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MESSAGE FROM THE MANAGING DIRECTOR 

ROBIN WIDDUP 

 
 

When Lion was formed in 1997, we promised that at the 
appropriate point in the investment cycle: 

 Major investments would be sold; and 

 Cash would be returned to shareholders. 
 
Many of Lion’s shareholders have been investors in Lion 
since its formation and I have often been asked: how will 
major assets be sold so that we might receive a cash 
return? 
 
Recent events have created the opportunity for Lion to 
answer this question.  Lion has developed and begun 
implementing a Plan to deliver on its promise to 
shareholders. 
 
I sincerely believe that Lion’s Plan provides a superior 
outcome to the Indophil Bid, which I consider to have 
multiple risks – sovereign, capital, funding, timing and 
technical. 
 

The Lion Board is unanimous in its recommendation       
that you should VOTE IN FAVOUR of all of the resolutions 

recommend, in Lion’s Target’s Statement, that you  
REJECT THE INDOPHIL BID. 

at this general meeting and advises it intends to 
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Therefore, these proceeds, combined with Lion’s existing uncommitted cash, have the potential 
to create cash of approximately $300 million, as set out in the following tables. 

 
Potential Cash Generation 

Indophil $97m Assuming Lion receives $1.00 per share for its entire 
Indophil holding.  Lion may realise above $1.00 per 
share for its entire shareholding. 

30% Cracow Interest $65m Cash component of consideration. 

Albidon $37m Based on the current market price of $3.94.  Lion 
expects that any mechanism for divestment of this 
interest would be designed to maximise sale proceeds.  

Total (1) (2) $199m  

This could generate value for Lion shareholders as follows: 

Pro-forma Lion Portfolio Before Cash Return to Shareholders 

Current Direct 
Investments 

$56m NTA as at 16 May 2008. 

African/Asian Lion $25m NTA as at 16 May2008, excluding Albidon. 

Beadell Shares $15m Share component of the 30% Cracow Interest sale. 

Cash $298m Current cash of $98.4m and cash generation from asset 
sales ($199.4m) following repayment of remaining 
Cracow debt of $4.6m. 

Total Value (2) $394m  

Total Value per 
Lion Share (2) 

$2.05 Fully diluted for options. 

(1) Lion does not expect to pay tax on the disposal of the 30% Cracow Interest and Indophil at these prices.  In addition, tax is not 
expected to be payable on the receipt of dividends from African Lion’s sale of its interest in Albidon. 

(2) Prior to all transaction costs. 

The outcome presented in the table above could be improved by: 

o Lion’s investment in Indophil being realised for more than $1.00 per share.  This could occur 
if a competing offer is made for Indophil (see sections 5.4 and 6.1 for more detail), if Xstrata 
increases its offer or if market speculation for such a proposal creates an opportunity for 
Lion to sell those shares not subject to the Xstrata Pre-Bid Acceptance Agreement on 
market at a premium to Xstrata’s $1.00 offer price.  Indophil’s closing share price on 16 May 
2008 was $1.135 per share.  

o The African Lion funds selling their interest in Albidon at a price greater than Albidon’s 
current share price. 

The analysis below provides an indication of the impact various outcomes would have on the 
“Total value per Lion Share” presented in the table above.  

Indophil Share Price $1.10 $1.25 $1.50 
    

Albidon Share Price $4.50 $5.00 $5.50 

Total Value per Lion Share* $2.12 $2.20 $2.31 
* Pre-tax.  Whilst Lion does not expect to pay tax on the sale of its Indophil shareholding at $1.00 per share, tax may be payable at 
prices above this level. 
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(3) The return to shareholders of surplus cash 

Lion intends to return a significant portion of the cash generated by the above proposed 
transactions to shareholders by one or a combination of dividend, return of capital or share buy-
back; the ultimate method will be determined following a review of the alternatives from a legal, 
accounting and tax perspective.  The amount to be returned is expected to be approximately 
$267 million or $1.35 per share3, although the actual amount may vary depending on the timing 
and the outcome of implementing these proposed actions, along with the incurrence of any tax 
(at current values, no tax is expected to be payable) and costs associated with them. 

(4) Lion following completion of the cash return 

After implementation of the above proposed transactions, Lion will have a portfolio of early stage 
mining and exploration company investments, consisting of: 

Pro-forma Lion Portfolio following proposed 
Cash Return to Shareholders 

Direct Investments $71m 

African Lion Funds  $14m 

Asian Lion $11m 

Cash $40m3 

Total NTA $136m* 

Shares (Diluted) 196.8 

NTA per share $0.69* 

* Using market values as at 16 May 2008. 

The Lion Directors are cognisant that investment vehicles typically trade at a discount to their 
NTA and the above plan may not immediately unlock the full value inherent in the remaining 
portfolio.  Lion has a history of growing NTA and consistently paying dividends from profits on 
sale of investments.  Lion Directors will explore all initiatives to ensure full value is recognised 
for the remaining Lion vehicle.   
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Note: The chart above shows the history of Lion and Lion Selection Group only. 

In addition, Lion will review its structure to determine how it might reduce its fixed costs in light 
of the fact it will be a smaller company with a reduced cash position post implementation of the 

                                                      
3 Assuming $40 million (which amount may vary) is retained for Lion to continue operating as a mining investment vehicle.  Also 
assumes all 5.8 million options are exercised raising $9 million. 
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Plan.   In this regard, Lion has approached Lion Manager, which has indicated a willingness to 
negotiate with Lion a reduced management fee on normal commercial terms in light of the 
reduced size of Lion if implementation of the Plan is completed. 

3. WHY SHAREHOLDER APPROVAL IS BEING SOUGHT 

3.1 Defeating Conditions To Indophil's Bid 

The transactions with Beadell, Newcrest and Xstrata would not normally require shareholder 
approval in order to proceed.  However, your Directors have decided to seek shareholder approval 
in respect of these transactions because they have the effect that defeating conditions of Indophil's 
takeover bid for Lion would not be fulfilled.  The reasons for this are explained below.  

On 19 March 2008, Indophil made a public announcement of its intention to make a takeover bid 
for all of the ordinary shares in the capital of Lion.  On 28 April 2008 Indophil served on Lion its 
Bidder's Statement in relation to its proposed offers on Lion and on 12 May 2008 Indophil 
dispatched its offers to Lion shareholders and optionholders. 

Indophil's bid is for all of the ordinary shares in the capital of Lion (Share Offer) and for all of the 
outstanding options to subscribe for shares in Lion (Option Offer) (where the Indophil Bid is 
used, it refers to either or both of the Indophil Bid and Option Offer as the context requires).  The 
only consideration offered under the Indophil Bid is shares in Indophil.   

The Indophil Bid is subject to a number of conditions (Defeating Conditions) including the 
following: 

(a) (Minimum Acceptance Condition) That Indophil acquires not less than 50.1% of the 
issued Lion shares; 

(b) (No Significant Disposal Condition) That during the Bid Period no member of the Lion 
Group disposes (or agrees to dispose of) an asset for an aggregate amount greater than 
$10 million or announce an intention to do so; 

(c) (No Significant Acquisition Condition) That during the Bid Period no member of the Lion 
Group acquires (or agrees to acquire) an asset for an aggregate amount greater than 
$10 million or announce an intention to do so; 

(d) (No Distribution Condition) That during the Bid Period Lion does not make or declare 
any distribution (whether by way of a dividend, capital reduction or otherwise) or announce 
an intention to do so. 

In relation to the No Significant Acquisition Condition and the No Significant Disposal Condition, 
there are exceptions for any transactions the material terms of which had been publicly announced 
by Lion before the Announcement Date (i.e. before 19 March 2008). 

The full text of the relevant Defeating Conditions is contained in Annexure 1 to this Explanatory 
Memorandum. 

Entry into the Lion Beadell Sale Agreement, the Newcrest Option and the Xstrata Pre-Bid 
Acceptance Agreement (described in more detail below) would each prevent the No Significant 
Disposal Condition from being fulfilled unless Indophil waives that condition in respect of the 
relevant transaction.  The sale of any of Lion's Indophil Shares other than pursuant to the Xstrata 
Pre-Bid Acceptance Agreement would also prevent the No Significant Disposal Condition from 
being fulfilled unless Indophil waives that condition in respect of the relevant sale. 

The entry into the Lion Beadell Sale Agreement (insofar as Lion is required to subscribe for 
Beadell shares under that agreement) may also prevent the No Significant Acquisition Condition 
from being fulfilled unless Indophil waives that condition in respect of that subscription. 
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The announcement by Lion of an intention to make the Cash Distributions may prevent the No 
Distribution Condition from being fulfilled unless Indophil waives that condition in respect of that 
proposed distribution. 

3.2 The Takeovers Panel's policy 

The Takeovers Panel's Guidance Note 12 states that if action (Triggering Action) is taken by a 
target board that means that a Defeating Condition will not be satisfied, such that the bidder may 
allow its takeover offer to lapse, the Panel may consider the Triggering Action to constitute 
unacceptable circumstances (in the event that the bidder or some other person were to seek a 
declaration of unacceptable circumstances).  If the Panel were to make a declaration of 
unacceptable circumstances, the Panel has the power to make any order that it considers 
appropriate, including an order cancelling a transaction the subject of the Triggering Action. 

However, the Panel has indicated that target directors may avoid the possibility that a Triggering 
Action they propose could give rise to unacceptable circumstances by, among other things, 
obtaining target shareholder approval for the relevant Triggering Action or making the Triggering 
Action conditional on obtaining target shareholder approval. 

3.3 Need for shareholder approval 

Lion does not consider that the matters which are the subject of the four resolutions would 
constitute unacceptable circumstances in the present context.  However, Lion’s Directors consider 
that shareholders should have the opportunity to vote on key aspects of the Plan (if the Indophil 
offer does not lapse, is not withdrawn or Indophil does not waive the conditions).  Further, to avoid 
the possible implication that any of those matters might constitute unacceptable circumstances, 
Lion wishes to obtain the shareholder approvals contained in the four resolutions. 

In particular, Lion has made the Lion Beadell Sale Agreement and the Newcrest Option each 
conditional on one of the following occurring: 

(a) the Indophil Bid lapsing or being withdrawn; 

(b) Indophil waiving the relevant Defeating Conditions in respect of the transactions the 
subject of the relevant agreement; 

(c) Lion obtaining shareholder approval of the transactions the subject of the relevant 
agreement; or 

(d) the Takeovers Panel, in response to an application for a declaration that the relevant 
transaction constitutes unacceptable circumstances, declining to make such a declaration. 

The Xstrata Pre-Bid Acceptance Agreement has been made conditional on (a) (unless the Indophil 
Bid lapses or is withdrawn other than by reason of a failure to satisfy a condition of the Indophil Bid 
where that failure is attributable to Lion selling Indophil Shares under that agreement), (b) and (c) 
(but not (d)) above. 

