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This Prospectus is dated 29 May 2002 and was lodged with the ASIC on 29 May 2002. Neither the ASIC nor ASX takes any responsibility
as to the contents of this Prospectus or the merits of the investment to which this Prospectus relates.
No Shares will be issued on the basis of this Prospectus after the Closing Date which will be not later than 13 months after the date of this
Prospectus.
The Company is not admitted to the Official List of the ASX. Application will be made within seven (7) days after the date of this
Prospectus for such admission and for official quotation of the Shares by the ASX.
This Prospectus does not constitute an offer in any place in which, or to any person to whom, it would not be lawful to make such an
offer. The distribution of this Prospectus in jurisdictions outside Australia may be restricted by law and persons who come into possession
of this Prospectus should seek advice on and observe any such restrictions. Any failure to comply with such restrictions may constitute
a violation of applicable securities law.
Before deciding to invest in the Company, potential investors should read this Prospectus in its entirety and, in particular, consider all
business and investment risks that could affect the Company. Potential investors should carefully consider these factors in light of their
personal circumstances (including financial and taxation issues) and seek professional advice from their accountant, stockbroker, lawyer
or other professional adviser before deciding whether to invest.
No person is authorised to give any information or to make any representation concerning the Offer or the Company other than as is
contained in this Prospectus. Any such information or representation not contained in this Prospectus should not be relied upon as having
been made by or on behalf of the Company or its Directors.
Any photographs or illustrations used in this Prospectus are not necessarily of assets or business interests of the Company but have been
included to give an indication of the Company’s business and operations and the industry in which the Company operates.
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LETTER TO INVESTORS
Letter to Investors
6 May 2002

Dear Investors

On behalf of the Board of Directors of Reed Resources Ltd, it gives me great pleasure to introduce this Prospectus. I have been
involved in the gold mining industry for over forty years and take great pride and satisfaction in taking an executive role in
a gold exploration company.
The primary focus of Reed Resources will be to locate and develop high-grade gold deposits using best practice exploration
to ensure discovery and development of deposits that could bring early returns to shareholders. The Company will not pass
up the opportunity to deliver shareholder value by pursuing other indicated minerals on the Company’s properties including
iron ore, nickel, and manganese.
Our geological technical group is co-ordinated by my fellow director Dr Peter Collins through Curtin Consultancy Services
who has overseen the exploration programmes over the last three years. Peter Paterson is the Kalgoorlie based geological
contractor with input and advice from veteran Kalgoorlie geologist George Compton. George has consulted to me on many
gold properties for the last 25 years and has done research on the Comet Vale deposits. Another veteran geologist Tony
Tomich, respected by me for his work on gold deposits in Western Australia has also assisted on the Comet Vale area,
including records of drilling obtained from the Department of Mines.
Relatively low levels of interest in exploration in the Eastern Goldfields in recent years, has given Reed Resources the
opportunity to acquire an exciting and highly prospective portfolio of tenements. The existence of substantial high-grade,
historical gold mines at Comet Vale including the Sand Queen – Gladsome mines which produced 181,659 ounces from
248,564 tons at a recovered grade of 22.7 grams/tonne encouraged us to focus on this area in which I have held interests since
1983. The work financed over the last three years has resulted in the discovery of the Sand George deposit which is described
in the Independent Geologists Report within this Prospectus.
The Company has continued to pursue its operations advancing the application processes for further exploration drilling and
shaft dewatering to enhance early development of existing and additional discoveries. This will enable the company to
commence drilling immediately upon completion of the Issue.
As Chairman of Reed Resources I commend this investment to you and look forward to welcoming you as a Shareholder of
our Company.
Yours faithfully

DAVID REED
Executive Chairman
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SECTION 1
Key Information
1.1 The Offer
The Company is inviting subscriptions for 30,000,000 Shares at an issue price of $0.20 per Share, payable in full on Application
to raise $6,000,000.

1.2 Indicative Key Dates
Opening Date

6 June 2002

Closing Date

4 July 2002

Estimated Date for Issue of Holding Statements

11 July 2002

Estimated Date for Quotation on ASX

16 July 2002

These dates are indicative only and Applicants are encouraged to submit their Application Forms as early as possible. The
Company, after consultation with the Underwriter, reserves the right to vary the above dates and times (including the Closing
Date) without notice.

1.3 Capital Structure
Details of the proposed capital structure of the Company are set out below.
Proposed Capital Structure

Number of
Shares

Percentage of
Total Shares

Promoter Shares

15,000,000

31%

Seed capital Shares

4,000,000

8%

Shares to be issued pursuant to the Offer

30,000,000

61%

Total Shares on Issue (Post-Offer)

49,000,000

100%

Market Capitalisation based on full take up of Offer at Issue price

$9,800,000

There are no options on issue, or agreed to be granted, to take up Shares in the Company. However the Company has adopted
an Employee Share Option Plan but at the date of this Prospectus has not issued any options pursuant to it – refer Section 11.2.
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1.4 Company Objectives

Mount Finnerty

The Company’s overall objectives are to:

The Mount Finnerty project area covers an area of
approximately 235 km2 and is located approximately 120
kilometres west of Kalgoorlie along a lightly explored,
narrow, NNW-trending tract of an Archaean greenstone
belt.

•

Deliver Shareholder wealth through targeting and
mining of high-grade gold deposits that contain a
high proportion of ounces per vertical metre.

•

Actively pursue the potential for mineral
commodities other than gold within the Company’s
tenements.

•

Undertake best practice exploration to ensure
expeditious and cost-effective discovery and
development of targets.

•

Conduct operations in a safe and environmentally
responsible manner, offer employment to those
living in proximity to exploration and development
projects, and respect indigenous culture and
promote social and economic development of
indigenous peoples.

1.5

Overview of Projects

The project area comprises one granted exploration licence,
five exploration licence applications and three prospecting
licence applications.

The Company’s operations consist of two exploration
projects, referred to as Comet Vale and Mount Finnerty,
located in the Eastern Goldfields region of Western
Australia. The Company is entitled to a 100% interest in all
tenements of the two projects. The location of these projects
is shown on the map in figure 1.1 below.
Comet Vale Project
The Comet Vale project is located approximately 100 km
north of Kalgoorlie and covers an area of approximately 168
km2 surrounding the historic Comet Vale gold mining
centre. It encompasses the historically significant Sand
Queen-Gladsome gold mine and several less substantial
gold workings.
The project area comprises three granted mining leases,
eight mining lease applications, one granted prospecting
licence (subject to conversion), one prospecting licence
application, one granted exploration licence (subject to
conversion) and one exploration licence application.

Figure 1.1 Project locations, Western Australia

5

Reed Resources Ltd

1.6 Website – Electronic Prospectus
A copy of this Prospectus can be downloaded from the
website of Reed Resources at www.reedresources.com.
There is no facility for online Applications. Any person
accessing the electronic version of this Prospectus for the
purposes of making an investment in the Company must
be an Australian resident and must only access the
Prospectus from within Australia.
The Corporations Act prohibits any person passing on to
another person an Application Form unless it is attached to
a hard copy of this Prospectus or it accompanies the
complete and unaltered version of this Prospectus. The
Company will not accept an Application if it has reason to
believe that the Applicant did not receive an Application
Form attached to, or accompanied by, a complete and
unaltered version of this Prospectus in hard or electronic
form. Any person may obtain a hard copy of this
Prospectus (together with the Application Form) free of
charge by contacting the Company or Bell Potter Securities
Limited.

1.7 Inquiries
Contact details of the Company and Bell Potter Securities
Limited are set forth in the Corporate Directory on page 1
of this Prospectus.
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SECTION 2– Tenement Prospectivity
Investment Highlights
Sand Queen shaft and sub-level up-hole retreat
mining, offers the most viable option for mining the
Sand George main lode. This option has the added
advantage that any remnant ore in the Sand Queen
mine, south of the shaft, and at the Sand King mine,
could also be accessed in the process of exploiting
the Sand George deposit.

Reed Resources represents an opportunity for investors to
become a part of an existing gold exploration company
focusing upon the discovery and development of highgrade lode gold deposits with the possibility of diversity
into other mineral commodities and opportunities.
Key highlights of this opportunity to invest in Reed
Resources are as follows:
•

Exploration activities, initially, focussing on two
prime exploration projects: a relatively advanced
project at Comet Vale, about 100 km north of
Kalgoorlie, and an exploration project at Mount
Finnerty, about 120 km west of Kalgoorlie.
Management have carefully conceived and costed
exploration programs designed to realise the
potential of both projects in a prudent and efficient
manner.

•

The Comet Vale project is centred on the Sand
Queen Gold Mine and the adjacent Gladsome Gold
Mine which have historically produced gold at a
high grade. Prior to David Reed’s involvement in
this project little of the previous exploration had
systematically explored for repetitions of the high
grade Comet Vale lode that had been mined in the
Sand Queen and Gladsome workings.

•

Exploration at Comet Vale has already identified an
estimated 210,000 tonnes of mineralisation
averaging about 8.7 g/t Au at the Sand George
prospect. This includes an Inferred Mineral
Resource of 85,500 tonnes at an average grade of
14.2 g/t Au (39,060 oz) (refer to Section 2.5 of the
Independent Geologist’s Report (Section 6).

•

Comet Vale gold exploration will focus on
expanding the current Sand George resource and
raising its status to a minable ore reserve,
investigating the potential for additional resources
between Sand Queen and Sand George, and testing
prospective ground to the south of Sand George.

•

A conceptual mining study completed in 2001
indicates that underground access using the existing
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•

The Mount Finnerty project encompasses an area
that is prospective for high-grade lode gold deposits
and for banded iron formation-hosted iron ore
mineralisation, similar to the iron ore deposits at
Koolyanobbing that are currently being exploited by
Portman Ltd some 60km west of the Mount
Finnerty project. Gold exploration will focus
initially on identifying geological controls on gold
mineralisation in the area and developing
exploration targeting criteria for application to
further surface exploration and follow-up drilling.

•

The Comet Vale project area includes about 5 km of
the Walter Williams Formation which is the bedrock for the nickel-cobalt laterite deposits being
exploited at the Cawse mine. The lateritic weathered
profile over this formation at Comet Vale has the
potential to host significant tonnages of nickel and
cobalt. Preliminary approaches have been received
to either joint venture or purchase the nickel laterite
rights within the Reed Resources project area.

•

An experienced management team led by David
Reed who has a life-long experience in publicly
listed exploration and mining companies, and
equity capital markets.

Reed Resources Ltd

Details of theSECTION
Offer 3
3.1 Description of the Offer

3.4 How to Apply for Shares

By this Prospectus, the Company is inviting investors to
apply to subscribe for 30,000,000 Shares at an issue price of
$0.20 per Share, payable in full on application to raise
$6,000,000.

Applications can only be made by completing and lodging
an Application Form accompanying this Prospectus in
accordance with the instructions set out on the back of an
Application Form.

All of the Shares issued under this Prospectus will rank
equally with the Shares on issue at the date of this
Prospectus. For further description of the rights attaching
to the Shares please refer to Section 11.1 of this Prospectus.

The minimum Application is 10,000 Shares ($2,000).
Applications for more than 10,000 Shares must be in
integral multiples of 1,000 Shares.
Since the Closing Date may be changed at the Company’s
discretion without notice, Applicants are advised to lodge
their Application Forms as early as possible.

3.2 Minimum Subsciption
The minimum subscription under this Prospectus is
$6,000,000 and the Offer is fully underwritten by the
Underwriter.

Follow the steps below if you wish to subscribe for Shares
pursuant to this Prospectus.
STEP 1. Obtain a copy of the Application Form
accompanying this Prospectus

3.3 Purpose of the Offer
The Directors intend to use the proceeds of $6,000,000 from
the Offer as follows:
Item

STEP 2. Follow the instructions on the Application
Form

$’000

STEP 3. Forward your completed Application Form,
together with your cheque (made payable to
"Reed Resources Ltd – Share Account" and
crossed "Not Negotiable"), to:

Comet Vale
– exploration expenditure
– capital expenditure

2,700
200

Bell Potter Securities Limited
Level 37
Exchange Plaza
2 The Esplanade
Perth WA 6000

Mount Finnerty
– exploration expenditure
Working Capital
Issue Costs
Total

1,600
1,000
500
6,000

3.5 Allotment of Shares
The Company will not process any Application received
until the expiry of the Exposure Period. The allotment of
Shares will take place as soon as practicable after the
Closing Date. Prior to the allotment of Shares pursuant to
this Prospectus, all Application Monies shall be held by the
Company on trust in a bank account established solely for
this purpose. The Company, irrespective of whether the
allotment of Shares takes place, will retain any interest
earned on the Application Monies.

The Company’s actual expenditure program will depend
on analysis and assessment of information from the
exploration program as it progresses, the prospectivitiy
and performance of the tenements, and opportunities and
developments in the mining industry and otherwise that
may arise.
The Directors are satisfied that upon completion of the
Offer the Company will have sufficient working capital to
enable it to achieve its stated objectives in this Prospectus.
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3.8 Underwriting of the Offer

The Directors, after consultation with the Underwriter,
reserve the right to allot Shares in full for any Application
or to allot any lesser number or to decline any Application.

Bell Potter Securities Limited has agreed to underwrite and
manage the Offer on the terms of the Underwriting
Agreement. Details of the Underwriting Agreement are
summarised in Section 10. The Underwriter has reserved
the right to enter into subunderwriting arrangements.

Applicants must not assume the Shares they apply for, or
any number of Shares, will be issued to them in response to
their Application. Before dealing in any Shares, or
proposing to do so, Applicants must satisfy themselves as
to their actual Shareholding.

Shares to be allocated with respect to any shortfall in
subscriptions will be made in accordance with the
directions of the Underwriter.

Where the number of Shares allotted is less than the
number applied for, the surplus Application Monies will be
returned by cheque within fourteen (14) days of the
Closing Date. Where no allotment is made, the amount
tendered on Application will be returned in full by cheque
within fourteen (14) days of the Closing Date. Interest will
not be paid on monies refunded.

3.9 Risks
Prospective investors should be aware that subscribing for
the Shares involves a number of risks. Some of these risks
are set out in Section 9. Investors are urged to consider
these risk factors carefully before deciding whether to
invest in the Company.

3.6 ASX Listing
Application for admission of the Company to the Official
List of the ASX and for permission for the Shares the subject
of this Prospectus, and for existing Shares, to be granted
Official Quotation, will be made within 7 days after the
date of this Prospectus. If permission is not granted for the
Company to be admitted to the Official List of the ASX and
for such Shares to be granted Official Quotation before the
expiry of 3 months after the date of this Prospectus, then all
Application Monies received pursuant to this Prospectus
will be repaid in accordance with the Corporations Act,
without interest. The granting of such permission by the
ASX should not be taken in any way as an indication of the
merits of the Issue or the Company and its operations.

3.10 CHESS System
The Company will apply to be admitted to participate in
the Clearing House Electronic Subregister System
("CHESS") in accordance with the Listing Rules and the
Securities Clearing House Business Rules. On admission to
CHESS, the Company will operate an electronic issuersponsored subregister and an electronic CHESS
subregister. The two subregisters together will make up the
company’s principal register of securities.
The Company will not issue certificates to investors.
Instead, investors who elect to hold their Shares on the
issuer-sponsored subregister will be provided with a
holding statement (similar to a bank account statement)
which sets out the number of Shares allotted to each
investor under this Prospectus. For investors that elect to
hold their Shares on the CHESS subregister, the Company
will, on allotment, issue an advice to investors that sets out
the number of Shares allotted to the investor under this
Prospectus and at the end of the month following the
allotment, CHESS (acting on behalf of the Company) will
provide investors with a holding statement that confirms
the number of Shares allotted.

3.7 Restricted Security Provisions
It is expected that the ASX will classify at least certain of the
Shares already on issue as Restricted Securities. If the ASX
does so, then the holders of those Restricted Securities may
not be able to transfer effective ownership or control of
those Restricted Securities for a period, in certain cases
possibly up to two years from the date of Official Quotation
of the Securities, without obtaining the ASX’s consent.
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3.12 Overseas Shareholders

A holding statement (whether issued by CHESS or the
Company) will also provide details of an investor’s Holder
Identification Number (in the case of a holding on the
CHESS subregister) or Shareholder Reference Number (in
the case of a holding on the issuer sponsored subregister).
Following distribution of these initial holding statements to
all investors, a holding statement will only routinely be
provided to an investor at the end of any subsequent
month during which the balance of the investor’s holding
of Shares changes.

The distribution of this Prospectus and the subscription for
Shares pursuant to it in jurisdictions outside of Australia
may be restricted by law in those jurisdictions. The
Prospectus does not constitute an offer in any place in
which, or to any person to whom, it would not be lawful to
make such an offer or invitation.
Residents of countries outside Australia should consult
their professional advisers as to whether any governmental
or other consents are required or whether any formalities
need to be observed should they wish to make Application
to take up Shares on the basis of this Prospectus.

Existing Shareholders will, following Official Quotation of
existing Shares by ASX (other than Shares designated by
ASX as restricted securities) receive holding statements in
the Company to replace the Share certificates currently
held by them.

3.13 Privacy Act
By completing an Application, investors will be providing
personal information to the Company (directly or via the
share registry). The Company collects holds and will use
that information to assess the Application, and for
successful Applications, service Shareholder needs,
communications and related administration. The
information may also be disclosed to persons inspecting
the register, bidders for securities in the context of
takeovers, regulatory bodies, authorised securities brokers,
print service providers, mail houses and the Company’s
share registry activities generally.

3.11 Tax File Number
An applicant is not obliged to quote his or her Tax File
Number ("TFN"). However, in cases where no TFN is
quoted, the Company must deduct tax from any dividends
payable (to the extent that they are not franked) at the top
personal marginal tax rate plus Medicare levy.
There are special rules to the quotation or non-quotation of
TFN’s applying to different categories of Applicants such
as non-residents of Australia, tax exempt bodies, joint
holders and other special categories. Applications by
individuals, companies, partnerships and trustees,
amongst others, are largely unaffected by any special rules
and therefore may quote a TFN by simply completing the
TFN details on the Application Form.

Shareholders can access, correct and update the personal
information that the Company holds on them by
contacting the Company or the share registry.
Collection, maintenance and disclosure of certain personal
information is governed by legislation including the
Privacy Act 1988, the Corporations Act and certain rules
applicable to ASX listed securities. If Applicants do not
provide the information required on the Application Form,
the Company may not be able to accept or process the
Application.

The above does not purport to be an exhaustive statement
of the law relating to TFN’s and is provided as a guide only.
If you are in any doubt, you should consult your
professional adviser.

Reed Resources Prospectus 2002
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SECTION
Company and
Project 4Review
the Mount Finnerty project in the Southern Cross province
in Western Australia. Comet Vale is one of the oldest gold
mining areas in the Eastern Goldfields and is a project with
previous significant lode gold production, known gold
resources and well-defined exploration targets. In contrast,
Mount Finnerty is a less advanced exploration project
encompassing an area that has potential for high grade
gold deposits and a history of gold production from small,
high grade gold lodes.

4.1 Background and History
Reed Resources was incorporated on 20 December 2001
and subsequently acquired the rights to two exploration
projects, generally referred to as Comet Vale and Mount
Finnerty, located in the Eastern Goldfields region of
Western Australia.
Reed Resources operates the Comet Vale project while
Mount Finnerty Pty Ltd, a company for which Reed
Resources is entitled to be a 100% owner, operates the
Mount Finnerty project.

