhen 

Zhongjin Lingnan Nonfemet Co., Ltd (“Zhongjin Lingnan”), is well positioned financially.  This is the view of your Directors and 

management and is supported by the superior investment proposal by Zhongjin Lingnan announced on 9 December 2008.

The Board believes that CBH’s Offer is opportunistic and fails to deliver any compelling financial or operational synergies to 

Perilya Shareholders at current metal prices. Indeed, CBH have advised that the only quantifiable synergies are the potential 

savings to CBH of $70 million in that it will not need to build a stand alone plant for its Rasp Project at Broken Hill.

On the other hand, your Directors have secured (subject to Perilya Shareholder approval and certain regulatory approvals) the 

financial and strategic support of Zhongjin Lingnan via a placement of Perilya Shares for $45.5 million in cash to Perilya (for a 

50.1% share of the enlarged capital base) which represents a premium of 53% to the last traded share price of Perilya before the 

announcement on 9 December 2008. Zhongjin Lingnan is fully supportive of Perilya, its current management team and operating 

plan. Zhongjin Lingnan is well funded and a committed industry partner.  The strategic partnership with Zhongjin Lingnan will 

importantly allow Perilya to remain as an independent company and opens the door to future growth opportunities.

The Offer by CBH at current share prices, is at a significant discount to the Proposed Placement price to be paid by Zhongjin 

Lingnan and does not deliver immediate or certain cash to the Company. Indeed, given the current debt position of CBH, 

a merger with CBH would move your Company into a net debt position with significant interest payments during a time of 

depressed metal prices and volatile commodity and equity markets.

This Target’s Statement sets out your Director’s formal response to CBH’s Offer, including the detailed reasons why your 

Directors unanimously recommend that you REJECT the Offer.

To REJECT CBH’s Offer you should simply disregard all documents from CBH.

Yours sincerely,

Patrick O’Connor 

Chairman
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Your Directors have secured the financial and strategic support of Zhongjin 
Lingnan, a major Chinese metals and mining company, through a superior 
alternative cash based proposal

Subject to the approval of Perilya Shareholders, FIRB approval and Chinese regulatory approvals, 
Zhongjin Lingnan will inject $45.5 million of cash into Perilya (for a 50.1% share of the expanded 
issued capital) at a 53% premium to the last traded share price of Perilya before the announcement on 
9 December 2008 and a 48% premium to CBH’s Offer price as at 5 December 2008.

2
 

By accepting CBH’s Offer, you would be exposed to CBH’s $160 million of debt

 Your Directors believe that your Company needs to maintain its materially debt free position in these 
difficult and volatile economic times. 

3
 
There is no “compelling financial or operational logic” for merging Perilya 
and CBH at current metal prices

CBH wants to create value for its shareholders but has been unable to demonstrate any financial or 
operational logic for Perilya Shareholders at current metal prices. 

4
 

CBH’s Offer does not reflect the superior quality of Perilya’s assets 

 Don’t give away ownership of your Company for less than 50% of the Merged Group. CBH’s assets would 
only contribute less than 40% of the projected zinc and lead production of the Merged Group. 

5
 

Your Directors have concerns over CBH’s operating and development assets 

 CBH has recently announced its third production cut in less than 6 months at its Endeavor Mine. 
In addition, CBH’s Rasp and Panorama assets would require over $300 million in development capital, 
which CBH does not currently have.  

6
 
CBH’s Offer is highly conditional and is an all scrip bid, which will 
remain open for almost 3 months

CBH’s Offer has a 90% minimum acceptance condition and is subject to many other conditions. 
The fact that the Bidders Statement does not provide current financial information does not allow you 
to properly assess the CBH Offer.

5
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Key reasons why 
you should reject 
CBH’s offer
1.1 Your Directors have secured the financial 

and strategic support of Zhongjin 
Lingnan who will inject $45.5 million of 
cash into Perilya at a material premium 
to Perilya’s current share price and 
CBH’s all scrip Offer

Perilya announced on 9 December 2008, that it has entered 
into an agreement with Zhongjin Lingnan under which 
Zhongjin Lingnan will subscribe for 197,672,000 shares in 
Perilya (“New Shares”) at an issue price of $0.23 per share to 
raise $45,464,560. 

Your Directors believe, the proposed investment by Zhongjin 
Lingnan represents a superior alternative cash based 
proposal to CBH’s Offer. The issue of New Shares will result in 
Zhongjin Lingnan owning 50.1% of Perilya.

The proposed investment by Zhongjin Lingnan represents a 
53% premium to the last traded price of Perilya Shares and a 
48% premium to the CBH Offer prior to the announcement on 
9 December 20081.

Zhongjin Lingnan is China’s third largest zinc producer, 
based in Shenzhen, Guangdong Province, and is listed 
on the Shenzhen Stock Exchange with a current market 
capitalisation of $2.1 billion.

Subject to approval by Perilya Shareholders, FIRB approval and 
all applicable Chinese regulatory approvals, Perilya Directors 
unanimously recommend that shareholders vote in favour of 
the Proposed Placement for the reasons outlined below.

• Perilya will receive a cash injection of $45.5 million from 
Zhongjin Lingnan and remain free of any corporate debt. 
In contrast, acceptance of CBH’s Offer would expose 
Perilya Shareholders to CBH’s substantial corporate debt 
position, which as at the date of the Bidder’s Statement is 
approximately $160 million requiring interest payments of 
approximately $10 million per annum.

• Perilya Shareholders will retain ownership of 49.9% of 
Perilya and be partnered with a strategic organisation 
committed to the long-term development of Perilya’s 
assets. By comparison, under the terms of the CBH Offer, 
Perilya Shareholders are being offered ownership of 48.5% 
of the Merged Group. While the level of dilution to Perilya 
Shareholders is similar under the two alternatives, your 
Directors believe that the cash based alternative proposed 
by Zhongjin Lingnan will further improve Perilya’s ability to 
weather a sustained downturn in commodity prices and to 
pursue growth options as they arise.

• Zhongjin Lingnan is a well funded strategic partner with 
significant mining, processing, smelting and marketing 
experience and financial backing to assist Perilya through 
the current period of depressed economic conditions. 
Zhongjin Lingnan is also supportive of Perilya’s current 
management and operating plan and is willing to support 
future opportunities for Perilya and its shareholders. 
In comparison, CBH has not clearly outlined how it 
intends to ensure the viability of its Endeavor mine 
nor have they demonstrated how they would finance 
development of the lower grade Rasp project or how it 
would, at current metal prices, create additional value for 
Perilya Shareholders at Perilya’s Broken Hill Operations.

Perilya Shareholder approval for the Proposed Placement will 
be sought at an extraordinary general meeting, scheduled for 
February 2009, prior to the close of CBH’s Offer. A notice of 
meeting and explanatory memorandum will be issued to Perilya 
Shareholders in January 2009. If approved, the issue of shares to 
Zhongjin Lingnan will trigger several defeating conditions in the 
CBH Offer, which may cause CBH’s Offer to lapse. 

See the announcement attached as Appendix A to this 
Target’s Statement for further details of the agreement with 
Zhongjin Lingnan.

“The Proposed Placement of shares to Zhongjin Lingnan
is a superior alternative cash based proposal and will 
inject $45.5 million in cash into Perilya. Perilya Directors
unanimously recommend that you REJECT CBH’s Offer.”

1.2 Your Directors are concerned about 
exposing Perilya shareholders to CBH’s 
$160m of debt and associated servicing 
costs. Perilya has no corporate debt nor 
will it have under the superior Zhongjin 
Lingnan proposal

Acceptance of CBH’s Offer would expose Perilya Shareholders 
to CBH’s substantial corporate debt position, which as at the 
date of CBH’s Bidder’s Statement stood at $160 million with 
associated interest costs of approximately $10 million per 
annum2. This compares to Perilya which has no corporate 
debt, a position that will continue under the proposal with 
Zhongjin Lingnan. 

A summary of CBH’s debt position (excluding equipment 
financing) as at the date of CBH’s Bidder’s Statement is:

• Convertible Notes – with a liability of approximately 
$139.5 million at the date of the lodgement of the 
Bidder’s Statement, requiring over $10 million per annum 
in interest payments. It should also be noted that a 
number of CBH Noteholders have recently accepted 25% 
to 31% of the face value of the Convertible Notes in return 
for an early pay-out. Perilya Shareholders should not 
accept the face value of the remaining CBH Convertible 

1  Based on the last traded share price on 5 December 2008.
2 Based on interest at a rate of 7.25% on CBH Notes which amounts to more than $10 million per annum.
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Notes in a Merged Group given the preparedness of 
a number of CBH Noteholders to accept such a large 
discount on the face value of their investment in CBH; and

• Toho Zinc - a Yen denominated loan to Toho Zinc, which 
was recorded as a liability of $13.4 million as at 30 June 
2008. However, it should be noted that given the recent 
depreciation of the Australian dollar against the Yen this 
liability has increased to approximately $20.9 million.

Your Directors recommend that you should not accept CBH’s 
debt. Your Directors believe that your Company needs to 
maintain its debt free position in these difficult and volatile 
economic times. 

Furthermore, your Directors believe that during these times 
of global financial market uncertainty, a merger with CBH 
with its high debt exposure and the associated debt-servicing 
costs in the order of $10 million per annum, is not in the 
best interests of Perilya Shareholders. This position has 
been confirmed by CBH, who have reported in their Bidder’s 
Statement that “there is a risk that the net funds of the 
Merged Group at that time of [maturity of the CBH facilities], 
may not be sufficient to cover the amount the Merged Group 
is required to repay to CBH Noteholders and/ Toho Zinc”. 

In contrast to CBH’s Offer, Perilya will maintain a debt 
free position with a cash injection of $45.5 million from 
Zhongjin Lingnan, and be well placed to weather the current 
commodity price environment. 

“Perilya Shareholders should not accept CBH’s debt.
Your Company needs to maintain a strong cash position
and remain debt free in these difficult and volatile
economic times.”

1.3 There is no “compelling financial or 
operational logic” for merging Perilya 
and CBH at current metal prices

CBH has not identified any material synergistic benefits to 
Perilya Shareholders

Previous merger talks between Perilya and CBH failed when 
CBH did not complete a proposed scheme of arrangement 
within the time agreed between the parties and also as a 
result of a material adverse change in metal prices. Since 
that time both companies have taken steps to resize their 
respective operations in response to market conditions. 

Both CBH and Perilya have each identified that there are no 
benefits to upsizing their respective operations in the current 
metal price environment. This has been demonstrated by both 
companies downsizing their respective operations during the 
past 6 months. 

Your Directors believe that the prevailing market conditions 
today are still not favourable for any upsizing or significant 
investment into development of new underground ore sources.

Your Directors are concerned that the only material benefit 
identified by CBH in merging both companies, is that CBH’s 
shareholders and noteholders will save approximately 
$70 million by not having to build a concentrator for their 
Rasp project at Broken Hill.

Your Directors are concerned that there are no quantifiable 
benefits to Perilya Shareholders identified nor are there 
any potential savings from combining the operations of the 
respective companies. In particular, your Directors note that 
CBH ceased development and demobilised all equipment at 
the Rasp project placing it effectively on care and maintenance 
earlier this year and accordingly, it would require significant 
capital expenditure in personnel, equipment and development 
to re-establish and progress. Accordingly, your Directors are 
of the opinion that there are no material synergistic benefits 
in a merger with CBH at current metal prices.

Perilya has advised CBH that it is amenable to engaging in 
discussions on the terms on which it may process ore from 
CBH’s Rasp project (should it be developed) through Perilya’s 
concentrator in Broken Hill. 

“CBH wants to create value for its shareholders at your
expense and has been unable to demonstrate any
financial or operational logic for Perilya Shareholders at
current metal prices.”

1.4  CBH’s Offer does not reflect the superior 
quality of Perilya’s assets

Your Directors believe that CBH’s interest in Perilya is a reflection 
of the inherent strength and value of Perilya’s Broken Hill 
Operation and other assets. It also affirms the decisions your 
Directors have taken over the past year to put Perilya in a strong 
position to weather any prolonged period of low metal prices.

Perilya has higher grade mines

Your Directors are concerned that CBH’s Endeavor mine and the 
Rasp project are significantly lower grades than Perilya’s mines.

Combined metal (zinc and lead) grades for mineral resource:
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Perilya has superior asset diversity and infrastructure

Your Directors are concerned that CBH is currently wholly 
reliant on the Endeavor mine for revenue, an operation at 
which there have been three announced production cuts 
during the past 6 months.

In contrast, your Company has significant operations and 
resources, no corporate debt and is in a strong financial 
position, which will be underpinned by the proposed Zhongjin 
Lingnan transaction, and your Directors are focussed on:

• seeking to exceed the production targets set under the 
new operating plan, at its Southern Operation, to further 
improve the financial viability and cash flows from the 
operation; 

• reducing the cost profile to re-position the Broken Hill 
Operation significantly lower on the industry cost curve 
and improving our cash margins;

• improving productivity rates to further reduce unit costs;

• extending the life of the Broken Hill Operation in a 
sustainable manner; 

• maintaining flexibility to rapidly increase production in 
response to market price and economic conditions;

• leveraging the value of surplus capacity of the 
infrastructure at Broken Hill to pursue commercial 
arrangements with third parties that would allow for 
processing of external ore sources; 

• continuing with work to strengthen our development 
pipeline at the Southern Operations and our nearby mine 
deposits at the North Mine, Potosi and Flying Doctor in 
Broken Hill;

• continuing with pit optimisation, feasibility studies and 
the permitting process of the Reliance zinc deposit in the 
Flinders region in South Australia; and

• continuing with the evaluation of the Company’s Mount 
Oxide Project.