3.4 Expiry of the Indophil Bid 

The Offers under the Indophil Bid are due to close on 12 June unless they are extended by 
Indophil.  Unless Xstrata waives the relevant defeating condition in the Xstrata Bid, the Xstrata Bid 
will lapse if Indophil extends the Bid Period. 

If the Offers close before the Lion general meeting, Lion may cancel the general meeting.  If the 
Offers close before the Lion general meeting, Lion will be able to proceed with the sale of its 
Indophil Shares and the Cracow 30% Interest without the need to obtain shareholder approval.  
Depending on how Directors determine that cash distribution is to be made to shareholders, 
shareholder approval may be required in the future to facilitate that distribution. 
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3.5 Waiver of the conditions by Indophil 

If before the Lion general meeting Indophil waives all of the relevant Defeating Conditions, Lion 
may cancel the general meeting. 

If before the Lion general meeting Indophil waives all of the relevant Defeating Conditions only in 
respect of the sale of all of Lion’s Indophil holding, Lion may withdraw resolutions 1 and 2, but 
continue to put resolutions 3 and 4 to the meeting. 

If before the Lion general meeting Indophil waives all of the relevant Defeating Conditions only in 
respect of the sale of all of Lion’s Lion Indophil holding otherwise than pursuant to the Xstrata Pre-
Bid Acceptance Agreement, Lion may withdraw resolution 2, but continue to put resolutions 1, 3 
and 4 to the meeting. 

If before the Lion general meeting Indophil waives all of the relevant Defeating Conditions only in 
respect of the Lion Beadell Sale Agreement and the Newcrest Option, Lion may withdraw 
resolution 3, but continue to put resolutions 1, 2 and 4 to the meeting. 

If before the Lion general meeting Indophil waives all of the relevant Defeating Conditions only in 
respect of either the Lion Beadell Sale Agreement or the Newcrest Option (but not both), Lion 
intends to continue to put all four resolutions to the meeting. 

3.6 Takeovers Panel decision 

If before the Lion general meeting the Takeovers Panel, in response to an application for a 
declaration that the relevant transactions constitute unacceptable circumstances and the 
Takeovers Panel declines to make such a declaration (and the period for appealing that decision 
expires or an appeal is made and fails), Lion may cancel the general meeting.  However, if the 
basis of the Takeovers Panel's decision contemplates that Lion will obtain shareholder approval of 
the relevant transactions, Lion will not cancel the general meeting and will continue to put the four 
resolutions to the general meeting. 

 

4. REASONS FOR YOUR DIRECTORS’ RECOMMENDATION 

The initiatives for which shareholder approval is sought are critical steps in the delivery of your 
Directors’ Plan to Lion’s shareholders. 

Shareholders should be aware that the actions required to implement the Plan have not been 
waived by Indophil in respect of certain Defeating Conditions of its Bid.  If the resolutions are 
passed, Indophil may allow its Bid for Lion to lapse and, consequently, Lion shareholders would no 
longer be able to accept the Indophil Bid. 

Nonetheless, your Directors believe that all of the resolutions are in the best interests of Lion 
shareholders and unanimously recommend that you vote in favour of each of them.  In summary, 
the principal reason upon which your Directors make this recommendation is because they have 
formed the view that the Plan outlined above is likely to deliver a superior outcome for Lion 
shareholders in terms of more secure value4 and reduced risk.  As such, your Directors 
recommend that you vote in favour of all of the resolutions that are required to implement 
the Plan and advise that they intend to recommend, in Lion’s Target’s Statement, that you 
REJECT the Indophil Bid. 

Lion’s Directors believe their concerns with Indophil’s offer and its inherent risks, as detailed in 
section 4.2 below, outweigh the potential benefits it may deliver to shareholders in terms of the 
implied value of the Indophil Bid as detailed in section 4.1 below.  In the situation where both 

                                                      
4  For the reasons stated in section 4.1. 
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investments fail to be sold to the parties outlined in the Plan above, Lion’s Directors presently 
intend to continue with their strategy to sell these investments and will seek to identify other parties 
to acquire them.  

It is important that Lion shareholders note that Xstrata has stated that a condition of its bid 
for Indophil will be that the Indophil Bid for Lion does not succeed.  Therefore, Lion 
shareholders should be aware that voting for this Plan is expected to result in the Indophil 
Bid being defeated.  Lion shareholders are unlikely to get the benefit of both the Lion Plan 
and the Indophil Bid.  Therefore Lion shareholders will need to choose one alternative over 
the other.  Your Directors are of the opinion that the Lion Plan delivers a superior outcome 
for Lion shareholders and should be supported by shareholders. 

A more detailed explanation of why your Directors formed this view is outlined below. 

 

4.1 The Indophil Bid 

A full description of the Indophil Bid is contained in Annexure 1 of its Bidder’s Statement, which 
has been despatched to Lion shareholders.  In summary, Indophil is offering: 

o 2.5 Indophil shares per Lion share; or 

o 2.7 Indophil shares per Lion share in the event it receives acceptances for 90% or more of 
Lion shares and Lion’s Directors unanimously recommend that Lion shareholders accept the 
offer. 

There are a number of conditions to the Indophil Bid (described in Annexure 1 of its Bidder’s 
Statement), including a condition that Indophil receives acceptances representing at least 
50.1% of Lion’s ordinary shares on issue. 

In assessing the quantitative value of the Indophil Bid, your Directors are concerned it may be 
misleading to use the price of Indophil shares since Xstrata announced its intention to bid for 
Indophil for the reasons outlined below.    

On 19 March 2008 (the day prior to the announcement of the Indophil Bid), Indophil’s closing 
share price was $0.66 per share.  Whilst the general resource equities market has improved 
since the announcement of the Indophil Bid, your Directors consider the substantial 
appreciation in Indophil’s share price has also been influenced by speculation in the market that 
Lion’s Indophil holding may be bid for which, in turn, could result in a full bid for Indophil. 

Since the announcement of Xstrata’s bid for Indophil, the share price of Indophil has risen 
strongly to reflect the value of the Xstrata offer and speculation of a higher offer, such that on 
the day prior to this document Indophil’s share price was $1.135 per share.  It is important 
that Lion shareholders note that Xstrata has stated that a condition of its bid for Indophil 
will be that the Indophil Bid for Lion does not succeed.   

Accordingly, should the Indophil Bid for Lion succeed the Xstrata offer for Indophil will lapse 
(unless that condition is waived by Xstrata) and Indophil’s share price may fall to levels prior to 
the announcement of the Indophil Bid for Lion and the Xstrata offer for Indophil.  In negotiating 
the Xstrata Pre-Bid Acceptance Agreement with Lion, Xstrata made clear its desire to only 
continue with its offer for Indophil if the Indophil Bid for Lion is unsuccessful.   Your Directors 
have no information to believe Xstrata will waive this condition. 

An indication of the quantitative value of the Indophil Bid, based on various share prices for 
Indophil, is outlined in the table below. 
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Trading Prior to Indophil Bid for Lion
Close Price on 19 March 08 (1) $0.660 $1.650 $1.782
30 day VWAP to 19 March 08 $0.655 $1.638 $1.769
60 day VWAP to 19 March 08 $0.735 $1.837 $1.983

Trading Prior to Xstrata offer for Indophil
Close Price on 14 May 08 (2) $0.780 $1.950 $2.106
30 day VWAP to 14 May 08 $0.771 $1.927 $2.081

Trading Post Xstrata offer for Indophil
Closing Price on 16 May 2008 (3) $1.135 $2.838 $3.065

Implied Offer Value

 Implied Indophil Offer Price
Indophil 

Share Price @ 2.5x        
(Base Offer)

@ 2.7x          
(High Offer)

 
(1) This date is the trading day prior to Indophil announcing its takeover offer for Lion.  
(2) This date is the trading day prior to Xstrata announcing its intention to bid for Indophil.  Your Directors’ concerns with using this 

price to value the Indophil Bid are described above. 
(3) This date is the trading day prior to the date of this document.  Your Directors’ concerns with using this price to value the 

Indophil Bid are described above. 

 
Your Directors believe the most representative period of Indophil trading  to 

determine the implied value of the Indophil Bid is the area shaded in grey in the 
table above, as your Directors believe Xstrata’s takeover offer for Indophil will lapse 

if the Indophil Bid for Lion is successful. 

Whilst the Indophil Bid represents a premium to Lion’s share price preceding the 
announcement of the takeover offer, your Directors note that Lion’s Plan is capable of 
delivering a value in excess of $2.00 per Lion share, the majority of which would be in the form 
of cash.   

In your Directors’ opinion, this is superior, in terms of value and reduced risk, to the implied value 
of the Indophil Bid (using Indophil’s share price leading up to the date it announced its takeover 
offer for Lion).  As such, your Directors recommend that you vote in favour of all resolutions 
and advise that they intend to recommend, in Lion’s Target’s Statement, that you REJECT 
the Indophil Bid. 

As indicated by the above comment that the Directors’ believe that Lion’s Plan involves a 
reduced risk profile, in addition to a quantitative assessment of the Indophil Bid, your Directors 
have had regard to certain other factors they believe affect the quality of that offer, particularly 
in comparison to Lion’s Plan.  In this regard, your Director’s concerns with the Indophil Bid are 
outlined below. 

4.2 Your Directors’ concerns with the Indophil Bid 

While Lion will respond formally in its Target Statement to the Indophil Bid (and your Directors 
recommend that you read that document carefully), in order for Lion shareholders to fully 
appreciate the reasons your Directors believe Lion’s Plan is a superior alternative, outlined 
below are five major concerns your Directors have with the Indophil Bid. 

 
(1) Multiple Increased risks to Lion shareholders 

Your Directors are concerned with the significant change to the risk profile of a Lion 
shareholder’s investment resulting from a successful Indophil Bid. 
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A combination of Indophil and Lion will result in a significant increase in Lion shareholders’ 
exposure to the high risk, potentially high reward Tampakan project in Mindanao in the 
southern Philippines and to further Philippines exposure through Indophil’s exploration portfolio.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
Notes: 
1. Philippines exposure calculated by dividing the enterprise value of Indophil (or Lion’s share thereof) by the NTA of 

Lion.  Enterprise value being market capitalisation, adjusted for debt and cash. 
2. All share prices used in the calculations are as at 16 May 08. 

 

If the Indophil Bid were to succeed, your Directors believe Lion shareholders would be more 
exposed to: 

Sovereign risk:  the Philippines currently has a foreign currency long term sovereign debt 
rating of BB- (as rated by Standard & Poors).  Whilst your Directors believe in the mineral 
exploration prospectivity of the Philippines, they have significant concerns over the risks 
involved in small foreign companies operating in the Philippines.  Lion shareholders have 
invested in Lion to obtain exposure to a diversified portfolio of investments, the Lion team and 
the Lion Manager’s experience in managing those investments.   