Although gold is the prime exploration target, any
opportunity to expand the Company’s mineral portfolio
will be actively pursued. At Comet Vale, this includes
exploration for a potential lateritic nickel-cobalt resource
within a residual lateritic profile between and along strike
from known resources. At Mount Finnerty, the Company
will explore the potential of banded iron formations for
iron ore deposits similar to those currently being mined at
Koolyanobbing.

Figure 4.1 Proposed Group Structure
New Shareholders

Existing Shareholders
39%

61%
Reed Resources Ltd

Sections 4.4 and 4.5 outline the geology at each of the
projects and Section 4.6 details the proposed exploration
programs for each project.

100%
Mount Finnerty Pty Ltd

David Reed, Executive Chairman of Reed Resources, in the
last three years since acquiring the rights to the tenements,
has incurred expenditure in excess of $660,000 mostly on
the Comet Vale project. Chris Reed, Finance Director of
Reed Resources, similarly, has had significant involvement
with the Mount Finnerty project since personally acquiring
the rights to these tenements (subsequently agreed to be
transferred to Mount Finnerty Pty Ltd in April 2002).

4.3 Reed Resources Group –
Operational Overview
As indicated in Sections 1.5, 4.1 and 4.2, the Company has
rights to two exploration projects at Comet Vale and at
Mount Finnerty. Comet Vale is traversed by the sealed
Kalgoorlie–Wiluna Highway, and numerous pre-existing
station and mineral exploration tracks provide ready access
to the project tenements. Mount Finnerty is accessed 50 km
along the unsealed Mount Walton road that meets the
Great Eastern Highway at Boorabbin approximately 90 km
east of Southern Cross. Numerous pre-existing station and
mineral exploration tracks provide access to most areas
within the project tenements.

It is the Company’s intention to utilize the Board’s and
associated parties’ experience with respect to these projects
to ensure the exploitation of their potential.

4.2 Objectives and Strategies of
Reed Resources

Project Tenements

The Company’s principal objective is to strategically
undertake mineral exploration leading to discovery and
mining of high-grade lode gold deposits.

A complete tenement listing of the Comet Vale and Mount
Finnerty projects is provided in the Independent
Geologist’s Report in Section 6.

Exploration will focus on a limited number of prime targets
with the emphasis, initially, on two exploration projects: the
Comet Vale project in the Eastern Goldfields province and

As at the date of this Prospectus, title to the tenements is
currently registered in the names of David Reed, Destra
Corporation Ltd or Chris Reed pending their formal
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4.4 Geology and Mining

assignment and transfer to the Company and Mount
Finnerty Pty Ltd, which are in the course of being attended
to.

4.4.1

Comet Vale

The Comet Vale project is within the Ora Banda
tectonostratigraphic domain in the Kalgoorlie Terrane of
the Archaean Yilgarn Craton. Comet Vale is within a
narrow, NNW-SSE trending greenstone belt of ultramafic
and mafic volcanic rocks along the eastern margin of the
Ora Banda Domain and close to the Menzies-Bardoc Shear
which forms the domain boundary. This arm of the Ora
Banda Domain forms the eastern limb of the regional
Goongarrie-Mount Pleasant Anticline and has been
intruded by the late stage Comet Vale Monzogranite which
is on the northern boundary of the Comet Vale project. The
Ora Banda Domain is one of the major gold producing
regions in the Eastern Goldfields. It includes the Mount
Pleasant, Grants Patch, Ora Banda and Siberia gold mining
centres which are on the western limb and in the nose of the
Goongarrie-Mount Pleasant Anticline.

Also, certain tenements (or applications) of the Comet Vale
and Mount Finnerty projects, in addition to requisite
Mining Act approvals, need resolution of native title
claims.
The Independent Geologist’s Report in Section 6 and the
Solicitor’s Report in Section 7 provide details with respect
to each of the tenements, the area of the tenements, the
registered tenement holder, and status of tenement transfer
to the Company (or Mount Finnerty Pty Ltd).
Comet Vale – Proposed Development
A conceptual mining study undertaken in 2001,
investigated various options for mining of the C1 lode at
the Sand George prospect. These included open pit mining
of near-surface mineralisation and underground mining of
the bulk of the lode using sub-level benching or cut and fill
stoping with underground access from a decline, from a
shaft or from the Sand Queen workings.

Outcrop in the Comet Vale area generally is sparse and
covered by residual and transported regolith. Ultramafic
rocks in the eastern part of the project (Walter Williams
Formation and Siberia Komatiite) are covered by a variably
truncated residual lateritic profile. In the western part of
the project which is most prospective for gold the lateritic
profile has mostly been removed and the underlying
basaltic rocks now covered by a thin transported layer of
aeolian sand.

Based on limited geological data, open pit mining of near
surface lodes to a depth of about 32 metres appears to be
marginal and further drilling is necessary to establish
whether or not a viable open pit minable resource of
sufficient tonnage and grade exists.
A comparison of the three options for underground access
and mining indicates that the existing shaft access and sublevel up-hole retreat mining offers the most viable option,
provided that the Sand Queen shaft can be successfully dewatered and refurbished and that the existing floor pillars
to mine levels 1, 2 and 3 are competent. The Sand Queen
No 3 Level south of the shaft would then be extended a
further 250-300 metres to the south to Sand George, via
Sand King. This option has the added advantage of
potential for recovery of any remnant ore that may be
remaining in the Sand Queen mine, south of the shaft, and
in the Sand King mine.

Total recorded historical production from mines within the
Comet Vale tenements is in excess of 184,000 oz of gold
(5,734 Kg) most of which is from the Sand QueenGladsome mine (Table 4.1). There is the possibility for an
additional 41,800 oz of gold in potential resources,
including about 39,000 oz at the recently discovered Sand
George prospect and about 2,800 oz. at Coonega. There are
no identified lateritic nickel-cobalt resources but Comet
Vale is between and along strike from two known resources
of nickel in laterite at Goongarie Hill to the south and
Highway prospect to the north.

The presently defined resource at Comet Vale is too small
for a stand-alone treatment plant and the Company expects
that processing will need to be by batch toll treatment at
a treatment plant that is compatible with the Comet Vale
ore.

4.4.2

Mount Finnerty

The Mount Finnerty project covers a large area of the
NNW-SSE trending, Archaean Watt Hills greenstone belt
which is the southern extension of the Marda Complex, on
the eastern edge of the Southern Cross province of the
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Table 4.1 Historical recorded production from mines within the Comet Vale tenements
Mine

Period

Production
(oz Au)

Production
(kg Au)

Ore processed
(tonnes)

Average grade
(g/t Au)

Sand Queen and
Gladsome mines

1904-1919
1928-1938

167,302
14,583

5,203.1
453.5

205,705
42,772

25.3
10.6

Sub-total
Sand King
Sand Prince
Lady Margaret
Lady Mack

1904-1938
Unknown
Unknown
Unknown
Unknown

181,885
30.33
12.24
2,284
168

5,656.62
0.94
0.38
71.03
5.22

248,476
36
95.5
7,006
375

22.8
26.2
4.0
12.62
13.9

184,379.57

5,734.2

255,988.5

N/A

TOTAL

Early photo of Sand Queen Mine Comet Vale
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4.5 Description of Projects

Yilgarn Craton. The greenstone belt is bounded to the east
and west by Archaean granitoids and gneisses and tapers
from about 8 km wide in the north to about 1 km at the
southern end of the project.

4.5.1

Comet Vale

Repetition of the Comet Vale lode is the principal
exploration target at Comet Vale and recent exploration by
David Reed has confirmed the view that the structure
which hosts the Comet Vale lode extends for about 1 km
along strike to the south of the Sand Queen shaft and may
continue for another 2 km further south. North of the Sand
Queen-Gladsome mine, the host rocks were disrupted
during intrusion of the Comet Vale Monzogranite and the
Comet Vale lode structure has not been effectively
identified in this area. Tenements on the eastern side of the
project are potentially along strike from the Goongarrie
gold mining centre which is about 10 km to the south and
in rocks similar to those in the Mount Pleasant, Grants
Patch and Ora Banda districts.

Outcrop in the Mount Finnerty area generally is confined to
banded iron formation (BIF) ridges with the remainder of
the project area covered by a residual lateritic profile and
transported regolith of variable thickness. Towards the
south, much of the lateritic profile has been removed with
more extensive outcrop exposed on low ridges but still
with widespread transported regolith as alluvium.
There are several small gold mines throughout the
greenstone belt, including some workings within the
project area, but there is no known gold production from
within the Mount Finnerty tenements and there are no
known gold resources. There has been no recorded
exploration for iron ore within the project area and no
known resources, although there is an estimated 2.5 millon
tonnes of iron ore mineralisation grading about 60.5% Fe
(based on limited sampling) at Mount Walton about 8 km
north of the Mount Finnerty tenements.

Project highlights can be divided into seven priority
targets:
•
•
•

Sand Queen mine
Sand King mine
Sand George prospect

Peter Collins logging RAB samples near Jaurdi Homestead, Mount Finnerty Project.
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•
•
•
•

There is limited potential for remnant ore north of the Sand
Queen shaft and below 3 Level, hence there is no
exploration planned for these parts of the mine unless
planned exploration indicates a southerly plunge to the
Comet Vale lode.

Sand Prince prospect
Comet Vale south prospect
Comet Vale north prospect
Lateritic nickel prospect

Sand King mine
Sand King is an accessible old mine about 180 m south of
the Sand Queen shaft and the Sand King shaft is about 60m
south of the south end of Level 3 drive at the Sand Queen

Peter Paterson,
Project
Geologist
Sand Queen mine
The old Sand Queen and Gladsome mines were established
on a major, N-S to NNW-SSE trending lode structure, the
Comet Vale lode. Records indicate that the mine workings
extend for about 420 m along the strike of the lode and to a
maximum vertical depth of about 240 metres (figures 4.2
and 4.3). Old mine plans indicate that there has been only
limited stoping of the Comet Vale lode to the south of the
Sand Queen shaft, between Levels 1 and 3. There is only
one shallow drill hole into this part of the Comet Vale lode
and that was drilled close to the Sand Queen shaft. This
drill hole (CVRC1) intersected 2m at 15 g/t Au before
entering a stope at a depth of 66 metres.
The section of the Comet Vale lode south of the Sand Queen
shaft therefore has potential for a small resource of remnant
ore that may be accessible from mine Levels 2 and 3. This
would require de-watering of the Sand Queen-Gladsome
mine to Level 3 and refurbishment of the Sand Queen shaft
and Level 3 to the south of the shaft once a potentially
minable resource is established.

Figure 4.2 Sand George prospect along strike from the Comet
Vale lode mined in the Sand Queen-Gladsome mines.
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Independent Geologist’s Report (Section 6), this includes an
Inferred Mineral Resource of 85,500 tonnes at a grade of 14.2
g/t Au (39,060 ounces gold) in the C1 component of the main
Sand George lode and is likely to be able to support the
Indicated category of resource where continuity can be
assumed, that is between 13,150N to 13,225N. Better results
from the RC drilling program at Sand George are 7 metres at
12.6 g/t Au in DRC24, 3 metres at 23.4 g/t Au in DRC61, 3
metres at 18.9 g/t Au in DRC62, 7 metres at 16.5 g/t Au in
DRC68 and 3 metres at 27.6 g/t Au in DRC69.

mine (figures 4.2 and 4.3). Limited mapping and sampling
indicates a bulbous quartz reef that has potential for depth
and lateral extensions. There has been no previous drilling
specifically to test this lode and no follow-up drilling of an
intersection of 5 metres at 8.1 g/t in DRC7, also in a quartz
reef adjacent to Sand King. If re-opening of the Sand Queen
mine to Level 3 proves to be viable then this could also be
used for underground access to the Sand King mine.
Sand George prospect
Sand George is 250-400 m south of the Sand Queen shaft
(figure 4.2) and is the most advanced target within the
Comet Vale tenements.

The shallowest drill intersection is 25-30 metres below
surface, hence there is potential for a small open pit resource
above the present level of drilling but this remains to be
tested. The deepest drill intersection is about 130 metres
vertically below surface and the deposit is open at depth
(figure 4.4). Along strike to the north and south, the Sand
George lodes appear to be dislocated by faults but the

Sand George was discovered in 2000 during an RC drilling
program. Follow-up exploration during 2000 indicates that
the Sand George deposit consists of a number of west dipping,
parallel lodes with a combined total tonnage estimated to be
about 210,000 tonnes. As outlined in Section 2.5.1 of the

Figure 4.3 Isometric view (from the southeast) of the Sand George lodes in a similar structural orientation to the Sand QueenGladsome workings.
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current drilling is not sufficiently close-spaced to determine
the orientation and affect of such faults on the lateral extent
of the main lode. Infill drilling of the Sand George deposit is
now required to further refine the resource and for
geological, metallurgical and geotechnical investigations
prior to development of a mining plan.
The main Sand George lode may be a repetition of the
Comet Vale lode that was mined in the Sand QueenGladsome mine. Both lodes contain gold plus base metals
(Zn, Pb, Cu), they are at a similar structural position close
to the basalt-ultramafic boundary (figures 4.2 and 4.4) and
are associated with porphyry dykes that have intruded the
host basaltic rocks. The Comet Vale lode at the Sand QueenGladsome mine was apparently dominated by a single lode
but RC drilling to date indicates that Sand George has one
dominant lode as well as a series of sub-parallel lodes.

George
Compton –
Consulting
Geologist after
whom the Sand
George Prospect
is named.

Figure 4.4 Cross-section through the Sand George main lode (C1 component).
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Deep drilling is required at Sand George to test the
potential at depth for merging of the lodes into a single
lode, for depth extensions to the existing lodes and for
additional parallel lodes.
Sand Prince prospect
The 2000 RC drilling program that discovered Sand George
also established continuity of the Comet Vale lode structure
over a strike length of about 800 metres from Sand King to
the southern boundary of M29/52. Eight fences of RC drill
holes were drilled across strike at 100 m intervals with the
southern most fence of holes extended to 200 metres. Each
fence of drill holes intersected a gold lode at a structural
position equivalent to the Comet Vale lode structure (figure
4.5). The best results, apart from the intersections at Sand
George, are on the southern most line of RC holes (at
12600N) with an intersection of 3 metres at 12.0 g/t Au in
DRC55.

Diamond drilling at Comet Vale, 1999 (DDH CV11)

The Sand Prince mine which is located about 800 metres
south of the Sand Queen shaft is at a structural position that
is consistent with the Comet Vale lode structure. Previous
drilling by Minplex and Ashton Gold was not encouraging
but this may be attributed to displacement of the Comet
Vale structure by cross faulting interpreted from ground
magnetic survey data. A fence of drill holes at 12800N,
across the north edge of the Sand Prince workings,
confirmed the presence of the Comet Vale lode structure
with intersections of 4 metres at 1.6 g/t Au in DRC48 and 2
metres at 2.5 g/t Au in DRC49.

the Comet Vale lode structure is continuous to the south
(figure 4.6). The 2000 RC drilling program has traced the
Comet Vale lode structure up to the southern boundary of
M29/52 and there is no evidence to suggest that this
prospective structure will not continue to the south at the
same structural position.

This high priority exploration target is considered by the
Company to have significant potential for additional high
grade lode deposits of similar dimensions and grade either
to the Comet Vale lode as worked in the Sand QueenGladsome mine or to the Sand George deposit. Infill and
‘deep’ drilling is required to fully evaluate this section of
the Comet Vale lode structure, particularly at the old Sand
Prince mine and the high grade intersection close to the
southern boundary of M29/52.
Comet Vale south prospect
This high priority exploration target covers the interpreted
extension of the Comet Vale lode structure from the
southern boundary of M29/52 through M29/233
(application).
There has been no previous systematic exploration south of
M29/52 but aeromagnetic and ground magnetic survey
data indicates that the basaltic rock formation that is host to
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The Company considers there to be reasonable potential for
repetition of the Comet Vale lode along the 2 km of
untested strike length of the inferred extension of the
Comet Vale lode structure but this will require testing by an
extensive drilling program.

strike extensions and depth extensions of high grade shoots
has not been fully evaluated.
Although this area has been widely covered by previous
RAB drilling and localised RC drilling, the geology and
structure have not been accurately defined and a thorough
geological interpretation is required, based on previous
drilling in the area and a structural interpretation of ground
magnetic survey data.

Comet Vale north prospect
The prospective ground to the north and northwest of the
Sand Queen-Gladsome mine includes three sub-parallel,
NW-SE trending structures that have known gold
mineralisation (Happy Jack and Lake View shears and the
Lady Mack-Lady Margaret line). However, the geology in
this area appears to have been disrupted during the
forceful emplacement of the Comet Vale Monzogranite
stock which may have caused structural dislocations of the
host rocks and consequently of any northern extension of
the Comet Vale lode structure.

Lateritic nickel prospect
The Comet Vale tenements include about 5 km strike
length of the Walter Williams Formation which is the
source of lateritic nickel-cobalt deposits elsewhere in the
Menzies greenstone belt. Aeromagnetic and ground
magnetic survey data indicate that a nickel-enriched
cumulate-textured member within the Walter Williams
Formation can be traced from Heron Resources’ extensive
Goongarrie prospects to the south of Comet Vale through
the project area to Golden State Resources’ Highway
prospect to the north (north of the Comet Vale
Monzogranite).

The old Coonega mine, on line with the Happy Jack shear,
has an Inferred Mineral Resource of 26,350 tonnes at a
grade of 3.34 g/t Au for about 2,830 oz of gold. As indicated
in Section 2.5.2 of the Independent Geologist’s Report
(Section 6), much of this resource would most likely
support an Indicated Classification. There has been no
geological modelling of this lode and the potential for

During previous exploration at Comet Vale, several RC
drill holes intersected rocks of the Walter Williams
Formation but there is only one drill hole through the

Figure 4.5 Longitudinal projection of RC drill hole intersections of the Comet vale lode structure to the south of the Sand
Queen-Gladsome mine.
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There has been no systematic assessment of the lateritic
profile above the cumulate-textured unit for enrichment of
nickel and cobalt but the Company considers there to be
potential for substantial deposits of laterite-hosted Ni-Co
mineralisation because of the high grade intercepts in two
RC drill holes and its position between and along strike
from two significant lateritic Ni-Co resources.

lateritic profile. This hole (ELC5), which was drilled as part
of Sand Queen Gold Mine’s gold exploration program,
intersected 8 metres at 1.48 % Ni from a depth of 13 metres.
Re-sampling of part of this interval has confirmed a high
grade intersection of 5 metres at 2.2 % Ni and 0.11 % Co
from 14 metres. Published results from a drill hole on an
adjoining tenement (P29/1684) have reported an
intersection of 1.04 % Ni and 0.31 % Co over 14 m from a
depth of 34 metres.

