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 PERILYA LIMITED 

for the three months ended 30 September 2008 

Highlights 
Broken Hill 
• A successful transition to the resized operation has been achieved with a focus on a lower 

tonnage and cost profile.  

• Productivity improvements of over 80% in development rates and over 50% in tonnes of 
ore mined per man, have been achieved since the commencement of this calendar year.  
This has been reinforced with exceeding planned rates under the resized operation which 
bodes well for achievement of the new operating plan. 

• The Resource and Reserves statement update is in progress and is expected to show a 
significant increase in the life of mine from the previously advised two to three years, at 
conservative metal price assumptions.  

• New operating plan retains flexibility to rapidly increase production and extend the life of 
mine, should metal prices and margins improve in the future.  

• Future cash operating costs will reduce significantly under the new operating plan. Net 
cash costs are expected to move towards US$0.60 to US$0.65 per pound of payable zinc 
from January 2009.  

• The operational and productivity improvements together with lower cost parameters will 
ultimately reposition the Broken Hill Operation well down the industry total cost curve. 

• Quarterly metal production of 34,700 tonnes of contained zinc and lead in line with plan.  

Beltana 
• Positive cash flow contribution from sales of 25,863 tonnes of ore during the quarter.  

Mount Oxide Copper Project 
• Significant high grade intercepts reported, which are outside of the current resource. 

• A resource update is in progress and expected to show an increase as a result of the drill 
program completed this year. 

• Chalice Gold Mines Limited (“Chalice”) terminated the proposed sale of the Mount Oxide 
Copper Project on 24 October 2008, citing the severe downturn in capital markets. 

• Mount Oxide Copper Project has the potential to be a robust and stand-alone operation.  

• A number of expressions of interest have been received from interested parties in 
participating in the further development of Mount Oxide since Chalice requested 
termination. 

Corporate 
• Cash and investments at 30 September 2008 of $73.6 million ($0.37 cents per Perilya 

share). No corporate debt. The bulk of one-off costs associated with the resizing were 
completed and paid in the September quarter. 

 



 

 

• On 2 October 2008, CBH Resources Limited (“CBH”) announced its intention to make a 
takeover offer to acquire all of the shares in Perilya. Perilya Shareholders are advised to take 
no action until the Board has had an opportunity to consider the Bidder’s Statement and 
make a recommendation.  

• CBH’s interest in Perilya is a reflection of the inherent strength and value of Perilya’s Broken 
Hill Operation, including a 2.8mtpa concentrator plant. 

• Hedge book closed during the quarter realising $60.3 million in cash.  Proceeds used to fund 
the resizing of the Broken Hill Operation, reduction in working capital and pay down of all 
corporate debt. 

• Paul Arndt to be appointed to the role of Chief Executive Officer and Managing Director, 
subject to shareholder approvals at the Annual General Meeting. 

 
Chairman’s Overview 
 
We are pleased with the progress made by Perilya’s Broken Hill Operation in respect of its 
resizing objectives during the September quarter. 
 
Under the leadership of Paul Arndt, your Board’s Managing Director designate, Perilya has not 
only remained operational while a number of Australian and global producers have been forced to 
close their doors, but has also realised significant production and cost efficiency improvements 
that will reposition Perilya on the industry cost curve in months to come as the resizing program is 
fully implemented. 
 
Importantly, the new operating plan at the Broken Hill Operation, which is based on annual 
production of 55,000 tonnes of zinc in concentrate and 50,000 tonnes of lead in concentrate, is 
based on the re-sequencing of mining areas and not a short-term high-grade approach, which 
would undermine the long-term value of the resources at the Broken Hill Operation.  
 
As a result of the ongoing improvements at Broken Hill, Perilya is moving steadily towards zinc 
production cash costs in the US$0.60 – US$0.65 range.  We are not there yet however.  Resizing 
costs were incurred during the September quarter, and therefore do impact on the Company’s 
financial performance for the period under review.   
 
This said, the resizing process was largely paid for in the September quarter, and, having taken 
the difficult decisions in terms of appropriate write downs in the past financial year to accurately 
and honestly reflect the current market, Perilya has a strong balance sheet, no corporate debt, 
and cash in hand; and is in a safe position to weather the transition to a more profitable price 
environment in coming months.   
 