Before deciding to sell Lion’s interest in Indophil, your Directors believed exposure to the 
mineral prospectivity of the Philippines for Lion was best achieved through an indirect 
investment and as part of a wider portfolio of investments, as opposed to merging with Indophil. 

Capital and development risks:  the estimates of future capital requirements for Tampakan 
provided in Indophil’s Bidder’s Statement were based on a pre-feasibility study undertaken in 
2006.  Many major mining projects globally have experienced substantial capital cost overruns 
over recent years and your Directors believe that the actual capital and operating costs for the 
Tampakan project are likely to be substantially more than those disclosed in Indophil’s Bidder’s 
Statement.   

For example, the recent capital cost estimate for OceanaGold Limited’s Didipio project in the 
Philippines has doubled from its 2006 feasibility study estimate, whilst Freeport McMoRan and 
Lundin Mining recently announced a 90% increase (in the space of six months) for the capital 
costs of their Tenke Fungurume copper/cobalt project in the Democratic Republic of Congo.  In 
both cases, industry-wide escalation of construction costs was sited.  Your Directors believe 

Indophil Bid

Lion Plan

Lion Shareholder Exposure Following Lion Plan, 
but Prior to Cash Return

10%

24%

66%
Cash Investments Expected Cash Return

Current Lion Shareholder Exposure

21%

32%

47%

Philippines Exposure Cash Other Exposure

Lion Shareholder Exposure Should Indophil Bid Succeed

46%

25%

29%
Philippines Exposure Cash Other Exposure

Exposure likely to 
increase substantially 
upon financing capital 
costs.
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this risk is exacerbated by the possible increase in scale of the Tampakan project currently 
being contemplated by Xstrata.  The potential impact of the capital and development risks need 
to be considered in the context of the funding risks described below. 

Funding risks:  Indophil will be required to fund its up to 37.5% interest in the Tampakan 
project.  Based on the 2006 pre-feasibility study, Indophil estimates the start up capital to be 
US$1.4 billion, plus US$0.5 billion “off balance sheet” items.  Indophil’s share of the total 2006 
estimate of capital costs and off balance sheet items amounts to over US$700 million, but for 
the reasons stated above, your Directors believe this amount is likely to significantly increase.  
Insufficient detail has been provided by Indophil in its Bidder’s Statement on how either the on 
or off balance sheet items are to be funded.  Lion’s Directors consider there are numerous risks 
associated with Indophil’s ability to fund its share of capital costs at Tampakan, including: 

(i) the risk that if the off-balance sheet items cannot be funded off-balance sheet, they will 
further increase the total funding requirement for Indophil and, in the event they are 
funded off-balance sheet, they will result in an increase in the operating costs for the 
project; 

(ii) the risk that capital costs will significantly exceed the 2006 feasibility estimates (thus 
increasing Indophil’s funding obligation); 

(iii) the fact that, as operator and majority owner, Xstrata will ultimately have control over 
whether (and how much) project finance is put in place to assist funding part of the up-
front capital costs of the project.  Lion’s Directors consider there is a risk that Xstrata 
may not use project finance and that Indophil would have to pursue its own funding 
arrangements for its share of the capital costs; 

(iv) in the event Indophil is required to organise its own debt funding arrangements:  

(a) the risk that Indophil may not be able to directly access project cash flow in 
order to service any debt put in place (due to the fact it owns shares in the joint 
venture vehicle rather than a direct participating interest in the project); and 

(b) the risk that Indophil may not be able to access security (other than its shares in 
the joint venture vehicle) in order to establish debt funding (due to the fact 
Indophil does not have a direct interest in the assets). 

(v) if Indophil cannot meet its funding requirements, this could trigger value destructive 
ramifications such as a dilution of its interest in Tampakan.  In this regard, Lion notes 
that Indophil did not disclose in its Bidder’s Statement what the ramifications might be in 
the event it cannot meet its Tampakan project funding obligations. 

Equity Raising Risk: we note Indophil does not currently have a funding plan for its future 
share of capital costs at Tampakan.  In your Directors’ opinion, Indophil will likely have to 
embark on a substantial equity raising in addition to any debt funding exercise in order to fund 
a significant portion of its share of capital costs at Tampakan.  In your Directors’ opinion, in light 
of the risk these capital costs will increase and the difficulties associated with sourcing debt 
finance of this magnitude for a project in the Philippines, there is a risk that Indophil 
shareholders will be very significantly diluted. 

Timing risks:  timing of project development may be materially delayed due to any delay in 
receiving various regulatory, permitting and other governmental approvals, and actions by 
various groups opposed to mining in the Philippines generally, or to Tampakan development in 
particular.  Directors note that several foreign mining projects in the Philippines have suffered 
such delays, and that Xstrata has extended the expected date for commencement of 
development of the project since it acquired its interest. 
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(2) Reduction or possibly elimination, for the foreseeable future, of the prospect 

of a dividend for Lion shareholders due to Indophil’s need to finance 
Tampakan 

As demonstrated in the table below, Lion has a history of paying significant dividends to its 
shareholders. 

Date Paid Cents per share* 

February 2008  3 

February 2007 10 

December 2006 27.7 

February 2006 10 

February 2005 10 

May 2004 10 

February 2004 3 

October 2003 8 

February 2003 3 

February 2002 3 

Total 87.7 

* Note this table relates to Lion Selection Limited and its predecessor 
company, Lion Selection Group Limited 

In contrast, Indophil has not made any such return (either by way of dividend or capital 
reduction) to shareholders since listing in 2002.  Further, due to the significant future capital 
requirement to fund the development of Tampakan, and associated funding risks and 
uncertainties (described above), your Directors consider it is unlikely Indophil will make any 
dividend or capital returns to shareholders prior to Indophil receiving cashflow, in some form, 
from its interest in Tampakan.  This is likely to take a number of years.   

(3) Indophil’s intentions are vague and uncertain 

Indophil has failed to clearly state what its intentions are in relation to Lion should the Indophil 
Bid be successful.  Indophil has stated it will: 

o review Lion’s pre-emptive right over Newcrest’s 70% interest in the Cracow Gold Mine before 
determining the best course of action; 

o review Lion’s 30% Cracow Interest; 

o review Lion’s investment portfolio to determine which investments it should keep; and 

o review the arrangement with Lion Manager before proposing any changes to management 
structure.  

Indophil’s vague and uncertain plan for the future of the combined group has not convinced your 
Directors that Indophil has carefully considered a plan to create value for Lion shareholders.  In the 
opinion of your Directors, Indophil’s plan appears to centre on: 
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o creating a bigger company (which of itself is unlikely to add any material value) with an 
increased cash position from which to fund Indophil’s substantial future funding obligations at 
Tampakan; 

o removing Lion’s strategic 25.4% holding in Indophil so that Indophil can cancel those shares 
before any other party acquires them; 

o attempting to diversify its shareholders’ exposure, through merging with Lion’s balanced 
portfolio of assets, away from the high risk Tampakan project and the Philippines. 

In contrast, Lion has outlined a clear plan that is centred on delivering a superior proposal to Lion 
shareholders in terms of value5 and reduced risk.   

(4) Possible failure of the combination of Indophil and Lion to deliver the benefits 
claimed by Indophil 

Indophil makes several claims in its Bidder’s Statement about the advantages of a combination 
of Indophil and Lion and encourages you to assume this will create further value for 
shareholders.  Your Directors have serious reservations about the likelihood that the 
combination of Indophil and Lion will deliver these advantages. 

Indophil Claim: 

“The combined group may benefit from a reduced risk profile.” 

Lion’s Directors’ Concerns: 

Your Directors agree Indophil’s shareholders may benefit from a reduced risk profile, by 
virtue of the fact their exposure to two assets (cash and Tampakan) will be balanced with 
Lion’s diversified portfolio of investments. 

However, in your Directors’ view, Lion shareholders will be exposed to greater risk due 
to their increased exposure to Tampakan and the Philippines, as described above. 

Indophil Claim: 

“A simplified structure to enhance shareholder value.”  

In explaining this claim in its Bidder’s Statement, Indophil cites the following: 

- the buy-back of Lion’s shareholding in Indophil; 
- a strategic review of Lion’s portfolio that might result in a smaller number of 

investments; and  
- a review of the agreement between Lion and Lion Manager. 

Lion’s Directors’ Concerns: 

Indophil has not provided any meaningful commentary on its intentions in relation to Lion’s 
portfolio, making it difficult to ascertain how it intends to “enhance value”.  Given Indophil’s 
lack of experience in managing an investment portfolio, your Directors question whether 
Indophil is adequately qualified to conduct a review of Lion’s portfolio.  As such, your 
Directors consider there to be a significant risk that the actions of Indophil’s management to 
rationalise Lion’s investment portfolio may result in value destruction, not enhancement. 

Indophil has not stated its intentions in relation to the agreement Lion has with Lion 
Manager.  Rather, it has said it will “review” the agreement.  Given Lion is independent of 
Lion Manager, Indophil will not have any right to compel a change to the agreement, other 

                                                      
5 For the reasons stated in section 4.1 above. 
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than by paying a termination fee.  Again, there is insufficient detail in Indophil’s Bidder’s 
Statement to determine how the structure will be “simplified”, let alone how value will be 
“enhanced”. 

Indophil Claim: 

“An enhanced management structure will be created through the combination of Indophil’s 
skilled and experienced operational team with Lion’s existing capabilities, as well as 
additional external appointments as necessary.” 

Lion’s Directors’ Concerns: 

Your Directors do not believe Indophil can claim to have a “skilled and experienced 
operational team”.  Of the management team described in Indophil’s Bidder’s Statement, it 
appears that only Richard Laufmann has any significant operational experience. 

External appointments can be made by either Indophil or Lion at any time.  Such an initiative 
is not a benefit of the merger. 

Further, Lion questions how a “combination” of capabilities can be stated, when no intention 
in relation to the Lion Manager is disclosed in Indophil’s Bidder’s Statement.  Given 
Indophil’s lack of disclosure in relation to the management structure of the combined group, 
it is difficult to see how it will be enhanced. 

Indophil Claim: 

The combined group will be “one of the most significant and strategically placed mid-cap 
members of the Australian mining industry” and “there is potential for the combined group to 
be included in key indices in due course such as the S&P ASX200 and the S&P ASX300 
Metals and Mining”. 

Lion’s Directors’ Concerns: 

At a market capitalisation of just over $600 million (as estimated in Indophil’s Bidder’s 
Statement) it is not clear how the combined group would be considered one of the most 
significant mid-cap members of the Australian mining industry.  

It is also a concern that the combined group may not be considered for inclusion in the S&P 
ASX200, as suggested by Indophil. 

Accordingly, your Directors are concerned that the benefits Indophil claims may result from 
these supposed advantages, such as increased liquidity, may not in fact be achieved. 