CBH’s Offer does not adequately reflect Perilya’s 
contribution to a combination of the two companies

Under CBH’s Offer, Perilya Shareholders are being offered 
ownership of 48.5% of the Merged Group, while CBH 
shareholders would own 51.5%. 

Your Directors are concerned that based on the available 
production projections from each company that, Perilya 
would contribute more than 60% of the Merged Group’s 
production levels. 

Relative projected production contribution of CBH and 
Perilya. Perilya would be contributing more than 60% of the 
metal production

Combined zinc/lead production

Set out above is the projected production levels for Perilya and 
CBH based on public statements made by both companies3. 
To estimate CBH’s FY2009 production, it has been assumed 
that CBH’s zinc concentrate contains 50.1% zinc and CBH’s 
lead concentrate contains 50.0% lead, as reported in FY20084 
and these percentages have been applied to the disclosed 
projected CBH concentrate production5. For CBH’s FY2010 
production, it has been assumed that the recoveries stay 
the same as FY2008. This proportional split and historical 
recoveries are applied to the announced combined FY2010 
grade of 14% and ore throughput of 420,000 tonnes6.

“Don’t give away 51.5% ownership of your Company for
CBH’s assets, which would only contribute 31% of the
projected zinc and lead production of the merged entity
production in the 2010 financial year.”

FY2008 (Actual)

68%

64%

69%

32%

36%

31%

FY2009 (Projected) 

FY2010 (Projected)

 Perilya     CBH

 Perilya     CBH

 Perilya     CBH

3 Reference is necessarily made to the disclaimer regarding forward looking statements in the important information section of this Target’s Statement. 
4 CBH 2008 annual report.
5 ASX announcement of 7 November 2008.
6 ASX announcement of 7 November 2008.
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1.5 Your Directors have concerns over CBH’s 
operating and development assets 

CBH has recently announced further production cuts at its 
Endeavor mine, which is currently operating at a cash loss7. 
These production cuts at the Endeavor mine have resulted 
in a material reduction in production at Endeavor, with ore 
throughput reducing from FY2008 levels of 1.033 million 
tonnes to 420,000 tonnes in FY2010. This will materially lower 
Endeavor’s zinc and lead production.

In contrast, whilst Perilya has reduced its ore production from 
1.8 million tonnes per annum to 950,000 tonnes per annum 
for FY09 and FY10 it is well positioned to increase production, 
should metal prices improve. 

Perilya’s cash operating margin has not been immune to 
the volatile market and current low metal prices and the 
Company’s net cash costs of production are fully disclosed in 
its ASX Quarterly Activities Reports. As highlighted in the 

30 September 2008 Activities Report the successful transition 
to the lower tonnage operation (the new operating plan) has 
been achieved with a focus on a lower fixed and variable costs 
and on productivity improvements. The transition to the new 
operating plan commenced in the September 2008 quarter and 
will be ongoing with net cash costs expected to move towards 
US$0.60 to US$0.65 per pound of payable zinc from January 
2009 onwards. 

In addition, your Directors believe that CBH’s Rasp and 
Panorama assets would require approximately $300 million 
in development capital, which CBH does not currently have 
and nor would the Merged Group.

Some of the concerns Perilya has identified in relation to 
CBH’s key assets are set out in the table below.

“Perilya has a superior quality asset base, which are
higher in grade. Don’t give away ownership to CBH
in return for lower grade projects, which if developed,
require significant capital investments.”

CBH asset Perilya concerns

1.   Endeavor • Your Directors are concerned that CBH has been compelled to announce several revised operational 
targets for Endeavor and this operation is continuing to operate at a cash loss.

♦ • Your Directors are concerned about the viability of Endeavor given its current operating levels.

♦ • Your Directors are concerned about the potential high grading activities at Endeavor, which if 
sustained are likely to lead to a reduced life of mine.

2.   Rasp project • Your Directors are concerned that CBH’s Rasp project requires significant development capital 
expenditure in order to become an operating mine and that CBH has not indicated how they would 
obtain this funding, in light of the current difficult equity and debt market conditions and CBH’s existing 
high levels of debt. CBH estimated that the construction capital for the project, on a stand alone basis, 
was $121 million, based on detailed design and optimisation studies completed in June 2007.

♦ • Your Directors are concerned that there is only a resource estimate for Rasp and that no reserve 
estimate or life of mine plan has been defined. 

♦ • Your Directors are concerned that various regulatory approvals for Rasp appear to be outstanding.  

♦ • Your Directors are concerned about the economic viability of the Rasp project in this current metal 
price environment. Your Directors note that the Rasp project is a significantly lower grade resource 
than Perilya’s existing Southern Operations at Broken Hill and lower than both Perilya’s North Mine 
and Potosi mine which have both been placed on care and maintenance until metal prices improve. 

3.   Panorama • Your Directors are concerned that CBH’s Panorama project may require substantial development 
capital expenditure in excess of $200 million in order to be developed to an operating mine8. 

♦ • Your Directors are also concerned that when CBH raised $200 million from its Convertible Note issue, 
one of the stated purposes was that the proceeds would be used to develop Panorama. However, 
Perilya understands that only a small amount of the capital raised has been applied towards Panorama’s 
development over the past 12 months and that to date very little of the $200 million raised remains.

♦ • Your Directors are concerned on the economic viability of the Panorama project given the prevailing 
commodity price and capital market conditions. 

♦ • Your Directors are concerned that CBH has not provided a recent update regarding the required 
regulatory approvals for developing Panorama.

♦ • Your Directors are concerned that CBH has not provided guidance on the impact of the downturn in 
commodity prices on the feasibility study they prepared on Panorama in January 2007.

7 In this regard Perilya notes the CBH trustee report, announced by CBH to the ASX on 31 October 2008, which reveals an amount of $31.44 million borrowed from 
CBH by Cobar Operations Pty Ltd and Endeavor Operations Pty Ltd. Perilya assumes that this borrowing is for operations. Perilya also notes the comments as to 
CBH’s cash position in the Open Briefing disclosed by CBH to the ASX on 2 December 2008. 

8 CBH announcement dated 20 March 2007.
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Perilya has a positive net cash position which will be further 
increased by the Proposed Placement to Zhongjin Lingnan. 
CBH does not.

Your Directors are concerned that CBH has reported a net debt 
position of $126.0 million, as at 30 September 2008 (total 
debt net of cash). 

In contrast, Perilya had a net cash position of $34.2 million 
at the same date (including restricted cash – see below). 
Perilya’s net cash position will be further enhanced by the 
Proposed Placement of $45.5 million which means that it is 
better placed than CBH (given CBH’s net debt position) to 
weather a sustained period of commodity price weakness. 

CBH had also reported a total cash position of approximately 
$90.0 million, as at 30 September 2008. Subsequently  
CBH’s Managing Director, Stephen Dennis, has commented 
in an “Open Briefing” released to ASX on 2 December 2008 
that CBH’s cash position had reduced to approximately 
$66 million down from $125 million at 30 June 2008. 
This means that over a period of approximately 4 months, 
CBH had spent approximately $59 million of their 
shareholders’ and noteholders’ funds.

At 30 September 2008 Perilya held cash, deposits, and 
investments totalling $73.6 million represented by:

• free cash of $22.3 million (30 June 2008: $26.5 million);

• secured deposits of $24.7 million supporting 
performance bonds required under various mining leases 
at Broken Hill;

• commercial paper of $22.6 million (written down value); and

• other investments of $4.0 million.

At 30 September 2008, the Company’s only debt was 
$12.8 million solely related to mobile equipment financing.

Perilya’s cash, deposits and investments position as at 
31 December 2008 will be disclosed in the Company’s half 
yearly accounts (for the period ending 31 December 2008) 
which are to be released by the end of February 2009.

“Perilya has a balance sheet supported by a net cash
position which will be further increased by $45.5 million
through a Proposed Placement to Zhongjin Lingnan. 
CBH has a balance sheet with a substantial net debt
position of in excess of $100 million.”

Perilya has adopted a conservative approach to its 
financial accounts. 

Your Directors are concerned that CBH continues to hold a 
carrying value for mine development and exploration assets 
totalling $217.3 million, at a time when other resources 
companies are announcing significant impairment write downs 
to the value of these assets as a result of the current economic 
conditions. Perilya Directors note that at 30 June 2008, CBH had 
net shareholders funds of $156.1 million. Any major impairment 
of the carrying value of CBH’s mine property and exploration 
assets may significantly reduce shareholders funds.

In contrast, Perilya has a conservative balance sheet and a 
significantly lower carrying value for mine properties and 
exploration assets, which reflects the current lower metal 
price environment. 

“CBH’s balance sheet carries $217.3 million in mine 
development and exploration assets. A merger with
CBH could expose Perilya Shareholders to potential
impairment of CBH’s assets. ”

1.6 CBH’s Offer is highly conditional

CBH’s Offer is subject to at least 12 detailed conditions. 
Even if you accept CBH’s Offer, you will not receive CBH 
Shares as consideration until all those conditions are satisfied 
or waived.

Importantly, the conditions include a 90% minimum 
acceptance condition which means CBH’s Offer cannot proceed 
should Perilya Shareholders collectively owning more than 
10% of Perilya Shares reject CBH’s Offer, unless this condition 
is otherwise waived by CBH.

“CBH’s Offer is highly conditional and requires
acceptance of 90% of Perilya shares. You will not receive
CBH Shares as consideration until all of CBH’s Offer
conditions are satisfied or waived.”
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What CBH have not told you!

Perilya believes there are several factors which will be important to the decision of a Perilya Shareholder that CBH has not 
adequately explained in its Bidder’s Statement. 

What CBH have not told you Comment

1.    CBH’s views on the level 
of potential synergies

• CBH have not clearly stated what the synergies are for the Merged Group nor how 
they will be achieved and the specific timeframe for doing so.

• CBH have not clearly stated what the “immediate” synergies at Broken Hill from the 
merger will be. Your Directors note that CBH has yet to obtain the necessary permits 
and approvals to advance the Rasp project and that CBH have not yet completed a 
reserve estimate or life of mine plan for Rasp.

2.   CBH have not provided 
updated financial 
statements

• CBH have not clearly set out current financial information and only presented 
financial information based on accounts at 30 June 2008. Your Directors are 
concerned that the financial information presented by CBH in their Bidder’s 
Statement does not describe the impact of the deteriorating commodity price and 
economic environment on CBH’s financial position since 30 June 2008.

3.   CBH’s views on its 
corporate governance 
framework for 
the Merged Group

• CBH have not clearly stated who will replace its Chairman, Mr Jim Wall, who retires 
from CBH’s board on 2 March 2009.

4.   CBH’s view on the 
level of potential 
“make whole” payment 
to CBH Noteholders in 
the event of a change 
in control of CBH

• CBH have not clearly stated on what terms CBH Noteholders are entitled to 
repayment of the full value of CBH Notes in the event of a change of control of CBH. 

• Your Directors are concerned that a change in control may potentially trigger early 
repayment of CBH’s Notes at full value compared to the discounts of 70% to 75% 
taken by CBH Noteholders over the past few months. Perilya Directors also believe 
that the existence of this right could dissuade parties from making a takeover bid for 
CBH and that consequently there may be no takeover premium in the market 
for shares in the Merged Group, in the future.

5.   CBH’s has not disclosed 
the response of CBH 
Noteholders to CBH’s 
proposed buy-back of 
CBH Notes

• CBH have not clearly stated what the reaction has been by CBH Noteholders to 
CBH’s initiative to buy-back convertible notes at a significant discount to face value. 

• As at the date of this Target’s Statement, CBH had reported it has bought back 
$68.8 million of CBH Notes or approximately 34% of those notes held by 
CBH Noteholders.

• Your Directors are concerned that CBH has not clearly reported on its likelihood 
of buying-back more CBH Notes, which Perilya Directors believe is important to 
CBH’s financial position. 
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1
Answers to 
frequently asked 
questions

1.1 What is a Bidder’s Statement?

The Bidder’s Statement is a document issued by CBH 
containing the detailed terms and conditions of CBH’s Offer 
to Perilya Shareholders to acquire Perilya Shares. CBH lodged 
its Bidder’s Statement with ASX, ASIC and Perilya on 
12 November 2008. Copies are available on the ASX website.

1.2 What is CBH offering for my Perilya Shares?

CBH is offering 4.2 CBH Shares for each Perilya Share held.

1.3 What is the value of CBH’s Offer?

Ultimately, the value of CBH’s Offer will depend on the market 
price of CBH Shares.

CBH’s latest share price can be obtained from www.asx.com.au 
under ASX code “CBH”.

1.4 What do the Directors of Perilya recommend that I do?

Your Directors unanimously recommend that you REJECT CBH’s 
Offer which is considered to be inadequate and inferior to the 
Proposed Placement to Zhongjin Lingnan to inject $45.5 million 
in cash into Perilya at a premium of 48% to CBH’s Offer (based 
on the last closing price for Perilya Shares on 5 December 2008).

Further details of the reasons for the Directors’ unanimous 
recommendation that you reject the Offer are set out in the 
Section of this Target’s Statement headed “Key reasons why 
you should reject CBH’s Offer”.