During the quarter we received notice from CBH of their intention to make an all-scrip offer for 
Perilya shares.  Perilya has advised shareholders to take no action, until such as time as the 
Board receives, and has opportunity to assess CBH’s Bidders Statement, which we expect to 
receive by mid November.   
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Due to the downturn in capital markets and the recent fall in the copper price, the Directors of 
Chalice Gold Mines Limited (“Chalice”) requested that Perilya and Chalice terminate the 
companies’ sale agreement for Perilya’s Mount Oxide Copper Project, by mutual consent. Under 
the circumstances Perilya consented to the request and a Deed of Termination and Release has 
been executed.  
 
Subsequent to the close of the quarter, more encouraging assay results have been received from 
the current drill program at the Mount Oxide Copper Project further enhancing what your Board 
continues to consider a significantly valuable asset located in the world class Mount Isa mineral 
province. 
 
Perilya has also since received expressions of interest from other parties for the development of 
the Mount Oxide Copper Project, which expressions are at an early stage and will be 
communicated as and when they are progressed. 
 
Perilya’s share price is currently substantially lower than its underlying asset value as a result of 
recent market turmoil. Perilya has cash and investments at 30 September 2008 of $73.6 million, 
or $0.37 cents per Perilya share. 
 
Perilya has responded transparently and appropriately in the context of the current metal prices 
and global financial markets, and as a result is well-positioned to both weather a prolonged period 
of low metal prices, and equally important, to respond rapidly to opportunities to increase 
production when market economics improve. 
 
 
 
 
Patrick O’Connor 
Executive Chairman 
 
31 October 2008 
 
 
 
 
 
 
 
 
 

 

Investors:  
Patrick O’Connor 
Executive Chairman 
+61 8 6210 2000  
 

Inquiries:   
Darryl Edwards 
Company Secretary 
 +61 8 6210 2000 

Media:  
Warrick Hazeldine  
Purple Communications  
+61 8 9485 1254  

 



 

BROKEN HILL OPERATIONS 
 
Mining Operations 
On 21 August 2008, the Company announced that it would resize its Broken Hill Operation, 
exploration and corporate activities, to focus on maintaining a production level that is 
sustainable, financially viable and allows the operation to weather a prolonged period of low 
metal prices.  
 
Importantly, the new operating plan, which is based on the annual production of 55,000 
tonnes of zinc in concentrate and 50,000 tonnes of lead in concentrate, involves the re-
sequencing of mining areas rather than a short-term high-grade approach, which could 
undermine the long-term value of the resources at the Broken Hill Operation. Production ore 
is expected to be around 12% combined grade. 
 
Since the commencement of operations under the new plan in early September 2008, 
productivity has exceeded expectations. Key indicators are showing: 
 

• Mining rates 16% above plan; 
• Development advance 20% above plan; and 
• Milling throughput 4% above plan 

 
The resizing has also re-set Broken Hill Operation’s historically high fixed-cost base to a 
significantly lower level. Under the new operating plan, Net cash costs are expected to move 
towards US$0.60 to US$0.65 per pound of payable zinc from January 2009 (assuming 
current metal prices and AUD:USD exchange rate of 70 cents) . 
 
These operational and productivity improvements together with lower cost parameters will 
ultimately re-position the Broken Hill Operation significantly down the industry total cost 
curve.  
 
Strategic Focus Under New Operating Plan 
 
With the resizing of the Broken Hill Operation completed in September, Perilya is focused 
on: 

• Exceeding 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 increasing the profit margins of our Broken Hill 
Operation; 

• 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; and 

• 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. 
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Resources and Reserves – Update 
 
Work is underway on updating the Company’s Reserves and Resources Statement.  
 
Improved economics of the resized Broken Hill Operation, and better than planned 
productivity are expected to lead to an Ore Reserve which will show a significant extension 
of the mine life, under conservative price assumptions.   
 
The updated Resources and Reserves Statement is being independently reviewed and is 
expected to be released in November 2008. 
 
Safety 
Broken Hill’s safety performance continues to show a reduction in the number of lost time 
injuries. Our twelve month average LTIFR has now dropped to 6.6 and under the new 
operating plan we had no lost time injuries. Similarly, our AIFR has also shown significant 
improvement over the past year with the twelve month AIFR reducing from 95.6 to 42.0. 
 
A serious incident occurred in the quarter with the roll over of an integrated tool carrier in the 
Southern Mine emphasizing the need for continued vigilance. Our focus remains on 
increasing the level of proactive safety initiatives and compliance programs.  
 
During the quarter the operation successfully completed all matters required under the new 
NSW Health and Safety Regulations Act, which came into effect from 1 September 2008. 
 
Production and Sales 
During the quarter a total of 431,100 tonnes of ore was mined from activities at the Southern 
Operation, North Mine and Potosi Exploration Decline. Metal production for the quarter was 
34,700 tonnes of contained zinc and lead. 
 