4.5.2

Mount Finnerty

The Mount Finnerty project area comprises nine tenements
covering about 45 km of strike length of the southern part
of the Watt Hills greenstone belt from near Mount Walton
in the north to Mt Walter in the south. The Company’s
interest in this area stems from the high grade lode gold
deposit at the Little Nipper mine (not held by the
Company) which reputedly produced 5,596 ounces of gold
from 241 tonnes of ore processed and from some recent
high grade gold intersections in RC drilling by the Mount
Finnerty Joint Venture (Dune Resources NL, Arimco NL
and Goldfields Ltd) at its Flinders and Tasman prospects in
the north of the Mount Finnerty project.
Although there are several small historic gold mines, some
on high-grade lode deposits, the Watt Hills greenstone belt
has only been relatively lightly explored. Previous
exploration has established widespread gold-in-soil
anomalies, mostly along two major NNW-SSE trending
zones which are sub-parallel to the regional trend of the
greenstone belt and referred to as the Tasman-Flinders zone
and Bakers-Forrest zone. Previous drilling by the Mount
Finnerty Joint Venture of some of the more prominent
anomalies has established the gold potential of the two
anomalous zones but several other gold-in-soil anomalies
remain untested. The area is blanketed by a residual laterite
cover and there does not appear to have been any
modelling of geological, geochemical and geophysical data
to determine geological controls on the localisation of the
soil anomalies and high grade drill intersections.
The Company considers the Mount Finnerty project to be
prospective for high grade lode gold deposits and three
areas have been identified as priority targets :
•
•
•

Figure 4.6 Gold mines and lodes at Comet Vale superimposed
on TMI ground magnetics (plan view). The yellow-red band
coincides with the Western part of the Walter Williams
Formation.

Tasman-Flinders zone
Bakers-Forrest zone
Boucher-Ryans Find zone

In addition to the key gold targets, the tenements have
potential for iron ore mineralisation in a prominent ridge of
banded iron formation that extends from the northern
boundary of the tenements to south of Mount Finnerty.
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Figure 4.7 Three-dimensional view (from south-west) showing the position of Sand George in relation to the Sand QueenGladstone workings, superimposed on a 3-D image of TMI ground magnetics.
Little is known about an occurrence of manganese on the
southwest flank of Watt Hill, adjacent to banded iron
formation, but this could be readily included in an iron ore
exploration program.

and several with intersections in excess of 10 g/t Au over
intervals of 1 to 5 metres. The best intersection is 9 m at 98.4
g/t Au, including 3 m at 285.3 g/t Au, in MF023 at the
Flinders prospect.

Tasman-Flinders zone

Previous exploration has confirmed the potential of this
area for high grade gold deposits but a thorough
evaluation of the geological controls on high grade
intersections at Flinders and Tasman, particularly the
regolith stratigraphy and underlying geology (interpreted
from aeromagnetic data), is required to develop more
effective targeting criteria.

The Tasman-Flinders zone is on the eastern flank of the
greenstone belt and is underlain by an intercalated mafic to
felsic volcanic and sedimentary sequence. It consists of an 8
km long gold-in-soil anomaly and other less pronounced
anomalies in the southeast. This zone may extend to the
King prospect near Jaurdi Siding in which case the
anomalous zone has a strike length of the order of 25-30 km.
The main geochemical anomaly is divided into the Flinders
prospect (north end) and the Tasman prospect (south end).
Both prospects have been tested by RAB and RC drilling,
with 46 RC holes recording significant gold intersections

Bakers-Forrest zone
The Bakers-Forrest zone is on the western flank of the
greenstone belt and is underlain by predominantly
metamorphosed ultramafic to mafic volcanic and intrusive
rocks. There are a number of gold-in-soil anomalies (eg,
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The Company considers that the Mt Finnerty project has a
reasonable potential for BIF-hosted iron ore deposits,
mostly between Mt Walton and Mt Finnerty, similar to that
currently being mined at Koolyanobbing some 60 km west
of the Mt Finnerty project.

Giles and Forrest prospects) along a NNW-SSE trend that is
sub-parallel to the regional trend of the greenstone belt.
Some of the anomalies have been tested by RAB and RC
drilling, which has confirmed the presence of anomalous
bedrock gold along this zone.
As with the Flinders and Tasman prospects, a better
understanding of the geological controls (regolith
stratigraphy and underlying geology) on gold intersections
in RC drill holes at the Giles and Forrest prospects is
needed to develop effective geological and geochemical
targeting criteria for application elsewhere within the
Bakers-Forrest zone.
Boucher-Ryans Find zone
The Boucher-Ryans Find zone encompasses the ground on
the western flank of the greenstone belt at the southern end
of the Mt Finnerty project area, mostly within E15/621.
This target area includes the high grade lode gold deposits
at Little Nipper and Boucher and it may extend to the north
beyond Jaurdi homestead and link up with the BakersForrest zone.

Chris Reed inspecting manganese ore on a stockpile
alongside a prospectors pit at Mt.Watt

Unlike the other zones, this area has a truncated regolith
profile with only a thin but extensive cover of transported
regolith. A number of gold-in-soil anomalies were
identified during regional exploration in 2000-2001 but
subsequent RAB drilling did not detect a potential source
for the soil anomalies. This may be attributed to limited
dispersion of soil within a gently undulating erosional
regime and further geological modelling and soil
geochemical surveys are needed to define more precise
drill targets.

4.6 Exploration Programs for
Projects
The Comet Vale and Mount Finnerty projects each have a
demonstrated potential for high grade lode gold deposits,
in keeping with the company’s exploration objectives, but
with markedly different levels of assuredness which
reflects the different stages of exploration progress at each
project.

Mt Finnerty-Mt Walton Iron Ore

Comet Vale is at a relatively advanced stage of exploration
with identified resources and well-established exploration
targets. However, the project area also has sufficient
unexplored ground for the further discovery of high-grade
lodes.

The Watt Hills greenstone belt has a central spine of banded
iron formation (BIF) that extends through the project area.
The BIF is possibly the southern extension of BIFs in the
adjoining Marda complex where substantial iron ore
deposits have been established (eg, Bungalbin, Mount
Jackson and Windarling). There is no known record of
exploration for iron ore within the Mt Finnerty project but
grades of 59-62% Fe have been recorded from a deposit of
iron ore northwest of Mt Walton. This deposit is not within
the Mount Finnerty tenements but it does demonstrate the
potential for hematite enrichment of BIF in this area.

Mount Finnerty covers a large area of the relatively lesser
explored Watt Hills greenstone belt but much of it is
covered by an extensive lateritic weathered profile.
Previous mining and exploration confirms the potential of
this area for high-grade gold lodes in keeping with the
Company’s objectives.
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4.6.1

of the project will focus on establishing the geological
position of this area in relation to the Goongarrie mining
centre and identifying geological-geophysical-geochemical
targets for follow-up drilling. In addition, the potential for
lateritic nickel-cobalt in residual regolith above a nickelenriched cumulate-textured member within the Walter
Williams Formation will be fully evaluated.

Comet Vale

Recent exploration at Comet Vale has traced the Comet
Vale lode structure for at least 1 km south of the Sand
Queen-Gladsome mine and the discovery of Sand George
has confirmed the potential for repetition of the Comet Vale
lode along this structure.
The principal objectives of the Company’s gold exploration
at Comet Vale are:
•

To increase the tonnage of the resource at Sand
George and raise its status from a mineral resource
to a minable Ore Reserve.

•

To test the Comet Vale lode structure to the south of
Sand George for repetitions of the Sand QueenGladsome and Sand George lodes, over a strike
length of about 2.5 km.

•

To test stratigraphically and structurally favourable
positions in the geologically complex ground to the
north of the Sand Queen-Gladsome mine for
repetitions of the Comet Vale lode.

•

To test the Sand Queen lode south of the Sand
Queen shaft, and the adjacent Sand King mine, for
remnant ore to a depth of about 100 m (equivalent to
No 3 Level at Sand Queen).

All drilling and other results from the current and previous
exploration programs will be incorporated into a multilayer digital data base for geological modelling, target
definition and, where appropriate, resource evaluation.
Exploration at Sand George will focus on grid-based infill
RC drilling of the main lodes to increase the tonnage of the
resource and to raise its status to a minable ore reserve.
Diamond drilling will be undertaken to test for depth
extensions of the Sand George lodes and for additional
lodes at depth. The principal objective is to establish a
minable ore reserve and to devise a mining plan for Sand
George before the end of 2003.
Exploration of the southern extension of the Comet Vale
lode structure (south of Sand George) will be based on an
extensive infill RC drilling program. This will test for
repetition of the Comet Vale lode along the Comet Vale
structure, including a re-assessment of the old Sand Prince
mine and testing of the high grade intersection on the
southern boundary of M29/52. Exploration of the untested
portion of the interpreted extension of the Comet Vale lode
structure to the south of M29/52 will require grid-line
based RC drilling. This will be used initially to confirm the
position of the Comet Vale structure over its projected 2 km

Other targets to be actively pursued, include gold lodes in
WNW-ESE trending cross structures such as at Coonega
and the Lady Margaret-Lady Mack line and in NW-SE
trending structures intersecting structures parallel to the
Comet Vale lode structure such as interpreted at Sand
Prince West. Exploration of tenements on the eastern side

Table 4.2 - Summary Exploration Budgets and Exploration Commitments for the Comet Vale and Mount Finnerty projects
(rounded to $’00)
Project

Comet Vale

Annual exploration commitment

Mount Finnerty

Total

$354,200

$126,500

$480,700

Year 1 (2002/2003)

$1,227,700

$858,500

$2,086,200

Year 2 (2003/2004)

$1,262,800

$687,400

$1,950,100

$2,490,500

$1,545,900

$4,036,300

$445,000

–

$445,000

$2,935,500

$1, 545,900

$4,481,300

Project Sub-total
Sand Queen mine de-watering
Project Total

(2002/2003)1

Note:
1. Expenditure in relation to the Sand Queen mine dewatering includes approximately $200,000 of capital expenditure.
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which can be used to identify geological and geochemical
targets in structurally favourable positions for follow-up
drilling. This will make use of existing geochemical and
drilling data but the Company will need to acquire a GIS
data base, a regolith-landform map and full aeromagnetic
coverage of the entire project. The digital data base will
then be used to evaluate geological controls on high-grade
drill intersections such as at the Flinders and Tasman
prospects and to develop geological, geochemical and
geophysical targeting criteria for application elsewhere
within the project area.

strike length through M29/233 followed by closer spaced
drilling to test high grade intersections and structurally
favourable sites.
At the Sand Queen mine, a close-spaced RC drilling
program is planned to test for any remnants of the Comet
Vale lode 30-100 metres south of the Sand Queen shaft and
to the depth of No 3 Level (about 100 metres below
surface). At the Sand King mine, a program of
underground surveying, geological mapping and
sampling and surface RC drilling is planned to test for any
remnant ore also to a depth of about 100 metres although
this could be extended pending favourable drilling results.
The principal objective is to establish additional minable
ore between the Sand Queen shaft and Sand George, to
support development of No 3 Level to Sand George.

Gold exploration will then focus, initially, on previously
untested gold-in-soil geochemical anomalies that are
coincident with structurally favourable positions along the
Tasman-Flinders and Bakers-Giles zones with additional
RAB and RC drilling, as required. The same principles will
be applied to gold exploration at the southern end of the
Mount Finnerty project, where the residual laterite cover is
less extensive.

If the surface-based exploration establishes a potentially
viable resource at Sand Queen and Sand King and dewatering of the Sand Queen shaft to No 3 Level is
successful then development of the Sand George is
contemplated from No 3 Level at the Sand Queen mine (as
indicated in Section 4.3). This would require
refurbishment of the Sand Queen shaft and of No 3 Level
south of the shaft and then extending No 3 Level 50-60
metres to the Sand King lode position. The No 3 Level
would then be extended a further 250-300 metres to the
south to Sand George. This development would provide
underground access for additional exploratory drilling
and for geological, geotechnical and metallurgical
investigations of the Comet Vale lode at the south end of
Sand Queen, of remnant ore at Sand King and of the main
Sand George lode in preparation for a mining feasibility
study and commencement of mining at the earliest
opportunity.

Exploration of the potential of the Mount Finnerty
tenements for iron enrichment within banded iron
formations will require geological mapping, geochemical
sampling and interpretation of geophysical (aeromagnetic)
survey data to identify targets for RC drilling.
4.6.3

The Comet Vale and Mount Finnerty projects may be
expected to have a variety of environmental impacts
during the exploration phase. The Company intends to
conduct its activities in an environmentally responsible
manner and to have adequate systems in place for
management of its environmental obligations in
accordance with applicable legislation.

Lateritic nickel exploration of the prospective horizon
within the Walter Williams Formation will be based,
initially, on wide-spaced pattern RC drilling with follow-up
RC drilling on a closer-spaced grid pattern. Drilling results
will be assessed using geological modelling for estimation
of any mineral resource.
4.6.2

Environmental Management

4.7 Native Title
The Solicitor’s Report in Section 7 contains an analysis of
the status of Native Title claims with respect to the
tenements and tenement applications.
Agreement in relation to native title has been reached with
the Maduwongga Peoples regarding their claim covering
Comet Vale – refer Section 10.3. Based on this experience
and the progress of negotiations to date with respect to the
other outstanding native title claims, the Company is
confident that it will be able to reach satisfactory resolution
with respect to these claims in a timely manner and within
reasonably acceptable terms.

Mount Finnerty

Previous exploration of the Mount Finnerty tenements has
resulted in a wealth of data but this needs to be
amalgamated into an integrated data base. Therefore, a
substantial portion of the first year budget is allocated to
the development of a computerised, multi-layer,
geological, geochemical, geophysical and GIS data base
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SECTION 5and Corporate Governance
Directors, Management
5.1 Directors and Management
The Directors of the Company at the date of this Prospectus
are:

Mr David
John Reed
FCPA
(Age 56)

Mr Christopher
John Reed
B.Com ASA
(Age 29)

(Executive
Chairman)

(Executive
Director Finance)
Chris has over eleven years experience in the mineral
exploration and mining industry. He has accumulated
experience in the area of exploration at the New
Celebration Gold mine for Newcrest and diamond/RC
drilling for Glindemann and Kitching.

David was born, raised and educated in Kalgoorlie,
commenced working in his father’s sharebroking company
in 1963 and graduated in accountancy in 1965. He left
Kalgoorlie for Perth in 1985 becoming Chairman of Eyres
Reed Limited, the stockbroking firm that celebrated its
centenary in 1996 having commenced in Coolgardie in
1896. CIBC World Markets acquired the Eyres Reed
stockbroking business in 1997 and disposed of their retail
broking operation in 2001. In April this year David was
awarded the highest accolade for Rotarians, the ‘Service
above Self’ award, for his contributions to Rotary and the
community.

Chris holds a Bachelor of Commerce in Accounting from
the University of Notre Dame. His financial experience
ranges from accounting and company secretarial
administration to controllership and treasury.
Chris spent almost 2 years with UBS Group holding the
positions of Company Secretary and Chief Financial Officer
of their non-bank financial institution and general
insurance underwriting operations. Chris has also held
positions with, and gained valuable business experience in,
the legal, stockbroking, investment banking and chartered
accounting industries.

David has extensive public company experience having sat
as Chairman of several listed exploration companies.
David has a long history in the gold mining industry,
including Chairman of Fund Raising for the Australian
Prospectors and Miners Hall of Fame, one of the founders
and current session Chairman of the Diggers and Dealers
Forum in Kalgoorlie, and a past Secretary of the
Amalgamated Prospectors and Leaseholders Association.
David Reed has been involved in the gold industry over his
entire career from prospector, to share broker, to public
company director and chairman.
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5.2 Corporate Governance and
Management Structure
5.2.1

Corporate Governance

The Company’s main corporate governance policies and
practices are outlined below.
(a)

The Board of Directors
The Company’s Board of Directors is responsible for
corporate governance of the Company. The Board
will guide management in the development of
strategies for the Company, set and review the
Company’s strategic objectives and monitor the
performance of the Company against those
objectives. The overall goals of the corporate
governance process are to:

Dr Peter Lionel
Fleury Collins
BSc(Hons)(Tas),
PhD(Tas),
MAIG
(Age 52)
(Non-Executive
Director)

• deliver corporate and operational performance
against objectives set;
• drive shareholder value;
• assure a prudential and ethical base to the
Company’s conduct and activities; and
• ensure compliance with the Company’s legal
and regulatory obligations.

Peter has over 25 years experience as a geologist in
Tasmania and Western Australia.
After graduating from the University of Tasmania in 1973,
Peter joined the Tasmanian Geological Survey as an
economic geologist and during this time he completed his
PhD on the Cleveland Tin mine in western Tasmania. As
the Geological Survey’s tin-tungsten commodity specialist
much of his work required the planning, supervision and
interpretation of a number of diamond drilling projects for
resource assessment and for exploration of specific targets.

Consistent with these goals, the Board assumes the
following responsibilities:
• developing initiatives for profit and asset
growth;
• reviewing the corporate, commercial and
financial performance of the Company on a
regular basis;
• acting on behalf of, and being accountable to, the
Company’s shareholders;
• identifying business risks and implementing
actions to manage those risks; and
• developing and effecting management and
corporate systems to assure quality sound
corporate performance.

In 1987, Peter joined Curtin University of Technology,
lecturing in economic geology, ore geochemistry, geological
mapping
and
remote
sensing
geology.
He
has been actively involved in the investigation of a
wide range of mineral deposit types including
mesothermal and regolith-hosted gold deposits,
volcanogenic massive sulphide deposits, sediment-hosted
base metal deposits, BIF-hosted iron ore deposits and rare
metal pegmatites throughout Western Australia.
Recently, Peter was responsible for the planning and
management of the exploration program that resulted in
the discovery of the Sand George deposit at Comet Vale. He
brings to the Board considerable experience in quality
geological investigations, perceived to be necessary for the
intensive exploration required to achieve the Company’s
exploration objectives.

The Company is committed to the circulation of relevant
materials to Directors in a timely manner to facilitate
Directors’ participation in Board discussions on a fully
informed basis.
(b)

Composition of the Board
Election of Board members is substantially the
province of the Company’s shareholders in general
meeting. However, subject thereto, the Company
commits to the following principles:

In addition the Company has the benefit of the experience
of Peter Paterson and George Compton as consulting
geologists.
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The Board as a whole will investigate and
recommend candidates for appointment as external
auditors of the Company and from time to time will
review the scope, performance and fees of its
external auditors.

• a Board comprising Directors with a blend of
skills, experience and attributes appropriate for
the Company and its business;
• the principal criterion for the appointment of
new Directors being their ability to add value to
the Company and its business.

(e)

No formal nomination committee or procedures have been
adopted for the identification, appointment and review of
Board membership, but an informal assessment process,
facilitated by the Executive Chairman, has been committed
to by the Board.
(c)

The Company presently does not have a separately
constituted audit committee as it is not presently of
a size, or its affairs of such complexity, to warrant
such a committee. All matters capable of delegation
to such a committee are presently dealt with by the
full Board.

Independent Professional Advice
(f)

Subject to the Chairman’s prior approval (not to be
unreasonably withheld) Directors, at the
Company’s expense, may obtain independent
professional advice on issues arising in the course of
their duties.
(d)

Audit Committee

Identification and Management of Risk
The Board’s collective experience will enable
accurate identification of the principal risks which
may affect the Company’s business. Management
of these risks will be discussed by the Board at
periodic strategic planning meetings. In addition,
key operational risks and their management, will
be recurring items for deliberation at Board
meetings.

Remuneration Arrangements
The remuneration of an executive director will be
decided by the Board, without the affected executive
director participating in that decision making
process.

(g)

Ethical Standards
The Board is committed to the establishment and
maintenance of appropriate ethical standards to
underpin the Company’s operations and corporate
practices.

The maximum remuneration of non-executive
Directors is the subject of shareholder resolution in
accordance with the Company’s Constitution, the
Corporations Act and the ASX Listing Rules, as
applicable. The apportionment of non-executive
Director remuneration within that maximum will be
made by the Board having regard to the inputs and
value to the Company of the respective
contributions of each non-executive Director.