 
In summary, it is your Directors’ opinion that Indophil’s Bidder’s Statement does not 
adequately demonstrate how the addition of Indophil’s small management team with little 
operational experience and a minority interest in Tampakan and cash (both of which Lion 
already has exposure to) to Lion’s portfolio, is a “unique opportunity” nor how it will result 
in value creation. 

 

(5) Risks Associated with Accepting a Bid with a 50.1% Acceptance Condition 

Your Directors are concerned with the risks associated with the Indophil Bid that has a 50.1% 
acceptance condition.  If the Indophil Bid is accepted for Lion shares representing more than 
50.1%, but less than 90%, of Lion’s issued shares: 

o Lion’s share price may be depressed by the resulting overhang   
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o Liquidity in Lion shares will likely be reduced significantly.  In this regard, your Directors note 
Indophil’s commentary in its Bidder’s Statement that it will review Lion’s ASX listing.  If Indophil 
decides to remove Lion from the official list of the ASX, Lion shareholders will find it very 
difficult to realise value for their Lion shares. 

o In the event Indophil achieves less than 80% acceptances, accepting Lion shareholders may 
not be eligible for rollover tax relief.  

o Indophil intends to take control of the operations of Lion.  As such, it is likely Lion’s Plan will 
not be implemented.  As outlined above, Lion’s Directors have concerns about the ability of 
Indophil management to enhance the value of Lion’s asset portfolio. 

 
(6) Lack of Support for the Indophil Bid 

Your Directors believe the concerns outlined in section 4.2 above are shared by many of Lion’s 
shareholders and share market investors as evidenced by the fact Lion’s share price has not 
matched the implied value of the Indophil Bid (based on Indophil’s share price) following Indophil’s 
takeover announcement on 19 March 2008 and the issue of its Bidder’s Statement on 28 April 
2008.   

Likewise, the Lion Board believes that Indophil shareholders’ significant vote against the 
resolutions at Indophil’s Annual General Meeting on 24 April raises questions as to the level of 
support the Indophil Board and management team has from its own shareholders for its strategy.  
Lion elected to abstain from voting at that meeting. 

4.3 Why Lion’s Plan is Superior 

Your Directors have carefully considered and compared the Indophil Bid with the alternative Lion 
Plan and have formed the view that Lion’s Plan is a superior alternative.  Your Directors 
Recommend that you vote in favour of all of the resolutions and advises that it intends to 
recommend, in Lion’s Target’s Statement, that you REJECT the Indophil Bid. 

Lion’s Plan, in your Directors’ opinion: 

o produces an outcome with significantly less risk than owning Indophil shares; 

o delivers near term attractive value, in comparison to the Indophil Bid6; and 

o involves a substantial cash portion, thus giving greater certainty to the value that is likely to be 
ultimately realised. 

In summary, after consideration of the benefits and risks of both alternatives, your Directors believe 
the substantial cash return and remaining portfolio approach to investments, created through the 
Plan, is a better outcome for Lion shareholders than becoming an Indophil shareholder, with all of 
the inherent risks. 

 

5. RESOLUTION 1 – SALE OF PART OF LION’S INVESTMENT IN INDOPHIL PURSUANT TO 
THE XSTRATA PRE-BID ACCEPTANCE AGREEMENT 

5.1 Xstrata Pre-Bid Acceptance Agreement 

On 15 May 2008 Lion announced that it had entered into the Xstrata Pre-Bid Acceptance 
Agreement in relation to the majority of Lion's shareholding in Indophil.  Under the terms of that 

                                                      
6  For the reasons stated in section 4.1 above. 
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agreement, Lion, which currently holds 25.4% of Indophil, agreed to accept an off-market takeover 
bid to be made by Xstrata for Indophil (Xstrata Bid) in respect of 67,691,281 shares in Indophil, 
comprising 17.76% of Indophil's issued share capital (Acceptance Shares). 

The obligation to accept the Xstrata Bid, when called upon by Xstrata to do so, is subject to a 
number of conditions, which are summarised as follows: 

(a) FIRB Approval – when the Treasurer of the Commonwealth of Australia either:  

(i) ceases to be empowered to make an order under the Foreign Acquisitions and 
Takeovers Act 1975 (Cth); or  

(ii) gives Xstrata advice of a decision by the Treasurer that the Commonwealth 
Government has no objection to Xstrata’s acquisition of the Acceptance Shares, 
without any condition that Xstrata reasonably considers to be unacceptable; 
whichever first occurs 

(b) Lion obtains the approval of its shareholders to the sale of the Acceptance Shares to 
Xstrata; or Indophil waives the conditions of its takeover offer for Lion to the extent 
necessary to enable Lion to sell or agree to sell the Acceptance Shares to Xstrata without 
the bid being affected; or Indophil’s takeover bid for Lion lapsing or being withdrawn (for 
reasons other than a failure to satisfy a condition of the bid where the failure is attributable 
to Lion selling or agreeing to sell the Acceptance Shares to Xstrata). 

The acceptance of the Xstrata Bid will not result in a sale of the Acceptance Shares to Xstrata until 
the conditions of the Xstrata Bid are either satisfied or are waived by Xstrata. 

The Xstrata Pre-Bid Acceptance Agreement will terminate automatically if the condition in 
paragraph (a) above is not satisfied within 100 days of the date of the agreement or the condition 
in paragraph (b) is not satisfied within 45 days of the date of the agreement. 

Lion has agreed to pay Xstrata a compensating amount of $500,000 if all of the Directors do not 
recommend that shareholders vote in favour of the resolution to approve the sale of the 
Acceptance Shares to Xstrata under the agreement, or if the Lion shareholders do not approve the 
sale of the Acceptance Shares to Xstrata under the agreement or Lion breaches certain provisions 
of the agreement.  Any amount paid by Lion is to be refunded if Xstrata ultimately acquires 
beneficial ownership of 100% of the Indophil Shares. 

5.2 Xstrata proposed bid for Indophil 

On 15 May 2008, Xstrata announced an intention to make an off-market takeover bid for all of the 
issued shares in Indophil. 

The consideration to be offered under the Xstrata Bid is $1.00 per Indophil share. 

The announcement indicated that the Xstrata Bid is to be subject to a number of defeating 
conditions, including the following: 

(a) Xstrata obtaining a relevant interest in 90% of Indophil’s shares and Indophil’s securities 
convertible into shares; 

(b) No objection to the acquisition by Australia’s Foreign Investment Review Board; 

(c) The absence of a material adverse change with respect to Indophil’s business and assets; 

(d) No prescribed occurrences as listed in section 652C of the Corporations Act 2001 (Cth); 

(e) The 50.1% minimum acceptance condition in the Indophil takeover offer for Lion not being 
satisfied or waived, Indophil not extending its  takeover offer for Lion beyond 12 June 
2008, and Indophil not declaring its takeover offer for Lion to be unconditional; and 
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(f) Lion obtaining shareholder approval, Indophil not waiving conditions of its takeover offer 
for Lion and that offer not lapsing or being withdrawn as described in 5.1 above.  

5.3 Xstrata Plc 

Xstrata is a major global diversified mining group, listed on the London and Swiss stock 
exchanges.  It has a market capitalisation in excess of $80 billion and it reported a net profit after 
tax of US$5.5 billion for its 2007 financial year. 

Headquartered in Zug, Switzerland, Xstrata maintains a meaningful position in seven major 
international commodity markets: copper, coking coal, thermal coal, ferrochrome, nickel, vanadium 
and zinc. The company also has recycling facilities, additional exposures to gold, lead, silver and 
cobalt and a suite of global technologies, many of which are industry leaders.  

Xstrata’s operations and projects span 18 countries: Argentina, Australia, Brazil, Canada, Chile, 
Colombia, the Dominican Republic, Germany, New Caledonia, Norway, Papua New Guinea, Peru, 
Philippines, South Africa, Spain, Tanzania, the USA and the UK. 

Further information on Xstrata can be found on its website: www.xstrata.com 

5.4 Circumstances in which Lion may accept a higher offer for Indophil 

Under the Xstrata Pre-Bid Acceptance Agreement Lion has undertaken not to approach or solicit 
inquiries from any person other than Xstrata in relation to a proposal to acquire any of the 
Acceptance Shares.  Lion has also agreed not to participate in any discussions or negotiations, 
provide any information or take any other action to facilitate any person making any such proposal. 

Under this agreement Lion is to ensure that each of the Lion Directors recommends at all times 
that Lion shareholders vote in favour of the resolution to approve the sale of the Acceptance 
Shares in accordance with the agreement.  Lion also is to procure that each director votes all the 
securities which they hold (either directly or indirectly) in favour of this resolution. 

However, this obligation to recommend that shareholders vote in favour (and the obligation to vote 
their shares in favour) of resolution 1 ceases, if a Higher Competing Offer is announced before the 
date of the meeting and Xstrata does not announce an intention to at least match that Higher 
Competing Offer.  The announcement by Xstrata must be made within 5 business days after the 
Higher Competing Offer is announced or at least 24 hours before the commencement of the 
general meeting, whichever is earlier. 

For this purpose, a Higher Competing Offer is a bona fide off-market cash takeover offer under the 
Corporations Act by a third party to acquire all of the issued shares in Indophil: 

(a) under which the consideration offer is at least $0.01 cash per share higher than the then 
current consideration per share under the Xstrata Bid; and 

(b) which is not subject to any condition which is materially more onerous than any of the 
conditions to which the Xstrata Bid remains subject to at that time. 

The effect of these provisions is that, if a Higher Competing Offer is announced before the date of 
the general meeting which is not matched by Xstrata, the Lion Directors may recommend that 
shareholders vote against resolution 1.  Assuming that resolution 1 is not passed, and the 
condition in paragraph 5.1(b) is not otherwise satisfied within 45 days of the date of the Xstrata 
Pre-Bid Acceptance Agreement, the agreement would automatically terminate.  In that event, Lion 
would be free to accept any higher competing offer (whether that offer meets the requirements of a 
Higher Competing Offer) or to sell any of its shares to any other person or on-market. It would also 
be open to Lion to accept any higher offer by Xstrata, should it increase its Bid after the date of the 
general meeting. 
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If however, the Indophil Bid were to lapse or be withdrawn before the date of the general meeting 
(for reasons other than a failure to satisfy a condition of the Indophil Bid where that failure is 
attributable to Lion selling its Indophil Shares under the Xstrata Pre-Bid Acceptance Agreement), 
the condition in paragraph 5.1(b) would be satisfied and the agreement would not terminate in the 
event of a higher competing offer. 

In order to ensure a sale by Lion of any of the Indophil Shares following termination of the Xstrata 
Pre-Bid Acceptance Agreement would not constitute unacceptable circumstances (on the basis 
that such sale would mean that the No Significant Disposal Condition of Indophil's Bid would not 
be satisfied), shareholder approval to permit such a sale is also being sought through resolution 2. 

5.5 Remaining Shares 

Lion holds a further 29.2 million shares in Indophil which are not the subject of the Xstrata Pre-Bid 
Acceptance Agreement.  These shares are not subject to resolution 1. 

