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30 October 2003

The Manager 

Stock Exchange of Newcastle Limited 

384 Hunter Street

Newcastle  NSW  2300

Dear Sir

Quarterly Report to 30 September 2003

We submit the following quarterly report for Pegmont Mines NL and its subsidiary, Reefway Pty Limited (75% owned) for the three months to 30 September 2003.

Field activities were concentrated on the Mount Kelly tenements with International Base Metals Limited (IBML) completing 38 holes totalling 2032 metres of RC drilling near surface (less than 100m depth) oxide targets.  Also, Xstrata Copper Australia continued their exploration for deeper (greater than 100m depth) sulphide targets.

Corporate activities involved the withdrawal of BHP Billiton from the May Downs zinc-lead project and from the Gun Creek copper prospect.  However Xstrata Copper have indicated their interest to be involved in the Gun Creek tenement.  Also we concluded an agreement with Rio Tinto Exploration Pty Ltd to purchase their buy-back rights in the Mount Kelly tenements for the issue of 800,000 fully paid shares in Pegmont Mines NL.  A regional alliance with Xstrata Copper is being discussed.

1. Field Activities at Mount Kelly

(IBML) reported that further to the encouraging results of drilling during August (reported on 11 September) a follow up program of 26 shallow RC holes (total 1149 metres) were drilled at Mount Clarke during September 2003.  Most holes intersected oxide copper with significant intersections being:


MK 551:  34m at 1.12% Cu (9-43m), including 19m at 1.48% Cu (14-33m)


MK 556:  28m at 1.13% Cu (21-49m), including 14m at 1.51% Cu (21-35m)


MK 557:  11m at 1.03% Cu (0-11m), including 7m at 1.37% Cu (1-8m)


MK 558:  33m at 1.21% Cu (2-35m), including 18m at 1.66% Cu (2-20m)


MK 567:  14m at 1.16% Cu (14-28m)


MK 571:  18m at 1.36% Cu (32-50m)

MK 573:  15m at 1.42% Cu (28-43m)

The drilling demonstrated the presence of a shallow oxide copper blanket, up to 35m thick, over a strike length of 400 metres, related to the north-west – trending Mount Clarke Fault and associated structures.  The mineralised zone remains open to the north-west and south-east.

Most of the holes were drilled on a 40 x 40m grid, which will allow the estimation of a JORC standard resource when check assaying has been completed.  Additional drilling is being considered to test for extensions to the Mount Clarke zone and to test other oxide copper targets in the prospect area.

Xstrata Copper Australia have reported that work during the July-September quarter, 2003 on the Mount Kelly tenements has comprised processing and interpretation of a 3D MIMDAS IP data acquired during June; and its integration with the known geology mapping in the area.

The known high-grade mineralised area (ie surrounding MK 475) appears as a co-incident strong chargeable and moderate conductor on lines 15800 N and 16200 N. As such, the signature of the high-grade mineralised zone does not appear to persist north of 16300 N (Local Grid).  This downgrades potential for the significant down-plunge extensions to the known high-grade mineralisation required to produce a large or system.

However, a strongly-chargeable, moderate-conductor occurs to the east (local grid) of the Mt Kelly Fault between lines 16400-16800 N.  Given apparent similarities to the signature of the known mineralised zone, this area warrants follow-up work.

Detailed 3D geological modelling and a set of soil sampling traverses (given appropriate ground conditions) are planned to cover the newly recognised anomalous zone.  Given positive results, drill-testing is envisaged. 

2. Corporate Activities

BHP Billiton have given notice to withdraw from the May Downs project and to terminate the Gun Creek Subscription agreement.  This was announced to the Newcastle Stock Exchange (NSX) on 8 October 2003.

International Base Metals Ltd are continuing to explore the Mount Kelly tenements under an option/joint venture agreement.  This agreement also includes the exploration of the Buckley River EPM 9916 when it is assigned by Xstrata Copper Australia to Reefway.  Also, there is an intention to enter into a regional agreement with IBML, to conduct an exploration program for copper oxide mineralisation.

3.  Tenement Acquisitions and Relinquishments

There were no tenement acquisitions or relinquishments during the quarter.

4.  Expenditure

Net cash expenditure by the Pegmont Group during the three months was $126,975.







September

Year to Date







Quarter   $

         $

Pegmont




     -



1,761

May Downs (net of interest)


213,117

        246,037

Wilfred Creek




     -



6,755

Buckley River




    5,915


5,915

Mount Kelly (net of rental refunds)

       218

         (10,504)

General Investigations


    2,479

            3,064






221,729

        253,028

Corporate expense



  11,823

          30,381

Working Capital



 (87,588)

         (77,996)

Mount Kelly – buy back acquisitions

  88,011

          88,011

Shareholder advance



 (27,000)

         (35,500)

Equity Issue




 (80,000)

         (80,000)


NET EXPENDITURE

126,975
                     177,924


Option/Joint Venture expenditures:

Mount Kelly – Xstrata Copper Australia
 37,515

         197,416

Mount Kelly – IBML



130,330

         130,330






167,845

         327,746
Cash balances (excluding security balances) at 30 September 2003, totalled $29,336.  These funds are not adequate to cover ongoing expenditure commitments without raising additional capital and ongoing financial support from major shareholders.

Yours faithfully

Malcolm A. Mayger 

Managing Director

PAGE  
3