Combined grades for production during the quarter, were lower due to the transition to the 
new operating plan and the closure of the North Mine and Potosi Exploration Decline in early 
September.  
 
Under the new operating plan grades will increase in the longer term to around 12% 
combined zinc/lead for future production ore as the focus is on the utilisation of stopes that 
are currently available or require minimal development and high-grade pillars production is 
advanced. It is expected that grades will increase over the next quarter as operations are 
firmly established in the pillars areas. 
 
Since the end of the quarter, the operation successfully completed its single largest 
shipment of zinc concentrate of 23,751 tonnes. The increase in shipment sizes provides 
opportunities for lowering freight rates. 
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Production Statistics - Tables 

Table 1: Broken Hill Quarterly Production  
 Sept Qtr 

2008 
June Qtr 

2008 
Ore   
Total Ore Mined (kt) 431.1           517.9  
Total Ore Treated (kt) 450.5  477.3  
   
Zinc   
Grade (%) 5.9  6.4  
Concentrate (kt) 48.7 56.5  
Contained Zinc (kt) 24.3  28.3  
Payable Zinc (kt) 20.4  23.8  
   
Lead   
Grade (%) 2.8  3.3  
Concentrate (kt) 14.7 18.6  
Contained Lead (kt) 10.4 13.4  
Payable Lead (kt) 9.9 12.8  
   
Silver    
Grade (g/t) 29.1  35.1  
Contained Silver (Moz)   0.310 0.374  
   
Cash Cost & Operating Margin (US$/lb zinc)   
Average Price Received 0.87 1.04 
   
Direct Cash Cost 1.34 0.96 
By-Product Credits * (0.24) (0.26) 
Zinc Treatment charges 0.26 0.31 
Net Cash Costs 1.36 1.01 
   
Cash Operating Margin (0.49) 0.03 

(*) Silver and Lead production net of treatment charges, freight and handling and lead hedging gains and losses 
 

Net Cash Costs of Production 
The September quarter was a period of transition to the new operating plan. Accordingly, the 
above net cash costs reflect two months of full production with a high fixed-cost component 
and one month under the new resized operating plan together with the expense of one-off 
costs of redundancies and care and maintenance costs for the North Mine and Potosí 
Exploration Decline.  
 
With actions taken to resize the Broken Hill Operation completed in September and the bulk 
of one-off costs associated with the resizing incurred, the development of the pillar mining 
will be advanced over the December quarter.  
 
Perilya is now well placed to reposition itself significantly lower on the industry total cost 
curve. The expected lower net cash costs are being driven down by a combination of lower 
fixed-costs at site, reducing treatment and freight charges and significant operational and 
productivity efficiencies.    
 
As we move forward under the new operating plan our net cash costs are expected to move 
towards US$0.60 to US$0.65 per pound of payable zinc from January 2009 (assuming 
current metal prices and AUD:USD exchange rate of 70 cents). Perilya remains on track 
under the new operating plan to lower its production costs significantly from the second half 
and from its historically high levels. 
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Markets 
 
A weakening of the AUD during the quarter has helped offset the fall in metal prices. During 
the quarter zinc prices continued to fall on growing negative sentiment resulting from the 
deteriorating global financial markets. Zinc prices fell by 13% and lead remained relatively 
unchanged for the quarter.  
  

LME Zinc Price LME Lead Price 
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Exploration & Development 
 
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.  
 

PAGE 7 of 13 
 PERILYA LIMITED 



 

Flinders Zinc Project  
Beltana Mine - Sales 
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.  
 
During the quarter metal sales for Beltana ore were 25,863 tonnes for a total of 8,100 tonnes 
of contained zinc.  
 
At the end the September quarter 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. 
 
In October we shipped 16,066 tonnes of ore, in a single shipment, which is our largest 
shipment to date. This coupled with our largest single shipment of 23,751 tonnes of zinc 
concentrate, demonstrates Perilya’s ability to efficiently use its port facility for larger size 
ships at lower per tonne freight rates available with larger vessels and thereby minimise 
freight and landed cost.  
 
Perilya has been insulated to some extent from the falling zinc prices by having locked in a 
fixed offtake agreement for some of its shipments. Discussions are continuing with other 
parties regarding further shipments under this arrangement. 
 
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.
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Mount Oxide Copper and Cobalt Project 
 
Sale and Termination Agreement with Chalice 
On 10 September 2008, Perilya reached agreement with Chalice Gold Mines Limited 
(“Chalice”) for Chalice to acquire Perilya’s 100% interest in the Mount Oxide Project, for 
consideration comprising 200 million Chalice ordinary shares. The sale was subject to 
Chalice shareholder approval, which was expected in November 2008. 