1.5 What do the Directors of Perilya intend to do with their 
Perilya Shares?

Each Director of Perilya who holds Perilya Shares, intends 
to REJECT CBH’s Offer in relation to those Perilya Shares held 
by him or her or which he or she controls. 

1.6 What choices do I have as a Perilya Shareholder?

As a Perilya Shareholder, you have the following choices:

• REJECT CBH’s Offer, in which case you do not need to take 
any action; or

• SELL some or all of your Perilya Shares on market at any 
time, which may be at a higher or lower price than the 
implied value of your Perilya Shares under CBH’s Offer; or

• ACCEPT CBH’s Offer, in which case you should follow the 
instructions on the acceptance form which was sent to 
you by CBH with its Bidder’s Statement. Once you have 
accepted you may not sell your Perilya Shares on market or 
withdraw your acceptance other than in the circumstances 
mentioned in Section 1.13 of this Target’s Statement. 

1.7 What should I do?

Your Directors unanimously recommend that you REJECT 
CBH’s Offer and vote in favour of the Proposed Placement.

To REJECT CBH’s Offer, disregard all documents sent to you 
by CBH. 

Your Directors also recommend that you vote in favour of the 
Proposed Placement to Zhongjin Lingnan. Perilya will be sending 
you further details of the Proposed Placement in a notice of 
meeting and explanatory memorandum in due course. 

1.8 What are the risks associated with becoming a 
CBH shareholder?

If you accept CBH’s Offer and become a shareholder of CBH 
your investment will become subject to risks associated with 
CBH’s business. 

Further information about the risks associated with an 
investment in CBH and the Merged Group are set out in 
Section 12.2 of CBH’s Bidder’s Statement.

1.9 What are the conditions to CBH’s Offer?

CBH’s Offer is subject to the fulfilment (or in certain 
circumstances, the waiver by CBH) of certain conditions 
summarised in Section 5.6 of this Target’s Statement and 
set out in Section 16 of CBH’s Bidder’s Statement. These 
conditions include:

(a) a 90% minimum acceptance condition;

(b) a condition relating to CBH having received all 
regulatory approvals in relation to the Offer;

(c) a condition relating to no action by a public authority 
adversely affecting the Offer;

(d) a condition relating to the cancellation or acquisition by 
CBH of all options and performance rights granted by 
Perilya;

(e) a condition relating to others acquiring Perilya Shares; 
and

(f ) a condition relating to certain material transactions, 
prescribed occurrences, material adverse changes and 
the conduct of Perilya’s business.
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1.10 When would I receive my CBH Offer consideration?

If you accept CBH’s Offer, and the Offer becomes unconditional, 
you will receive the CBH Shares to which you are entitled on or 
before the earlier of:

• one month after the date CBH’s Offer is validly accepted 
by you, or if CBH’s Offer is conditional when accepted, 
within one month after CBH’s Offer or the contract 
resulting from your acceptance of CBH’s Offer becomes 
unconditional; and

• 21 days after the end of the Offer Period provided that 
CBH’s Offer has become unconditional. 

1.11 What happens if CBH’s Offer conditions are not 
satisfied or waived?

If the conditions of CBH’s Offer are not satisfied or waived by 
the closing date, CBH’s Offer will lapse and you will continue 
to be a Perilya Shareholder (unless you otherwise sell your 
Perilya Shares).

1.12 Will I be forced to sell my Perilya Shares?

You cannot be forced to sell your Perilya Shares unless CBH 
proceeds to compulsory acquisition of your Perilya Shares. 
CBH will need to acquire at least 90% of the Perilya Shares 
in order to exercise compulsory acquisition rights. If CBH 
acquires more than 90% of Perilya and proceeds to compulsory 
acquisition, then you will be paid the same consideration as 
is payable by CBH under the Offer. See Section 5.8 of this 
Target’s Statement for more details.

1.13 If I accept CBH’s Offer now, can I withdraw my 
acceptance at a later date?

You have only limited rights to withdraw your acceptance of 
CBH’s Offer.

You may only withdraw your acceptance of CBH’s Offer if:

(a) it is still subject to a defeating condition (these are 
broadly summarised in Section 5.6 of this Target’s 
Statement below); and

(b) CBH’s Offer is varied in a way that postpones, for more 
than one month, the time when CBH needs to meet its 
obligations under the Offer.

This may occur if CBH extends the Offer Period by more than one 
month while the Offer is still subject to a defeating condition.

1.14 What happens if CBH’s Offer is increased?

If CBH increases its Offer, your Directors will consider the 
increased offer and advise you of their position accordingly.

If you have already accepted CBH’s Offer at the time of the 
increase, you will be entitled to the increase but you will not 
(other than in the circumstances described in Section 1.13 of 
this Target’s Statement) be able to accept a higher third party 
offer or withdraw your acceptance.

1.15 What are the tax consequences of CBH’s Offer?

Capital gains tax rollover relief will only be available if CBH 
obtains at least 80% of Perilya’s Shares under CBH’s Offer. 

Accepting CBH’s Offer may have significant tax consequences. 
See Section 13 of CBH’s Bidder’s Statement for further details.

1.16 I am an overseas shareholder. How does CBH’s Offer 
affect me?

CBH is not obliged to issue CBH Shares as consideration to 
Perilya Shareholders whose address on the Perilya share 
register is outside Australia and its external territories or 
New Zealand. CBH will arrange for the CBH Shares to which 
those overseas shareholders would have been entitled to 
be issued to a nominee, who will sell the CBH Shares on the 
ASX. You will not be able to decide when your Perilya Shares 
are sold or at what price they are to be sold. You will only 
be entitled to receive the sale proceeds less the expenses 
incurred by the nominee in selling the shares on the ASX. See 
Section 15.9 of the Bidder’s Statement for more information.

1.17 Who is Zhongjin Lingnan?

Zhongjin Lingnan is China’s third largest zinc producer and 
is listed on the Shenzhen stock exchange with a market 
capitalisation of CNY9.4 billion (A$2.1 billion) as at 
10 December 2008.  

1.18 What is the deal with Zhongjin Lingnan?

Perilya announced on 9 December 2008 that it had signed a 
share subscription agreement with Zhongjin Lingnan to raise 
A$45,464,560 through the Proposed Placement. Zhongjin 
Lingnan and Perilya also agreed to enter into good faith 
negotiations for potential lead and zinc concentrate off-take 
sales agreements on commercial and arms-length terms upon 
expiry of existing agreements. 

1.19 What are the conditions to the Proposed Placement?

The Proposed Placement to Zhongjin Lingnan is conditional 
upon Perilya Shareholder approval, FIRB approval and Chinese 
regulatory approvals. Perilya Shareholder approval will be 
sought in an extraordinary general meeting, currently scheduled 
for February 2009. A notice of meeting and explanatory 
memorandum will include further details on the Proposed 
Placement and will include an independent expert’s report 
that will opine on whether the Proposed Placement is fair and 
reasonable and in the best interests of Perilya Shareholders. 
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1.20 What is the impact of the Proposed Placement to 
Zhongjin Lingnan on the Offer?

If the Proposed Placement is approved by Perilya 
Shareholders at its upcoming extraordinary general meeting 
scheduled for February 2009, Zhongjin Lingnan will hold 
50.1% of the expanded issued capital of Perilya. 

Zhongjin Lingnan has stated that they do not intend to accept 
CBH’s Offer in the event that Perilya Shareholders approve 
the Proposed Placement. 

The Proposed Placement may breach one or more of the bid 
conditions under CBH’s Offer and, unless CBH waive such 
conditions, may entitle CBH to withdraw their Offer. 

1.21 Why are the Directors recommending the Proposed 
Placement to Zhongjin Lingnan?

If the Proposed Placement is approved by Perilya 
Shareholders, Perilya will receive a cash injection of 
$45.5 million from Zhongjin Lingnan and remain debt free 
(excluding equipment financing in the ordinary course of 
business). In contrast, acceptance of CBH’s Offer would 
expose Perilya Shareholders to CBH’s substantial corporate 
debt position, which as at the date of CBH’s Bidder’s 
Statement, is approximately $160 million and requires 
interest payments of approximately $10 million per annum.

Perilya Shareholders will retain ownership of 49.9% of Perilya 
and be partnered with a strategic organisation committed to 
the long-term development of Perilya’s assets. While the level 
of dilution to Perilya Shareholders is similar under the two 
alternatives, your Directors believe that the cash alternative 
proposed by Zhongjin Lingnan is a superior proposal and will 
further strengthen Perilya’s balance sheet, improve Perilya’s 
ability to weather a sustained downturn in commodity prices 
and to pursue growth options as they arise.

Zhongjin Lingnan is a well funded strategic partner with 
significant mining, processing, smelting and marketing 
experience and financial backing to assist Perilya through the 
current period of depressed economic conditions. Zhongjin 
Lingnan is also supportive of Perilya’s current management and 
operating plan and is willing to support future opportunities 
for Perilya and its shareholders. In comparison, CBH has not 
clearly outlined how it intends to ensure the viability of its 
Endeavor mine nor has it demonstrated how it would finance 
development of the lower grade Rasp project or how it would, 
at current metal prices, create additional value for Perilya 
Shareholders at Perilya’s Broken Hill Operations. 

1.22 When will Perilya Shareholders get a 
vote on the deal with Zhongjin Lingnan?

Your Directors intend to convene an extraordinary general 
meeting of Perilya Shareholders in February 2009 to vote 
on the proposed issue of 197,672,000 new Perilya Shares 
to Zhongjin Lingnan. Prior to this meeting, Perilya will 
issue to Perilya Shareholders a detailed notice of meeting 
and accompanying explanatory memorandum setting out 
the details of the Proposed Placement, your Directors’ 
recommendation and an independent experts’ report on the 
reasonableness of the Proposed Placement. 

1.23 Is there a number that I can call if I have other 
questions in relation to CBH’s Offer?

If you have any questions, please call Perilya’s Company 
Secretary on (08) 6210 2000 (from within Australia) or 
+61 8 6210 2000 (from outside Australia) between 
9.00am and 5.00pm (Perth time) Monday to Friday.
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2
Profile of Perilya

2.1 Business overview

Perilya Limited is an Australian base metals mining and 
exploration company. Perilya owns and operates the iconic 
Broken Hill zinc, lead and silver mine in New South Wales, 
Australia and the Beltana/Flinders high grade zinc mine in 
South Australia and is exploring for copper at its Mount Oxide 
Project. As at the date of this Target’s Statement, Perilya is an 
S&P/ASX300 company. 

Perilya, prior to recent production cuts at its Broken Hill 
Operation, was rated in the top 20 of global producer for zinc 
and lead production and the world’s thirteenth largest zinc mine 
and the sixth largest lead mine. Due to the current economic 
environment and in response to the current low metal prices 
and cost pressures, the Company has resized its Broken Hill 
Operation to focus on a reduced tonnage, lower-cost operation 
at its Southern Operations, with the North Mine and Potosi 
Exploration Decline placed on care and maintenance.

Despite the current downturn in the resources industry, 
your Directors believe that Perilya is well positioned with a 
project pipeline, which includes the North Mine, the Potosi 
Exploration Decline, Flying Doctor deposit and other various 
regional deposit in Broken Hill, the Flinders Project in South 
Australia and the Mount Oxide copper deposit in Queensland. 

Strategic direction

With the resizing of the Broken Hill Operation completed in 
September 2008, Perilya is focused on sustaining production, 
albeit at a lower rate, for the long-term, while retaining the 
flexibility to rapidly increase production and extend the life of 
mine, should metal prices improve in the near future. 

With the support of Zhongjin Lingnan and the Proposed 
Placement, Perilya and its shareholders will be in a strong 
position with significant cash to withstand the current 
commodity price environment, and to pursue growth options 
as they arise.

History

Perilya was established in 1986. Perilya has owned and 
operated a variety of resource assets and over time it has 
assembled a diverse portfolio of base metal operations and 
exploration projects. 

In May 2002, the Company successfully acquired the Broken 
Hill mine, one of the largest and most renowned zinc, lead 
and silver mines in the world. 

In March 2007, mining operations commenced at Beltana zinc 
oxide mine in South Australia (which is part of the Flinders 
Project), targeting high grade zinc ore for direct shipment to 
smelters in Asia. 

2.2 Reserves and resources  

(a) Overview

 Resources and reserves conform to the Australasian 
Code for Reporting of Mineral Resources and Ore 
Reserves (The Joint Ore Reserves Committee Code – 
JORC). Total resources include all the measured and 
indicated resources used to calculate the reserves.

(b) Broken Hill mine reserves and resources

 Since Perilya acquired the Broken Hill deposit in 2002, 
a total of 11.3 million tonnes of ore has been mined 
containing 1.2 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. 

 Current ore reserves provide for a mine life of around 
nine years.