5.2.2

Management Structure

The Company is committed to evolving management
structures and reporting procedures that are
commensurate with its business objectives.
The Company’s organisational structuring is to be based on
the principle of minimising hierarchical layers of
management, encouraging effective communication and
the assumption of a personal involvement in the success of
the business by personnel at all levels.

The Board may award additional remuneration to
non-executive Directors called upon to perform
extra services or make special exertions on behalf of
the Company.
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6 Report
Independent SECTION
Geologist’s

87 Colin Street, West Perth, WA 6005
PO Box 77, West Perth, WA 6872
Tel: (61 8) 9481 6690 Fax: (61 8) 9322 2576
E-mail: snowden@snowdenau.com
http://www.snowdenau.com
10 April 2002

The Directors
Reed Resources Limited
706 Murray Street
WEST PERTH WA 6005

Dear Sirs

INDEPENDENT GEOLOGIST’S REPORT AND VALUATION OF THE MINERAL ASSETS OF REED RESOURCES LTD
At your request Snowden Mining Industry Consultants ("Snowden") has prepared an Independent Geologist’s Report and
Valuation of Reed Resources Limited’s ("Reed Resources") Comet Vale and Mt Finnerty mineral exploration projects located
in the Eastern Goldfields region of Western Australia. It is Snowden’s understanding that this report will be included in a
Prospectus to be lodged with the Australian Securities and Investments Commission ("ASIC"). The purpose of the Prospectus
is to offer for subscription 30 million ordinary shares at an issue price of $0.20 per share to raise a total of $6 million before
costs of the issue to fund the future assessment of the projects.
The objective of this report is to present for each project a geological description, an outline of previous mining and exploration
work, an opinion on the exploration potential of the projects and on the proposed costed exploration programs for the next
two years and a market valuation.
Snowden has based its assessment of Reed Resources Comet Vale and Mt Finnerty projects on a site visit to both project areas
and also on information provided by Reed Resources and its consultants, technical reports by previous tenement holders,
published documents by the Geological Survey of Western Australia, company prospectus’ and annual reports. A listing of the
documents referenced is provided at the end of this report. Consents have been sought from Reed Resources consultants to
include technical information and opinions expressed by them. None of the other entities referred to in this report have
consented to their inclusion in this Prospectus and have only been referred to in the context of reporting material fact.
Snowden has satisfied itself that all material information in the possession of Reed Resources and its consultants has been fully
disclosed to Snowden. A draft version of this report was provided to the directors of Reed Resources for comment in respect
of omission and factual accuracy.
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Reed Resources entitlement to the tenements contained within the two project areas referred to in this report is subject to two
agreements. Snowden has been advised that acquisition of the tenements contained within the Comet Vale project area will
be satisfied by the issue of 11,892,113 fully paid ordinary shares in Reed Resources to the vendor, Mr David Reed. MTAB Pty
Ltd (controlled by David Reed) will also be entitled to a royalty of 2% from the gross proceeds received from the sale of any
gold produced from within the project area and a 2% net smelter return from the sale of any other minerals produced. The
tenements contained within the Mt Finnerty project area are to be owned by Mount Finnerty Pty Ltd. Acquisition of these
tenements will be satisfied by the issue of 3,107,884 fully paid ordinary shares in Reed Resources to the vendor of Mount
Finnerty Pty Ltd in exchange for the transfer of 100% of the share capital of Mount Finnerty Pty Ltd to Reed Resources.
MF Royalty Pty Ltd (controlled by Christopher Reed) will also be entitled to a royalty of 2% from the gross proceeds received
from the sale of any gold produced from within the project area, $0.25/tonne (CPI indexed) for any iron ore extracted and a
2% net smelter return from the sale of any other minerals produced.
The current ownership status and standing of the tenements within each project area is dealt with in a separate Solicitor’s
Report in section 7 of this Prospectus. Snowden has not independently verified ownership and current standing of the
tenements and is not qualified to make legal representations in this regard. Rather we have relied upon information provided
by Reed Resources, its tenement consultant, Mineral Tenement Services, and on independent tenement searches undertaken
through the Tengraph system of the Western Australian Department of Mineral and Petroleum Resources. Snowden has
prepared this report on the understanding that all Reed Resources tenements are currently in good standing and that there is
no cause to doubt the eventual granting of all tenement applications.
Snowden has not attempted to establish the legal status of tenements within each project area with respect to Native Title
claims or potential environmental and access restrictions. Again this matter is dealt with in the Solicitor’s Report in this
Prospectus.
The proposed exploration programs developed by the management and consultants of Reed Resources and reviewed by
Snowden have been designed to realise the potential of the projects in a prudent and efficient manner. The exploration
programs currently planned by Reed Resources on each of their project areas amount to $2,086,211 in Year 1 and $2,395,110 in
Year 2 following their equity raising. We note that these amounts are sufficient to meet the minimum expenditure obligations
for each tenement as specified by the Department of Mineral and Petroleum Resources.
From Snowden’s assessment of the Comet Vale and Mt Finnerty project areas, it is our opinion that the projects are of merit,
are worthy of further exploration and that the exploration programs proposed over the respective projects have been carefully
conceived and costed. Snowden cautions, however, that the proposed exploration programs may change in Year 2 from that
currently stated and will be dependent on the results from the Year 1 program.
Reed Resources planned commitment of $4,481,321 to the exploration and evaluation of the projects represents about 80% of
the funds proposed to be raised by Reed Resources after costs of the issue and satisfies the requirement of ASX Listing Rule
1.3.3 (b).
Snowden has based its valuation of Reed Resources mineral assets as at 25 March 2002. The values assigned to its assets are
in Australian dollars unless otherwise specified.
This report has been prepared in accordance with the Australasian Institute of Mining and Metallurgy’s (AusIMM) Code and
Guidelines for Assessment and Valuation of Mineral Assets and Mineral Securities for Independent Experts Reports (the
VALMIN Code) and Code for Reporting of Mineral Resources and Ore Reserves (the JORC Code).
Snowden is a firm providing specialist mining industry consultancy services in the fields of geology, exploration, resource
estimation, mining engineering, geotechnical engineering, risk assessment, mining information technology and corporate
services including independent expert reports and mineral asset valuations. The company, which operates from offices in
Perth, Kalgoorlie, Brisbane, Johannesburg and Vancouver has prepared independent technical reports and valuations on a
variety of mineral commodities in many countries.
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The Snowden personnel responsible for the compilation of this report are:
Mr Philip Retter BAppSc (Hons), MAIG, MGSA (Author) is a professional geologist with 17 years experience including 10
years mining and exploration experience in Australia and 7 years as an independent consultant based in Jakarta, Indonesia.
Mr Retter joined Snowden in July 1996 as the General Manager of the Jakarta office is currently the Manager of Snowden
Corporate in Perth. He has been involved in independent reviews and valuations of precious and base metal projects
throughout Australia and SE Asia. Mr Retter is a Member of the Australian Institute of Geoscientists ("AIG") and has the
appropriate relevant qualifications, experience and competence to be considered a "Competent Person" as defined in the JORC
and VALMIN Code.
Dr Philip Snowden BSc (Hons), PhD, FAusIMM, MAIG (Reviewer) is a professional geologist with 29 years experience in the
minerals industry including 10 years lecturing in geology in Southern Africa, 6 years with Anglo American Gold and Uranium
Division in South Africa and 14 years as an independent geological consultant based in Perth. Dr Snowden is Managing
Director of Snowden, a Fellow of the AusIMM and a Member of the AIG. Dr Snowden has undertaken numerous independent
reviews and valuations of exploration and mining projects throughout Australia, Africa and SE Asia. The author has the
appropriate relevant qualifications, experience and competence to be considered an "Expert" under the definitions provided
in the VALMIN Code and a "Competent Person" as defined in the JORC Code.
Neither Snowden nor those involved in the preparation of this report have any material interest in Reed Resources or in the
mineral properties considered in this report. Snowden is remunerated for this report by way of a professional fee determined
according to a standard schedule of rates which is not contingent on the outcome of this report.
Snowden has given and has not before lodgement of the prospectus with ASIC withdrawn its written consent to being named
as author of this report and to the inclusion of this in the Prospectus by Reed Resources.

Yours faithfully

Mr P C Retter B AppSc (Hons), MAIG

Dr P A Snowden BSc (Hons), D Phil, MAIG, FAusIMM, CPGeo

Manager Corporate Services

Principal Geologist and Managing Director
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1.0 INTRODUCTION
Reed Resources Limited ("Reed Resources") has acquired the rights to two exploration projects, referred to as Comet Vale and
Mt Finnerty, located in the Eastern Goldfields region of Western Australia (Figure 2.1).
The Comet Vale project area is located approximately 100 km north of Kalgoorlie and covers an area of 168 km2 surrounding
the historic Comet Vale gold mining centre. The sealed Goldfields Highway traverses the project area and numerous preexisting station and mineral exploration tracks provide ready access to all the project tenements.
The Mt Finnerty project area covers an area of 235 km2 located approximately 120 kilometres west of Kalgoorlie along a lightly
explored narrow, NNW-trending tract of Archaean greenstone. The project area is accessed 50 km along the unsealed Mt Walton
road which meets the Great Eastern Highway at Boorabin approximately 90 km east of Southern Cross. Numerous station and
mineral exploration tracks provide access to most areas within the project tenements.

2.0 COMET VALE PROJECT
2.1

INTRODUCTION

The Comet Vale project area (Figure 2.2) encompasses the historically significant Sand Queen-Gladsome
gold mine and several groups of less substantial gold workings. The project area currently comprises three granted mining
leases, eight mining lease applications, one granted prospecting licence, one prospecting licence application, one granted
exploration licence and one exploration licence applications (Table 2.1).
Table 2.1
Comet Vale Project Tenements
Tenement

Area

Registered Holder

E29/163

1 sub-block

Destra Corporation Ltd

E29/502

55 sub-block

David John REED

GML29/6196

3.5765 ha

David John REED

M29/197
M29/198
M29/199
M29/200
M29/201
M29/232
M29/233
M29/235
M29/35

581.4 ha
446.4 ha
247.3 ha
55.7 ha
34.2 ha
297.0 ha
547.0 ha
133 ha
2.4285 ha

Destra Corporation Ltd
Destra Corporation Ltd
Destra Corporation Ltd
Destra Corporation Ltd
Destra Corporation Ltd
Destra Corporation Ltd
Destra Corporation Ltd
Destra Corporation Ltd
David John REED

M29/52

100.2 ha

David John REED

P29/1374

135.0 ha

Destra Corporation Ltd

P29/1764

95.0 ha

Reed Resources Ltd

Status
Current (expired
4 Aug 1998)
Application
Current (expires
31 Dec 2002)
Application
Application
Application
Application
Application
Application
Application
Application
Current (expires
27 Jan 2008)
Current (expires
17 May 2009)
Current
(expired 2 Sep 1995)
Application

Comments
Pending conversion to
M29/235
Net area of tenement
is 142.5 km2

Former E29/163
Former E29/163
Former E29/163
Former E29/163
Former E29/163
Former E29/163
Former E29/163
Former E29/163

Pending conversion to
M29/235

Snowden has been advised that acquisition of the tenements contained within the Comet Vale project area will be satisfied by
the issue of 11,892,113 fully paid ordinary shares in Reed Resources to the vendor, Mr David Reed. MTAB Pty Ltd (controlled
by David Reed) will also be entitled to a royalty of 2% from the gross proceeds received from the sale of any gold produced
from within the project area and a 2% net smelter return from the sale of any other minerals produced.
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Figure 2.1 Regional geological map of the Eastern Goldfields showing the locations of
Reed Resources project areas
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Figure 2.2 Comet Vale project - tenement plan
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2.2

GEOLOGICAL SETTING

The Comet Vale project area is located near the eastern margin of the Ora Banda Domain of the NNW-trending Archaean
Norseman-Wiluna greenstone belt. The Ora Banda Domain is a wedge-shaped succession of Archaean mafic-ultramafic
igneous and metasedimentary rocks bounded to the east by the regional-scale Bardoc Tectonic Zone and to the west by the
Zulieka Shear.
The project area covers a portion of a narrow (1 to 5 km wide), NNW-trending greenstone belt interpreted as the overturned
eastern limb of the regional scale Goongarrie – Mt Pleasant anticline. The Goongarrie Monzogranite occupies the core of the
anticline and comes into contact with this greenstone belt in the west of the project area (Figure 2.3). The small circular Comet
Vale Monzogranite stock, located to the immediate north of the project area, has forcefully intruded the greenstone belt.
The Comet Vale lode hosts the gold mineralisation at the historic Sand Queen and Gladsome gold mines within the project
area. The lode is contained within amphibolites of the basal Missouri Basalt immediately adjacent (within 20 to 40 m) to a subparallel footwall contact with serpentinized and talc-carbonate altered ultramafic intrusive rocks of the Walter Williams
Formation (Holla, 2001). Further east, the Walter Williams Formation is overlain by a thick sequence of komatiitic flows of the
Siberia Komatiite.
Outcrop is sparse within the predominantly flat project area. The Missouri Basalt is blanketed by up to 4 m of aeolian sand
deposits and in places a thin layer of lateritic gravel. Extensive laterite and silcrete profiles are developed over the Walter
Williams Formation and Siberia Komatiite which form a series of low-lying ridges.
The arcuate N to NNW-trending Comet Vale lode was historically exploited from the Sand Queen shaft and the Gladsome
shaft some 200 m to the north. The dip of the quartz lode is variable, ranging from near vertical at the surface to about 65o to
the WSW in the lower levels of the Gladsome mine. At the Sand Queen mine, the lode ranges in thickness from <0.5 m to 5.4
m and was worked over a strike length of 350 m and to a vertical depth of 240 m (6 level). Locally, rolls (shallowing of dip)
and breaks (stringer zones) in the lode affected the width and grade of the gold mineralisation. Several narrow (1–8 m wide),
variably deformed and altered intrusive porphyry sills within the Missouri Basalt were encountered in the mine workings
either adjacent to or hosting the lode.
The sheared, quartz-rich Comet Vale lode contains variable proportions of biotite and amphibole group minerals with minor
amounts of pyrite, pyrrhotite, sphalerite, galena, arsenopyrite, chalcopyrite and scheelite. The nature and distribution of the
gold within the lode is currently unknown. Biotite-carbonate alteration characterises the margins of the lode within the
Missouri Basalt and porphyry sills.
Most of the 181,885 oz of recorded gold production was from a bulge in the Main lode in the upper levels of the mine between
the Sand Queen and Gladsome shafts. The average grade of the Sand Queen mine was about 26 g/t Au and 19 g/t Au for the
Gladsome mine. The Main lode narrows to less than 0.3 m to the south of the Sand Queen mine and terminates as a series of
stringers to the north of the Gladsome mine (Holla, 2001). Mineralised lode intersections from several diamond drill holes
below and along strike of the mine were typically in the order of 0.25 to 0.3 m in thickness.
The incidence of the apparent high-grade bulge in the Main lode has been a matter of considerable interest. The bulge is
thought to have resulted from the Comet Vale lode coalescing with one of the subsidiary lodes or shears (possibly the Western
lode) or from a structural compartment developed between two cross-cutting faults. Two orthogonal fracture sets have been
interpreted from magnetic, geological and drill hole data, comprising a dominant NW-trending set with an apparent sinistral
movement and a NE-trending set that has slightly offset or kinked the gold bearing lodes (Holla, 2001, (Figure 2.4).
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Figure 2.3 Comet Vale project – interpreted geology (modified after GSWA)
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Figure 2.4 Comet Vale project – interpreted geology and drill hole collar locations
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At least two other sub-parallel lodes have been inferred from zones of shearing observed in the drill core and are sometimes
associated with low-grade gold mineralisation. They are referred to as the Eastern lode, located 20 to 30 m east of the Main
lode, and the less well-defined Western lode, which occurs at the northern and southern end of the Main lode (Holla, 2001).
An unnamed lode located further west is not usually associated with any significant gold mineralisation.
The Sand King mine workings, located along the immediate strike extent of the Comet Vale lode south of the Sand Queen shaft
(Figure 2.4), produced 30.33 oz of gold from 36 tonnes of ore treated. The Sand Prince workings, 800 m south of the Sand
Queen shaft, are most likely located along the southern continuation of the Comet Vale lode host structure. Historical
production amounted to 12.24 oz from 95.5 t of treated ore. Little is known of the Sand Prince West workings, which may be
hosted along a further sub-parallel lode to the west.
North of the Sand Queen-Gladsome mine, the aeromagnetic data suggests that the Missouri Basalt and Walter Williams
Formation have been deflected to the NW and the Siberia Komatiite towards the NE along the southern margin of the late
tectonic Comet Vale Monzogranite intrusion (Collins, 2001a). The structural fabric here is dominated by WNW-trending faults
and shears that sub-parallel the monzogranite contact and host several of the smaller gold deposits in the Comet Vale district
including the Lake View, Happy Jack, Lady Margaret, Lady Mack and Coonega deposits (Figure 2.3). The latter three are
contained within Reed Resources Comet Vale project area. There is no information regarding the structural setting of the
Meriola mine workings which are located 200 m north of the Gladsome shaft.
Aberfoyle Resources Ltd (Boyd, 1986) interpreted three possible WNW-trending structures in the north of the Comet Vale
project area, viz. the Happy Jack shear which hosts the Happy Jack and Coonega mines, the Lake View shear which hosts the
Lake View mine and a less well defined shear which hosts the Lady Margaret and Lady Mack mines and possibly extends
towards the Meriola mine.
2.3

MINING HISTORY

Gold was initially discovered at the Coonega mine in 1897, but it was not until 1904 that the substantial gold deposit at the
Sand Queen-Gladsome mine was discovered (Compton, 1998).
Detailed descriptive information on the historical mining activities at Comet Vale is incomplete. It is understood that 181,885
oz of gold was recovered from 248,476 tonnes of processed ore at an average grade of 22.8 g/t Au from the Sand QueenGladsome mine (Mein, 2001). Of this, a total of 167,302 oz Au was produced from 205,705 tonnes of ore at an average recovered
grade of 25.3 g/t Au between 1904 and 1919, when the mine was closed due to flooding. Production was mainly from Levels
1 to 4.
The mine was dewatered between 1925 and 1926 and reopened in 1928. Prior to its closure in 1938, a further 14,583 oz of gold
was produced from 42,772 tonnes of ore at an average recovered grade of 10.6 g/t Au mainly from Levels 5 and 6.
There is no specific production data for the Meriola mine, which was most likely grouped with the production data from the
Sand Queen-Gladsome mine.
Small parcels of open pit and underground ore were recovered from the Sand Queen mine on an intermittent basis up until
1983. A vat leaching operation by Golconda Minerals NL re-treated the mine tailings between 1986 and 1988.
The underground mine workings are presently flooded to a depth of about 25 m below the surface.
2.4

PREVIOUS EXPLORATION

Most of the previous exploration work carried out within the Comet Vale project area concentrated on evaluating the Comet
Vale lode and the neighbouring mine workings.
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2.4.1