Subsequent to the end of the quarter and due to the severe downturn in capital markets, the 
directors of Chalice advised Perilya that in exercising their respective fiduciary duties they 
could not recommend that Chalice shareholders approve the acquisition of the Mount Oxide 
Copper Project in its current form. Accordingly, the sale and purchase agreement with 
Chalice was terminated on 24 October 2008. 

Since the termination of the agreement with Chalice, Perilya has received a number of 
expressions of interest from overseas and local Australian companies interested in 
participating in the further development of the Project either in partnership with Perilya by 
way of joint venture, or through outright purchase of the project. 

Perilya Board believes the Mount Oxide Project to be a valuable asset and will consider all 
options and alternatives for realising and maximising its value, once the resource upgrade is 
completed.   

 
Drilling Program  
Two diamond rigs are currently scheduled to complete drilling in October 2008, with further 
results pending.  

Significant drill results reported in Hole MOXD89 were released during the quarter included: 

 22m @ 6.3% Copper and 0.3% Cobalt from 258m; 

 19m @ 3.7% Copper from 315m; 

 31m @ 6.2% Copper from 346m; and  

 23m @ 8.9% Copper from 395m. 
 
The high grade intercepts occurred in one hole between 258m and 418m downhole. 
 
These together with a number of previously reported drill results are below and outside the 
current resource and provide significant encouragement for the continuity of higher grades of 
copper and silver at depth. The infill program recently completed has also been successful in 
confirming the geological model and expected position and grade of mineralisation. 
 
Resource Update 
The current Mount Oxide resource includes 15.5 million tonnes at 1.3% copper, 0.05% 
cobalt and 9g/t silver for 203,000 tonnes of contained copper, which was last updated in 
February 2008 (Refer to Table 2).  

With the end of the drilling program due for completion in October 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 copper and cobalt project, as a 
stand-alone operation. Perilya is confident that the current 203,000 tonnes of contained 
copper Resource will be upgraded in December 2008 to show an increase in the resource. 
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Corporate 
 
CBH Resources – Unsolicited Takeover Offer 
On 2 October 2008, CBH Resources Limited (CBH) announced its intention to make a 
takeover offer to acquire all of the shares in Perilya. 
 
CBH’s offer is unsolicited and proposes to offer CBH shares for Perilya shares. Until CBH 
lodges a Bidder’s Statement your Board is not in a position to assess whether there is any 
merit in the offer. Perilya Shareholders are advised to take no action until the Board has 
had an opportunity to consider the Bidder’s Statement and make a recommendation. 
 
CBH’s interest in Perilya is a reflection of the inherent strength and value of Perilya’s Broken 
Hill Operation, which is also endowed with good infrastructure, including 2.8mtpa 
concentrator plant. 
 
Further communications will be made with shareholders in accordance with timetables laid 
down in the applicable legislation. Perilya anticipates releasing its Target Statement (to 
respond to CBH’s Bidders Statement, when it is received in mid November) in early 
December 2008. 
 
Cash and Investments  
At 30 September 2008, the Company 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 licences at Broken Hill; 
• commercial paper of $22.6 million (written down value); and 
• other investments of $4.0 million. 

 
As advised in the release of its full year results the Company has, since 30 June 2008, 
liquidated a proportion of its investments in commercial paper. As at 30 September 2008, 
$7.5 million in proceeds had been received with an additional $3.2 million received after the 
end of the quarter. The investments were sold at an average discount to book value of 
approximately 15%. The Company continues to monitor opportunities to convert the 
commercial paper into cash, however given the current financial market conditions, this may 
take time.  These investments continue to meet interest and principal payments. 
 
Debt  
Perilya has no corporate debt, following repayment during the September quarter of a $10.0 
million in short-term debt facility.  
 
At 30 September 2008, the Company had $12.8 million in operating debt solely related to 
mobile equipment financing, which is payable over a five year period. 
 
The Company maintains a conservative debt to equity gearing ration of 11.7%. 
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Revenue Protection 
During the quarter the Company closed all hedging contracts with maturity dates beyond 1 
September 2008 resulting in a net cash inflow to Perilya of A$60.3 million.  
 
The closure was facilitated in two stages; firstly the pre-delivery of a number of zinc 
contracts that were due to mature between September and December 2008 and secondly 
the financial settlement of the remaining forward contracts in both zinc and lead and the 
outright sale of all option contracts relating to lead and to the Australian Dollar (“AUD”).  
 