Lion intends to realise value for these shares in the most optimal way, following shareholder 
approval.  This may include one or a combination of accepting Xstrata’s offer or any superior 
offer that emerges, or selling the shares on market.  Shareholder approval of the sale of those 
shares is included in resolution 2. 

5.6 Tax Consequences 

As a result of movements in the market since the merger of Lion Selection Group and AuSelect, 
Lion has potentially valuable realised and unrealised losses for tax purposes.  The tax-affected 
quantum of these losses as at 30 April 2008 is estimated at approximately $27 million, subject to 
certain legislative requirements.  It is expected that tax losses will be available to offset any capital 
gains arising from Lion’s disposal of Indophil and the 30% Cracow Interest, as contemplated in this 
Explanatory Memorandum. 

5.7 Reasons for Directors’ Recommendation 

In section 4, your Directors provided the reasons for their recommendation of the Plan that has 
been presented as an alternative to the Indophil Bid. 

In addition to those reasons, your Directors believe the consideration to be offered by Xstrata (and 
for that matter, any superior offer) for Indophil is attractive and represents a significant premium to 
the cost base of Lion’s investment, the current Indophil share price and its trading range over 
recent months. 

Xstrata’s proposed offer price represents a 30% premium to the 30 day volume weighted average 
share price of Indophil of $0.77 per share leading up to the announcement of Xstrata’s proposed 
bid, a 53% premium to the 30 day volume weighted average share price of Indophil of $0.66 per 
share leading up to the announcement of the Indophil Bid and a multiple of 4.3 times the average 
cost of Lion’s investment in Indophil of $0.23 per share. 

If Xstrata’s proposed offer is successful, Lion will receive approximately $68 million cash for the 
sale of the Acceptance Shares.  If Lion were to accept the Xstrata offer in respect of all of Lion's 
Indophil Shares, it will receive approximately $97 million cash.  As discussed in section 5.4 above, 
Lion also retains the opportunity, under certain circumstances, to realise more for its investment in 
Indophil than the current offer price made by Xstrata. 

Xstrata’s proposed offer provides Lion with an immediate opportunity to realise significant cash 
value for its investment in Indophil, without having to bear the risks associated with the Tampakan 
project, as outlined in section 4.2.  

Importantly, in the ten years that Lion has held its investment in Indophil, it has not been 
approached with a higher offer than Xstrata’s proposed offer for Lion’s shareholding in Indophil. 
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5.8 Circumstances in which the Directors' recommendation might change 

As discussed in section 5.4 above, there may be circumstances in which the Lion Directors will 
change their recommendation in relation to resolution 1 and recommend that shareholders vote 
against the resolution. This would be in order to facilitate the acceptance by Lion of a Higher 
Competing Offer in relation to the Acceptance Shares.   If those circumstances eventuate and the 
Directors change their recommend in relation to resolution 1 to a recommendation that 
shareholders vote against the resolution, Lion will immediately announce the new recommendation 
to ASX.  Lion will also endeavour to communicate the new recommendation to shareholders; 
however, there may not be sufficient time to do so before the meeting.  

In order to avoid the need for those shareholders who wish to vote in accordance with the 
Directors' recommendation having to lodge a further proxy form in the event the Directors' 
recommendation changes, the proxy form contains a box to tick if you wish your vote on resolution 
1 to be in accordance with the Directors' recommendation.  By ticking this box, a shareholder will 
be directing the proxy to vote in favour of resolution 1, and if the Directors announce a change in 
their recommendation to ASX, the shareholder will be taken to have directed the proxy to vote 
against resolution.  If you tick this box, this change of direction to the proxy will take effect 
automatically, without the need for any action by the shareholder. 

6. RESOLUTION 2 – SALE OF THE LION GROUP'S INVESTMENT IN INDOPHIL OTHER THAN 
PURSUANT TO THE XSTRATA PRE-BID ACCEPTANCE AGREEMENT 

6.1 Need for resolution 2 

The Xstrata Pre-Bid Acceptance Agreement only applies in respect of the Acceptance Shares, 
namely 67,691,281 Indophil Shares.  Lion holds a further 29.2 million shares in Indophil 
(Additional Shares) which are not the subject of that agreement.  Accordingly, the sale of the 
Additional Shares are not subject to resolution 1. 

Lion intends to realise value for these Additional Shares in the most optimal way, following 
shareholder approval of the Xstrata Pre-Bid Acceptance Agreement.  This may include one or a 
combination of accepting Xstrata’s offer or any superior offer that emerges, or selling the 
shares on market.  Shareholder approval of the sale of those shares is included in resolution 2. 

As noted in section 5.4 above, if a Higher Competing Offer is announced before the date of the 
general meeting which is not matched by Xstrata, the Lion Directors may recommend that 
shareholders vote against resolution 1.  Assuming that resolution 1 is not passed, and the 
condition in paragraph 5.1(b) is not otherwise satisfied within 45 days of the date of the Xstrata 
Pre-Bid Acceptance Agreement, that agreement would automatically terminate.  In that event, Lion 
would be free to accept any higher competing offer or to sell the Acceptance Shares to any other 
person or on-market. It would also be open to Lion to accept any later higher offer by Xstrata, 
should it increase its Bid after the date of the general meeting. 

In order to ensure a sale by Lion of any of the Indophil Shares following termination of the Xstrata 
Pre-Bid Acceptance Agreement would not constitute unacceptable circumstances (on the basis 
that such sale would mean the No Significant Disposal Condition of Indophil's Bid would not be 
satisfied) shareholder approval to permit such a sale is also being sought through resolution 2. 

6.2 Tax Consequences 

The potential tax consequences of a sale of all of the Indophil shares as contemplated in resolution 
2 are the same as those described in section 5.6 above. 

6.3 Reasons for Directors’ Recommendation 

In section 4, your Directors provided the reasons for their recommendation of the Plan that has 
been presented as an alternative to the Indophil Bid. 
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In addition to those reasons, your Directors believe the consideration to be offered by Xstrata (and 
for that matter, any superior offer) for Indophil is attractive and represents a significant premium to 
the cost base of Lion’s investment, the current Indophil share price and its trading range over 
recent months.  For this reason, Lion may wish to accept the Xstrata offer in respect of all of its 
Indophil shares, and not merely for the Acceptance Shares. 

If Lion were to accept the Xstrata Bid in respect of all of its Indophil shares and that Bid is 
successful, Lion will receive approximately $97 million cash for its investment in Indophil.   

If a higher competing offer is made, Lion would be able to accept that offer in respect of its 
Additional Shares.  As discussed in section 5.4 above, Lion may also be able to accept that offer in 
respect of the Acceptance Shares. 

Xstrata’s proposed offer provides Lion with an immediate opportunity to realise significant cash 
value for its investment in Indophil, without having to bear the risks associated with the Tampakan 
project, as outlined in section 4.2.  

As noted above, importantly, in the ten years that Lion has held its investment in Indophil, it has 
not been approached with a higher offer than Xstrata’s proposed offer for Lion’s shareholding in 
Indophil. 

7. RESOLUTION 3 - SALE OF LION’S 30% INTEREST IN THE CRACOW JOINT VENTURES 

7.1 Background to Lion's interest in the Cracow Gold Mine 

Lion, through its wholly owned subsidiaries (Sedimentary Group) owns 30% of the Cracow Gold 
Mine (30% Cracow Interest).  The Lion Group acquired control of the 30% Cracow Interest when 
AuSelect acquired all of the shares of Sedimentary Holdings in 2006 by way of an off-market 
takeover bid. 

Newcrest owns the other 70% interest in the Cracow Gold Mine.  Newcrest Operations, a wholly 
owned subsidiary of Newcrest, is the operator of the Cracow Gold Mine. 

Under the Cracow Joint Venture Agreements, the Sedimentary Group has pre-emptive rights in 
respect of any sale by Newcrest of its interest in the Cracow Gold Mine. 

7.2 Newcrest's proposed sale of its 70% Cracow interest to Beadell Resources 

On 4 April 2008 Newcrest entered into a conditional agreement (Beadell Newcrest Agreement) 
with Beadell Resources and Beadell Cracow under which Beadell Cracow would acquire 
Newcrest's 70% interest in the Cracow Gold Mine.  The price to be paid by Beadell Cracow for that 
interest is $200 million (subject to certain adjustments) plus the grant of a royalty of 2% of the 
gross revenue from gold production of the Cracow Gold Mine (above the first 1,785,714 ounces 
produced from that mine). 

The Beadell Newcrest Agreement is subject to a number of conditions, including: 

(a) That the Sedimentary Group does not exercise its pre-emptive rights within the period 
permitted under the Cracow Joint Venture Agreements; 

(b) Beadell Resources approving the issue of shares for the purposes of financing the 
acquisition of the 70% interest in the Cracow Gold Mine and a change in the scale of the 
activities of the company (Beadell Shareholder Approval); and 

(c) Beadell Resources raising the money to fund the purchase price of the 70% interest in the 
Cracow Gold Mine in accordance with a term sheet contained in the Beadell Newcrest 
Agreement. 
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The completion of the purchase of the 70% Cracow interest is scheduled for 30 June 2008, subject 
to all the conditions to the Beadell Newcrest Agreement being satisfied or waived by that date.  
Beadell Cracow and Newcrest may agree to a later completion date. 

Beadell Resources has issued a notice of meeting in respect of the Beadell Shareholder Approval 
and a meeting of shareholders of Beadell Resources has been scheduled for 28 May 2008. 

Under the Beadell Newcrest Agreement, Beadell Cracow has paid $2 million of the purchase price 
to Newcrest as a deposit.   

As part of the arrangements relating to the sale by Lion of its 30% Cracow Interest to Beadell 
Cracow discussed below, Lion has provided the consents and waivers required under the Cracow 
joint venture arrangements to enable the sale by Newcrest to Beadell to proceed. 

7.3 Sale Agreement with Beadell 

On 15 May 2008 Lion (and the Sedimentary Group) entered into a conditional agreement 
(Beadell Lion Agreement) with Beadell Resources and Beadell Cracow under which Beadell 
Cracow would acquire the 30% Cracow Interest from the Sedimentary Group.  The 
consideration to be provided for that interest is $80 million (subject to certain adjustments), to 
be satisfied by: 

o the payment of $65 million in cash (subject to certain adjustments); 

o the issue to Lion of $15 million in ordinary shares of Beadell credited as fully paid at the 
same issue price as Beadell shares are issued under the Beadell Placement. 

