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 21st May 2002 

The Manager

Company Announcements

Stock Exchange of Newcastle Limited

384 Hunter Street

NEWCASTLE  NSW  2300

Dear Sir,

Mount Kelly – Heads of Agreement

We wish to advise that a Heads of Agreement on the Mount Kelly copper – gold deposit has been signed between Reefway Pty Ltd (74.84%) owned by Pegmont Mines NL and Savannah Resources Pty Ltd (100% owned by International Base Metals Limited).  This agreement was signed on Friday 17 May 2002.

This agreement has the following  elements:

*

Savannah to expend a minimum $250,000 including a minimum of 2000 metres of drilling during the first twelve months from the date of listing on the Australian Stock Exchange.

*

Depending upon results from this initial program Savannah may either proceed to a second year program of expanding a further minimum $250,000, including 2000 metres of drilling or withdraw.

*

Upon completion of the second year program Savannah may elect to withdraw, in which case it would be issued one million (1,000,000) fully paid shares in Reefway or Savannah could elect to proceed in a joint venture to earn 50% interest in the Mount Kelly tenements upon the expenditure of a further minimum $1,500,000, including 10,000 metres of drilling and complete a bankable feasibility study by 31 December 2007.

* 

Reefway will be the exploration manager during the first two years prior to commencement of a joint venture with Savannah.

Although the contemplated activity by Savannah is dependent upon Initial Public Offering (IOP) and the listing on the Australian Stock Exchange (ASX) of International Base Metals Limited, nevertheless we thank them for their vote of confidence in the prospectively of the Mount Kelly tenements.  The intended listing date of International Base Metal is programmed for mid-August, a copy of their prospectus will be made available to all shareholders of Pegmont Mines NL.

Yours sincerely

Malcolm Mayger
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