(c) Reserves and resources table 

 

Ore Reserve as at 30 June 2008   Tonnes Zinc Lead Silver  
    ‘000 % % g/t 

Broken Hill Operations        
 Southern Operations Long-Hole Open Proved 4,572 6.4 4.2 45.9 
  Stope Reserve Probable 3,817 5.0 3.1 34.6 

   Total 8,389 5.7 3.7 40.8 

  Pillar Proved 1,262 8.9 9.6 84.6  
   Probable 371 5.5 5.5 50.9 

   Total 1,633 8.1 8.7 76.9 

Total reserves  Proved 5,834 6.9 5.4 54.3 
   Probable 4,188 5.1 3.3 36.1 

   Total 10,022 6.7 4.5 46.7 
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Mineral resource as at 30 June 2008  Tonnes Zinc Lead Silver Copper Cobalt 
   ‘000 % % g/t % % 

Broken Hill Operations        

 Southern Operations Measured 5,874 9.7 7.5 74.5  -   -  
  Indicated 3,144 9.7 6.3 62.4  -   
  Inferred 510 9.6 10.1 83  -   - 

  Total 9,528 9.7 7.2 70.9  -   - 

 North Mine Uppers Measured 1 5.0 6.8 67.0  -   -  
 (Above 26L) Indicated 80 7.0 7.7 104.0  -   -  
  Inferred 830 7.1 8.5 141  -   - 

  Total 910 7.0 8.4 137.7  -   - 

 North Deeps Measured 2,100 11.4 13.9 216.0  -   -  
 (Below 26L) Indicated 1,200 11.7 13.6 239.0  -   - 

  Total 3,300 11.5 13.8 224.4  -   - 

 Potosi Inferred 1,600 14.0 3.4 46  -   - 

  Total 1,600 14.0 3.4 46  -   - 

 Silver Peak Inferred 390 5.2 9.2 78  -   - 

  Total 390 5.2 9.2 78  -   - 

 Central Blocks Inferred 680 4.7 3.5 43  -   - 

  Total 680 4.7 3.5 43  -   - 

 Flying Doctor Indicated 865 3.1 4.2 43  -   -  
  Inferred 590 3.3 3.7 46  -   - 

  Total 1,455 3.2 4.0 44  -   - 

 Henry George Inferred 1,290 7.7 0.8 14  -   - 

  Total 1,290 7.7 0.8 14  -   - 

 1130 Inferred 220 12.2 0.6 7  -   - 

  Total 220 12.2 0.6 7  -   - 

Total Broken Hill Operations Measured 7,975 10.1 9.2 111.8  -   -  
  Indicated 5,287 9.0 7.6 99.9  -   -  
  Inferred 6,100 8.7 4.4 56  -   - 

  Total 19,362 9.4 7.3 90.8  -   - 

Total Flinders  Measured  
  (Stockpiles)* 264 31.0 0.0  -   -   -  
  Indicated 358 28.5 1.4  -   -   -  
  Inferred 172 27.5 0.8  -   -   - 

  Total 794 29.1 0.8  -    

Total Mt Oxide Indicated 9,800  -   -  11 1.6 0.05 
  Inferred 5,700  -   -  4 0.9 0.05

  Total 15,500  -   -  8.4 1.3 0.05

Mineral resource cut off grade (combined Pb and Zn): North Mine Deeps 8%, Henry George / 1130 / Central Blocks variable 2-5%, Silver Peak 5%, all other resources 7%.
*  Also a Proven Reserve
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2.3 Broken Hill

Broken Hill Operation

Perilya’s Broken Hill Operation in NSW includes the Southern 
Operations, the North Mine and Potosi Exploration Decline, 
with a 2.8 million tonne concentrator located on the Southern 
Operations. Zinc and lead concentrate produced is railed to the 
port of Port Pirie in South Australia where the zinc concentrate 
is shipped to Korea Zinc in South Korea, and the lead 
concentrates are processed at Nyrstar’s smelter in Port Pirie.

The Broken Hill Operation has a long history of zinc and lead 
mining and resource discovery through exploration. Perilya 
has current tenement holdings over more than 1,200 square 
kilometres. The Broken Hill Operation has historically been 
one of the top 20 producers of lead and zinc concentrates 
in the world, producing more than 200 million tonnes of ore 
throughout its 125-year history. Perilya has been endowed 
with well-developed infrastructure as a result of the region’s 
long mining history. This infrastructure, situated at the heart 
of the company’s Southern Operations, has the capacity and 
flexibility to operate at lower and higher volumes and with a 
variety of ore sources. 

In June 2008, Perilya achieved the significant milestone of six 
years of successful operation of the Broken Hill mine. Since 
acquisition, Perilya has mined 11.1 million tonnes of ore and 
shipped 733,000 tonnes of zinc metal, along with 351,000 
tonnes of lead from this operation.

Under the resized operating plan, future ore production at 
Broken Hill will reduce from 1.8 to 0.95 million tonnes per 
annum, which is expected to produce approximately 55,000 
tonnes of contained zinc and 50,000 tonnes of contained lead 
annually. Future cash costs will reduce significantly under 
the new operating plan. Under the new operating plan, which 
commenced in September 2008, future ore production at 
the Southern Operations will utilise stopes that are currently 
available or require minimal development. The operation will 
bring forward the mining of high-grade pillars, which were 
originally planned to be mined in the latter years of the life of 
mine plan for the Southern Operations.

Importantly, the new production plan is based on the 
re-sequencing of mining areas rather than a short-term 
high-grade approach, which could undermine the long-term 
value of the resources. 

The new operating plan will also see an ongoing focus on 
cost control and further significant improvements in reducing 
direct cash operating costs. Net cash costs are expected to 
move towards US$0.60 to US$0.65 per pound of payable zinc 
from January 2009.

Should metal prices increase in the future, Perilya will be in a 
strong position to extend the life of the mine and to ramp-up 
production at the Broken Hill Operation and to utilise the full 
potential of the Broken Hill concentrator with ore sources 
from the Southern Operations, Potosi, the North Mine and 
Flying Doctor.

Broken Hill exploration

Perilya manages and is actively exploring 1,880 square 
kilometres of prospective terrain, which includes the 
mining leases covering the Southern Operations and 
Northern Operations, and the historic Little Broken Hill and 
Pinnacles region.

Should metal prices increase in the future our development 
pipeline together with resources at the Southern Operation, 
will position the Company to extend the life of mine at 
Broken Hill beyond the current plan.

North Mine

Perilya is continuing the feasibility study of the North Mine, 
including the North Mine Deeps project. Under the right 
economic circumstances and mining approach this ore body 
remains a significant part of Perilya’s long term future.

Flying Doctor

Perilya is continuing the regulatory approval process for this 
project to enable early mining when metal prices improve. 

Pinnacles region

The Pinnacles region, located approximately 10 kilometres 
southwest of the Broken Hill mill, shows great promise for 
the discovery of a large underground system. During the past 
year, ongoing drilling defined new resources at the Henry 
George and 11:30 deposits and mineral targets at Sam Deeds 
and Esmeralda.

These deposits have potential to be developed as open pit 
operations that can be integrated into the current operations. 
They also hold potential for large Broken Hill systems as 
there is minimal deep drilling below 100 metres depth on 
mineralised lode rocks with one of the strongest alteration 
systems away from the main deposit. 

People

Perilya directly employs approximately 350 people.

A significant majority of Perilya’s full-time employees are 
Perilya Shareholders.
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2.4 Flinders Zinc Project 

Beltana Mine 

The Flinders Project is a group of zinc silicate deposits 
located close to Port Pirie in South Australia. Perilya has 
mined and stockpiled ore from one of these deposits and 
has been shipping this ore to regional smelters over the last 
12 months. The high grade ore allows it to be sold directly to 
smelters without any further processing by Perilya. 

At the end the September 2008 a total of 238,000 tonnes of zinc 
silicate ore are stockpiled at an approximate average grade of 
31% zinc, for a total of 73,400 tonnes of contained zinc. 

Demand for this product remains good and our existing 
customers have performed strongly despite the 
weakening market.

Reliance Deposit (70-85% owned)

Reliance is a zinc silicate ore body in close proximity to the 
Beltana mine and is the next major development in the Flinders 
Project in the northern Flinders Ranges in South Australia. 

With the high grade nature of the deposit obviating the 
need for metallurgical processing, Reliance provides a low 
cost development option using the Beltana infrastructure 
to maintain a blended product feed of direct shipping zinc 
silicate ore to meet the demands of overseas zinc smelters.

Pit optimisation, feasibility studies and the permitting 
process are in progress for when metal prices improve. 
This will further position Perilya for a rapid response to a 
change in market conditions.

2.5 Mount Oxide Project

The Mount Oxide deposit is located in the Mt Isa Region of 
northern Queensland, some 25 kilometres north of Aditya 
Birla Minerals Limited’s Mount Gordon Mine.

Resource update

The current Mount Oxide resource (updated in February 2008) 
includes 15.5 million tonnes at 1.3% copper, 0.05% cobalt and 
9g/t silver for 203,000 tonnes of contained copper. 

Following completion of a significant 5 month drilling 
program which ended in October 2008, and on the basis of 
the significant exploration results reported during the year at 
Mount Oxide, all of which support a high level of confidence 
in the potential of the Mount Oxide Project, as a stand-alone 
operation. Perilya is confident that the current 203,000 
tonnes of contained copper Resource will be upgraded in 
early 2009 to show an increase in the resource.

2.6 Directors of Perilya

The Directors of Perilya as at the date of this Target’s 
Statement are:

Patrick O’Connor  
Non - Executive Chairman 

Patrick O’Connor (45) was appointed Non-Executive Chairman 
on 1 February 2006 and Executive Chairman on 5 February 
2008. He reverted to Non-Executive Chairman following 
the appointment of Paul Arndt as Managing Director on 
25 November 2008. 

Skills, experience and expertise – Patrick is a fellow of the 
Australian Institute of Directors and attended the Stanford 
Executive Program at Stanford University, California, 
United States.

Patrick has extensive executive leadership skills and 
wide experience in communicating with capital markets. 
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 and Chairman of Water Corporation and 
Xceed Capital Limited. 

Paul Arndt 
Managing Director and Chief Executive Officer

Paul Arndt (50) was appointed as Executive General 
Manager of Operations and Development in February 2008, 
and subsequently appointed Managing Director and Chief 
Executive Officer of Perilya on 25 November 2008 following 
approval at the Perilya AGM. 

Skills, experience and expertise – 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 an 80% increase 
in prodcutivity as well as significant reductions in direct 
operating costs at the Broken Hill Operation. 

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. 

Former roles include senior general management positions 
with Newcrest Mining Limited at their Telfer operation in 
Western Australia, Pasminco Limited’s Cockle Creek smelter 
in Boolaroo (NSW), and MIM Holdings Limited’s Britannia zinc 
and lead operation in Avonmouth (UK). 
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Phillip Lockyer  
Independent Non-Executive Director

Phillip Lockyer (64) was appointed Non-Executive Director 
on 19 November 2003 and was the Company’s Chairman until 
1 February 2006. 

Skills, experience and expertise – Phillip is a mining engineer 
and metallurgist with more than 40 years experience in the 
minerals industry with an emphasis on gold and nickel, in 
both underground and open pit mining operations. Phillip 
has worked in senior positions in WMC Resources, Dominion 
Mining Ltd and Resolute Ltd. He was formerly WMC Resources 
General Manager Western Australia with responsibility for that 
company’s nickel division and gold operations.

Phillip has extensive knowledge of Perilya’s Broken Hill mine 
and expertise in underground and open pit mining operations.

Phillip is a member of the Audit and Risk Management 
Committee and Remunerations Committee. He is also a 
director of Focus Minerals Limited, St. Barbara Limited and 
Swick Mining Services Limited.

Peter Harley  
Independent Non-Executive Director

Peter Harley (58) was appointed Non-Executive Director on 
19 November 2003. 

Skills, experience and expertise – Peter is a fellow of the Australian 
Institute of Company Directors and a qualified accountant.

Peter has more than 30 years of commercial experience and 
has held senior roles in a range of diverse industries.

Since 1996, Peter has been a senior consultant and a non 
executive director to a number of organisations, providing 
strategic advice on areas including business planning, 
strategic marketing, acquisitions and investments.

Peter is currently Chairman of the Audit and Risk Management 
Committee and a member of the Remuneration and 
Nominations Committee. He is also a director of Gunson 
Resources Limited.

Karen Field  
Independent Non-Executive Director

Karen Field (60) was appointed Non-Executive Director on 
24 August 2007.

Skills, experience and expertise – Karen is a professional 
non-executive director who has more than 30 years of 
experience in the minerals industry with a wealth of 
mining experience and expertise in the areas of strategy, 
commercialization, people and project management.

During her career Karen has held executive roles in a variety 
of mining industry sectors throughout Australia and in South 
America where she served as president of Minera Alumbrera 
Limited, which manages the Bajo de la Alumbrera copper 
gold project in north- western Argentina.

Karen is the Chairman of the Remuneration and Nominations 
Committee and a member of the Audit and Risk Management 
Committee. She is also a director of Sipa Resources Limited, 
Electricity Networks Corporation, Water Corporation and 
Cooperative Research Centre for Sustainable Processing.

2.7 Substantial shareholders

As at the date of this Target’s Statement and based on substantial shareholder notices filed with Perilya the following persons have 
identified themselves as substantial shareholders of Perilya (within the meaning of the Corporations Act): 

Shareholder Number of Perilya 
Shares held

Voting power 
%

AXA Asia Pacific Holdings Limited 18,729,419 9.51

UBS Nominees Pty Ltd 13,290,799 6.75
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2.8 Top 20 shareholders

As at 3 December 2008 the top 20 largest shareholders in Perilya were: 

2.9 Material off-take supply contracts

(a) Zinc Concentrate Sales Agreement 
(Broken Hill, New South Wales)

 On 25 May 2002, Perilya Broken Hill Limited (a wholly 
owned subsidiary of Perilya) entered into a zinc 
concentrate sales agreement with Korea Zinc Company 
Limited of Korea. The agreement was mutually terminated 
and a new agreement with Korea Zinc was entered 
into on or about May 2005. The agreement is for 100% 
of the current and future output of zinc concentrates 
produced at the Company’s Broken Hill concentrator on 
the Southern Operations and includes zinc concentrate 
produced from ore recovered from Perilya Broken Hill 
Limited’s other tenements in and around Broken Hill.

