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31 July 2001

The Manager

Company Announcements

Stock Exchange of Newcastle Limited

384 Hunter Street

NEWCASTLE NSW 2300

Dear Sir,

Quarterly Report to 30 June 2001

No drilling was conducted during the June quarter.  Instead, emphasis was switched from the Pegmont Deeps project to the Sharry Fault 1P anomaly; and in progressing the grant of the Wilfred Creek EPM 13331 tenement which contains the large May Downs lead-zinc Mount Isa-type system.

Unfortunately, a review by Billiton Exploration Australia Pty Ltd (Billiton) of the drill results within the Pegmont Deeps Project Area and their reinterpretation of geophysical data relating thereto has led Billiton to advise that it has no further interest in pursuing exploration on or around the Pegmont Deeps Project Aea.

We have also been advised by Goldsearch Limited that they have decided not to proceed to earn a 50% joint venture interest in the Mount Kelly tenements by completing a final bankable feasibility study.

The co-incident pull-out of both Billiton and Goldsearch from the Pegmont and Mount Kelly projects respectively, is of concern.  However, we are confident that other parties interested in the Mount Isa region can be attracted to these high potential projects.  The Billiton subscription agreements relating to the May Downs and Gun Creek projects remain in force.

PEGMONT LEAD-ZINC PROJECT

Considerable effort is being made to review exploration results arising from the recently completed three-dimensional Induced Polarisation (IP) and Resistivity survey which resulted in the delineation of the Sharry Fault IP Anomaly immediately north of the Pegmont Main Lode.

Since previous mapping and structural interpretation had indicated a zone of complex geology between the Mount Lucas and the Northern Banded Iron Formation (BIF) outcrops, it was decided to conduct a three dimensional IP survey, using a newly-designed survey configuration which could provide the capability to detect IP effects to 400-500m depth.  This survey was conducted during April across a zone of faulting.  It revealed a large IP anomaly, covering a width of 400m and at least 1,000m in 

strike (E-W) length.  The anomaly commences at a depth of approximately 180-200m which is considered to be the depth of weathering and oxidation and extended to at least 500m depth.  The anomaly; consistent with disseminated sulphides, deepens and intensifies to the west.

Review of previously conducted shallow drilling and a down-hold EM survey has shown a slight down-hole increase in conductivity which could reflect the presence of a sulphide conductor at depth.  Although this anomaly was not pursued, it suggests that the shear zone could host bodies of massive (silver-lead-zinc) sulphide ore.

Aeromagnetic data suggests the presence of a major E-W shear zone, now referred to as the Sandy Creek Shear Zone which extends 3km across the Pegmont Mining leases and possibly to the nearby copper prospect at Brumby and further east to the high grade silver lead-zinc mine at Cannington.  The Sharry Fault IP Anomaly lies within this major shear zone and represents a major drill target for a buried sulphide bearing base metal deposit.

Preliminary interest is being shown by a major mining group in Pegmont with the view to possibly farming into the mining leases.

MAY DOWNS LEAD-ZINC PROSPECT

EPM 13331 (Wilfred Creek) which covers the May Downs lead-zinc prospect was granted to the Company on 1 May 2001 by the Queensland Department of Natural Resources and Mines.

In order to commence field work, the company is required to reach an Access Agreement for low impact activities with the applicants for Native Title Determination covering the tenement.  The process to reach such an agreement has just started and can be expected to take two to three months to complete.

Upon gaining land access our subscription agreement with Billiton will be activated and they will top up the unexpended funds rolled over from the Pegmont Deeps Project to an amount of $200,000 required to complete the initial exploration program of 2,000 metres of drilling.  The exploration target is a large Mount Isa-type lead-zinc deposit with a strike length of 7km.

MOUNT KELLY

Review of exploration results to date, indicated that the MK475 copper-gold project might not attain Goldsearch’s investment criteria to proceed further with exploration at Mount Kelly.  Thus, Goldsearch has advised that it does not intend to earn a 50% equity in the MK475 target area.  In accordance with their option agreement, Goldsearch has elected to be issued with 1,875,000 ordinary fully paid shares in the capital of Reefway Pty Ltd, a subsidiary of Pegmont Mines NL

An information brochure has been prepared and will be sent out to prospective parties who may be interested in farming into the Mount Kelly project.  A drill program of 600 – 700 metres funded by the Company is about to commence at the Divided prospect to test a number of copper targets which have been delineated by rock chip sampling

EXPENDITURE

Net cash expenditure during the June quarter was  $111,416.

	
	June 

Quarter 

$
	Year to

Date

$

	Mount Kelly Project – net of contributions

Wilfred Creek – EPM 13331

Pegmont BIF Project

Pegmont IP Survey

Pegmont Deeps Project

Project generation and review
	1,788

            10,282   

9,205

43,872

6,302

( 2,520)
	2,005

10,282

14,934

43,872

6,302

      2,098

	Corporate expenses – net of interest

Working capital – net payments

Shareholder loan repayments
	68,929

20,168

7,019

     15,300
	79,493

23,442

84,359

     33,780

	Net Expenditure
	   111,416
	  221,074


Cash balances (excluding security deposits) at 30 June 2001 were $268,038, including $186,827 set aside for the May Downs Project.

Yours faithfully

MALCOLM A MAYGER

Managing Director
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