The Beadell Lion Agreement is subject to a number of conditions, including: 

(a) Beadell obtaining shareholder approval for the transaction and an associated equity 
raising of $235 million to fund the acquisition of 100% of the Cracow Gold Mine from Lion 
and Newcrest; 

(b) Beadell successfully completing its equity raising of $235 million and raising at least $50 
million of project finance;  

(c) the completion of the transactions contemplated under the Beadell Newcrest Agreement; 

(d) the occurrence of one of the following events; 

(i) the Indophil Bid lapsing or being withdrawn; 

(ii) Indophil waiving the relevant Defeating Conditions relating to the disposal of 
assets by Lion Selection Limited (including its subsidiaries) in relation to the sale 
of the 30% Cracow Interest; 

(iii) Lion Selection obtaining the approval of its shareholders to the sale of the 30% 
Cracow Interest to Beadell under the Beadell Lion Agreement (or to Newcrest 
under the Newcrest Option); and 

(iv) The Takeovers Panel, in response to an application for a declaration that the 
proposed disposal of assets by Lion Selection in relation to the 30% Cracow 
Interest constitutes unacceptable circumstances, declining to make such a 
declaration. 

Beadell has indicated that it will issue a supplementary notice of meeting in relation to the general 
meeting of Beadell convened for 28 May 2008 in order to obtain the shareholder approval referred 
to in paragraph (a) above. 
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The Directors of Lion have no reason to believe Beadell will not be successful in obtaining the 
Beadell Shareholder Approval required to complete the transaction with Lion. 

The terms of the Beadell Lion Agreement are summarised in Annexure 2. 

7.4 Lion grant of an option to Newcrest 

On 15 May 2008 Lion also entered into an Option Deed with Newcrest (Newcrest Option Deed) 
under which Lion agreed to grant to Newcrest an option (Newcrest Option) to acquire the 30% 
Cracow Interest exercisable in the event that Newcrest's sale to Beadell of its 70% Cracow Interest 
(and consequently the sale by Lion of its 30% Cracow Interest to Beadell) does not complete for 
any reason. 

The price to be paid by Newcrest for that interest is $80 million cash (subject to certain 
adjustments). 

The grant of the Newcrest Option is conditional on the occurrence of one of the following events; 

(a) the Indophil Bid lapsing or being withdrawn; 

(b) Indophil waiving the relevant Defeating Conditions relating to the disposal of assets by 
Lion Selection Limited (including its subsidiaries) in relation to the grant of the Newcrest 
Option and the sale of the 30% Cracow Interest on exercise of the Newcrest Option; 

(c) Lion Selection obtaining the approval of its shareholders to the grant of the Newcrest 
Option and the sale of the 30% Cracow Interest to Newcrest on exercise of the Newcrest 
Option; 

(d) the Takeovers Panel, in response to an application for a declaration that the proposed 
disposal of assets by Lion Selection in relation to the grant of the Newcrest Option and the 
sale of the 30% Cracow Interest on exercise of the Newcrest Option constitutes 
unacceptable circumstances, declining to make such a declaration. 

If shareholders do not pass resolution 3 at the general meeting, this does not necessarily mean 
that the grant of the Newcrest Option cannot become unconditional, as it can still become 
unconditional if any of the other conditions above is satisfied in the required timeframe. 

The terms of the Newcrest Option Deed are summarised in Annexure 3. 

In consideration for the grant of the Newcrest Option, Newcrest has provided the consents and 
waivers required under the Cracow Joint Venture agreements to enable the sale by Lion of the 
30% Cracow Interest to Beadell to proceed. 

Newcrest has also agreed to amend the terms of the Beadell Newcrest Agreement to allow the 
sale to proceed. 

7.5 Beadell Resources Limited 

Beadell is an Australian listed exploration company, with interests in Australia and Brazil, including 
exploration tenements in Western Australia.  Beadell was established by a group of former 
Agincourt Resources Limited executives, following the $415 million takeover of Agincourt by 
Oxiana Limited in April 2007. 

7.6 Beadell’s Funding Arrangements 

Beadell intends to fund the acquisition of Lion’s 30% Cracow Interest through a combination of 
project debt, equity raising and a placement of new Beadell shares, in part made directly to Lion.  
Beadell intends to raise the requisite funds for its transaction with Lion at the same time as the 
funds it requires for its transaction with Newcrest (to acquire its 70% Cracow Interest). 



 
 

 30 

In total, Beadell intends to raise equity of A$250 million to fund the two Cracow acquisitions (with 
Lion and Newcrest). Beadell intends to raise the equity components of the Newcrest and Lion 
acquisitions through an undocumented accelerated equity placement to sophisticated investors, as 
well as a direct equity placement to Lion of A$15 million. Newcrest has agreed, if required, to 
subscribe to Beadell shares worth the lesser of $50 million or 19.9% of Beadell’s expanded diluted 
share capital post the equity raising.  Merrill Lynch and Morgan Stanley have been engaged to act 
as joint lead managers to the proposed equity capital raising to fund the acquisitions.  

In addition, Beadell plans to raise $50 million in non-recourse project debt as part of the acquisition 
consideration. Preparations for this financing have commenced, and Beadell has received letters 
of support from two qualified lenders. Beadell expects to complete the drawdown of the project 
debt shortly after completing the proposed equity capital raising. 

Your Directors consider Beadell, along with its management and board, to be reputable and that 
they have put in place appropriate measures to maximise the likelihood of fulfilling the conditions 
of its agreement with Lion.  As such, based on information to hand, your Directors do not consider 
the risk of Beadell failing to complete the acquisition of Lion’s 30% Cracow Interest to be 
significant.  

7.7 Comparison of the Newcrest Sale Terms to the Lion Sale Terms  

The price to be paid by Beadell for Newcrest’s 70% interest in the Cracow Gold Mine is $200 
million in cash (subject to certain adjustments) plus the grant of a royalty. 

The price to be paid by Beadell for Lion’s 30% interest in the Cracow Gold Mine is $80 million ($65 
million in cash and $15 million in shares), subject to certain adjustments. 

Whilst a simple pro-rata calculation of the Newcrest sale terms implies a sale price of $85.7 million 
plus a royalty for Lion’s 30% Cracow Interest, your Directors believe the price offered by Beadell is 
comparable with the Newcrest sale terms as Lion’s interest is not a controlling interest and 
Newcrest’s interest enabled the mine operator to charge a valuable management fee (which Lion’s 
interest does not).  

Further, Lion’s acceptance of receiving a portion of the consideration in shares is consistent with 
Lion’s mandate as an investment company and Newcrest’s commitment to underwrite a 
comparable portion of its consideration in Beadell’s equity raising. 

7.8 Tax Consequences 

As a result of movements in the market since the merger of Lion Selection Group and AuSelect, 
Lion has potentially valuable realised and unrealised losses for tax purposes.  The tax-affected 
quantum of these losses as at 30 April 2008 is estimated at approximately $27 million, subject to 
legislative requirements.  It is expected that tax losses will be available to offset any capital gains 
arising from Lion’s disposal of Indophil and its 30% Cracow Interest, as contemplated in this 
Explanatory Memorandum. 

7.9 Lion's intentions in relation to the shares in Beadell Resources 

The Beadell shares to be issued to Lion as part of the consideration for the sale of the 30% 
Cracow Interest are to rank equally with all existing issued Beadell shares.  Those Beadell shares 
will also be subject to a 12 month escrow  period pursuant to the Beadell Lion Agreement.  Lion 
will be restricted from dealing with those shares during that period. 

At the end of that escrow period Lion will review its investment in Beadell with the best interests of 
its shareholders in mind. 
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7.10 Reasons for Directors’ Recommendation 

In section 4, your Directors provided their reasons for their recommendation in the context of the 
overall Plan that has been presented as an alternative. 

In addition to those reasons, your Directors believe the consideration offered by Beadell for Lion’s 
30% Cracow Interest is attractive and represents a significant premium to the NTA Lion has 
recorded for this asset, and its purchase price. 

8. RESOLUTION 4 – CASH DISTRIBUTION TO SHAREHOLDERS  

8.1 Source of cash reserves 

As described in section 2, the various initiatives in Lion’s plan are expected to generate in excess 
of $300 million in cash (Cash Reserves).  You should read section 2.1.3 in full for an explanation of 
the assumptions used to determine the Cash Reserves. 

8.2 Possible means of distribution to shareholders 

The Lion Board has not made a decision at this time concerning the exact amount of the expected 
Cash Reserves to be returned to shareholders, nor the means by which any such amount would 
be returned to shareholders.  Rather the Lion Board intends to make those decisions closer to the 
time at which the expected Cash Reserves are available for distribution. 

A number of methods for the distribution are available, including one or a combination of a 
dividend, capital return or share buy-back.  Some of these methods may require shareholder 
approval. 

The factors which the Lion Board currently intends that it will be taking into account when it 
decides the appropriate method include: 

(a) the amount of Cash Reserves available for distribution; 

(b) the amount of those Cash Reserves which are profits available for distribution as a 
dividend; 

(c) the extent (if any) to which Lion has franking credits available for distribution; 

(d) the likely tax consequences for Lion shareholders and Lion of the different possible means 
of distribution; 

(e) the likely accounting treatment for Lion of the various alternative means of distribution; 

(f) the likely costs to be incurred by Lion in relation to the various alternative means of 
distribution; and 

(g) the extent to which shareholders might wish not to participate in a distribution. 

8.3 Reasons for Directors’ Recommendation 

Approval of this resolution is sought for the purpose of Lion being able to implement its Plan as 
described in section 2.1 of this Explanatory Memorandum.  Detailed reasons are provided in 
section 4. 
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9. RISKS 

The delivery of Lion’s Plan, described in section 2.1 has a number of risks.  The numbers 
presented in this Explanatory Memorandum are indicative only and are based on the 
assumptions provided.   

The risks associated with the Plan are described below: 

(i) Lion may not be able to complete the sale of its 30% interest in the Cracow Gold Mine 
for various reasons, including: 

o Beadell may not be successful in having the transaction approved by shareholders; 

o Beadell may not be successful in raising the cash required as consideration from 
the equity or debt markets; and  

o Newcrest may not exercise the Newcrest Option in the event Beadell does not 
complete its acquisition of the 30% Cracow Interest. 

(ii) If Lion's sale of the 30% Cracow Interest to Beadell completes, there is the risk that the 
Beadell Shares issued to Lion as part of the consideration for that sale trade at a 
discount to the effective issue price paid by Lion for those shares. 

(iii) Lion may not be able to sell its interest in Indophil at or above $1.00 per share for the 
various reasons, including: 

o The conditions of Xstrata’s takeover offer for Indophil may not be fulfilled and 
Xstrata may be unprepared to waive them. For example, if Indophil were to extend 
its takeover offer beyond 12 June 2008, this would mean that a condition to 
Xstrata's proposed bid would not be satisfied and if Xstrata was not willing to waive 
that condition, Xstrata would be entitled not to proceed with its bid; 

o In the event Xstrata’s takeover offer for Indophil is unsuccessful, there is a risk that 
no other third party, with an interest in Lion’s holding, will emerge; and 

o Indophil’s share price may fall in the event Xstrata’s takeover offer does not get 
traction and/or lapses. 

(iv) African Lion may be unsuccessful in realising its investment in Albidon. 