 The agreement has no maximum term, with a minimum 
term running through to 31 December 2011.

(b) Zinc Concentrate Sales Agreement 
(Beltana, South Australia) 

 On 24 January 2008, Freehold Mining Pty Ltd (a wholly 
owned subsidiary of Perilya) entered into a zinc silicate ore 

sales agreement with Padaeng Industry Public Company 
Limited of Thailand. The agreement is for the shipment of 
approximately 60,000 tonnes of high grade (37%+) zinc ore 
and approximately 50,000 tonnes of a blended medium 
grade (approximately 34.5%) zinc ore mined from the 
Beltana mine in South Australia. The sale of the medium 
grade ore is the subject of further technical due diligence 
by the buyer anticipated to be completed by 30 June 2008.

 The agreement runs until the earlier of 31 December 
2009 or until the quantity of the product is delivered.

(c) Lead Concentrate Sales Agreement 
(Broken Hill, New South Wales)

 On 8 March 2002, Perilya Broken Hill Limited entered into 
a lead concentrate sales agreement with Zinifex Port Pirie 
Pty Ltd (now Nyrstar Port Pirie Pty Ltd). The agreement 
was varied and restated in an agreement made between 
the parties on or about May 2006. The agreement 
is for 100% of the current and future output of lead 
concentrates produced at Perilya’s mill on its Southern 
Operations at Broken Hill.

 The agreement expires on 31 December 2009.

Shareholder Number of Perilya 
Shares held

Voting power 
%

ANZ Nominees Limited <Cash Income A/C> 27,017,264 13.72

HSBC Custody Nominees (Australia) Limited 23,468,303 11.92

J P Morgan Nominees Australia Limited 18,381,507 9.34

Citicorp Nominees Pty Limited 17,107,777 8.69

National Nominees Limited 7,233,023 3.67

CPU Share Plans Pty Limited <Perilya Employee Share Acquisition Plan> 3,791,792 1.93

Mr Andrew Tsang 2,611,901 1.33

Yandal Investments Pty Ltd 1,500,000 0.76

Mr Eric Arthur Hopgood and Mr Owen William Hopgood 1,366,000 0.69

C4 Shares Pty Ltd <C4 Share A/C> 1,344,500 0.68

Mr Timothy Ryan 1,250,000 0.63

Arora Constructions Pty Ltd 1,000,000 0.51

Mr Leonard Stanley Jubber 1,000,000 0.51

Linpark Holdings Pty Ltd <Alf S/F A/C> 1,000,000 0.51

Pegmont Mines Limited 1,000,000 0.51

Krystal Holdings Pty Ltd <Shar Super Fund A/C> 917,139 0.47

Mrs Tew Hua Cameron 850,000 0.43

Mr William Gordon Martin and Mrs Beverley Michelle Martin 
<Chemco Super Fund A/C>

700,000 0.36

Mr Jae Yong Park and Mrs Myung Sook Park 636,000 0.32

Gemrock Holdings Pty Ltd <M T Dunnet Super Fund A/C> 544,643 0.28

TOTAL 112,719,849 57.26
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The Company recorded a net loss after tax of $140.2 million 
for the FY 2008. The net loss compares to a net profit after tax 
of $82.5 million in the previous year.

The result for FY2008 includes one-off pre-tax impairment 
write downs of $188.2 million. The underlying loss after tax 
was $22.1 million which reflected the lower metal 
price environment seen in FY2008 along with higher 
treatment and refining charges and a stronger 
Australian dollar.

The impairment losses of $188.2 million comprised 
approximately $163.2 million with respect to the operating 
and exploration assets at Broken Hill, $10.1 million on 
other exploration properties and $14.9 million on other 
assets, including available-for-sale financial assets.

(d) Silver Sale Agreement with Coeur D’Alene 
(Broken Hill, New South Wales)

 On 8 September 2005, Perilya Broken Hill Limited (a 
wholly owned subsidiary of Perilya) entered into a silver 
sale agreement with CDE Australia Pty Ltd (“CDEA”) and 
its parent, Couer d’Alene Mines Corporation Limited 
for the sale of the contained silver at Perilya’s Broken 
Hill mines and adjacent tenements. CDEA paid Perilya 
Broken Hill Limited consideration of US$36 million. 
Under the terms of the agreement, Perilya Broken Hill 
Limited is to deliver approximately 17.2 million ounces 
of silver with CDEA paying to Perilya Broken Hill Limited 
a per ounce operating cost contribution for each 
ounce of payable silver calculated in accordance with 
the agreement. If Perilya Broken Hill Limited has not 
delivered at least 15 million ounces of silver to CDEA by 
13 October 2013, CDEA may terminate the agreement. 
In the event of termination there are no further liabilities 
payable by Perilya under the agreement. Perilya has 
delivered approximately 5.1 million ounces of silver 
under the agreement to 30 November 2008.

3
Perilya financial 
information

3.1  Introduction

This Section sets out, in summary form, certain key financial 
information including Perilya’s audited income statement for the 
year ended 30 June 2008 and balance sheet as at 30 June 2008.

The financial information in this Section has been prepared 
in accordance with the recognition and measurement 
principles of Australian Accounting Standards, which include 
Australian equivalents to International Financial Reporting 
Standards (A-IFRS).

The financial information in this Section is presented in 
an abbreviated form. Perilya Shareholders should refer to 
Perilya’s audited annual financial statements for the 2008 
financial year for more detailed disclosures in relation to the 
historical financial performance and position of Perilya.

These are available from Perilya’ website: www.perilya.com.au

3.2  Financial summary

Abbreviated income statement

FY 2008 
($ Million)

FY 2007 
($ Million)

Revenue from 
ordinary activities

273.1 365.8

Earnings/(loss) before 
interest and tax

(161.6) 119.0

Net profit / (loss) 
after tax

(140.2) 82.5
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The Company’s cash position reduced significantly during the 
year as a result of:

• materially weaker Australian dollar metal prices and 
lower metal production from Broken Hill;

• re-classification of investments in commercial paper 
from cash to available-for-sale financial assets;

• continued investment during the year in the 
development of the Company’s two operating assets at 
Broken Hill and Beltana; and

• investment of approximately $22.3 million in exploration 
activities.

The total assets of the Company fell by approximately 
$141.3 million, largely as a result of the impairment write off 
made at 30 June 2008.

Matters subsequent to the end of the financial year

On 21 August 2008, Perilya completed an extensive review of 
its Broken Hill zinc, lead and silver operation and implemented 
a plan to resize the operation in light of the current low metal 
prices. The new plan at Broken Hill focuses on a lower tonnage 
profile around mining remnant pillars and stopes which have 
low development requirements in the Southern Operations. 
It was further decided that the North Mine and Potosi 
exploration decline be placed on care and maintenance.

In conjunction with the resizing, Perilya closed-out its hedge 
book realising $60.3 million in cash. The proceeds of the 
hedge book closure, which were received in full during August 
2008, have been used to fund the resizing of the Broken Hill 
Operation (including redundancy costs and working capital 
reductions), repayment of short term borrowings and to 
increase the cash used to secure performance bonds.

On 26 September, 2008, the Company repaid $10 million in 
short term corporate debt, leaving it with no corporate debt 
at the date of this Target’s Statement.

After balance date, bank guarantees backing the existing 
rehabilitation performance guarantees in place with relevant 
State Governments expired and were required to be replaced 
with cash backed facilities. To meet this requirement Perilya 
placed an additional $14.3 million into restricted cash, 
bringing total restricted cash to $24.7 million.

At 30 September 2008 Perilya held cash, deposits, and 
investments totalling $73.6 million represented by:

• free cash of $22.3 million (30 June 2008: $26.5 million);

• secured deposits of $24.7 million supporting 
performance bonds required under various mining 
leases at Broken Hill;

• commercial paper of $22.6 million (written down value); 
and

• other investments of $4.0 million.

At 30 September 2008, the Company’s only debt was 
$12.8 million solely related to mobile equipment financing.

Perilya will release its interim financial statements for the 
6 months ending 31 December 2008 by 27 February 2009, 
which is well before the end of the CBH Offer Period. This will 
enable Perilya Shareholders to have more current financial 
information and to compare this financial information with 
CBH’s interim financial statements for the same period.

Perilya’s cash position changes on a daily basis as revenue 
is received and expenses paid. In common with all listed 
resources companies, Perilya reports its cash position to 
the ASX in respect of each quarter. The numbers referred to 
above are taken from Perilya’s last such quarterly statement. 
Since that time, Perilya’s cash position has changed and the 
amount of cash that Perilya has on any particular day is likely 
to be less than those amounts - unless metal prices improve. 
Perilya will provide up-dated cash information as at 
31 December 2008 when it releases its interim financial 
statements. Perilya’s cash position will of course be 
materially improved by the Proposed Placement with 
Zhongjin Lingnan.

Abbreviated balance sheet

As at 30 June 2008 
($ Million)

As at 30 June 2007 
($ Million)

Cash & restricted cash 37.0 173.0

Available-for-sale financial assets 40.9 5.0

Derivative financial instruments 129.1 16.4

Other assets 100.7 254.6

Total assets 307.7 449.0

Borrowings 26.0 20.8

Derivative financial instruments/option premiums 38.0 133.4

Other liabilities 96.1 145.6

Total liabilities 160.1 299.8

Net assets 147.6 149.3
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3.3  Key risks relating to Perilya’s 
financial prospects

Investors should be aware of the following key risks that 
may affect the future operating and financial performance of 
Perilya and the value of Perilya Shares. These risks include 
general risks associated with any form of business and 
specific risks associated with Perilya’s business. 

A) Economic conditions 

 Adverse changes in economic conditions such as 
interest rates, exchange rates, inflation, government 
policy, international economic conditions and 
employment rates amongst others are outside Perilya’s 
control and have the potential to have an adverse 
impact on Perilya and its operations

B) Stock market fluctuations 

 There are risks associated with any investment in a 
company listed on the ASX. The value of Perilya Shares 
may rise above or below the current Perilya Share price 
depending on the financial and operating performance 
of Perilya and external factors over which Perilya and 
the Directors have no control. 

 These external factors include:

• economic conditions in Australia and overseas which 
may have a negative impact on equity capital markets;

• changing investor sentiment in the local and 
international stock markets

• changes in domestic or international fiscal, monetary, 
regulatory and other government policies; and 

• developments and general conditions in the markets 
in which Perilya proposes to operate and which may 
impact on the future value and pricing of shares 

C) Regulatory risks 

 Perilya is exposed to any changes in the regulatory 
conditions under which it operates in Australia 

 Such regulatory changes can include, for instance, 
changes in:

• taxation laws and policies; 

• accounting laws, policies, standards and practises;

• environmental laws and regulations that may impact 
upon the operations and processes of Perilya; and

• employment laws and regulations, including laws and 
regulations relating to occupational health and safety. 

D) Perilya specific risks 

(i) Metal prices 

 Zinc and lead prices significantly impact on the 
profitability of Perilya. Continued low zinc, lead 
and other base metal prices may have a materially 
adverse affect on Perilya. It is not possible to 
accurately predict future movements in metal prices. 

(ii) Increased or new competition 

 Perilya faces competition in its businesses. 
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. 

(iii) Environmental risks 

 Extensive national environmental laws and 
regulations in Australia affect the operations of the 
Perilya Group. 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 companies in the Perilya 
Group, including for certain discharges into the 
environment, effects on employees, sub-contractors 
or customers, or as clean up costs. The Perilya 
Group minimises these risks by having processes 
in place to manage compliance with environmental 
laws and regulations in Australia.

(iv) Reliance on key personnel 

 The responsibility of overseeing day-to-day 
operations and the strategic management of 
the Perilya group 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 the 
Perilya Group. The loss of any such key employees 
of Perilya could have the potential to have a 
detrimental impact on the Perilya Group until the 
skills that are lost are adequately replaced. 

(v) Occupational health and safety 

 Perilya manages, with its clients, certain risks 
associated with the occupational health and safety 
of its employees. Perilya takes out insurance to 
cover these risks in 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. 
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(vi) 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 
the Group.

(vii) 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. 

(viii) 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.

(ix) 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.

(x) 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. 

(xi) Operating risks

 In common with other enterprises in the minerals 
and mining industry, Perilya’s mineral exploration 
and mining and related 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. 

3.4  Additional relevant information 

Transaction costs

Perilya currently expects the costs and expenses likely to be 
incurred in responding to CBH’s Offer to be approximately 
$850,000, assuming CBH’s Offer is unsuccessful and no new 
or revised offer is made.
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4
Interests of Directors

4.1 The Directors intend to REJECT CBH’s Offer

Each of the Directors intends to REJECT CBH’s Offer in respect 
of the Perilya Shares held by them or which they control.

4.2 Interests of Directors in Perilya Shares

The number and description of Perilya Shares and Perilya 
Options in which each of the Directors has a Relevant Interest 
is set out in the table below as at 11 December 2008 (the last 
practical date for making changes to this Target’s Statement 
before it went to print). 