Summary of previous exploration work

WA Department of Mines
Four surface and six underground diamond drill holes were completed in 1935 and 1936 in an endeavour to locate extensions
or additional parallel lodes to the Comet Vale lode. No significant (>1 g/t Au) gold intersections were encountered.
Western Mining Corporation Holdings Ltd
Western Mining explored the ultramafic succession to the east of the Comet Vale lode for nickel mineralisation between 1965
and 1966. There is no record of the results from their exploration work.
The Minplex Group
Between 1970 and 1985, the Comet Vale project area was explored by Minplex Resources Pty Ltd on behalf of a consortium
comprising Valiant Consolidated Ltd, Queen Margaret Gold Mines NL and Spargos Exploration NL. During this period an
airborne and ground magnetics survey was carried out along with 251 RAB and 10 RC drill holes (RC1-10).
Aberfoyle Resources Ltd
Aberfoyle carried out a program of geochemical sampling, RAB drilling (abandoned after 7 holes) and RC drilling (PCV1-29)
between 1986 and 1988 over the projected extensions of the Comet Vale lode and along the Happy Jack and Lake View shears.
BP Minerals Australia Pty Ltd
Exploration work by BP Minerals involved RAB and RC drill testing of the Lady Mack mine and its strike extensions. There
is no record of this exploration work.
Conex Australia NL
Conex explored a group of Mineral Claims surrounding the Lady Margaret and Lady Mack historic gold workings during the
mid-1980’s. A total of 21 RAB holes were drilled.
Delta Gold NL/BP Minerals Australia Pty Ltd
During the mid-1980’s, Delta Gold and joint venture partner BP Minerals drilled 94 RAB holes over several Prospecting
Licences to the west of the project area (south of Coonega) and north-east of the main Comet Vale mine leases. Delta Gold also
completed a further 19 follow-up RAB holes (CVR1 19).
Hill Minerals NL
Hill Minerals evaluated the Coonega mine workings between 1985 and 1988 and completed 32 RC drill holes and 1 diamond
drill hole.
Valiant Consolidated Ltd
Between 1988 and 1989 and 1991 to 1993, Valiant completed 6 diamond drill holes (CV1-6) and 5 wedges to evaluate the main
Comet Vale lode in the vicinity of the Sand Queen-Gladsome mine.
Ashton Gold (WA) Ltd
Between 1989 and 1991, Ashton explored the Comet Vale lode at the Sand Queen-Gladsome mine and completed a ground
magnetics and geochemical survey, 8 RC holes (CVRC1-8) and 1 deep diamond drill hole (CV7).
Destra Corporation Ltd (formerly Ehyou.com Ltd, Richfield Resources NL, Sand Queen Gold Mines NL and Bamboo Gold
Ltd)
Between 1993 and 1998, Destra Corporation Ltd completed 115 RAB holes (CVRAB1-115) in the north of the project area, 148
RAB holes (SQ1-148) surrounding the Coonega deposit, 6 RC holes (JRC1-6) over the Coonega East gold workings to the
north-east of the Sand Queen mine, 6 RC holes (BSC1-6) along the projected southern extensions of the Comet Vale lode, 39
RC drill holes (GRC1-39) to the north and south of the Sand Prince West mine workings, 13 RC drill holes (ELC1–14) over Sand
Queen East gold-in-soil anomaly, 1 diamond hole evaluating southerly plunge of Comet Vale lode (CV8) and 1 RC and 2
diamond drill holes at Coonega.
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Mr David Reed
In September 1998, Mr David Reed acquired Destra Corporation’s 100% interest in the Comet Vale project for $100,000.
Exploration work has concentrated on defining extensions or repetitions to the Sand Queen-Gladsome mine. Two diamond
and 69 RC drill holes were completed culminating in the discovery of a small gold resource at the Sand George prospect
located 300 m south of the Sand Queen shaft.
2.4.2

Summary of exploration results

Comet Vale lode (GML29/6196, M29/52 and M29/233)
Sand Queen – Gladsome mine
To date, a total of ten diamond drill holes and an additional five wedges have unsuccessfully tested the depth and strike
extensions of the Sand Queen–Gladsome mine returning at best two narrow intercepts of high grade gold mineralisation
below the historic mine workings. The decreasing ounces per vertical metre at depth, as evident in the mine records, combined
with the results from the deep diamond drilling program has in effect downgraded the depth potential of the Sand
Queen–Gladsome mine. The possibility of a southerly plunge component to the high-grade lode mineralisation has not been
fully investigated by drilling to date. Only one diamond hole (CV8) has unsuccessfully tested the potential southern plunge
of the lode.
The results from the diamond drill holes completed at the Sand Queen–Gladsome mine are summarised in Table 2.2.
Five RC holes completed by Ashton Gold above Level 2 of the mine did indicate the potential for high-grade remnant or halo
gold mineralisation about the Comet Vale lode (Table 2.3). Sandfill contamination was noted by Ashton in holes CVRC 2 and
3. This was overcome by re-sampling sieved RC chips from the footwall of the lode (Rugless, 1991), the results of which are
reflected in Table 2.3.
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Table 2.2
Sand Queen–Gladsome mine – summary of diamond drill hole intersections
Hole No.

Company

CV1

Valiant

Down hole
depth (m)
325.7-329.6

CV1-Wedge 1

Valiant

326.6-328.7

CV1-Wedge 2

Valiant

323.95-324.2

CV1-Wedge 3

Valiant

343.1-343.7
323.25-323.5

CV2

Valiant

337.80-338.3

CV2-Wedge 1

Valiant

337.55-337.8
343.85-344.1

CV2-Wedge 2

Valiant

333.35-334.1

CV3

Valiant

155.5-156.5

CV4

Valiant

119.25-120.5

CV5

Valiant

135.25-135.5

CV6

Valiant

49.8-50.1
50.7-50.95
104.50-104.75

CV7

Ashton Gold

529.02-531.38

CV8

Sand Queen
Gold Mines

73.41-73.84

Reed

39.0-40.0

No assay >1 g/t
Au
No assay >1 g/t
Au
0.25 m @ 21.54
g/t Au
No assay data
0.25 m @ 2.24 g/t
Au
0.50 m @ 1.18 g/t
Au
0.25 m @ 16.35
g/t Au
0.25 m @ 5.26
g/t Au
No assay >1
g/t Au
No assay >1
g/t Au
No assay >1
g/t Au
0.25 m @ 2.86
g/t Au
0.30 m @ 3.27
g/t Au
0.25 m @ 4.16
g/t Au
0.25 m @ 1.12
g/t Au
No assay >1
g/t Au

Sheared and altered amphibolite;
60 m below 6 level, Sand Queen mine.
Quartz veining; 50 m below 6 level
Sand Queen mine.
Altered schist with 10 cm quartz vein;
40 m below 6 level Sand Queen mine.
‘Eastern lode’
Altered schist with 10 cm quartz vein;
30 m below 6 level Sand Queen mine.
Altered schist; 75 m below 6 level
Gladsome mine.
Altered schist with 10 cm quartz vein;
60 m below 6 level Gladsome mine.
Quartz vein in sheared porphyry.

1 m @ 2.0
g/t Au
0.4 m @ 3.20
g/t Au
No assay >1
g/t Au
No assay >
1 g/t Au

103.8-104.2
319.7-354.8
516.5-517.9

CV12
(DRC1 precollar)

Comments

0.43 m @1.12
g/t Au
No assay >1
g/t Au

244.60-245.13

CV11
(DRC2 precollar)

Intercept

Reed

No assay >1
g/t Au

Altered schist; 50 m below 6 level
Gladsome mine.
Altered amphibolite; 150 m below
Meriola workings.
Altered schist; 120 m below Meriola
workings.
Altered schist. Adjacent to south end
of 3 level, Sand Queen mine.
Sheared amphibolite; ‘West lode’.
Quartz vein; ‘West lode’.
Altered schist; below Sand King mine.
Altered porphyry with quartz veining
deep below Sand Queen mine but did
not encounter footwall ultramafics.
Minor quartz veining in altered schist
(?unnamed lode).
Altered schist; evaluated possible
southern plunge of Comet vale lode
250 m below Sand King mine.
Precollar
Quartz vein
Altered schist enriched in pyrrhotite
with quartz-carbonate veinlets.
Altered schist enriched in pyrrhotite
with quartz-carbonate veinlets. Deep
below Meriola workings.
Deep below northern extent of
Meriola workings.

Based on the results of this drilling, Snowden considers there is good potential for shallow remnant gold mineralisation at
the Sand Queen-Gladsome mine, notwithstanding the drilling difficulties experienced by Ashton and the proximity of the
mine workings to the main road which may restrict open pit development.
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Table 2.3
Sand Queen–Gladsome mine – summary of RC drill hole intersections
Hole No.

Company

CVRC1
CVRC2

Ashton Gold
Ashton Gold

CVRC3

Ashton Gold

CVRC4

including
Ashton Gold

CVRC5

Ashton Gold

Down hole
depth (m)
64-66 m
48-52 m
52-53 m
64-66 m
72-73 m
73-80 m
80-82 m
83-87 m
85-86 m
47-49 m

Intercept
2 m @ 15.01 g/t Au
1 m @ 3.0 g/t Au
2 m @ 1.26 g/t Au
1 m @ 8.35 g/t Au
2 m @ 3.57 g/t Au
4 m @ 8.49 g/t Au
1 m @ 33.33 g/t Au
-

54-57 m
57-59 m
59-60 m
60-62 m

3 m @ 1.56 g/t Au
2 m @ 2.41 g/t Au
2 m @ 1.69 g/t Au

Comments
Abandoned in stope
Stope, no sample

Stope, no sample
Backfill

Stope, no sample. Hole completed
with diamond tail.
Stope (backfill)
Stope, no sample
Stope (backfill)

Southern strike extension of the Comet Vale lode
Close-spaced bedrock RAB drilling (251 holes on 20 m centres along 200 m spaced traverses) by Minplex Resources in 1981 to
the immediate north and south of the Sand Queen mine outlined several gold-tungsten anomalies (Jephcott, 1986). One
anomaly coincided with the projected southern extension of the Comet Vale lode. A second anomaly is situated approximately
200 m to the south-west along a line extending to the south of the Sand Prince West workings (Figure 2.4).
Four wide-spaced drill holes (RC1, 3, 9 and 10) completed by Minplex tested the projected southern extension of the Comet
Vale lode over a 1.2 km strike length but failed to record any significant (>1 g/t Au) gold mineralisation associated with the
zones of sheared, quartz-veined basalt intersected in the holes.
In 1987, Aberfoyle drilled a series of 6 shallow RC holes (PCV12-17) along this anomaly between 400 m and 1 km south of the
Sand Prince workings (Hooper, 1987). Five of the holes were terminated prematurely owing to difficult drilling conditions in
wet clays. Only PCV 15 reached its planned depth and intersected a 3 m wide zone of quartz veining in sheared basalt. No
significant gold values were reported. Aberfoyle had noted that the depth of alluvial cover increases significantly to the south
of this anomaly as evidenced in a series of nearby water bores which had encountered thicknesses ranging from 21 to 74 m.
Two additional shallow (18 m deep) angled RC holes (PCV28 and 29) by Aberfoyle between the Sand King and Sand Queen
Mines on line 13,400N also failed to intersect any significant gold mineralisation.
In 1998, Sand Queen Gold Mines completed a further 6 RC holes (BSC1-6) along the projected southern extension of the Comet
Vale lode between the Sand King and the Sand Prince mines. Significant gold mineralisation encountered in three of the drill
holes, as reported from a re-sampling program by consultant Mr Peter Paterson (2001), indicated the presence of another
potential gold-bearing lode to the south of the Sand Queen mine (Table 2.4).

Table 2.4
Southern extension of Comet Vale lode – summary of significant RC drill hole intersections
Drill line

Hole No.

Down hole depth (m)

Intercept

13200N

BSC1

42-43 m
83-84 m

1 m @ 8.63 g/t Au
1 m @ 2.84 g/t Au

13100N

BSC2

39-40 m

1 m @ 5.07 g/t Au

BSC3

57-58 m

1 m @ 7.11 g/t Au

Further RC drill testing (DRC4-69) by Mr David Reed during 1999 delineated numerous high-grade gold intersections about
the interpreted structural and stratigraphic position of the Comet Vale lode in the vicinity of the 6 RC drill holes by Sand Queen
Gold Mines (Figure 2.4). Significant drill intersections from this program are summarised in Table 2.5.
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Table 2.5
Sand George lode – summary of significant RC drill hole intersections
Drill line
13400N
13300N

13250N

Hole No.

Down hole depth (m)
14-15 m
54-59 m
70-71 m
94-95 m
32-35 m
76-78 m
64-67 m
86-87 m
101-102 m
25-28 m
96-97 m
77-78 m
82-89 m
28-29 m
34-35 m
76-81 m
85-86 m
107-114 m

No significant intersections
1 m @ 1.2 g/t Au
5 m @ 8.1 g/t Au
1 m @ 1.5 g/t Au
1 m @ 1.7 g/t Au
3 m @ 23.4 g/t Au
1 m @ 8.8 g/t Au
3 m @ 18.9 g/t Au
1 m @ 5.0 g/t Au
1 m @ 3.5 g/t Au
3 m @ 10.5 g/t Au
1 m @ 1.2 g/t Au
1 m @ 2.6 g/t Au
7 m @ 16.5 g/t Au
1 m @ 4.2 g/t Au
1 m @ 1.1 g/t Au
5 m @ 3.6 g/t Au
1 m @ 2.2 g/t Au
7 m @ 12.6 g/t Au

DRC31
DRC32

123-128 m
133-134 m
88-90 m
97-100 m
57-59 m
69-70
80-82 m
95-96 m
116-118 m
31-32 m
136-139 m
49-50 m
79-80 m

5 m @ 11.8 g/t Au
1 m @ 1.3 g/t Au
2 m @ 18.1 g/t Au
3 m @ 2.3 g/t Au
2 m @ 7.2 g/t Au
1 m @ 9.4 g/t Au
2 m @ 4.5 g/t Au
1 m @ 2.1 g/t Au
2 m @ 13.2 g/t Au
1 m @ 5.6 g/t Au
3 m @ 27.6 g/t Au
1 m @ 12.1 g/t Au
1 m @ 10.5 g/t Au

DRC33
DRC35
DRC37

14-15 m
29-30 m
73-74 m

1 m @ 1.3 g/t Au
1 m @ 1.8 g/t Au
1 m @ 1.2 g/t Au

76-77 m

1 m @ 11.8 g/t Au

DRC40
DRC48

43-44 m
29-33 m

1 m @ 1.8 g/t Au
4 m @ 1.6 g/t Au

DRC49
DRC54
DRC55
DRC56

77-79
23-24 m
38-42 m
76-78 m

2 m @ 2.5 g/t Au
1 m @ 3.3 g/t Au
3 m @ 12.0 g/t Au
1 m @ 3.9 g/t Au

DRC6
DRC7
DRC52
DRC61
DRC62

DRC63
13225N

DRC68

13200N

DRC20
DRC23
DRC24
DRC51

13175N

DRC67

13150N

DRC64
DRC65
DRC66
DRC69

13100N

13000N

12900N
12800N
12600N

Intercept

The Reed drilling program was successful in outlining a new mineralised lode, now referred to as the Sand George prospect,
hosted by Missouri Basalt within 50 m of the contact with the Walter Williams Formation. Porphyry sills are present in the
basalt in close proximity to the lode. The high-grade lode mineralisation extends between sections 13,100N and 13,300N and
remains open at depth.
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All RC holes from this campaign were drilled at an angle of 60° to the east using a face sampling hammer bit with the exception
of DRC69 which was drilled parallel to the strike of the lode to assess its plunge component. Drill samples were collected via
a cyclone and riffle split in one metre intervals. Despite the presence of significant groundwater at Comet Vale, all samples
collected through the lodes were dry with the exception of DRC69 (P. Paterson, pers.comm.).
The samples were submitted to Genalysis Laboratory Services Pty Ltd in Perth for gold and base metal determination. Gold
analyses were performed by aqua regia digest with an AAS finish and check assays were routinely carried out by fire assay
with an AAS finish. Mr Peter Paterson, a Kalgoorlie-based geological consultant, supervised all aspects of the drilling
program.
Surveying of the drill hole collars and mine workings within the Comet Vale project area was carried out in AMG coordinates
using differential GPS and later transformed to the Australian Geodetic Datum 84 by Kalgoorlie-based contractors Kingston
Survey Pty Ltd. Owing to hole blockages, limited down hole surveying was undertaken using an Eastman down-hole camera
and the Electronic Multishot System of the Kalgoorlie-based contractor Downhole Surveys (Aust) Pty Ltd.
Snowden considers that the drilling program was carried out in accordance with good industry standards.
The true width of the N-trending Sand George lode ranges between 3 and 5 m and extends over a strike length of around 200
m. The lode appears to comprise two close-spaced veins that merge to form the main high-grade lode. The lode dips steeply
to the west and has been traced down dip to a depth of 120 m where it remains open. The northern and southern limits of the
lode are confined by interpreted steeply dipping NNE and WNW-trending faults respectively, resulting in a possible tapering
of the lode at depth (Collins, 2001a).
The lode intersections generally coincide with anomalous copper, lead, zinc and silver mineralisation. Gold grades in some of
the lode intersections are highest on the hangingwall and decrease towards the footwall contact.
Several small, discontinuous lodes intersected in the drill holes to the east and west of the main Sand George lode were
generally of lower grade. Their significance has not been fully understood.
The drilling program also revealed an apparent barren zone between the Sand King and Sand Queen mines about section
13,400N (Figure 2.4). Paterson had previously carried out a program of underground mapping and sampling of the Sand King
workings along a sub-level drive approximately 10 to 15 m below the surface. Eleven rock chip samples were collected from
several quartz veins exposed in the workings and returned assay results of between 1.0 and 51.0 g/t Au. Two separate samples
collected from the interpreted Main Lode exposed in a stope assayed 5.2 g/t Au (over a width of 2.5 m) and 15.5 g/t Au (over
a width of 2 m).
Based on Paterson’s underground observations, he interpreted that the main Comet Vale lode was displaced to the west and
possibly merges with the West lode to the immediate south about the Sand George lode. Additional close-spaced drilling has
been recommended to the west of the existing holes to provide full coverage over this zone which has been inadequately tested
to date.
There has been limited exploration work completed to the immediate south of the Sand George prospect, including the historic
Sand Prince workings on line 12,800N (Figure 2.4). Minplex had previously drilled two holes (RC4 and 5) into the Sand Prince
workings. The only significant intersection reported was 1 m at 3.8 g/t Au in RC4 within a wide zone of sheared and quartz
veined basalt. The second hole intersected mine workings. Ashton Gold drilled a further two holes (CVRC6 and 8) into the
workings and failed to encounter any significant gold mineralisation.
A drill traverse completed by Reed along line 12,600N (Figure 2.4) to the south of the Sand Prince workings intersected highgrade gold mineralisation in hole DRC55 (3 m @ 12.0 g/t Au) indicating the potential for another repetition of the Sand George
lode.
The remaining 2 km of untested strike along the southern contact zone of the Missouri Basalt and Walter Williams Formation
within the project area is considered by Snowden to represent a high priority exploration target.
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Sand Prince West lode
The historic Sand Prince West mine workings (Figure 2.4) are interpreted to lie on a sub-parallel lode located some 150 m west
of the Sand George prospect based on a bedrock geochemical anomaly outlined by Minplex Resources in 1981 extending to
the south of the workings. Two RC drill holes (RC7 and 8) by Minplex tested the immediate southern strike extent of the Sand
Prince West workings and encountered multiple zones of quartz veining and pyrite mineralisation within sheared basalt. The
only signifcant result reported was 1 m at 3.76 g/t Au in RC8. Two further holes (RC2 and 6) tested the southern extent of the
geochemical anomaly. The southernmost hole (RC6 - approximately 600 m to the south) intersected 1 m at 1.3 g/t Au
associated with quartz veining in highly weathered basalt.
In 1996 and 1997, Sand Queen Gold Mines completed a further 22 RC drill holes (GRC14-35) on 50 m spaced drill traverses to
evaluate the northern and southern strike extent of the Sand Prince West mine over a total strike length of 350 m. Significant
gold mineralisation was only encountered in two holes drilled into the mine workings (GRC24 and 26) and in a further two
holes approximately 50 m to the north (GRC17 and 20, Table 2.6).
The results from the drilling to the south of the mine workings were generally negative with the only exception being from
hole GRC33 (line 12850 N approximately 170 m south of the mine workings) which intersected a 12 m interval averaging 0.73
g/t Au from 16 to 28 m. This intersection was reported from 4 m composite samples. There is no record of any analytical results
from the 1 m samples.
A later drill hole by Reed (DRC39, Table 2.6) to the immediate south-east of the mine workings intersected 1 m at 9.2 g/t Au
suggesting a potential NW-trend to the Sand Prince West mineralisation.
Table 2.6
Sand Prince West lode – summary of significant RC drill hole intersections
Drill line
13100N

13050N

13000N

Hole No.

