Pegmont Mines N.L.

ABN 9900 3331 682

Corporate Office:

C/- The Plaza, 7th Floor, 14 Martin Place

SYDNEY  NSW  2000

Telephone:  (02) 9224 8971

Facsimile:  (02) 9224 8910

Postal Address: GPO Box 3596

SYDNEY  NSW  1044

PAGE  
2

31 October 2001 

The Manager

Company Announcements

Stock Exchange of Newcastle Limited

384 Hunter Street

NEWCASTLE  NSW  2300

Dear Sir,

Quarterly Report to 30 September 2001

At Mount Kelly, five RC holes totalling 611 metres, were drilled into copper and gold targets at the Dividend Prospect within EPM 7487, without success. Following this program a comprehensive geological review was undertaken on the Mount Kelly tenements, including the mining leases. Their potential to host Mount Isa-type copper mineralisation remains undiminished.

Discussions and presentations with the representatives of the Kalkadoon Peoples concerning EPM 13331 (Wilfred Creek) commenced in order to obtain an Access Agreement for low impact activities. Despite a cordial meeting in Mount Isa during late August, we are not yet able to report any progress. A walk-over of the May Downs drill target has yet to be undertaken.

Information brochures on Pegmont and Mount Kellly have been widely distributed to explorers active in Australia. To date, there is a lack of interest being shown by major operators as they pursue acquisition possibilities; or grass roots opportunities offering large untested potential (geophysical) targets, usually under considerable cover. Such explorers do not appear interested in more advanced projects like Pegmont and Mount Kelly where there is demonstrated mineralisation.

Because of the current low level of interest in our properties, we are addressing the issue by reducing our tenement holding costs and abandoning some mining claims which do not contain mineralisation, but incur substantial rental and other ongoing costs.

MOUNT KELLY PROJECT

Results from five (5) RC holes totalling 611 metres at the Dividend Prospect were as follows:-
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Following these disappointing results, it was decided to abandon the Divident Prospect by reducing the number of sub-blocks within EPM 7487 from six to two in number.

A review of “The Potential of the Mount Kelly Area” was completed during August by Mr Matthew Stephens, geologist. He concluded that the Mount Kelly – Mount Clarke Area has “the structural setting, lithological similarities and style of mineralisation most closely approximate the Esperanza-Mammoth deposits. The Mount Kelly Project Area, as a whole, however, still has the potential to host much larger deposits in areas ignored by previous explorers…there are untested areas along the traces of major fault zones in the prospect region that could still theoretically host a Mount Isa-type copper deposit.” Data on Mount Kelly is being reviewed by another mining company.

EXPENDITURE
Net cash expenditure during the September quarter was $68,049.


September
Year to


Quarter
Date


$
$

Mount Kelly Project – net of contributions
19,732
21,737

Wilfred Creek – EPM 13331
-
10,282

Pegmont 
10,713
75,821

Project generation and review
909
3,007
_______
_______


31,354
110,847

Corporate expenses – net of interest
7,488
30,930

Working capital – net payments
16,207
100,566

Shareholder loan repayments
13,000
46,780


_______
_______


68,049
289,123


_______
_______

NET EXPENDITURE
Cash balances (excluding security deposits) at 30 September 2001, were $189,273 including $154,560 set aside for the May Downs Project. These funds are not adequate to cover ongoing expenditure commitments without the raising of additional equity. Various alternatives for additional equity will be considered in the current quarter.

Yours faithfully,

M A Mayger

Managing Director
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