(v) The estimated time for implementing all of the steps in Lion’s Plan is outside of Lion’s 
control. 

(vi) Lion may trade at a discount to NTA post the implementation of the Plan and be 
unsuccessful in implementing arrangements that remove any discount to NTA that might 
be experienced post implementation of Lion’s Plan,  

(vii) There is a risk that Lion may not have sufficient tax losses available to offset any capital 
gain on the sale of key investments as contemplated in the Plan. 

If one or more of the various steps involved in the Plan are not successfully implemented, the 
amount of cash generated (and thus the cash return to Lion shareholders) may be materially 
affected.   

10. DIRECTORS’ INTERESTS 

Except as set out below, none of the Directors has any interest in any securities of Lion, Indophil, 
Beadell, Newcrest or Xstrata: 
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Director Company Number of 
Securities 

Class 

Graham FREESTONE LION SELECTION LIMITED 15,941 Ordinary shares 

    

John O’REILLY LION SELECTION LIMITED 94,980 Ordinary shares 

John O’REILLY LION SELECTION LIMITED 3,660 Options expiring 28/04/09 

John O’REILLY INDOPHIL RESOURCES NL 187,996 Ordinary shares 

John O’REILLY XSTRATA PLC 970 Ordinary Shares 

    

Ewen TYLER LION SELECTION LIMITED 91,926 Ordinary shares 

Ewen TYLER LION SELECTION LIMITED 1,220 Options expiring 28/04/09 

Ewen TYLER NEWCREST MINING LIMITED 1,350 Ordinary Shares 

    

Robin WIDDUP LION SELECTION LIMITED 1,500,316 Ordinary shares 

 LION SELECTION LIMITED 25,102 Options expiring 28/04/09 

 INDOPHIL RESOURCES NL 70,000 Ordinary shares 

To the extent that a director has any interest in any securities of Lion, Indophil, Beadell, Newcrest 
or Xstrata, they may be taken to have an interest in the outcome of the resolutions.  However, the 
Directors consider that no such interest is material or disqualifies the director from making a 
recommendation to shareholders in respect of the resolutions. 

Robin Widdup is the managing director of, and indirectly has a significant shareholding in, Lion 
Manager. Following recommendations from the independent Lion Directors, Lion’s Plan has largely 
been developed by Lion Manager and approved by the Lion Board.  Under the management 
contract between Lion and Lion Manager, the amount payable, upon completion of the Plan, to 
Lion Manager will likely be less than under the Indophil proposal.  Accordingly, the other Directors 
are satisfied that Mr Widdup's interest in Lion Manager does not disqualify him from making a 
recommendation to shareholders in respect of the resolutions.  (See further sections 2.3(4) and 
4.2(3) and (4) above.) 
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11. GLOSSARY 
 

30% Cracow Interest the 30% interest of the Sedimentary Group in the Cracow 
Mining Joint Venture and the Cracow Exploration Joint Venture 

70% Cracow Interest The 70% interest of Newcrest Operations in the Cracow Mining 
Joint Venture and the Cracow Exploration Joint Venture 

African Lion Funds African Lion Limited and African Lion 2 Limited, both 
companies incorporated in Mauritius 

Albidon Albidon Limited, a company listed on ASX 

Announcement Date 19 March 2008, being the date on which Indophil announced 
its intention to make the Bid 

ASIC Australian Securities and Investments Commission  

ASX ASX Limited 

AuSelect  AuSelect Limited, a wholly owned subsidiary of Lion 

Beadell (Cracow) Pty 
Ltd or Beadell 
Cracow 

A wholly owned subsidiary of Beadell Resources  

Beadell Newcrest 
Agreement 

The agreement dated 4 April 2008 between Beadell 
Resources, Beadell Cracow, Newcrest and Newcrest 
Operations under which Newcrest has agreed to sell its 70% 
Cracow Interest to Beadell Cracow 

Beadell Resources Beadell Resources Limited, a company listed on ASX 

Beadell Shares fully paid ordinary shares in the capital of Beadell Resources 

Bid Period the period from the Announcement Date (ie 19 March 2008) 
and the date on which the offers under its Bid closes (currently 
scheduled to be not earlier than 12 June 2008) 

Constitution  Constitution of Lion 

Cracow Exploration 
Joint Venture 

the unincorporated joint venture established under the Cracow 
Exploration Joint Venture Agreement 

Cracow Exploration 
Joint Venture 
Agreement 

the joint venture letter agreement dated 18 January 1996 
between the Sedimentary Group, Newcrest Operations and 
Newcrest as amended by letter agreements dated 24 April 
1998, 4 May 1999, 28 July 1999, 20 April 2000, 10 October 
2005 and 16 May 2006 and an assumption deed dated 29 
October 1999 and a deed of appointment dated 8 March 2002 

Cracow Gold Joint 
Venture 

the unincorporated joint venture between Sedimentary Group, 
Newcrest Operations and Newcrest to develop, mine and 
refine gold and other minerals located in a specified mining 
area, governed by an agreement dated 5 September 2003. 

Cracow Gold Mine The gold mine in Queensland known as "Cracow" which is the 
subject of the Cracow Joint Venture. 
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Cracow Gold Joint 
Venture 

The Cracow Gold Joint Venture and the Cracow Exploration 
Joint Venture 

Cracow Joint Venture 
Agreements 

the Cracow Mining Joint Venture Agreement and the Cracow 
Exploration Joint Venture Agreement 

Cracow Mining Joint 
Venture 

the unincorporated joint venture established under the Cracow 
Mining Joint Venture Agreement. 

Cracow Mining Joint 
Venture Agreement 

the joint venture agreement dated 5 September 2003 between 
the Sedimentary Group, Newcrest Operations and Newcrest 

FIRB Foreign Investment Review Board 

Indophil Offer the takeover offer made by Indophil for all of the shares and 
options issued by Lion under the Indophil Bid 

Lion Lion Selection Limited 

Lion Beadell Sale 
Agreement 

the Asset Sale and Purchase Agreement between Lion, the 
Sedimentary Group, Beadell resources and Beadell Cracow 
dated 15 May 2008 under which the Sedimentary Group have 
agreed to sell the 30% Cracow Interest to Beadell Cracow.  A 
summary of this agreement is contained in Annexure 2 

Lion Group Lion and its related bodies corporate 

Lion Manager Lion Manager Pty Ltd, the investment manager of Lion and the 
African Lion Funds 

Listing Rules  Listing rules of ASX 

Newcrest Newcrest Mining Limited, a company listed on ASX 

Newcrest Beadell 
Sale Agreement 

the Asset Sale and Purchase Agreement between Newcrest, 
Newcrest Operations, Beadell resources and Beadell Cracow 
dated 4 April 2008 under which the Newcrest Operations has 
agreed to sell the 70% Cracow Interest to Beadell Cracow 

Newcrest Operations Newcrest Operations Pty Ltd, a wholly owned subsidiary of 
Newcrest which is the operator of the Cracow Gold Mine 

Newcrest Option the option granted by Lion and the Sedimentary Group under 
the Newcrest Option Deed 

Newcrest Option 
Deed 

the deed between Lion, the Sedimentary Group and Newcrest 
Operations dated 15 May 2008 under which under Lion and 
the Sedimentary Group have granted Newcrest Operations 
and option to acquire the 30% Cracow Interest.  A summary of 
this agreement is contained in Annexure 3 

NTA Net Tangible Asset Backing 

Plan The Plan proposed by Lion as described in section 2 

Sedimentary Group Sedimentary Holdings, Fernyside and Sedgold 

Sedimentary 
Holdings 

Sedimentary Holdings Limited, a wholly owned subsidiary of 
Lion 
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VWAP Volume weighted average price 

Xstrata Xstrata Plc and its subsidiaries, including Xstrata Queensland 
Limited  

Xstrata Bid The proposed cash off-market takeover bid by Xstrata for the 
issued shares of Indophil 

Xstrata Pre-Bid 
Acceptance 
Agreement 

The agreement between Lion and Xstrata Queensland dated 
15 May 2008 under which Lion has agreed to accept the 
Xstrata Bid in respect of 67,691,281 Indophil Shares, 
representing 17.6% of the issued Indophil Shares. 
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ANNEXURE 1 - RELEVANT CONDITIONS OF THE INDOPHIL BID 

The Indophil Bid and any contract resulting from acceptance of the Indophil Bid are subject to the fulfilment 
of several conditions, including (the numbering below reflects the numbering in Indophil’s Bidder’s 
Statement):   

(c) Except for any proposed transaction or matter the material terms of which have been publicly 
announced by Lion to the ASX before the Announcement Date, during the period commencing on 
the Announcement Date and ending at the end of the Offer Period, none of the following events 
occurs nor is an intention to do any of the following announced: 

(i) a member of the Lion Group through its action or omission acquires, offers to acquire, 
agrees to acquire or comes under an obligation to acquire one or more companies, 
businesses or assets (or any interest in one or more companies, businesses or assets) for 
an amount in aggregate greater than $10 million; 

(ii) a member of the Lion Group through its action or omission disposes or, offers to dispose 
of, agrees to dispose of or comes under an obligation to dispose of one or more 
companies, businesses or assets (or any interests in one or more companies, businesses 
or assets) for an amount, in aggregate, greater than $10 million; 

… 

(iv) a member of the Lion Group incurs or commits to, or grants to another person a right the 
exercise of which would involve the Lion Group incurring or committing to, any capital 
expenditure or liability in respect of one or more treated items of greater than $10 million in 
excess of amounts budgeted for and approved by the Lion Board as at the Announcement 
Date; 

… 

provided that with respect to paragraphs (c)(i) and (c)(ii) and without limiting any other rights of 
waiver Indophil may have, Indophil may waive any such condition to the extent to which the matter 
relates to a purchase by the Lion Group of a further interest in the Cracow Gold Project from the 
Newcrest Group. 

… 

(e) that during the period commencing on the Announcement Date and ending at the end of the Offer 
Period, Lion shall not make or declare, or announce an intention to make or declare, any 
distribution (whether by way of dividend, capital reduction or otherwise and whether in cash or in 
specie).  
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ANNEXURE 2 - LION BEADELL SALE AGREEMENT 

On 15 May 2008 Lion and the Sedimentary Group entered into a sale and purchase agreement with 
Beadell resources and Beadell Cracow under which the Sedimentary Group has agreed to sell the 30% 
Cracow Interest to Beadell Cracow (Lion Beadell Sale Agreement). 

The terms of the Lion Beadell Sale Agreement are summarised below. 

1. The consideration to be provided by Beadell Cracow to the Sedimentary Group for the acquisition of 
the 30% Cracow Interest is $80 million which will be satisfied in the following manner:  

(a) $65 million is to be paid in cash; 

(b) $15 million to be satisfied by the issue of Beadell Shares to Lion (credited as fully paid) at the 
same price at which Beadell Resources issues Beadell Shares under the equity financing 
referred to in 3(c)(i) below. 