Down hole depth (m)

Intercept

GRC17
including

20-25 m
20-22 m

5 m @ 4.15 g/t Au
2 m @ 7.84 g/t Au

GRC20

19-24 m
26-31 m

5 m @ 1.41 g/t Au
5 m @ 1.16 g/t Au

GRC24

10-13 m

3 m @ 2.65 g/t Au

GRC 26

7-9 m

2 m @ 2.47 g/t Au

31-33 m

2 m @ 6.14 g/t Au

DRC39

31-32 m

1 m @ 9.2 g/t Au

164-165 m

1 m @ 1.0 g/t Au

Snowden has noted from an inspection of the drill logs, that quartz veining was encountered in several other drill holes
without significant associated gold mineralisation. Compilation of this information to better define the trend of this lode is
recommended prior to the commencement of further drilling.
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Northern extensions of the Comet Vale lode
Limited RAB and RC drilling to date along the contact zone between the Missouri Basalt and Walter Williams Formation to
the immediate north of the Gladsome mine has failed to outline any significant zones of gold mineralisation. Collins (2001a)
suggested that this area might be more structurally complex than previously interpreted owing to the influence of the Comet
Vale Monzogranite stock and recommended a reinterpretation of the geology prior to any further drilling being carried out.
A bedrock gold-tungsten anomaly was outlined by Minplex along the projected northern extensions of the Comet Vale lode
extending towards an interpreted NW-trending cross-cutting shear, referred to as the Happy Jack shear (Figure 2.4) There is
no record of any further exploration work over this anomaly by Minplex.
One RC hole completed by Ashton Gold (CVRC7) into this anomaly failed to record any significant gold mineralisation.
In 1987, Aberfoyle drilled 2 RC holes (PCV6 and 7) below some old mine workings 200 m to the north of the Meriola mine.
An intersection of 3 m at 2.3 g/t Au corresponding to a 2 m wide zone of massive quartz was reported from hole PCV6.
In 1996, Sand Queen Gold Mines drilled a traverse of 3 RC drill (GRC11-13) approximately 100 m to the south of the Aberfoyle
intercept in PCV6 but did not encounter any significant gold mineralisation.
Coonega (M29/35), Lady Margaret (M29/197) and Lady Mack (M29/197)
Coonega mine
The historic Coonega mine workings in M29/35, interpreted to lie along the Happy Jack shear, were extensively drill tested
by Hill Minerals between 1985 and 1988. Their work culminated in the delineation of a small open pit gold resource (26,350
tonnes at 3.34 g/t Au) extending to a vertical depth of approximately 55 m and over a strike length of 180 m (refer to Section
2.5 for further details). This resource has not been mined.
There is no record of the historical production figures from Coonega, although it is understood that underground workings
were intersected by drilling to a depth of 40 m.
The gold mineralisation at Coonega is associated with a 2 to 10 m wide, WNW-trending and steep SW-dipping quartz vein
hosted in variably altered (sericite-biotite-pyrite) Missouri Basalt (Collins, 2001a). The highest gold grades at Coonega tend to
be associated with altered basalt adjacent to the quartz veins. The tenor of the gold mineralisation is generally in the range of
1 to 5 g/t Au although there were some narrow intervals exceeding 10 g/t Au (Table 2.7). The best intersection recorded was
from RC hole C31 which encountered a 4 m interval in altered basalt averaging 183.5 g/t, however, this intersection was not
replicated in a twin diamond drill hole (CD32). A further RC hole (COC1) by Sand Queen Gold Mines alongside hole C31 also
failed to encounter any significant gold mineralisation.
Sand Queen Gold Mines also drilled two diamond drill holes (CV9 and 10) into the Coonega lode at depth. Only one
significant intersection (0.64 m at 12.2 g/t Au) was reported from hole CV9. Sand Queen Gold Mines had noted that several
fault zones were intersected suggesting that the quartz vein may have been disrupted or terminated at depth.
The Coonega deposit currently remains open along strike to the immediate east and west. The depth potential of the deposit
has not been fully assessed but appears to be limited from the results to date.
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Table 2.7
Coonega – summary of significant drill hole intersections
Hole No.

Down hole depth (m)

Intercept

C2

9-15
including 9-10
including 11-12
including 14-15
19-21

Stope
1 m @ 1.08 g/t Au
1 m @ 1.50 g/t Au
1 m @ 1.14 g/t Au
2 m @ 2.75 g/t Au

C3

22-24
26-28

2 m @ 2.48 g/t Au
2 m @ 3.45 g/t Au

C4

20-21
27-29

1 m @ 1.06 g/t Au
2 m @ 2.06 g/t Au

C5

11-12
14-18

1 m @ 1.18 g/t Au
4 m @ 1.74 g/t Au

C6

50-55
including 50-51
56-59
60-66
including 61-62

5 m @ 19.09 g/t Au
1 m @ 78.00 g/t Au
3 m @ 2.23 g/t Au
6 m @ 5.94 g/t Au
1 m @ 17.00 g/t Au

C7

19-21
29-30
30-31
31-38
43-44

2 m @ 2.12 g/t Au
1 m @ 1.80 g/t Au
Stope
7 m @ 2.55 g/t Au
1 m @ 1.11 g/t Au

C8

9-10
13-14

1 m @ 1.52 g/t Au
1 m @ 1.09 g/t Au

C9

27-29

2 m @ 1.43 g/t Au

C 10

38-43

5 m @ 1.98 g/t Au

C 12

19-22
27-29
29-30

3 m @ 2.12 g/t Au
Stope
1 m @ 1.21 g/t Au

C 13

33-35

2 m @ 2.46 g/t Au

C 14

46-47
49-51
54-56

1 m @ 4.05 g/t Au
2 m @ 13.79 g/t Au
2 m @ 13.87 g/t Au

C 15

0-1
6-10
10-15
including 11-12

1 m @ 1.20 g/t Au
Stope
5 m @ 10.40 g/t Au
1 m @ 29.70 g/t Au

C 16

21-23
24-25
25-31

Stope
Stope
6 m @ 2.27 g/t Au

C 17

32-36
38-39
41-42

4 m @ 4.32 g/t Au
1 m @ 1.75 g/t Au
1 m @ 2.94 g/t Au

C 18

46-47
49-55
including 51-53

1 m @ 5.79 g/t Au
6 m @ 2.45 g/t Au
2 m @ 6.37 g/t Au
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Table 2.7
Coonega – summary of significant drill hole intersections
Hole No.

Down hole depth (m)

Intercept

C 19

0-3
16-17
21-22
23-25

3 m @ 1.68 g/t Au
1 m @ 6.28 g/t Au
1 m @ 1.20 g/t Au
2 m @ 2.03 g/t Au

C 20

25-26
26-33

Stope
7 m @ 1.28 g/t Au

C 21

38-44
44-45

6 m @ 3.98 g/t Au
Stope

C 22

54-55

1 m @ 2.32 g/t Au

C 23

39-40
42-44
including 42-43

1 m @ 14.50 g/t Au
2 m @ 17.02 g/t Au
1 m @ 32.10 g/t Au

C 24

20-21
28-29
30-32

1 m @ 1.02 g/t Au
1 m @ 1.88 g/t Au
2 m @ 2.01 g/t Au

C 25

48-50
53-55

2 m @ 5.56 g/t Au
2 m @ 2.34 g/t Au

C 27

53-54

1 m @ 1.30 g/t Au

C 29

62-63

1 m @ 1.02 g/t Au

C 30

20-23
including 22-23

Stope
1 m @ 1.26 g/t Au

C 31

50-54
including 52-53

4 m @ 183 g/t Au
1 m @ 539.80 g/t Au

CV 9

0.64 @ 12.20 g/t Au

Happy Jack shear
In 1987, Aberfoyle completed 13 RC holes (PCV1-5 and 20-27) along the Happy Jack shear to the immediate east and west of
the Coonega mine workings and a further hole (PCV11) to the immediate east of the Happy Jack mine (excised from the Comet
Vale project area).
The only significant intersection recorded from this program was to the immediate west of the Coonega mine in PCV3 (4 m
at 4.4 g/t Au) corresponding to a zone of quartz veining with a down-hole width of 8 m. A further RC hole (PCV20), aimed
at testing this zone at depth, may have been terminated prematurely. There were no coordinates supplied for many of the
remaining holes from this program so Snowden could make no meaningful interpretation of the results. Quartz veining in
sheared basalt was noted in several of these holes.
In 1995, Sand Queen Gold Mines drilled 115 angled RAB holes (CVRAB1-115) to assess the eastern strike extensions of the
Coonega mineralisation along the Happy Jack shear and a further unnamed shear zone extending from the Lady Margaret
workings, approximately 800 m to the south-west (Figure 2.3). The RAB program did not encounter any results over 1 g/t
gold. Technical problems, however, had limited the effectiveness of the program due to the presence of unconsolidated sand
cover and highly variable depths of weathering (Jessup, 1996a).
Sand Queen Gold Mines also drilled 6 RC holes (JRC1-6) in the vicinity of the Coonega SE mine workings (Figure 2.4) to
evaluate an apparent wide zone of gold mineralisation reported from one of the four diamond drill holes completed by the
Department of Mines during the 1930’s.
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The Department of Mines program was aimed at testing the northern depth extensions of the Sand Queen-Gladsome mine.
One of these diamond drill holes had reputedly intersected a zone (47.55 to 100.12 m) of disseminated coarse-grained pyrite
in variably sheared amphibolite with quartz-carbonate veinlets that averaged 2 to 2.5 dwt/t Au (approximately 3 g/t). No
records exist on the location of these holes, however, three of the drill collars have since been located although their identity
could not be established.
No gold mineralisation was reported from the 5 RC holes that tested the general vicinity of the Mines Department drill hole
collars. A further RC hole unsuccessfully tested Coonega SE mine workings.
Sand Queen Gold Mines had also completed 6 RC drill holes (GRC5-10) along the eastern extent of the Happy Jack shear near
the interpreted intersection with the Comet Vale lode and a further two RC holes (GRC36-37) about the enigmatic gold
mineralisation reported from the old Mines Department holes. No significant gold mineralisation was reported from any of
these holes.
Lady Margaret and Lady Mack mines
Gold mineralisation at the historic Lady Margaret mine (Figure 2.3) is associated with a zone of narrow discontinuous WNWtrending quartz veins hosted in sheared Missouri Basalt and porphyry. Recorded historical mine production was 2,284 oz from
7,006 t of treated ore at an average recovered grade of 12.62 g/t Au.
In 1984, Conex Australia drilled 21 shallow RAB holes along the north-western extensions of the Lady Margaret mine
workings to evaluate the encouraging results received from the many pits and shafts sampled along this trend (up to 19.2 g/t
Au). No significant results were reported, although it was noted that the shallow depth of weathering hampered the
effectiveness of the drilling program.
The Lady Mack mine workings are located approximately 2 km to the north-west of the Lady Margaret mine and are
interpreted to lie along the same host structure (Figure 2.3). Gold mineralisation at Lady Mack is related to a single steep westdipping quartz vein hosted in sheared and hybridised Missouri Basalt in close contact with the Goongarrie and Comet Vale
Monzogranite intrusions. Historic production amounted to 168 oz gold from 375 tonnes of ore at an average grade of 13.9 g/t
Au. Dump and pit samples collected by Conex in 1983 recorded up to 14.3 g/t Au (Cairns, 1984) although the distribution of
the gold was noted to be erratic.
BP Minerals completed 7 RC drill holes into the Lady Mack workings and 4,277 m of RAB drilling on a 50 m x 25 m grid along
the strike of the host structure. There is no record of this exploration work other than a reference by Bamboo Gold Mines (1994)
which stated that there were no significant assay results.
Lake View shear
The NW-trending Lake View shear in the north of the project area hosts the historic Lake View gold workings which are
excised from the Comet Vale project (Figure 2.3). Aberfoyle drilled a fence of 3 RC holes across the interpreted western
extensions of the Lake View shear in 1987. All of the drill holes were abandoned in weathered ultramafic rock short of their
planned depth due to drilling difficulties.
During 1996, Sand Queen Gold Mines completed a further 148 RAB holes (SQ1-148) to evaluate the concealed contact of the
Comet Vale Monzogranite to the north and north-west of the Coonega mine workings. A major shear or fault zone was
interpreted from the aeromagnetic data that extends over at least 4 km along the southern margin of the monzogranite
intrusion (Jessup, 1996b). This structure may represent the western strike extent of the Lake View shear.
The RAB program only tested the western end of this interpreted shear zone and was hampered by the presence of
unconsolidated sand cover and highly variable depths of weathering. Significant quartz veining was intersected in several of
the holes, however, no significant gold assays were reported. The eastern extent of this interpreted shear zone remains
untested.
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A further 4 RC drill holes (GRC1-4) were completed by Sand Queen Gold Mines along the Comet Vale
Monzogranite/ultramafic contact zone and 2 holes (GRC38-39) to evaluate the nickel potential of the overlying laterite profile
(refer Section 2.4.3). No significant gold mineralisation encountered in any of these drill holes.
2.4.3

Nickel potential

The laterite and saprolite profile developed over the interpreted basal dunite unit (serpentinized olivine adcumulate) of the
Walter Williams Formation at Comet Vale could potentially host significant tonnages of nickel and cobalt mineralisation. The
Walter Williams Formation is the principal host to the nickel-cobalt laterite deposits currently being exploited at the Cawse
mine located approximately 45 km to the south.
The Golden State Resources Ltd–Helix Resources Ltd joint venture area located to the immediate north of the Comet Vale
Monzogranite (Figure 2.3) currently hosts an Inferred laterite resource of 6 million tonnes at 1.36% nickel and 0.11% cobalt
using a 1.0% nickel cut-off (Golden State Resources Ltd, 2001). According to Golden State Resources, a thick silicified limonitic
cap hosts the nickel-cobalt mineralisation and overlies magnetic adcumulate dunite layers within the Walter Williams
Formation. The mineralised zones comprise three flat-lying anastomosing and parallel bands of earthy brown goethitic clay
with finely networked chalcedonic silica boxworks.
To the immediate south of the Comet Vale project area, Heron Resources Ltd has outlined two substantial nickel-cobalt laterite
resources near the historic gold mining centre of Goongarrie. At Goongarrie Hill, the published Inferred and Indicated
Resource for the siliceous laterite at a 0.75% nickel cut-off is 17.7 Mt at 1.08% nickel and 0.06% cobalt (Heron Resources Ltd,
2001). Approximately 10 km further south is the Goongarrie South deposit with published Inferred and Indicated Resource at
a 0.75% nickel cut-off of 62.4 Mt at 1.08% nickel and 0.10% cobalt. This resource includes the Pamela Jean Zone which is
characterised by an exceptionally thick goethite-rich laterite profile (up to 160 m deep) overlying a brecciated and sheared
olivine adcumulate of the Walter Williams Formation (Heron Resources Ltd, 2001).
The magnetic basal dunite unit of the Walter Williams Formation within the Comet Vale project area has been inferred from
aeromagnetic data to extend over a continuous strike length of 5 km along the eastern boundary of M29/52 (Collins, 1999).
The magnetic unit averages between 150 and 200 m in thickness.
There has been very limited drill testing of the weathered ultramafic rocks within the project area by previous explorers,
although 17 drill holes along the contact zone with the Missouri Basalt did penetrate into ultramafic rocks. Only two drill holes
by Sand Queen Gold Mines (GRC38 and 39) had specifically tested the nickel-cobalt laterite potential of the weathered
ultramafic rocks (Collins, 1999) following the completion of four earlier RC drill holes in 1996. The initial holes (GRC1 to 4)
had tested a postulated shear zone along the southern margin of the Comet Vale Monzogranite to the east of the old Comet
Vale townsite. Hole GRC4 intersected 36 m at 0.48% nickel (4 m composite samples) within weathered serpentinite between 4
and 40 m. Two further shallow, vertical RC holes were completed in 1997 to the immediate west, near the old Comet Vale
townsite. Hole GRC38 intersected 8 m at 0.53% nickel (4 m composites) in saprolitic clay between 20 and 28 m. Two zones were
encountered in hole GRC39; 4 m at 0.47% nickel in limonite-rich laterite (8 – 12 m) and 12 m at 0.45% nickel in saprolitic clay
(20 – 32 m).
A further 13 RC holes (ELC2 to 14) were drilled by Sand Queen Gold Mines to the immediate east of the Sand Queen shaft to
test a gold-in-soil geochemical anomaly coincident with a structural offset interpreted from a ground magnetics survey
(Collins, 1999). Eight of these holes intersected weathered ultramafic rocks with select intervals averaging 0.4 to 0.5 % nickel.
Hole ELC5, located near the western boundary of a small excised Mining Lease, was the only hole that encountered lateritic
duricrust and averaged 1.48% nickel over 8 m (13 to 21 m) including 4 m at 2.2 % nickel from 13 m. No analyses were
performed for cobalt.
Resampling of this interval by Reed (Collins, 1999) confirmed the previous analytical results (5 m at 2.2 % nickel and 0.11 %
cobalt between 14 and 19 m).
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Golden State Resources Ltd (2001) recently announced a significant drill hole intercept from within its Happy Jack tenement
(P29/1684) adjoining the northern boundary of M29/52. The reported intersection of 14 m at 1.02% nickel and 0.31% cobalt
(34 to 48 m) appears from the aeromagnetic data to directly overlie the interpreted basal dunite unit.
A distinct NNW-trending lateritic ridge was observed by Snowden developed over the Walter Williams Formation to the
immediate east of the highway within the Comet Vale project area. To the best of Snowden’s knowledge, this prospective ridge
has not been systematically explored for laterite-hosted nickel and cobalt mineralisation to date. Snowden has sighted written
proposals from Golden State Resources Ltd, Heron Resources Ltd and Anaconda Nickel Ltd to either joint venture or purchase
the nickel laterite rights within Reed Resources project area.
2.4.4