The cash gain has been received in full and is net of all deferred premiums that were due on 
the lead and AUD option contracts.  
 
As a consequence of the closure of the Company's hedge book, the future hedging policy 
will be restricted to Quotation Period "QP" hedging (i.e. hedging of product sales as they 
occur) and the use of options contracts to manage the Company's revenue protection. 
 
Annual General Meeting – 25 November 2008 

The Company will be holding its Annual General Meeting on Tuesday 25 November 2008. 
Details on the matters to be presented and approved by shareholders are set out in our 
Notice of Meeting, which is available on the Company’s website. 
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Company Profile  
Perilya Limited is an Australian base metals mining and exploration company. Perilya is the 
operator of the Broken Hill zinc, lead, silver mine in NSW and the Flinders zinc silicate 
project in South Australia.   
 
The Company’s operations at the iconic Broken Hill mine have recently been resized in a bid 
to improve productivity and financial results and to ensure operations are sustainable in the 
event of a prolonged period of low metal prices.  
 
The Company continues to sell zinc silicate from its Beltana stockpiles in South Australia 
and evaluating development of nearby deposits including the Reliance deposit. 
 
The Company is reviewing options for the early development of the Mount Oxide Copper 
and Cobalt Project in the Mount Isa region in Queensland.  
 
For more details, visit www.perilya.com.au 
 
Corporate Details 

Board of Directors:  
Patrick O’Connor  
Peter Harley 
Phil Lockyer 
Karen Field 
Evert van den Brand 

Executive Chairman 
Non-Executive Director 
Non-Executive Director 
Non-Executive Director 
Non-Executive Director 

 
Capital Structure: 

 

Ordinary Shares 
Unlisted Options 
Performance Rights 

196,882,640 
2,050,000 

131,000 
 
Major Shareholders: 
AXA Asia Pacific Holdings Ltd  
UBS Nominees Limited  
 

10.6% 
8.0% 

  
Australian Stock Exchange Listing 
ASX Code: PEM 
  
Company Secretary:  
Darryl Edwards +61 8 6210 2000 
  
Contact  Details:  
Email:  
Website:  
Telephone:  
Facsimile:  
 

perilya@perilya.com.au
www.perilya.com.au 
+61 8 6210 2000 
+61 8 6210 2099 

  

 
Principal & Registered Office: 
Level 10, 553 Hay Street  
Perth  Western Australia  6000 
ABN : 85 009 193 695 
 
Share Registry 
Computershare Investor Services Pty Ltd
Level 2, 45 St Georges Terrace 
Perth  
Western Australia  6000 
 
Telephone: 
+61 8 9323 2000 
Facsimile: 
+61 8 9323 2033 
Email: 
perth.services@computershare.com.au 
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Attribution Statement 
 
The information in this report that relates to mineral resources for Mount Oxide is based on 
information compiled by Mr David Price who is a full-time employee of Perilya and is a 
member of the Australian Institute of Mining and Metallurgy and for exploration results for 
Mount Oxide by Mr Martin Jones who is a full-time employee of Perilya and a member of the 
Australian Institute of Geoscientists.  Mr Price and Mr Jones  have  sufficient experience 
which is relevant to the style of mineralisation and type of deposit under consideration and to 
the activity which he is undertaking to qualify as a Competent Person as defined in the 2004 
Edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral Resources 
and Ore Reserves’. Mr Price and Mr Jones consent to the inclusion in the report of the 
matters based on their information in the form and context in which it appears. 
 

Mount Oxide Resources Statement (February 2008) 
 
All reference to the current Mount Oxide Resource are based on the Company’s Resource 
as announced on dated 19 February 2008, which included the following Resource table. 
 
Table 2: Mount Oxide Mineral Resource Estimate at 0.2 % Cu cut off (19 February 2008) 

Classification M 
Tonnes  Cu  % Co % Ag g/t Contained 

Copper (t) 
Contained 
Cobalt (t) 

Contained 
Silver (Ounces) 

Indicated 9.8 1.6 0.05 12 154,000 5,200 3,430,000 

Inferred 5.7 0.9 0.05 4 47,000 3,100 770,000 

Stockpiles 0.3 0.7 - - 2,000 - - 

Total 15.5 1.3 0.05 9 203,000 8,300 4,200,000 

 
An updated Resource model utilising all drilling completed in 2008 is in progress for 
completion in the December Quarter. Perilya is confident that that 2008 drill program results 
will show an increase in the above Resource. 
 
 
 
 
 


