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The Manager

Stock Exchange of Newcastle Limited

384 Hunter Street

Newcastle NSW 2300

Dear Sir

Quarterly Report to 31 March 2005

We submit the following report for Pegmont Mines NL for the three months to 31 March 2005.

Investment Activities resulted in a realised pre-tax profit of $903,584, which is regarded as an outstanding result unlikely to be repeated due to changed market conditions. This result almost achieved our annual target of $1,000,000.

Exploration activities were restricted due to the “wet season” in the Mount Isa region. Preliminary metallurgical studies on existing Pegmont drill samples have provided encouraging results. 

Drill activity on the Reefway royalty areas at Mount Kelly continued to be conducted by CopperCo Limited as part of their feasibility study on the Lady Annie – Mount Kelly oxide copper project. Drilling has now delineated two new areas of copper oxide mineralisation, thus enhancing the prospectively of the tenements.

Investment Activities

Pre-tax realised projects, from the sale of shares to 31 March 2005, totalled $903,584

The investment portfolio at 31 March cost $1,616,887. Net broker credit balance was $610,134 (including $501,562 on deposit) or 26.6% of the portfolio after a withdrawal of $250,000 made for corporate expenditure, including proposed exploration.  

Due to the sharp market decline since 31 March we do not expect to make a profit during the June quarter and may well realise some loses for taxation purposes. We are maintaining a reasonable degree of portfolio liquidity to take advantage of lower prices that may present value opportunities.

Corporate Liquidity

Apart from our portfolio credit balances of $610,134, we have maintained cash deposits of $1,800,000 plus interest and a credit balance of $54,739 in our main bank account. Also, a deferred payment of $767,300 is due from CopperCo on or before 30 June 2005.

Exploration Activity

The Company has two exploration areas of interest in the Mount Isa region; at Pegmont and at Duchess. It also retains a royalty interest over the Reefway tenements north of Mount Isa.

At Pegmont no fieldwork was undertaken due to the wet season. However, preliminary metallurgical test work on previously drilled samples of Pegmont mineralisation was undertaken to ascertain as to whether a hydrometallurgical process could be applied to leach lead and zinc values. Initial results from this program were encouraging. The possible advantage of this new approach would be to produce metal on site at a much reduced capital and operating cost. Thus, a drill program of 15 core holes may be undertaken prior to June (depending upon the availability of a drill rig) in order to generate both oxide and sulphide samples for a more comprehensive test program.

The Duchess-Trekalano application area, EPM 14784, is being processed by the Queensland Department of Natural Resources and Mines for granting. No fieldwork has been undertaken on this application area, due to delays in granting. Meanwhile, data arising from previous exploration in the area is being compiled.

Activity by CopperCo Limited on the Reefway Royalty Areas continue to be concentrated on the Mount Kelly tenements. Since acquiring Reefway, CopperCo has discovered, by drilling, two new areas containing significant copper oxide mineralisation at the Flying Horse and Mount Kelly Workings prospects, in addition to the Mount Clarke resource area.

At the Flying Horse prospect, drilling indicates a mineralised strike length of 350 metres and at the Mount Kelly Workings, a strike length of 200 metres is indicated, both of which are open in all directions. A substantial expansion of the intended drill program has resulted from success at all three prospects ie Mount Clarke, Flying Horse and Mount Kelly Workings. This involves infill and step-out RC drilling for inclusion into the resource calculation for the Mount Kelly Project. The Mount Kelly project forms part of the Lady Annie feasibility study commenced late last year.

We are encouraged by CopperCo’s continued drill success on the Mount Kelly tenements as indicating an expansion of potential copper oxide resources and increased likelihood of their commercial exploitation. In addition there is significant primary sulphide copper-gold mineralisation along the Mount Kelly fault.

For further information, please view www.copperco.com.au
Financial Position at 31 March 2005

The un-audited financial position of Pegmont Mines NL at 31 March 2005 was very sound.

Current Assets







$
        c/share



Cash at bank and on deposit

      2,403,254




Deferred payment due by CopperCo
        767,300



 
Shares held for sale at cost 
  
     1,681,887
           ___








     4,852,441
            9.6

Current Liabilities











Payables



        253,000




Provision for income tax

        875,000








   (1,128,000)
         (2.2)
Working Capital





      3,724,441
           7.4
Non-Current Assets at valuation



     3,450,000
           6.8
Total Net Assets





     7,174,441
          14.2 




Income and Expenditure (excluding accruals)









  March 
Year to









Quarter $
 Date $

Income
Interest received




  42,065
 42,065

Net profit on Sale of Shares



903,584          903,584








945,649          945,649
Exploration Expenditure


Pegmont deposit




    2,310
    2,310


Pegmont Regional




    2,365
    2,365


Duchess regional




    1,645
    1,645


General Investigations



       600
       600
6,920               6,920
Corporate Expenditure


Administration




    7,942
    7,942


Working Capital payments



161,678           161,678

Share Investments




  87,500
  87,500







257,120
257,120
Total cash Expenditure




264,040
264,040
Net Surplus






681,609
681,609

Yours Faithfully

M.A.Mayger

Managing Director
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