Other prospect areas

A small copper gossan has been located in the south of M29/235 (Figure 2.3). One sample collected by Sand Queen Gold Mines
returned 5% Cu and 4.46 g/t Au. There is no record of any further work undertaken at this locality.
Allied Mining and Processing NL recently explored the area to the north-west of Comet Vale over the area now covered by
E29/502 (Figure 2.3). The Goongarrie Monzogranite, which is mostly obscured by recent deposits of aeolian sand, dominates
the geology of this tenement.
Between 1997 and 1998, Allied Mining and Processing carried out a program of reconnaissance soil sampling and RAB
drilling. A >10 ppb gold-in-soil anomaly supported by anomalous Ni, Cu and As extending over 4 km and between 400 m to
900 m in width (Tomich, 2000) was outlined in the north of their tenement. This area is now covered by E29/502. Several very
small prospecting pits were also noted in the north of the tenement area (Tomich, 2000), however, no information was
provided on their location in relation to the soil geochemical anomaly.
No results were reported from several RAB drill hole traverses completed by Allied Mining and Processing in the south-east
of E29/502 near the Comet Vale Monzogranite contact zone.
2.5

RESOURCE ESTIMATES

2.5.1

Sand George prospect

Following the completion of the last campaign of drilling at the Sand George prospect, a sectional polygonal resource estimate
of the main Sand George lode between section lines 13,150N and 13,300N and to a vertical depth of approximately 110 m was
carried out by Paterson (2000). The estimate was based on the arithmetic mean of the assays in each interpreted ore block and
a bulk density of 2.8 t/m3. Paterson estimated an unclassified resource at the Sand George prospect of 114,500 tonnes at an
average grade of 12.3 g/t Au.
Fractal Graphics carried out a resource estimate of the Sand George prospect in 2001 using a sectional and flitch interpretation
of the mineralisation to 125 m depth, a lower grade cut-off of 1 g/t Au and a bulk density of 2.8 t/m3. Seven separate lodes
were interpreted which were further subdivided into smaller lode domains where interpreted cross-cutting faults had
disrupted their continuity.
Solid model wireframes were produced of the mineralised envelopes and arithmetic averages of the drill hole intercepts were
assigned to the calculated volume of each solid.
Fractal Graphics estimated a total unclassified resource of 211,000 tonnes at an average grade of 8.7 g/t Au. Included in the
resource estimate were the two main Sand George lode domains (C1 and C2, Table 2.8) estimated at 85,500 tonnes at 14.2 g/t
Au and 31,900 tonnes at 7.8 g/t Au for a combined tonnage of 117,300 tonnes at 12.5 g/t Au (47,000 oz Au).
Snowden has reviewed the Sand George resource estimate using information provided by Fractal Graphics and Ted Mein and
Associates (TMA) and with reference to drill hole cross sections provided by Paterson.
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Table 2.8
Sand George lode – summary of lode resources
Lode
A
AA
B
C1
C2
C3
D1
D2
E1
E2
F1
F2
Total

Tonnage
(t)

No. Drill Samples
608
4,970
31,533
85,549
31,869
7,000
11,860
13,086
8,106
4,877
7,373
4,122
210,958

Grade(1)
2
3
9
37
6
4
6
2
1
1
71

3.1
9.7
4.9
14.2
7.8
7.3
2.1
4.3
4.2(2)
4.2
1.1(3)
1.1
8.7

Notes:
1. Grade is arithmetic mean of intersections within the envelope
2. Grade for E1 assigned from that of E2
3. Grade for F1 assigned from that of F2
A check estimate by Snowden confirmed the tonnage within the C1 lode (using a cutoff of 2 g/t). This estimate was
undertaken using a 20 m influence up or down dip beyond the final intersection and extension half way to the adjacent section.
The use of tonnage weighting (with a bulk density of 2.8 t/m3) for grade estimation brings the average grade down to 12.7
g/t. There is potential to increase the tonnage by infilling sections 13,175N and 13,225N, each of which are currently only
represented by a single drill hole.
The entire resource has been assumed by TMA as Inferred. The following table summarises the factors of relevance to the
classification:
Table 2.9
Sand George lode – summary of data integrity
Drilling

Mainly RC. Fractured rock aquifer with free flowing ground water hindered RCP drilling
but did not affect sampling and assaying (pers. comm. P Paterson).

Sampling

Face sampling hammer bit, collection via a cyclone and riffle splitting

Collar survey

Some older holes not recorded, measured from hard copy plots. Sand George based on
recent drilling, differential GPS used.

Down hole survey

Historic reports and azimuth/dip measurements from sections and plans, new holes surveyed,
8 out of 12 holes in resource have down hole surveys.

Geology logging

Re-coded by Fractal Graphics and Maxwell Geoservices Pty Ltd for consistency

Assays

Historical data checked against original logs and reports, recent assays used aqua regia
digest with an AAS finish and check assays were routinely performed by fire assay with an
AAS finish. Coarse gold.

Ground magnetics

Used to assist interpretation.

Geology interpretation

Based on lithology and structure using footwall ultramafic contact, faults and porphyry.
Thickening within dilation zones.

Bulk density

2.8 t/m3 based on proportion of sulphide mineralisation of quartz plus basalt

Metallurgy

Sulphidic lode, cyanide soluble copper could reduce CIL recovery, historical records at Sand
Queen. Recovery of 90% predicted.

Database

Digital, no independent audit.

Continuity

Apparent at 25 m drill hole spacing down dip. Good continuity along strike from 13,150N
to 13,225N, dislocated to the north.
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In Snowden’s opinion and pending a full review of the database and geostatistical assessment, the C1 lode is likely to be able
to support the Indicated category of resource where continuity can be assumed, that is between 13,150N to 13,225N. North of
this and the remaining lodes can only be Inferred at this stage as there is insufficient data to assume continuity.
2.5.2

Coonega prospect

In 1990, Hill Minerals manually estimated an unclassified resource for Coonega of 26,350 tonnes at 3.34 g/t Au to a maximum
depth of 55 m using a bulk density of 2.0 t/m3, a 1 g/t Au lower cut-off, a high cut of 15 g/t Au and a minimum mining width
of 2 m (Tuckey, 1990). No further details were provided on their estimation methodology.
Snowden has reviewed the Coonega resource estimate from a review of Hill Minerals hard copy sectional interpretation of the
mineralised envelopes. No digital database was available.
Snowden noted in several drill holes that there was more than one mineralised envelope interpreted within the main quartz
vein. It is considered unlikely in an open pit mining operation that these individual zones of mineralisation could be mined
practically. Snowden therefore recommends that future resource estimates apply a mineralised envelope that encompasses the
entire quartz vein and stopes. Based on the available data and depending on the nature of the gold mineralisation (nugget
affect), the Coonega resource would most likely have a higher tonnage at a lower grade.
No allowance was made in the resource estimate for the removal of historically mined tonnes although it appears that the
drilling encountered low-grade backfill in some of the stopes. The grade may have been overestimated due to bias from the
high-grade intersection in drill hole C31 (Table 2.7) which was not replicated in the twin diamond hole CD32. Snowden also
recommends a statistical review of the high-grade cut owing to the limited amount of assays exceeding 15 g/t.
In Snowden’s opinion and pending a reinterpretation of the mineralisation, approximately 80-90% of the Coonega resource
would most likely support an Indicated classification (ie. where continuity can be assumed over 10 m). The remaining
mineralised envelopes can only be assumed as Inferred at this stage as there is insufficient data to assume continuity.
2.6

MINING CONSIDERATIONS

TMA was commissioned in February 2001 by Mr David Reed to carry out a conceptual mining study of possible mining
options for exploiting the gold mineralisation at the existing Sand Queen–Gladsome mine and at the Sand George prospect.
2.6.1

Sand Queen–Gladsome mine

TMA’s review of the historic mine records indicated that there is probably insufficient remnant lode ore to justify the
dewatering and refurbishment costs required to undertake a survey of the underground workings. TMA also considered that
the accessible remnant ore most likely represents lower grade lode material left unmined, however, no noteworthy tonnages
were identified that would justify a resumption of mining. Potential remnant high-grade ore may remain in the floor pillars
and former shrink stopes but could prove difficult to access.
2.6.2

Sand George

According to TMA, only the C1 lode interpreted by Fractal Graphics is of a sufficient grade and width required to support an
underground mining operation.
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Stope outlines generated between 370 and 280 m RL (surface RL is 385 m) within the C1 lode resource was estimated by TMA
to contain 47,000 tonnes averaging 13 g/t Au for 19,600 oz. From a cost comparison viewpoint of the various mine
development options as the resource currently stands, access to the Sand George lode via the existing Sand Queen shaft with
sub level up hole retreat stoping currently offers the most cost effective alternative. TMA estimated total capital and operating
cost of $7 M to access and extract the lode mineralisation inclusive of dewatering. Dedicated decline or shaft access to the C1
lode may prove to be a more viable option should the resource be expanded through ongoing drilling.
Using a toll treatment scenario (say $25/t for transport and treatment or $1.2 M in total) and a recovery of 90%, TMA estimated
a potential 17,640 oz could be recovered valued at $8.4 M at a gold price of $475/oz. Snowden notes that there are several
processing plants within a reasonable trucking distance of Comet Vale including Davyhurst of Croesus Mining NL, and Mt
Pleasant, Paddington, Kanowna Belle and Kundana of Aurion Gold Ltd.
TMA’s open pit mining study of the shallow lode mineralisation at Sand George, based principally on one high-grade drill
hole intersection (DRC61, Table 2.5) approximately 32 metres below the surface, was found to be marginal to unprofitable.
Further shallow drilling of the lode is required to enable a more meaningful study of the open pit potential to be carried out,
notwithstanding the close proximity of the mineralisation to the main road which may impact upon open pit development.
2.6.3

Metallurgical considerations

The limited available information on tailings grades from the historic mine records indicate that recoveries from the Sand
Queen-Gladsome ore ranged between 80% and 90% using a stamp battery, gravity concentration and amalgam plates.
In 2000, twelve RC-chip samples of the Sand George mineralisation were collected from holes DRC 23 and 24 (Table 2.5) for
preliminary cyanide bottle roll leach testwork. The drill cuttings were screened to 250 µm and a 500 gram charge was subjected
to a 24 hour bottle roll cyanide leach in Kalgoorlie tap water. The results from the program were highly variable with gold
recoveries ranging from 6% to 89% and copper recoveries ranging from 2% to 33%. The results from this ‘in-house’ program
were not conclusive given the coarse nature of the samples tested (no size fraction analysis was carried out) although the
presence of cyanide soluble copper may be of concern.
Amdel was subsequently commissioned to carry out a flotation test on a 4.5 kg composite sample collected from holes DRC
23 and 24. The drill samples were pulverised to 80% passing 75 µm. The testwork indicated that the sulphide minerals are
effectively concentrated by flotation and contain up to 98% of the calculated gold.
Snowden recommends a comprehensive program of cyanide leach testwork is carried out using a range of grind sizes.
2.7

EXPLORATION POTENTIAL

Snowden has drawn the following conclusions on the exploration potential of the Comet Vale project area from its review of
the exploration work completed to date:
•

prior to Mr David Reed’s involvement in the Comet Vale project, very little of the previous exploration work had
systematically explored for repetitions of the high-grade Comet Vale lode mineralisation apart from the drilling that
had assessed the Sand Queen-Gladsome mine workings. Also there was a limited understanding on the structural
controls of the identified gold mineralisation outside of the main Sand Queen-Gladsome mine workings;

•

owing to the extensive cover of aeolian sand, a high reliance was placed on drilling. The shallow depths of weathering,
variable thicknesses of alluvial cover, the extremely hard Missouri Basalt and the presence of significant groundwater
hampered the effectiveness of the previous RAB and RC drilling programs along the Comet Vale lode host structure;

•

the potential for further substantial high-grade gold resources extending from the Sand Queen-Gladsome mine
workings appears limited from the work completed to date although further drilling is required to assess the upper
levels of the mine for remnant high-grade ore and the potential southerly plunge of the main high-grade ‘bulge’;
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•

further drill evaluation of the Sand George prospect is recommended as a high priority to enhance the underground
mining economics of the C1 and C2 lodes and the potential strike and depth potential of the lodes. This work is not
expected to significantly increase the resource that has already been outlined;

•

shallow drill evaluation of the main Sand George lode and subsidiary mineralised lode structures is also recommended
to better define the extent of near surface mineralisation. Snowden notes that open pit resource potential of the Sand
Queen-Gladsome mine and Sand George lode may be limited by their close proximity to the main road;

•

Sand King, Sand Prince and Sand Prince West workings along with the high grade drill intersection encountered on
line 12,600N (3 m @ 12.0 g/t Au in DRC55) represent immediate drill targets for the expansion of the project’s resource
base;

•

the project area is considered highly prospective for further repetitions of small-tonnage, high-grade ‘bulges’ in the
Comet Vale lode along the concealed southern strike extent of the contact zone between the Missouri Basalt and Walter
Williams Formation. Detailed geophysical exploration along this contact zone should be directed towards identifying
offsets and demagnetised zones (as a consequence of hydrothermal alteration) prior to the commencement of any
further drilling;

•

previous exploration over the interpreted zone of structural complexity to the north of Gladsome Mine has been
inadequate and the controls of the known gold mineralisation are not yet fully understood;

•

previous exploration along the Happy Jack and Lake View shears and the structure hosting the Lady Margaret and
Lady Mack mines was hampered by poor drilling conditions and the use of inappropriate drilling equipment. A more
systematic approach to the exploration of these targets using suitable drilling equipment is recommended;

•

potential remains to expand the Coonega open pit resource along strike and to define further small open pit resources
at the Lady Margaret and Lady Mack mines; and

•

there is high likelihood for substantial deposits of laterite-hosted Ni-Co mineralisation in the east of the project area
overlying the Walter Williams Formation.

2.8

PROPOSED EXPLORATION PROGRAM AND EXPENDITURE

Reed Resources has proposed a staged program of exploration and development over a two year period for the Comet Vale
project. Snowden has reviewed the proposed exploration budget, which is summarised in Table 2.10, and has found it to be
realistic in the context of the equity being raised. The exploration program is mostly dedicated to further evaluation of the
Sand Queen mine, the Sand George prospect and for the exploration of other repetitions of the Comet Vale lode. Proposed
activities will include geophysics, drilling, resource and reserve studies, metallurgical testwork, geotechnical studies and
dewatering in preparation for mine development. Other exploration work will include target generation, further evaluation
of the other gold prospects and an assessment of the Ni-Co laterite potential with the project area.
Snowden notes that the proposed Year 2 exploration program will be dependent on the results from the first year of
exploration. It should be possible, however, to evaluate the Sand George prospect and other potential resources outlined along
the Comet Vale lode to the stage of feasibility within the 2 year period.
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Table 2.10
Comet Vale project – Proposed Exploration Budget
Project

Year 1

Year 2

Total

Sand Queen Mine

$45,890

$64,700

$110,590

Sand King Mine

$34,530

$40,060

$74,590

Sand George Project

$250,340

$235,620

$485,960

Sand George South and Sand Prince Prospect

$133,250

$109,900

$243,150

$17,200

$25,700

$42,900

$140,150

$111,750

$251,900

$84,150

$204,700

$288,850

$186,840

$224,450

$411,290

–

$445,000

$445,000

$135,160

$49,050

$184,210

$50,000

$50,000

$100,000

$150,155

$146,826

$296,981

$1,227,665

$1,707,756

$2,935,421

Sand Prince West Prospect
Comet Vale South Prospect (M29/233)
Comet Vale North and Coonega Prospects
Ni-Co Laterite Evaluation
Development Costs (Dewatering)
Regional Exploration
Environmental Management
Overheads -Legal, Administration, Tenement Costs
TOTAL

3.0 MT FINNERTY PROJECT
3.1

INTRODUCTION

The Mt Finnerty project area, located approximately 120 km west of Kalgoorlie (Figure 2.1), covers a lightly explored tract of
Archaean greenstone that hosts several small historic gold mines (Figure 3.1). The project area currently comprises one
exploration licence, five exploration licence applications and three prospecting licence applications (Table 3.1).
Table 3.1
Mt Finnerty Project Tenements
Tenement
E15/674
E15/621

Area
6 sub-blocks
27 sub-blocks

Registered Holder
Christopher John REED
Christopher John REED

E16/272
E15/744
E15/745
E15/746
P15/4496
P15/4499
P16/2163

36 sub-blocks
1 sub-block
14 sub-blocks
1 sub-block
46 ha
95 ha
100 ha

Christopher John REED
Christopher John REED
Christopher John REED
Christopher John REED
Christopher John REED
Christopher John REED
Christopher John REED

Status
Application
Current (expires
30 Mar 2005)
Application
Application
Application
Application
Application
Application
Application

Comments
Net area of tenement is 13.30 km2

Net area of tenement is 100.03 km2
Net area of tenement is 2.74 km2
Net area of tenement is 38.46 km2
Net area of tenement is 2.96 km2
Net area of tenement is 73.88 ha
Net area of tenement is 90.69 ha

The project is located within the Timberfield Pastoral Lease managed by the Department of Conservation and Land
Management (CALM).
The tenements contained within the Mt Finnerty project area are to be owned by Mount Finnerty Pty Ltd. Snowden has been
advised that acquisition of these tenements will be satisfied by the issue of 3,107,884 fully paid ordinary shares in Reed
Resources to the vendor of Mount Finnerty Pty Ltd in exchange for the transfer of 100% of the share capital of Mount Finnerty
Pty Ltd to Reed Resources. MF Royalty Pty Ltd (controlled by Christopher Reed) will also be entitled to a royalty of 2% from
the gross proceeds received from the sale of any gold produced from within the project area, $0.25/tonne (CPI indexed) for
any iron ore extracted and a 2% net smelter return from the sale of any other minerals produced.
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Figure 3.1 Mt Finnerty project – tenement plan
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3.2

GEOLOGICAL SETTING

The Mt Finnerty project area covers a considerable area along the NNW-trending Watt Hills greenstone belt which forms the
southernmost extension of the Marda greenstone complex to the north-west of the project area.
The Watt Hills greenstone belt attains a thickness of 8 km in the north and progressively tapers to about 1 km in thickness to
the south, where it terminates in Archaean granitoids (Figure 3.2). Metamorphosed ultramafic to mafic volcanic and intrusive
rocks, and clastic sedimentary rocks intercalated with banded iron and banded chert formations characterise the geology of
the greenstone belt. The western margin of the greenstone belt consists of ultramafic volcanics intercalated with mafic
volcanics and thin BIF units that progressively become dominated by mafic to intermediate volcanics and sedimentary
formations further east. The greenstone belt is bounded to the east and west by Archaean granitoids and gneiss and is
disrupted by several N-trending, regional scale thrust faults or shears and locally by NW to NE trending faults and EWtrending dolerite dykes.
The topography of the project area is mainly flat to gently undulating and is covered extensively by colluvium, alluvium and
aeolian sand deposits. The banded iron and banded chert formations form prominent ridges in the north of the project area.
Sharp breaks in elevation also occur about breakaways.
3.3

MINING HISTORY

There are several small historic gold mines mainly in the south of the project area developed on banded iron formation (BIF)
or narrow quartz veins in sheared mafic/ultramafic rocks. Most of these workings are held in small licences by prospectors
and are currently excised from Reed Resources project area. There is limited information available on the historical production
from these mines. According to De Luca (1997), historical production amounted to approximately 1,290 ounces of gold from
162 tonnes of processed ore at an average grade of 248 g/t Au. Most of this ore was reputedly sourced from the Little Nipper
mine (Figure 3.2) which is not part of Reed Resources project area.
3.4