Director Number of 
Perilya Shares

Number of 
Perilya Options

Patrick O’Connor Nil Nil

Paul Arndt 95,806 3,000,000

Karen Field Nil Nil

Phillip Lockyer 20,492 Nil

Peter Harley 15,000 Nil

4.3 Dealings by Directors in Perilya Shares 
and Perilya Options

Save as disclosed below, there have been no acquisitions or 
disposals of Perilya Shares or Perilya Options by any Director 
in the four months ending on 11 December 2008 (the last 
practical date for making changes to this Target’s Statement 
before it went to print. 

On 25 November 2008, Mr Arndt was granted 3,000,000 
Perilya Options with Perilya Shareholder approval.

Mr Arndt also acquired 95,806 Perilya Shares pursuant to 
the ESAP. These Perilya Shares are held by the ESAP Trustee 
and are subject to certain restrictions including a 2 year 
restriction on disposal. 

Any subsequent acquisitions or disposals by Directors will be 
announced to the ASX in accordance with legal requirements.

4.4 Interests and dealings in CBH securities

At the date of this Target’s Statement, no Director has a 
Relevant Interest in any securities of CBH’s (or any Related 
Body Corporate of Bidder, including CBH). Perilya itself does 
not have a Relevant Interest in any securities of CBH (or a 
Related Body Corporate of Bidder, including CBH). 

There have been no acquisitions or disposals of securities in 
CBH or any Related Body Corporate of CBH by Perilya, any 
Associate of Perilya, or any of the Directors in the four months 
ending on the day preceding the date of this Target’s Statement. 

4.5 Conditional agreements

No agreement has been made between any of the Directors 
and any other person in connection with or conditional upon 
the outcome of CBH’s Offer.

4.6 Interests in contracts with CBH

No Director has any interest in any contract entered into by 
CBH or the Bidder. 
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5
Important information 
about CBH’s offer

5.1 Consideration

The CBH Offer consideration is 4.2 CBH Shares for each of 
your Perilya Shares.

5.2 Offer Period

CBH’s Offer closes at 7.00pm (Sydney time) on 13 March 2009 
(unless extended or withdrawn).

5.3 Extension of the Offer Period

CBH may extend the Offer Period at any time before the end 
of the Offer Period in accordance with the Corporations Act. To 
extend the Offer Period, CBH must lodge a notice of variation 
with ASIC and give a notice to Perilya and to each Perilya 
Shareholder to whom an Offer was made under CBH’s Offer.

In addition, there will be an automatic extension of the Offer 
Period if, within the last seven days of the Offer Period:

(a) CBH improves the consideration under CBH’s Offer; or

(b) CBH’s voting power in Perilya increases to more than 50%.

If either of these events occurs, the Offer Period is 
automatically extended so that it ends 14 days after the 
relevant event occurs.

5.4 Limited rights to withdraw your 
acceptance

You may only withdraw your acceptance of CBH’s Offer if 
the Offer:

(a) is still subject to a defeating condition (these are broadly 
summarised in Section 5.6 of this Target’s Statement 
below); and

(b) is varied in a way that postpones, for more than one 
month, the time when CBH needs to meet its obligations 
under the Offer.

This may occur if CBH extends the Offer Period by more than one 
month and the Offer is still subject to a defeating condition.

5.5 Effect of accepting CBH’s Offer

If you accept CBH’s Offer, subject to any withdrawal rights set 
out in Section 5.4 of this Target’s Statement:

(a) you will be unable to accept any higher takeover bid 
that may be made by a third party or any alternative 
transaction that may be recommended by the Directors;

(b) you will relinquish control of your Perilya Shares to CBH 
but will have no guarantee of payment until the Offer 
becomes unconditional; and

(c) you will be unable to sell your Perilya Shares on the ASX.

5.6 Offer conditions

Perilya Shareholders should note that CBH’s Offer (and each 
contract resulting from acceptances of the Offer) is subject 
to certain conditions, and that CBH’s Offer will lapse unless 
the conditions are either satisfied or waived by CBH. 
These conditions are set out in full in Section 16 of CBH’s 
Bidder’s Statement.

Some of these conditions are broadly summarised below: 

(a) a 90% minimum acceptance condition;

(b) a condition relating to CBH having received all 
regulatory approvals in relation to its Offer;

(c) a condition relating to no action by a public authority 
adversely affecting the Offer;

(d) a condition relating to the cancellation or acquisition 
by CBH of all options and performance rights granted 
by Perilya;

(e) a condition relating to a third party acquiring a Relevant 
Interest in more than 20% of Perilya Shares; and

(f ) a condition relating to certain material transactions, 
prescribed occurrences, material adverse changes and 
the conduct of Perilya’s business.

5.7 Perilya AGM

The Perilya AGM was held on 25 November 2008. 
At the meeting Perilya Shareholders approved the 
following resolutions:

(a) Approval to the appointment Paul Arndt as a director 
and Managing Director of Perilya

“That Mr Paul Arndt, be elected as a director of Perilya and 
that his appointment as Managing Director of Perilya…”

(b) Approvals to sell surplus equipment

“That the Company be authorised to sell surplus mining 
equipment from its resized Broken Hill Operation…”

(c) Approvals to issue options to employees

“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…”
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The above resolutions were potentially defeating conditions 
to one or more of the conditions to CBH’s Offer, which would 
have enabled CBH to withdraw its Offer, at its election. 

However, on 12 November 2008, in a letter to ASX, CBH 
announced that it would not regard the appointment of Mr 
Arndt, the issue of options or the sale of the equipment as 
triggering actions. The condition in CBH’s Bidder’s Statement 
relating to the issue of the Perilya Options was amended to 
allow for an issue of Perilya Shares on the exercise of Perilya 
Options or Perilya performance rights.   

Perilya Shareholders voted overwhelmingly in favour of these 
resolutions at the Perilya AGM. 

5.8 Compulsory acquisition

CBH has stated in Section 10.3 of its Bidder’s Statement 
that if it acquires a Relevant Interest in 90% or more of 
Perilya Shares, then subject to satisfaction or waiver of the 
other conditions of CBH’s Offer, it intends to proceed with 
compulsory acquisition of the outstanding Perilya Shares in 
accordance with the provisions of the Corporations Act.

The two types of compulsory acquisition permissible under 
Chapter 6A of the Corporations Act are discussed below.

(a) Follow-on compulsory acquisition 

 Under Part 6A.1 of the Corporations Act, CBH will be able 
to compulsorily acquire any outstanding Perilya Shares 
for which it has not received acceptances on the same 
terms as CBH’s Offer if during, or at the end of, the Offer 
Period, CBH (taken together with its Associates):

• has a Relevant Interest in at least 90% (by number) 
of the Perilya Shares; and

• has acquired at least 75% (by number) of the Perilya 
Shares for which it has made an Offer. 

 If these thresholds are met, CBH will have one month 
from the end of the Offer Period within which to give 
compulsory acquisition notices to Perilya Shareholders 
who have not accepted CBH’s Offer. The consideration 
payable by CBH will be the same amount per share that 
is payable under CBH’s Offer. 

 Perilya Shareholders may challenge any compulsory 
acquisition, but this would require the relevant Perilya 
Shareholders to establish to the satisfaction of a court 
that the terms of CBH’s Offer do not represent fair value 
for the Perilya Shares. If Perilya Shares are compulsorily 
acquired, Perilya Shareholders are not likely to 
receive any payment until at least one month after the 
compulsory acquisition notices are sent. 

 If CBH does not become entitled to compulsorily acquire 
Perilya Shares in accordance with the above procedures, 
it may nevertheless become entitled to exercise general 
compulsory acquisition rights under Part 6A.2 of the 
Corporations Act. 

(b) General compulsory acquisition 

 Under Part 6A.2 of the Corporations Act, CBH will also 
be entitled to compulsorily acquire any Perilya Shares 
if CBH holds full beneficial interests in at least 90% 
(by number) i.e. if CBH (together with its Associates) 
becomes a 90% holder of Perilya Shares.

 If this threshold is met, CBH will have 6 months 
after it becomes a 90% holder within which to give 
compulsory acquisition notices to Perilya Shareholders. 
The compulsory acquisition notices sent to Perilya 
Shareholders must be accompanied by an independent 
expert’s report and an objection form.

 The independent expert’s report must set out whether 
the terms of the compulsory acquisition give a “fair 
value” for the Perilya Shares and the independent 
expert’s reason for forming that opinion.

 If Perilya Shareholders with at least 10% of the Perilya 
Shares covered by the compulsory acquisition notice 
object to the acquisition before the end of the objection 
period (which must be at least one month), CBH may 
apply to the court for approval of the acquisition of the 
Perilya Shares covered by the notice.

 Perilya Shareholders should be aware that if they 
REJECT CBH’s Offer and their Perilya Shares are 
compulsorily acquired, those Perilya Shareholders will 
face a delay in receiving the consideration for their 
Perilya Shares compared with Perilya Shareholders who 
have accepted CBH’s Offer.

5.9 Practical issues arising from CBH’s Offer

(a) The value of CBH’s Offer is not fixed

• The market value of CBH Shares will change over time. 
The implied value of CBH’s Offer will fluctuate with 
movements in the market value of CBH Shares. Perilya 
Shareholders are urged to obtain updated quotes on 
the price of CBH Shares. Such quotes can be obtained 
online at www.asx.com.au under the ASX code “CBH”.

• Over time, the CBH Share price may fluctuate 
for a variety of reasons, including exchange rate 
movements or other factors which impact the 
operating or financial performance of CBH.

(b) Risks in relation to CBH’s Offer

• It is possible that if CBH’s Offer lapses, there may be 
a reduction in the market price for Perilya Shares.

• If CBH acquires more than 50% but less than 90% of 
Perilya, those Perilya Shareholders who REJECT CBH’s 
Offer may become minority shareholders in Perilya.

 In such a situation, Perilya’s stock market liquidity 
may be reduced and CBH would have the ability to 
control the composition of the Board and Perilya’s 
strategic direction.
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 General risk factors in relation to Perilya and its business 
are set out in Section 3.3 of this Target’s Statement.

(c) Impact of issue of the Proposed Placement on CBH’s Offer

• If the Proposed Placement is approved by Perilya 
Shareholders, Zhongjin Lingnan will hold 50.1% of 
the expanded issued shares in Perilya.

• Zhongjin Lingnan has stated that they do not intend 
to accept CBH’s Offer in the event that Perilya 
Shareholders approve the issue of new Perilya 
Shares to Zhongjin Lingnan.

• The issue of the new Perilya Shares to Zhongjin 
Lingnan may breach one or more of the bid conditions 
under CBH’s offer and, unless CBH waive such 
conditions, may entitle CBH to withdraw its Offer.

6
Your choices
You have three choices as a Perilya Shareholder in 
responding to CBH’s Offer.

Your Directors unanimously recommend that you REJECT 
CBH’s Offer. 

6.1 REJECT CBH’s Offer

If you do not wish to accept CBH’s Offer, simply ignore any 
documents sent to you by CBH.

You should be aware that:

• if you choose not to accept CBH’s Offer and CBH 
acquires at least 90% of Perilya Shares, CBH may 
become entitled to compulsorily acquire the balance 
of the Perilya Shares, and it has said that it intends to 
exercise those rights (see Section 5.75.8 of this Target’s 
Statement for further details);

• if you choose not to accept CBH’s Offer and CBH acquires 
more than 50% but less than 90% of Perilya Shares and 
waives its 90% minimum acceptance condition, you will 
be exposed to the risks associated with being a minority 
shareholder in Perilya (see Section 5.9 of this Target’s 
Statement for further details);

• you will continue to receive benefits as a Perilya 
Shareholder; and

• as a holder of Perilya Shares you will continue to be subject 
to the risks set out in Section 3.3 of this Target’s Statement.

6.2 Sell your Perilya Shares on market

During CBH’s Offer Period, you may sell your Perilya Shares 
on market through the ASX, provided you have not already 
accepted CBH’s Offer for those Perilya Shares.

If you sell your Perilya Shares on market, you will receive cash 
for the sale of your Perilya Shares. If you sell your Perilya 
Shares on market, you:

• will lose the ability to accept CBH’s Offer and receive CBH’s 
Offer consideration (and any possible increase in CBH’s 
Offer consideration) in relation to those Perilya Shares;

• will lose the ability to accept any higher offer for Perilya 
Shares which may or may not eventuate from a third party;

• will lose the opportunity to receive future returns 
from Perilya;

• may incur a tax liability as a result of the sale; and

• may incur a brokerage charge.

6.3 Accept CBH’s Offer

CBH has stated that its Offer remains open until 7.00 pm on the 
closing date for CBH’s Offer, which is 7.00 pm (Sydney time) on 
13 March 2009 (unless CBH’s Offer is extended or withdrawn).

It is possible that CBH will choose to extend its Offer Period 
in accordance with the Corporations Act (see Section 5.3 of 
this Target’s Statement). Details of the consideration that 
you will receive if you accept CBH’s Offer is set out in its 
Bidder’s Statement.

If you accept CBH’s Offer you:

• will become a holder of CBH Shares in which case your 
investment will be subject to the risks associated with 
holding CBH Shares (as set out in Section 12 of CBH’s 
Bidder’s Statement), in addition to the risks associated 
with being a holder of Perilya Shares as set out in 
Section 3.3 of this Target’s Statement (as CBH will 
become the holder of your Perilya Shares);

• may incur a tax liability as a result of your acceptance;

• may be unable to accept any higher offer for your Perilya 
Shares that may eventuate from a third party; and

• will be unable to sell your Perilya Shares on market.
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7
Additional 
information

7.1 Issued securities

The total number of issued Perilya Shares as at the date of 
this Target’s Statement is 196,882,640. 