The Beadell Shares to be issued to Lion are to rank equally for their date of issue with all other 
Beadell Shares on issue. 

Lion has agreed that it will not transfer or dispose of any of the Beadell Shares to be issued to it for a 
period of 12 months from the date of their issue. 

Unlike the Newcrest Beadell Sale Agreement, the consideration does not include the payment by 
Beadell Cracow of a royalty. 

2. After completion of the sale the component of the consideration is to be adjusted for working capital.  
The agreement contains a formula for determining the adjustment amount and provides a resolution 
procedure in the event of a dispute regarding the adjustment amount. 

3. Completion of the sale is subject to a number of conditions precedent including the following: 

(a) Conditions relating to the waiver by Newcrest Operations its pre-emptive rights in respect of, 
and consent by Newcrest Operations to, the sale by the Sedimentary Group of the 30% 
Cracow Interest to Beadell Cracow.  Newcrest Operations has signed the necessary waiver 
and consent to satisfy these conditions. 

(b) Beadell Resources' shareholders approving the issue of Beadell Shares under ASX Listing 
Rule 7.1 for the purpose of completing the financing described in 3(c) below and the change in 
scale of  Beadell Resources' activities under ASX Listing Rule 11.1.2;  

(c) Beadell Cracow raising the money to fund the payment for the cash consideration to the 
Sedimentary Group and the purchase price payable to Newcrest Operations under the 
Newcrest Beadell Sale Agreement in the following manner: 

(i) Equity finance – Beadell Resources issuing Beadell Shares to raise $220 million and 
$15 million by the Completion Date under the agreement; and   

(ii) Bank finance – Beadell Resources or Beadell Cracow raises $50 million by entering 
into finance agreement with a banking institution by the Completion Date under the 
agreement; 

(d) The occurrence of one of the following: 

(i) the Indophil Offer lapses or is withdrawn; 

(ii) Indophil waives the condition of the Indophil Offer relating to disposal of assets by 
members of the Lion Group in relation to the sale of the 30% Cracow Interest; 
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(iii) Lion obtains the approval of its shareholders to the sale of the 30% Cracow Interest to 
Beadell Cracow ; or 

(iv) the Takeovers Panel, in response to an application for a declaration that the proposed 
disposal of the 30% Cracow Interest by members of the Lion Group constitutes 
unacceptable circumstances, declines to make such a declaration (Decision) and 
either the time period for lodging an application for review of the Decision as 
prescribed under Corporations Regulations 6.10.01 has expired or any review of the 
Decision by the Takeovers Panel does not result in the Decision being overturned. 

Only Lion and the Sedimentary Group have the benefit of this condition. 

(e) The successful completion of the transactions under the Newcrest Beadell Sale Agreement.  
This condition may not be waived without the prior consent of Newcrest Operations. 

If any of the conditions are not satisfied (or waived by the relevant party entitled to waive the 
condition) by 31 July 2008 (or such later date up to 31 August 2008), then either party may terminate 
the agreement (provided that the party wishing to terminate has complied with its obligations in 
relation to the satisfaction of the conditions precedent). 

4. Beadell Cracow may terminate the agreement if the certain events, such as the assets forming part 
of the businesses are substantially destroyed or rendered unusable or if a warranty is or becomes 
inaccurate or misleading, occur such as to have a material adverse effect on the 30% Cracow 
Interest. 

5. Beadell Resources has guaranteed the performance by Beadell Cracow of its obligations under the 
agreement.  Lion has guaranteed the performance by the Sedimentary Group of their obligations 
under the agreement. 

6. In all other respects, the agreement contains provisions which are very similar to the Newcrest 
Beadell Sale Agreement. 
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ANNEXURE 3 - NEWCREST OPTION DEED 

On 15 May 2008 Lion and the Sedimentary Group (together the Lion Parties) entered into an deed with 
Newcrest Operations under which the Lion Parties have granted to Newcrest Operations an option 
(Newcrest Option) to acquire Lion's 30% Cracow Interest. 

The terms of the Newcrest Option Deed are summarised below. 

1. Newcrest Operations has agreed to waive its pre-emptive rights in respect of, and consent to, the 
proposed sale by the Lion Parties of the 30% Cracow Interest to Beadell Cracow in consideration for 
the grant by the Lion Parties of the Newcrest Option. 

2. The grant of the Newcrest Option is conditional on any one of the following occurring before 19 May 
2009 (being 12 months and 5 Business Days after the date of the Indophil Offers): 

(a) the Indophil Offer lapses or is withdrawn; or 

(b) Indophil waives (on terms satisfactory to both Lion and Newcrest Operations, each acting 
reasonably) the condition of the Indophil Offer relating to the sale or disposal of assets, as it 
applies generally or as it applies with respect to the sale or disposal, or offer to sell and 
dispose, of assets of the Lion Group constituted by the Newcrest Option Deed (which waiver 
must also apply to the sale and assignment of assets of the Lion Group pursuant to an 
exercise of the Newcrest Option); or 

(c) Lion obtains the approval of its shareholders to: 

(i) the grant of the Newcrest Option; and 

(ii) the sale and assignment of the 30% Cracow Interest to Newcrest Operations pursuant 
to the exercise of the Newcrest Option; or 

(d) the Takeovers Panel, in response to an application for a declaration that the grant of the 
Newcrest Option (or the sale and assignment of 30% Cracow Interest to Newcrest Operations 
pursuant to the exercise of the Newcrest Option) constitutes unacceptable circumstances: 

(i) declines to make such a declaration (the Decision); and  

(ii) either the time period prescribed under Corporations Regulation 6.10.01 for lodging an 
application for the review of the Decision has expired or any review of the Decision by 
the Takeovers Panel does not result in the Decision being overturned. 

The deed also provides that, for the avoidance of doubt, if Lion holds a shareholder meeting and fails 
to obtain the approval of its shareholders as contemplated in 2(c) above, this does not mean that the 
grant of the Newcrest Option cannot become unconditional, as it can still become unconditional if any 
of the other conditions above is satisfied in the required timeframe.  

3. The exercise by Newcrest Operations of the Newcrest Option is subject to conditions precedent that: 

(a) completion of the sale of the 30% Cracow Interest to Beadell Cracow has not occurred by the 
relevant date for completion under the Lion Beadell Sale Agreement and that agreement is 
terminated (under tis terms) before such completion; and 

(b) completion of the sale of the 70% Cracow Interest to Beadell Cracow has not occurred by the 
relevant date for completion under the Newcrest Beadell Sale Agreement and that agreement 
is terminated (under tis terms) before such completion; and 

4. Provided that the conditions described in 2 and 3 above are satisfied, Newcrest Operations may 
exercise the Newcrest Option at any time before the expiry of the Newcrest Option.  The Newcrest 
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Option will expire on the later of 31 October 2008 and 60 days after the condition precedents 
described in 2 above is satisfied. 

5. The consideration payable by Newcrest Operations to the Lion Parties for the 30% Cracow Interest if 
it exercises the Newcrest Option is $80 million cash.  This amount is subject to adjustments which 
correspond to the applying under the Lion Beadell Sale Agreement described in paragraph 2 of 
Annexure 2. 

6. A schedule to the Newcrest Option Deed contains the form of the sale and purchase agreement 
under which the Lion Parties will sell the 30% Cracow Interest to Newcrest Operations if Newcrest 
Operations exercises the Newcrest Option.  The form of that agreement is based on the Lion Beadell 
Sale Agreement with relevant modifications.  In particular, the agreement is modified to reflect the 
cash only consideration referred to in 5 above, and the fact that the conditions relating to Beadell 
Resources shareholder approval and funding do not apply. 

7. Newcrest and the Lion have also agreed that they will not agree to any amendments to the Newcrest 
Beadell Sale Agreement or the Lion Beadell Sale Agreement (or to any extension of the completion 
date applicable under the relevant agreement beyond 31 July 2008) without the consent of the other, 
such consent not to be unreasonably withheld. 
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ANNEXURE 4 – SUMMARY OF THE XSTRATA PRE-BID ACCEPTANCE AGREEMENT 

The terms of the Xstrata Pre-Bid Acceptance Agreement are summarised below: 

1. Parties:  Xstrata Queensland Limited and Lion Selection Limited. 

2. Performance by Xstrata: To announce a takeover bid for Indophil on terms no less favourable than 
specified (summarised in section 5.2 of this Explanatory Memorandum) – in particular, with 
consideration of $1 cash per Indophil share. 

3. Performance by Lion: To accept Xstrata offer and/or procure acceptance by its related bodies 
corporate. 

4. Acceptance Shares:  67,691,281 fully paid ordinary shares in Indophil. 

5. Procedure: Xstrata to call on Lion for acceptance and Lion to accept or procure acceptance on the 
business day specified by Xstrata. 

6. Conditions Precedent: 

o FIRB Approval – when the Treasurer of the Commonwealth of Australia either:  

(i) ceases to be empowered to make an order under the Foreign Acquisitions and Takeovers 
Act 1975 (Cth); or  

(ii) gives Xstrata advice of a decision by the Treasurer that the Commonwealth Government 
has no objection to Xstrata’s acquisition of the Acceptance Shares, without any condition 
that Xstrata reasonably considers to be unacceptable; whichever first occurs 

o Lion to obtaining the approval of its shareholders to the sale of the Acceptance Shares to Xstrata; or 
Indophil waiving the conditions of its takeover offer for Lion to the extent necessary to enable Lion to 
sell and agree to sell the Acceptance Shares to Xstrata without the bid being affected; or Indophil’s 
takeover offer for Lion lapsing or being withdrawn (for reasons other than a failure to satisfy a 
condition of the bid where the failure is attributable to Lion selling or agreeing to sell the Acceptance 
Shares to Xstrata). 

7. Opportunity to accept a higher competing offer: If a higher competing offer is announced before 
the day of the general meeting of Lion shareholders to (inter alia) consider approving the sale of 
Lion’s Indophil shares and Xstrata does not announce an intention to at least match that offer within a 
specified time, the Lion’s Directors are free to withdraw their recommendation to Lion shareholders to 
approve the sale, the shareholders may decide not to pass the resolution, that element of the 
condition precedent would not be satisfied (although there are two alternative ways of satisfying the 
condition – Indophil waiving its condition or Indophil’s takeover offer lapsing or being withdrawn) and 
Lion could then be free to accept the higher competing offer. 

8. Authority and discretion: The entry into this Xstrata Pre-Bid Acceptance Agreement is a matter 
within the powers of the Directors of Lion involving their dealing with one of Lion’s assets. They 
exercised business judgment in agreeing to the terms of the transaction. 

9. Copy of Xstrata Pre-Bid Acceptance Agreement:  A copy of the agreement can be inspected on 
the ASX website – www.asx.com.au – under IRN, being an annexure to a substantial shareholder 
notice lodged by Xstrata in respect of Indophil on 16 May 2008. 
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