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29 July 2002 

The Manager

Stock Exchange of Newcastle Limited

384 Hunter Street

NEWCASTLE  NSW  2300

Dear Sir/Madam,

Quarterly Report to 30 June 2002

No field activities were conducted during the quarter, on Pegmont, Mount Kelly and May Downs in the Mount Isa region.  The level of exploration of interest in base metals generally is poor because of low metal prices.  

Pegmont lead-zinc deposit (100% Pegmont)

Despite the Sharry Fault 1P Anomaly presenting a possible target for massive sulphide (lead-zinc-silver) mineralisation similar to the nearby Cannington deposit, there is little interest from industry majors.  Follow up of previously circulated information brochures continues to be made.

Mount Kelly copper-gold deposit (100% Reefway)

On 21 May 2002, we announced a “Heads of Agreement” with International Base Metals Ltd (IBM) which has an option to earn 50% interest in the Mount Kelly tenements by expending $2.0 million by 31 December 2007.  IBM is presently seeking to raise seed capital to enable them to fund listing on the Australian Stock Exchange.  Our agreement calls for their expenditure of $250,000, including a minimum of 2000 metres of drilling during the first twelve months from the date of listing on the ASX.

Mount Kelly currently has an inferred resource of 450,000 tonnes averaging 2% Cu and 1.3g/t Au (Hellman & Schofield Pty Ltd – April 2001)  This mineralisation is associated with the Mount Kelly fault structure and is open along strike and to depth.  Additional drilling is likely to extend the mineralised zone.  Our initial exploration objective is to delineate two million tonnes of copper-gold mineralisation.

May Downs zinc-lead Prospect (100% Reefway)

The May Downs prospect appears to be a large Mount Isa-type zinc-lead system.  Billiton Exploration Australia Pty Ltd (Billiton), a subsidiary of BHP Billiton Ltd may earn 70% interest in the prospect by expending $4.5 million over a period of six years from the date when access has been granted by the Native Title Claimants.

Finalisation of an Access Agreement with the Native Title Claimants has been held up by procedural matters which are expected to be finalised shortly.  This process has been complicated by the lodgement of another claim over the May Downs area which is likely to be registered shortly.  However, we still expect to be able to commence the initial drill program of five holes totalling 2000 metres within two months following a Field Inspection by representatives of the claimants. 

Tenement Applications

During the quarter, Pegmont made an application (EPM 13771) over an area between the Pegmont lead-zinc deposit and the rich Cannington silver-lead-zinc mine.  This application area also covers known copper mineralisation at the Brumby deposit (best intersection was 27metres @ 0.66%Cu, 0.38g/t Au).  There are four other competing applications covering parts of our application area so granting in our favour is not assured, see attached map.

Also, Reefway made an application (EPMA 13379) over an area adjacent to the Buckley River copper deposits held by another company.  The application area covers on strike potential over the Kennedy fault which is known to be mineralised.  There are no competing applicants.  The granting of this application would consolidate the Company’s areas over this lightly prospective copper bearing region, see attached map.

Expenditure

Net Cash expenditure during the June quarter was $19,809.


June
Year


Quarter
to Date


$
$
Pegmont Project
482
838

Mount Kelly Project
(4,216)
(4,164)

May Downs prospect
- EPM 13331
6,887
6,887


- Native Title
6,946
20,860

Project generation

2,443
2,443



______
______

Exploration Expenditure
12,545
26,864

Corporate expenses – net of interest
9,704
12,015

Working capital – net payments
(5,440)
40,551

Shareholders advance

3,000
(34,000)



_______
_______

Net Cash Expenditure

$19,809
$45,430


_______
_______

Cash balances (excluding security deposits at 30 June 2002) totalled $128,844, including $127,326 set aside for the May Downs Project.  These funds are not adequate to cover ongoing expenditure commitments without the raising of additional equity which is under consideration.  Meanwhile, the Company depends upon shareholder advances to meet expenditures.

Yours faithfully,

Malcolm A. Mayger

Managing Director
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