The total number of unquoted Perilya Options as at the date 
of this Target’s Statement is 8,700,000. There are also a total 
of 151,000 unquoted performance rights issued under the 
LTIP, as at the date of this Target’s Statement.

7.2 Proposed Placement to Zhongjin Lingnan

If the Proposed Placement is approved by Perilya Shareholders 
at its upcoming extraordinary general meeting scheduled for 
early February 2009, Zhongjin Lingnan will hold 50.1% of the 
expanded issued shares in Perilya. 

Zhongjin Lingnan has stated that they do not intend to accept 
CBH’s Offer in the event that Perilya Shareholders approve 
the issue to them of new Perilya Shares. 

The issue of the new Perilya Shares to Zhongjin Lingnan may 
breach one or more of the bid conditions under CBH’s Offer 
and, unless CBH waive such conditions, may entitle CBH to 
withdraw its Offer. 

7.3 Changes in Perilya’s financial position

An abbreviated financial summary of Perilya’s audited income 
statement and balance sheet for the year ended 30 June 2008 
has been disclosed in Section 3.2 of this Target’s Statement. 
A brief review of operations since 30 June 2008 has referred 
to the re-sizing of the Broken Hill operation and the funding 
of this resizing in operations (including redundancy payments 
and working capital reductions) from the closing out of 
Perilya’s hedge book. 

Perilya’s new operating plan has been designed and 
implemented to reposition the Broken Hill Operation down the 
industry total cost curve. The September quarter was a period 
of transition with two months of full production with a high 
fixed cost component and one month under the new re-sized 
plan, together with the one off costs of redundancies and 
care and maintenance cost for the North Mine and the Potosi 
exploration decline.

The future profitability of the Broken Hill Operation and of 
Perilya will depend on the ongoing successful implementation 
of the new operating plan as well as an improvement in metal 
prices in Australian dollar terms. Risks relating to Perilya’s 
future prospects are disclosed in Section 3.3 of this 
Target’s Statement.

With the current high levels of uncertainty and volatility in 
both capital and metal markets the proposed placement of 
$45.5 million of cash into the Company by Zhongjin Lingnan 
will greatly assist Perilya through this period of depressed 
economic conditions.

Apart from the matters disclosed in this Target’s Statement 
(and in particular in Section 3.2), so far as is known to the 
Directors, there have been no material changes to Perilya’s 
financial position since the date of the last balance sheet 
published by Perilya (being the balance sheet as at 
30 June 2008) which have not been announced to the ASX.

7.4 Taxation considerations

Section 13 of CBH’s Bidder’s Statement provides a broad 
outline of the Australian taxation consequences for Perilya 
Shareholders who accept CBH’s Offer. The tax implications 
for each Perilya Shareholder may vary depending on their 
particular circumstances. It is recommended that each Perilya 
Shareholder seek their own professional advice regarding the 
taxation implications associated with CBH’s Offer.

7.5 Material litigation

Legal proceedings arise from time to time in the course of the 
business of the Perilya Group. Perilya does not believe that 
the outcome of any current proceedings (as at the date of this 
Target’s Statement) will have a material adverse effect on the 
business or financial position of Perilya. 

7.6 No other material information

There is no information that is known to any of the Directors 
that holders of Perilya Shares and their professional advisers 
would reasonably require to make an informed assessment 
whether or not to accept CBH’s Offer and reasonably expect 
to find in this Target’s Statement other than:

(a) the information set out in CBH’s Bidder’s Statement;

(b) the information set out in this Target’s Statement; and

(c) information which has previously been disclosed to the 
holders of Perilya Shares or disclosed to ASX or ASIC 
under the regular reporting and disclosure obligations 
to which Perilya is subject as a disclosing entity for 
Corporations Act purposes.

However, the Directors do not take any responsibility for the 
content of CBH’s Bidder’s Statement and are not to be taken 
to be endorsing, in any way, any or all of the statements 
contained in it.
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7.7 Effect of CBH’s Offer on the Perilya 
Incentive Schemes

Perilya has issued unlisted options and unlisted performance 
rights to certain of its employees pursuant to the Perilya 
Incentive Schemes and its ManagingDirectors pursuant to 
other specific terms of issue approved by Perilya Shareholders. 
There are no voting rights attaching to any Perilya Options or 
performance rights. In CBH’s Bidders’ Statement, CBH states 
that its Offer extends to all Perilya Shares that are issued during 
the Offer Period as a result of the exercise of these options or 
performance rights. The following is a brief summary of the 
Perilya Incentive Schemes and the effect that CBH’s Offer will 
have on security interests issued or to be issued under them.

(a) LTIP 

 The LTIP was approved by Perilya Shareholders in 
October 2007. The purpose of the LTIP was to provide 
the Company with a mechanism for driving superior long 
term performance. It was 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 shareholder value. 

 The executive remuneration policy and structure for the 
current financial year is currently under review in light 
of the resizing of the Broken Hill Operations and the 
reduced number of executives and employees across 
the Perilya Group.

 On 21 August 2008, the LTIP was suspended and is 
presently under review by the Remuneration and 
Nominations Committee. The Board plans to align 
future rewards having regard to the resized organization 
and accordingly, the LTIP will likely be terminated and 
wound-up in due course. 

 There are currently 151,000 unexercised performance 
rights issued under the LTIP which are held by certain of 
Perilya’s key executives. CBH’s Offer does not apply to 
these performance rights unless converted into Perilya 
Shares during the Offer Period. As at the date of this 
Target’s Statement no such rights have been converted. 

(b) ESAP 

 All permanent full time or permanent part-time 
employees of Perilya who are Australian resident for 
tax purposes were entitled to participate in the ESAP to 
acquire Perilya Shares. 

 As a result of the resizing of its business, the reduced 
number of Perilya employees and an overall review 
of remuneration policies by the Board and the 
Remuneration and Nominations Committee, the ESAP 
was suspended on 21 August 2008. The Board plans 
to align future incentives having regard to the resized 
organization and accordingly, the ESAP will likely be 
terminated and wound-up in due course.

 All Perilya Shares acquired under the ESAP are held by 
the ESAP Trustee for the benefit of employees. All shares 
acquired in the plan are purchase on-market by the ESAP 
Trustee and are entitled to dividends and voting rights. 
Voting rights are exercised by the ESAP trustee on behalf 
of the employees as the beneficiaries to the plan. 

 As at the date of this Target’s Statement, the ESAP Trustee 
holds 1.93% of the shares in Perilya. CBH’s Offer applies 
to the Perilya Shares already issued under the ESAP on 
the same basis as all other Perilya Shares. CBH’s Offer is 
made to the ESAP Trustee as the registered holder of the 
ESAP Shares on behalf of the participants in the ESAP.

 The ESAP Trustee will separately write to participants 
in the ESAP setting out the consequences of CBH’s 
Offer for participants (including the potential tax 
consequences), and the actions to be taken by 
participants as a result of CBH’s Offer. 

(c) ESOP 

 The ESOP was re-approved by shareholders on 
29 November 2006. 

 The Company has 1,050,000 employee options on 
issue with exercise prices between $0.88 and $4.32 per 
Perilya Share issued in accordance with the ESOP. 

 At the Perilya AGM held on 25 November 2008, Perilya 
Shareholders approved the issue of a further 7,650,000 
options to certain Perilya employees. 

 The conditions to CBH’s Offer as set out in the 
Announcement included a condition that Perilya does not 
issue or agree to issue any equity securities, including 
options, under any employee share scheme. However, 
following a revision to CBH’s Offer Terms by CBH in its 
Bidder’s Statement, the current wording of the condition 
in this regard permits the issue of Perilya Shares on 
the exercise of Perilya Options or performance rights. 
Accordingly, the issue of the options is not a triggering 
action to a condition to CBH’s Offer. 

 Pursuant to the rules of the ESOP, if CBH becomes entitled 
to 50% or more of the Perilya Shares, the Board may give 
written notice to ESOP participants of CBH’s Offer and all 
options issued under the ESOP will immediately become 
exercisable and if not exercised, will lapse within 
30 business days of the issue date of such notice. 
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7.8 Consents

(a) Consents

 Each of the persons listed below has given and has 
not, before the lodgement of this Target’s Statement 
with ASIC, withdrawn their consent to the inclusion of 
the following information in this Target’s Statement in 
the form and context in which it is included and to all 
references in this Target’s Statement to that information 
in the form and context in which they appear:

(i) each Director – to being named as a Director and to 
the inclusion of statements made by him or her;

(ii) UBS – to being named as financial adviser to Perilya; 
and

(iii) Cochrane Lishman – to being named as legal adviser 
to Perilya. 

(b) Disclaimer regarding statements made and 
responsibility

 Each person named in paragraph (a) above as having 
given its consent to the inclusion of a statement or to 
being named in this Target’s Statement:

(i) does not make, or purport to make, any statement 
in this Target’s Statement or any statement on which 
a statement in this Target’s Statement is based 
other than, in the case of a person referred to above 
as having given their consent to the inclusion of 
a statement, a statement included in this Target’s 
Statement with the consent of that person; and

(ii) to the maximum extent permitted by law, expressly 
disclaims and takes no responsibility for any part of 
this Target’s Statement, other than a reference to its 
name and, in the case of a person referred to above 
as having given their consent to the inclusion of a 
statement, any statement or report which has been 
included in this Target’s Statement with the consent 
of that party.

7.9 Publicly available information

As permitted by ASIC Class Order 01/1543, this Target’s 
Statement may contain statements which are made, or based 
on statements made, in documents lodged with ASIC or ASX 
in compliance with the ASX Listing Rules.

Pursuant to Class Order 01/1543, the consent of such persons 
to whom such statements are attributed is not required for 
the inclusion of those statements in this Target’s Statement.

Any Perilya Shareholder who would like to receive a copy of 
those documents may obtain a copy free of charge during 
CBH’s Offer Period by calling the Perilya’s Company Secretary 
on (08) 6210 2000 (from within Australia) or +61 8 6210 2000 
(from outside Australia) between 9.00am and 5.00pm 
(Perth time) Monday to Friday.

Copies of all announcements by Perilya may also be 
obtained from its website at www.perilya.com.au or from 
www.asx.com.au.

7.10 Approval of Target’s Statement

This Target’s Statement has been approved by a resolution 
passed by the Directors on 11 December 2008.

Signed for and on behalf of Perilya by Patrick O’Connor, a 
Director of Perilya who is authorised to sign pursuant to the 
resolution referred to above.

Patrick O’Connor  
Chairman
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8
Glossary

8.1 Definitions

Announcement means CBH’s announcement on 2 October 
2008 of its intention to make its Offer.

ASIC means Australian Securities and Investments Commission.

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

Bidder means Broken Hill Operations Pty Limited 
ACN 054 920 893, a wholly owned subsidiary of CBH.

Bidder’s Statement means the Bidder’s Statement in relation 
to CBH’s Offer, prepared by CBH and dated 12 November 2008.

Board means the Board of Directors of Perilya.

Broken Hill Operations means Perilya’s zinc, lead and silver 
mining operation at Broken Hill in New South Wales.

CBH means CBH Resources Limited ABN 27 009 423 858, or 
“Bidder” where the context requires.

CBH Group means CBH and its subsidiaries, including Bidder.

CBH Note means a note issued by CBH pursuant to the 
offer of convertible notes, the subject of the prospectus 
dated 23 March 2007 issued by CBH for the issue of up to 
$200 million in unsecured convertible notes. 

CBH Noteholder has the same meaning as set out in the 
Bidder’s Statement. 

CBH Shares means ordinary fully paid shares in CBH.

Corporations Act means the Corporations Act 2001 (Cwlth).

Directors means the current directors of Perilya.

Dividend Reinvestment Plan means the Perilya dividend 
reinvestment plan as approved by Perilya Shareholders on 
29 November 2006.

ESAP means the plan known as the “Perilya Employee Share 
Acquisition Plan – Tax Deferred” established and operated 
under the terms of the ESAP Trust Deed.

ESAP Trustee means CPU Share Plans Pty Limited 
ABN 20 081 600 875 (managed by Computershare Limited).

ESAP Trust Deed means the trust deed between Perilya and 
the ESAP Trustee dated 31 July 2006.

ESOP means the Perilya Employee Share Option Plan.

FIRB means Foreign Investment Review Board.

LTIP means the Perilya Long Term Incentive Plan as approved by 
Perilya Shareholders on 31 October 2007 and governed by the 
Trust Deed, the rules of the LTIP and any relevant letter of offer.

Merged Group means the CBH Group following its acquisition 
of all or a majority of the Perilya Shares.

Mount Oxide Project means Perilya’s copper and cobalt project 
located in the Mount Isa region in northern Queensland.

Offer means the takeover offer by Bidder to acquire all the 
Perilya Shares under Chapter 6 of the Corporations Act as 
described in the Bidder’s Statement.

Offer Period has the same meaning as given to that term in 
the Bidder’s Statement.

Offer Terms means the formal terms and conditions of CBH’s 
Offer, as set out in Sections 15 and 16 of the Bidder’s Statement.

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

Perilya AGM means the annual general meeting of the 
Company held on 25 November 2008.

Perilya Group means Perilya and its Related Bodies Corporate.

Perilya Incentive Schemes means the LTIP, the ESOP and 
the ESAP.

Perilya Option means an option issued under a Perilya 
Incentive Scheme.

Perilya Shares means ordinary fully paid shares in Perilya.

Perilya Shareholder means a registered holder of a Perilya Share.

Proposed Placement means the proposed placement to 
Zhongjin Lingnan of 197,672,000 new Perilya Shares at 
A$0.23 per share to raise A$45,464,560 in cash as announced 
to ASX on 9 December 2008 (see the announcement attached 
at Appendix A to this Target’s Statement). 

Rasp project means the project described in Section 6.4 of 
the Bidder’s Statement.

Related Body Corporate has the same meaning as given to 
that term in the Corporations Act.

Relevant Interest has the same meaning as given to that term 
in the Corporations Act.

Toho Zinc means Toho Zinc Co. Ltd. 

Target’s Statement means this document.

Trust Deed means the Perilya Long Term Incentive Share Plan 
Trust Deed dated 28 September 2007.

UBS means UBS AG Australia Branch.

United States means the United States of America, its 
territories and possessions, any state of the United States 
of America and the District of Columbia and all other areas 
subject to its jurisdiction.

US$ means United States dollars, the lawful currency of the 
United States.

Zhongjin Lingnan means Shenzhen Zhongjin Lingnan 
Nonfemet CO., LTD.
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8.2 Interpretation

Unless the context otherwise requires:

• headings used in this Target’s Statement are inserted for 
convenience and do not affect the interpretation of this 
Target’s Statement;

• words or phrases defined in the Corporations Act have 
the same meaning in this Target’s Statement;

• a reference to a Section is a reference to a Section of 
this Target’s Statement;

• a reference to 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;

• the singular includes the plural and vice versa;

• 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; and

• Australian dollars, dollars, A$ or $ is a reference to the 
lawful currency of Australia unless otherwise stated.
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Appendix A
Announcement of the 
Proposed Placement
9 December 2008

Perilya secures watershed alliance with Zhongjin 

Raises $45.5 Million via a placement of 
new shares

Key Points

• Perilya signs Share Subscription Agreement with major 
Chinese metals and mining company Shenzhen Zhongjin 
Lingnan Nonfemet Co. Ltd, to raise A$45,464,560 

• Issue price of A$0.23 represents a 53% premium to the 
last traded price of Perilya on 5 December 2008 and a 61% 
premium to the volume weighted average price (VWAP) of 
Perilya shares for the 30 trading days up to 5 December 2008

• Further strengthens Perilya’s balance sheet cash backing 
and strongly positions Perilya to weather the current 
commodity price environment and for growth

• Introduces a strong and committed strategic partner to 
secure the future of Perilya as an independent company 

• Zhongjin and Perilya agree to enter into good faith 
negotiations for potential lead and zinc concentrate off-
take sales agreements on commercial and arms-length 
terms upon expiry of existing agreements

Perilya Limited (ASX:PEM) today announced it has entered into 
a share placement agreement and strategic partnership with 
major Chinese metal company Shenzhen Zhongjin Lingnan 
Nonfemet Co., Ltd. (“Zhongjin”), to raise A$45,464,560.

Pending Perilya shareholders’ and regulatory approvals, 
Zhongjin will subscribe for 197,672,000 fully paid ordinary 
shares in Perilya at an issue price of A$0.23 per share, to 
acquire 50.1% of the Company. 

Under the agreement, the Perilya Board will be restructured 
to allow for a new Board with Zhongjin representatives 
comprising half of the new Board. Paul Arndt will continue as 
Managing Director and Chief Executive Officer.

Perilya Managing Director, Paul Arndt, said “the agreement 
represents a watershed event for Perilya and provides a 
significant platform for growth and a major operational and 
funding boost for the Company.”

“It also will leave Perilya extremely well placed to withstand 
the current commodity price environment, and to pursue 
growth options as they arise.”

“Perilya believes this access to capital provides a significant 
comparative advantage to other resource companies, and will 
also allow us to advance, as appropriate, development projects 
such as the Mount Oxide copper project,” Mr Arndt said.

“Zhongjin is a strong and well funded strategic partner committed 
to the long-term development of Perilya’s assets. As China’s third 
largest zinc producer, Zhongjin has a wealth of mining, processing, 
smelting and marketing experience that will add significant value, 
particularly through these turbulent times,” he added.

President of Zhongjin, Mr Zhang Shuijian, said that “this 
represents a good opportunity to invest in the Australian 
market and support Perilya.”

“Zhongjin is fully supportive of Perilya, its current management 
team and operating plan. This support will extend to future 
opportunities for Perilya and its shareholders as they arise.”

Mr Zhang confirmed that Zhongjin do not intend to accept 
CBH Resources Limited offer for Perilya shares post 
completion of this transaction.

Perilya Chairman Patrick O’Connor said “a partnership with 
Zhongjin represents a Company-defining agreement for 
Perilya and its shareholders and leaves Perilya in a very 
strong position with no corporate debt and significant cash 
and investment reserves.” 

“The Board is unanimous in the belief that the placement of 
shares to Zhongjin represents the best alternative currently 
available to Perilya shareholders, and will be voting their 
own stock in favour of the Placement”. 

“The Board further believes the ability to deliver such a 
significant transaction against an extremely challenging economic 
backdrop is testament to both the leadership of Paul Arndt and 
the strength of Perilya’s asset base,” Mr O’Connor said. 

As part of the Placement, Zhongjin will provide Perilya with 
an initial cash deposit of A$10 million, which is refundable in 
the event the transaction conditions precedents are either 
not satisfied or waived.

Zhongjin and Perilya have also agreed to enter into good 
faith negotiations with respect to potential arm’s length, 
commercial concentrate sales agreement(s) for a portion 
of Perilya’s zinc and lead concentrate production which will 
further support Perilya’s long-term viability.

UBS Investment Bank is acting as financial adviser to Perilya.
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Share subscription agreement

Perilya Limited (ASX:PEM) (“Perilya”) is pleased to announce 
that it has entered into an agreement with Shenzhen Zhongjin 
Lingnan Nonfemet Co., Ltd. (“Zhongjin”) under which Zhongjin 
will subscribe for 197,672,000 fully paid ordinary shares in 
Perilya (“New Shares”) at an issue price of A$0.23 per share to 
raise A$45,464,560 in cash (“Placement”). 

Following completion of the Placement, Perilya will have 
394,554,640 shares on issue and Zhongjin will own 50.1% 
of Perilya. 

The Perilya Board will be restructured to allow for a new 
Board, comprising a mix of existing Directors and Directors 
nominated by Zhongjin. Paul Arndt will continue as Managing 
Director and Chief Executive Officer.

The Placement significantly improves Perilya’s cash backing 
and better positions Perilya to withstand the currently 
depressed commodity price environment through a material 
injection of capital. Perilya believes that access to capital will 
provide it with a material comparative advantage to other 
resource companies, while also allowing Perilya to advance 
development projects such as Mount Oxide. 

As part of the Placement, Zhongjin will provide Perilya with 
an initial cash deposit of A$10 million by 24 December 2008 
to complement Perilya’s existing cash balance. The deposit is 
refundable in the event the transaction conditions precedents 
are either not satisfied or waived.

Commercial Off-Take Negotiations

As part of the Share Subscription Agreement, Zhongjin and 
Perilya have also agreed to enter into good faith negotiations 
with respect to potential concentrate sales agreement(s) for 
a portion of Perilya’s zinc and lead concentrate production, 
subject to sufficient concentrates and ores becoming 
available from existing off-take contracts. Any such off-take 
arrangements entered into between Perilya and Zhongjin 
will be conducted on arm’s length commercial terms and will 
further support Perilya’s long-term viability. 

Perilya shareholder approval and other conditions

The proposed share Placement is conditional upon Perilya 
shareholder approval (pursuant to Section 611 exception 7 
of the Corporations Act and ASX Listing Rule 7.1), approval 
by the Foreign Investment Review Board and Chinese 
regulatory approvals. 

Perilya shareholder approval will be sought in a general 
meeting, currently scheduled for February 2009. A Notice 
of Meeting and Explanatory Memorandum will be issued to 
shareholders in January 2009. The Explanatory Memorandum 
will include further details on the proposed Placement and 
will include an Independent Expert’s Report that will opine on 
whether the Placement is fair and reasonable and in the best 
interest of Perilya shareholders, given all other alternatives 
currently available to Perilya.

Unanimous Perilya board support for the Placement

In the absence of a superior alternative offer (which includes 
CBH’s current unsolicited takeover offer), the Directors of 
Perilya unanimously recommend that shareholders vote in 
favour of the Placement and intend to vote the shares they 
own in favour of the Placement. The key reasons for the 
Directors’ recommendations are outlined below:

• Perilya will receive approximately A$45 million in cash 
as a result of the Placement and will continue to have 
no corporate debt. The Directors believe that increasing 
Perilya’s cash position by way of the Placement will 
significantly improve Perilya’s ability to weather a 
sustained downturn in commodity prices. In contrast, 
CBH’s offer is a scrip offer and would expose Perilya 
shareholders to CBH’s substantial corporate debt position 
($160 million as disclosed in the CBH Bidder’s Statement) 
along with the cash outflow required to service interest 
payments on CBH’s debt.

• The price of the Placement represents a 53% premium to 
the last traded price of Perilya shares as at 5 December 
2008 and a 61% premium to the volume weighted 
average price (VWAP) of Perilya shares for the 30 days up 
to 5 December 2008.

• Perilya shareholders will retain ownership of 49.9% of the 
expanded shareholder base and retain exposure to Perilya’s 
two producing assets (Broken Hill and the Flinders project) 
as well as Perilya’s Mount Oxide copper development asset. 
In comparison, under the terms of the CBH offer, Perilya 
shareholders would own only 48% of the merged group and 
would be exposed to CBH’s assets including the Endeavor 
mine which has already been subject of three downward 
revisions to production estimates this year.

• Zhongjin is a well funded, long-term strategic partner with 
significant mining, processing, smelting and marketing 
experience. Zhongjin is supportive of Perilya’s current 
operating plan and has the expertise, commitment and 
financial backing to assist Perilya through the currently 
depressed economic environment. In comparison, CBH has 
not clearly outlined how it intends to achieve its targeted 
cost savings at its Endeavor mine, let alone the synergies 
to Perilya shareholders from combining CBH and Perilya.
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Overview of Zhongjin

Zhongjin is a joint stock limited Chinese company based in 
Shenzhen, Guangdong Province, China. Its principal activity is 
the mining and processing of lead, zinc and other non-ferrous 
metals. It is also engaged in the trading, building materials, 
transportation, real estate and high technology industries. 
Zhongjin is China’s third largest zinc producer and is listed 
on the Shenzhen stock exchange (Ticker: 000060) and had a 
market capitalisation of CNY8.6 billion (A$1.9 billion) as at 
4 December 2008.

Financial highlights

For the nine months ended 30 September 2008, Zhongjin 
reported an unaudited consolidated net profit of CNY759 
million (approximately A$170 million) with consolidated 
net sales of CNY5.9 billion (approximately A$1.3 billion). 
Zhongjin had total debt of CNY1.3 billion (approximately 
A$280 million) and total cash and equivalents of CNY1.2 billion 
(approximately A$270 million) as at 30 September 2008.

For the year ended 31 December 2007, Zhongjin reported net 
sales revenue of CNY8.3 billion (approximately A$1.9 billion) 
and a consolidated net profit CNY1.2 billion (approximately 
A$273 million). Of these sales revenues, sales from lead/zinc 
products comprised approximately 90%.

Ownership 

The main shareholder of Zhongjin is Guangdong Rising Assets 
Management Co. Ltd (“Rising”) which holds approximately 
38% of Zhongjin’s issued shares through various direct and 
indirect investments.

Incorporated in 1999, Rising is a wholly State-owned assets 
management company, representing the Guangdong Provincial 
Government in operating and managing State-owned assets. 
As at 31 December 2007, Rising’s total assets were CNY 34.832 
billion and net assets were CNY 28.058 billion. Non-ferrous 
metals and mining accounted for 68% of Rising’s sales in 2007.

The balance of Zhongjin’s shares are held by a combination of 
public and institutional investors, with no one entity holding 
greater than 4.0%.

Main business operations

Zhongjin’s main activities comprise mining and smelting 
activities. Its key operations are the Shaoguan and Danxia 
Smelters and the Fankou Lead/Zinc Mine.

(a) 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.

(b) 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 is also 
currently undertaking an expansion program, targeting 
an increase in 2009 capacity to 100,000 tonnes of zinc.

(c) Fankou Lead/Zinc 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 150,000 tonnes per annum of lead and 
zinc metal in concentrate, with average ore grades of 
4.89% for lead and 9.12% for zinc. The mine is currently 
undertaking an expansion program which is targeting an 
increase in 2008 production to 180,000 tonnes of lead 
and zinc. The Directors of Zhongjin believe the Fankou 
mine is one of the lowest cost mines in the world. 

 Production from the Fankou Mine supplies approximately 
50% of the feedstock requirements of the Shaoguan and 
Danxia smelters. The two smelters together produced 
181,500 tonnes of refined zinc metal, 92,200 tonnes of 
refined lead metal and 185 tonnes of refined silver in 2007.
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