PREVIOUS EXPLORATION

Most previous exploration in the region has been to the north of the project area within the Marda Complex which hosts
substantial deposits of iron ore at Mt Jackson, Windarling and Bungalbin (Portman Ltd) and gold deposits including the closed
Mt Dimer gold mine (Tectonic Resources NL and Taipan Resources NL), the Bungalbin mine (Amalg Resources NL) and the
Marda gold project (Evanston Resources NL and Titan Resources NL).
3.4.1

Summary of previous exploration work

The only recent systematic exploration work that has taken place over Reed Resources project area was by the Australian
Resources Ltd/Dune Resources NL joint venture between 1993 and 1998. Several other companies summarised below have
also completed exploration programs over the project tenements.
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Figure 3.2 Mt Finnerty project – interpreted solid geology (after Goldfields) with principal prospects
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Western Mining Corporation Holdings Ltd
During the 1970’s, Western Mining Corporation explored for nickel mostly along the ultramafic sequence on the western edge
of the greenstone belt. Exploration work comprised surface geochemistry and ground geophysical surveys. There is no record
of the results from this work which is mostly located outside of Reed Resources current tenement holding.
Sovereign Mining Pty Ltd and Aberfoyle Resources Ltd
In 1987, a program of airborne magnetics and geochemical sampling was completed by the joint venture culminating in the
identification of two sub-parallel gold-in-soil anomalies between the Trans Australian railway and Mt Finnerty. The results
from limited follow-up RAB drill testing were negative.
Fimiston Mining Ltd and Red River Mining Ltd
Between 1988 and 1990, the joint venture carried out infra-red aerial photography and a low-level aeromagnetics survey. There
is no record of any further exploration work.
Anzoil NL
In 1991, Anzoil applied for the ground covering the Watts Hill manganese occurrence. There is no record of any work
undertaken.
Dune Resources NL, Australian Resources Ltd (formerly Arimco NL) and Goldfields Ltd
The Mt Finnerty project area was the subject of a joint venture between Dune Resources and Australian Resources Ltd
(formerly Arimco NL) between 1993 and 1998 and with Goldfields Ltd between 1997 and 1998. During this period a total of
7,813 soil samples were collected and 1,417 RAB and 118 RC holes drilled.
Mr Christopher Reed
Geological mapping, reconnaissance geochemical sampling and RAB drilling (61 holes) was carried out over E15/621 in the
south of the project area during 2000 and 2001.
3.4.2

Summary of exploration results

Ryans Find (E15/621)
Previous soil sampling by Arimco outlined a gold-in-soil anomaly (+100 ppb Au) over 150 m at the King prospect situated to
the immediate north of the Trans Australian railway (Figure 3.1). A single RAB drill traverse (20 holes) across the anomaly
identified gold mineralisation associated with a ferruginous, cherty metasediment horizon within sheared mafic to ultramafic
rocks. An intersection of 9 m at 0.52 g/t Au was reported from one of the RAB holes and a 3 m intersection of 1.24 g/t Au
within the overlying residual laterite profile in an adjoining RAB hole. The metasediment horizon was subsequently tested by
5 RC holes on two traverses. Significant gold mineralisation was only recorded in hole MF054 (1 m at 1.26 g/t Au and 1 m at
1.4 g/t Au).
During 2000 and 2001, consultants to Mr Christopher Reed carried out a program of geological mapping, reconnaissance
geochemical sampling and RAB drilling (61 holes).
The results from the reconnaissance soil sampling program (sample spacing of 100–150 m) were generally subdued. Apart
from the previously defined gold anomaly at the King prospect, the program outlined several isolated, low order responses
(up to 6 ppb Au) to the east of Ryans Find, near the German workings (Figure 3.2), and in the vicinity of the Boucher gold
workings (up to 17 ppb Au). In-fill soil sampling (200 m line and 25 m sample spacing) to the south of Boucher’s outlined two
anomalous zones to the immediate SE and SW with peak values of 41 and 44 ppb Au respectively (Collins, 2001b).
A scout RAB drilling program completed in late 2001 tested the Boucher, German and King anomalies and mostly encountered
trace levels of gold mineralisation. The only two elevated responses reported were from the German prospect (5 m at 0.21 g/t
Au) and to the SE of Boucher’s (5 m at 0.15 g/t Au). Both anomalies correspond to metabasalt intercalated with mineralised
BIF or metasediments.
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E16/272
Tasman and Flinders prospects
Most of the previous exploration work by Arimco within E16/272 was directed towards a 8 km long north-west trending gold
in soil anomaly (+10 ppb Au) located to the north-east of Mt Watt (Figure 3.3). The anomaly was subsequently divided into
two prospect areas, namely Flinders in the north and Tasman to the south. The prospects are separated by a zone of more
subdued geochemistry coincident with an interpreted north-east striking fault (from aeromagnetic data). A series of weaker
sub-parallel gold in soil anomalies to the west are most likely associated with narrow BIF horizons which sporadically outcrop
(Hazard, 1994).
A 427 hole RAB drilling program was completed during 1993 and 1994 over the two prospect areas at 20 to 40 m intervals
along 200 to 400 m line spacings. A broad coherent bedrock gold and lead anomaly was outlined at the Tasman prospect over
a 1 km strike length (lines 85,400N to 86,400N). The anomaly is closely related to quartz stockwork mineralisation developed
along the contact of pelitic and psammitic metasediments which are locally intruded by granite bodies (Hazard, 1994). Gold
assays within the anomaly generally ranged between 0.1 and 0.8 ppm Au with several holes recording 3 m composite
intercepts of greater than 1 g/t Au. The best intersections were 6 m at 8.97 g/t Au (line 85,800N), 1 m at 6.0 g/t Au (line
86,000N), 3 m at 1.85 g/t Au (line 86,200N) and 6 m at 1.19 g/t Au (line 85,400N).
In late 1994, a further 96 RAB holes unsuccessfully tested the southern strike extent of the Tasman prospect which is concealed
by up to 14 m of alluvial cover and several other low-order gold-in-soil anomalies associated with a mafic
volcanic/sedimentary contact to the immediate west of the main mineralised zone. Two infill drill traverses were also
completed over the main Tasman prospect along lines 85,500N and 85,700N and returned two significant intercepts of 3 m at
1.67 g/t Au and 1 m at 1.20 g/t Au.
In 1997, Goldfields completed a further 34 RAB holes over the Tasman anomaly but failed to record any significant
intersections.
The initial RAB drilling program over the Flinders prospect encountered similar results over a 600 m strike length (88,200N to
88,800N) with gold mineralisation of better than 1 ppm Au encountered in 6 of the holes, the most significant being 24 m at
3.43 g/t Au on line 88,800N. Other significant intersections included 3 m at 1.0 g/t Au (line 88,600N), 3 m at 2.30 g/t Au (line
88,600N), 3 m at 3.20 g/t Au (line 88,800N), 3 m at 2.30 g/t Au (line 89,200N) and 3 m at 1.90 g/t Au (line 89,400N).
The geological setting of the southern end of the Flinders anomaly is similar to Tasman, but north of line 88,800N it is
complicated by a series of interpreted north-east trending faults (from aeromagnetic data) and an increased density of granite
intrusions resulting in a sporadic distribution of the gold mineralisation (Hazard, 1994). The anomaly is terminated further
north about an interpreted north-east trending fault which has offset an adjoining magnetic horizon by approximately 2 km.
In late 1994, 174 RAB holes were drilled at the Flinders prospect mainly to infill the existing 200 metre spaced RAB traverses
to 100 m. The significant results from this program included an intercept of 3 m at 3.99 g/t Au on line 88,500N related to a
sediment/granite contact. On line 88,700N, two significant intersections were recorded; 3 m at 11.35 g/t Au, 3 m at 2.07 g/t
Au. In-fill traverses further to the north only encountered zones of anomalous mineralisation associated with a
sediment/granite contact.
A series of close-spaced RAB traverses completed along lines 88,760N and 88,840N and along two cross-cutting N-S trending
lines were designed to further investigate the significant intersection on line 88,800N (24 m at 3.43 g/t Au). Only anomalous
levels of gold mineralisation were intersected suggesting that the mineralisation is confined to a localised N-S trending pod.
The existing RAB line on 88,600N was also extended to the east of the main Flinders trend and encountered 3 m at 2.65 g/t in
one hole. No information was provided on the geological setting of this intersection.
In 1997, Goldfields completed 45 RAB holes over the Flinders anomaly. The only significant intersection reported was from
one hole on line 89,400N (17 m at 1.58 g/t Au including 4 m at 4.80 g/t Au).
Arimco completed a program of 40 RC drill holes in 1994 and a further 23 RC holes in 1995 to evaluate the RAB anomalies at
Flinders and Tasman. All holes were drilled at an angle of 60° to either grid east (068°) or grid west (248°). A summary of the
significant drill intercepts is presented in Table 3.2.
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Figure 3.3 Mt Finnerty project – Tasman and Flinders prospects interpreted geology (after Goldfields)
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Table 3.2
Tasman and Flinders prospects– Summary of significant RC drill hole intersections
Hole No.
MF002

Down hole depth (m)
49 – 51

Intercept
2.0 m @ 1.92 g/t Au

Tasman

MF003

37 – 38

1.0 m @ 1.38 g/t Au

Tasman

MF006

61 – 62

1.0 m @ 1.70 g/t Au

Flinders

63 – 64

1.0 m @ 1.91 g/t Au

MF007

MF008

MF009
MF011
MF014
MF015

68 – 69

1.0 m @ 2.02 g/t Au

44 – 45

1.0 m @ 1.12 g/t Au

49 – 51

2.0 m @ 3.59 g/t Au

55 – 57

2.0 m @ 2.52 g/t Au

67 – 68

1.0 m @ 1.08 g/t Au

80 – 81

1.0 m @ 1.48 g/t Au

83 – 84

1.0 m @ 1.07 g/t Au

55 – 56

1.0 m @ 1.34 g/t Au

58 – 59

1.0 m @ 1.11 g/t Au

62 – 64

2.0 m @ 1.55 g/t Au

65 – 66

1.0 m @ 1.84 g/t Au

67 – 69

2.0 m @ 2.82 g/t Au

70 – 71

1.0 m @ 1.10 g/t Au

77 – 78

1.0 m @ 1.21 g/t Au

111 – 112

1.0 m @ 1.49 g/t Au

92 – 93

1.0 m @ 1.05 g/t Au

102 – 103

1.0 m @ 1.46 g/t Au

43 – 44

1.0 m @ 1.40 g/t Au

45 – 46

1.0 m @ 2.22 g/t Au

77 – 78

1.0 m @ 1.10 g/t Au

88 – 89

1.0 m @ 1.31 g/t Au

2

1.0 m @ 1.73 g/t Au

79 – 80

1 –

1.0 m @ 1.24 g/t Au

87 – 88

1.0 m @ 3.42 g/t Au

MF018

71 – 72

1.0 m @ 1.90 g/t Au

MF019

49 – 51

2.0 m @ 2.89 g/t Au

MF021

48 – 49

1.0 m @ 10.75 g/t Au

52 – 54

2.0 m @ 2.09 g/t Au

MF022

MF023

62 – 63

1.0 m @ 1.65 g/t Au

50 – 51

1.0 m @ 1.02 g/t Au

56 – 57

1.0 m @ 2.26 g/t Au

72 – 73

1.0 m @ 1.30 g/t Au

98 – 99

1.0 m @ 1.01 g/t Au

62 – 71

9.0 m @ 98.40 g/t Au

Including

3.0 m @ 285.30 g/t Au

Comment

Flinders

Flinders
Tasman
Tasman
Tasman

Flinders
Flinders

Flinders

Flinders
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Table 3.2
Tasman and Flinders prospects– Summary of significant RC drill hole intersections
Hole No.
MF034

Down hole depth (m)
54 – 57

Intercept
3.0 m @ 6.41 g/t Au

Flinders

64 – 66

2.0 m @ 1.40 g/t Au

Flinders

68 – 69

1.0 m @ 1.29 g/t Au

64 – 65

1.0 m @ 1.42 g/t Au

69 – 71

2.0 m @ 3.32 g/t Au

MF037

75 – 76

1.0 m @ 3.05 g/t Au

Flinders

MF038

46 – 51

5.0 m @ 10.53 g/t Au

Flinders

57 – 66

9.0 m @ 3.40 g/t Au

MF035
MF036

Comment

Flinders

68 – 69

1.0 m @ 2.08 g/t Au

MF040

109 – 110

1.0 m @ 1.77 g/t Au

Flinders

MF041

56 – 57

1.0 m @ 7.94 g/t Au

Flinders

MF044

57 – 61

4.0 m @ 3.35 g/t Au

Flinders

69 – 70

1.0 m @ 1.40 g/t Au

75 – 76

1.0 m @ 2.10 g/t Au

88 – 89

1.0 m @ 2.23 g/t Au

91 –

2

1.0 m @ 1.07 g/t Au

68 – 69

1.0 m @ 1.35 g/t Au

71 – 72

1.0 m @ 3.67 g/t Au

MF045
MF046

3

1.0 m @ 1.74 g/t Au

Flinders

MF048

17 – 19

2.0 m @ 2.93 g/t Au

Tasman

75 – 76

1.0 m @ 1.42 g/t Au

MF063

26 – 27

1.0 m @ 1.85 g/t Au

45 – 46

1.0 m @ 1.50 g/t Au

43 – 44

1.0 m @ 1.72 g/t Au

Flinders

3.0 m @ 1.81 g/t Au

Flinders

MF064
MF065

2 –

Flinders

1 –

4

Flinders

56 – 57

1.0 m @ 1.29 g/t Au

42 – 43

1.0 m @ 2.89 g/t Au

67 – 69

2.0 m @ 1.28 g/t Au

70 – 72

2.0 m @ 1.23 g/t Au

MF069

53 – 54

1.0 m @ 1.40 g/t Au

Flinders

MF070

74 – 75

1.0 m @ 1.06 g/t Au

Flinders

MF071

59 – 60

1.0 m @ 1.66 g/t Au

Flinders

MF073

49 – 50

1.0 m @ 4.01 g/t Au

Flinders

MF076

52 – 53

1.0 m @ 6.26 g/t Au

Flinders

MF077

65 – 66

1.0 m @ 1.04 g/t Au

Flinders

MF079

44 – 46

2.0 m @ 1.70 g/t Au

Flinders

51 – 52

1.0 m @ 3.56 g/t Au

75 – 76

1.0 m @ 1.07 g/t Au

MF067

65

Flinders
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Table 3.2
Tasman and Flinders prospects– Summary of significant RC drill hole intersections
Hole No.
MF099

Down hole depth (m)
120 – 121

Intercept
1.0 m @ 1.18 g/t Au

Comment
Flinders

123 – 124

1.0 m @ 4.15 g/t Au

MF100

72 – 73

1.0 m @ 2.92 g/t Au

Tasman

MF101

102 – 103

1.0 m @ 1.03 g/t Au

Tasman

MF102

49 – 50

1.0 m @ 1.89 g/t Au

Tasman

MFRC022

107 – 108

1.0 m @ 13.75 g/t Au

Flinders

MFRC026

49 – 59

10.0 m @ 1.01 g/t Au

Flinders

MFRC028

39 – 40

1.0 m @ 1.09 g/t Au

Flinders

MFRC031

53 – 56

3.0 m @ 1.11 g/t Au

Tasman

MFRC032

84 – 85

1.0 m @ 2.58 g/t Au

Tasman

MFRC035

51 – 54

3.0 m @ 2.65 g/t Au

Tasman

A total of 19 RC holes were drilled over the Tasman prospect. The 7 RC holes completed along line 85,800N assessed the
significant RAB drill intercept of 6 m at 8.97 g/t Au. The results from these holes, which were drilled both toward grid east
and west, were disappointing having only intersected anomalous levels of gold mineralisation with the exception of two
narrow zones of greater than 1 g/t Au in holes MF002 and MF003 (Table 3.2). A further 4 RC holes were completed 200 m to
the south along line 85,600N and returned similar results with only one significant intercept recorded in hole MF011 (Table
3.2). A 6 RC hole traverse completed along line 86,400N only encountered narrow zones of low-grade gold mineralisation in
holes MF014, MF015, MF048 and MF100 (Table 3.2) mostly related to a flat-lying zone of supergene mineralisation.
Low-grade gold mineralisation was also reported from two RC holes (MF101 and MF102) completed to the west of the main
Tasman anomaly (Table 3.2).
In 1997, Goldfields drilled a further 6 RC holes at Tasman and again only encountered narrow zones of low-grade gold
mineralisation in holes MFRC031, MFRC032 and MFRC035 (Table 3.2).
Arimco completed an initial program of 24 RC holes along 5 traverses at the Flinders prospect. The program mainly evaluated
the area surrounding the significant RAB drill hole intersection of 24 m at 3.43 g/t Au on line 88,800N. A four hole traverse
(MF006 to MF009) along line 88,800N drilled towards grid east at 20 m centres intersected multiple zones of low to moderate
grade gold mineralisation (Table 3.2). Significant high-grade gold mineralisation was encountered in two scissor holes (MF023
and MF038) drilled into this zone including an impressive intercept of 9.0 m @ 98.40 g/t Au (Table 3.2). Hazard (1994)
described the presence of fine visible gold associated with milky quartz veining and highly anomalous lead values (>0.5%) in
a zone dipping towards grid east and terminating at depth in granite.
Two traverses were also drilled towards grid west to the immediate north (line 88,840N, holes MF041 to MF043) and south
(line 88,760N, holes MF044 to MF046) of this high-grade zone. Multiple zones of mostly narrow, low to moderate-grade gold
mineralisation were intersected. Two further traverses to the south on line 88,600N (MF021, MF022 and MF034-037) and
88,200N (MF018-020 and MF047) indicated that the gold mineralisation progressively weakens to the south (Table 3.2).
A further 20 RC holes were completed at Flinders during 1995. Eight of these holes were targeted at the main zone of highgrade gold mineralisation and encountered further narrow zones of low-grade gold mineralisation in holes MF067 and MF099
(line 88,760N) and holes MF069, MF070 and MF071 (line 88,840N, Table 3.2).
A traverse of 7 RC holes (MF063-065, MF076-079) were also drilled along line 88,700N to investigate the significant RAB
intercepts to the immediate south of the main Flinders high-grade zone. Several narrow intervals of gold mineralisation were
encountered (Table 3.2). A further four RC holes (MF072-075) were drilled along the western end of this line where previous
RAB drilling had outlined a zone of anomalous gold mineralisation associated with altered metabasalt. Wide zones of
anomalous gold mineralisation were recorded in 3 of the holes mostly associated with a granite contact zone. One significant
intercept was recorded in hole MF073 (Table 3.2). Arimco noted that the holes may have been drilled down the dip of the
mineralised structures.
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In 1997, Goldfields completed a further 10 RC holes over the Flinders prospect. Further low-grade gold mineralisation was
outlined to the immediate west of the main Flinders high-grade zone in holes MFRC026, MFRC028 and MFRC030 (Table 3.2).
A further high-grade intercept was recorded in hole MFRC022 at the eastern end of line 89,200N.
Limited description is provided on the controls of the gold mineralisation at Flinders although Arimco noted the presence of
both supergene and primary gold mineralisation associated with shallow east dipping quartz veins within pelitic and
psammitic sediments near a granite contact. This description is consistent with Snowden’s observations from an inspection of
the drill samples. Weathering was noted to extend to vertical depths of greater than 60 m in places.
Elsewhere at Flinders, gold mineralisation is associated with quartz veining at the contact of mafic volcanics and granite.
Giles and Forrest prospects
The Giles prospect straddles the boundary of E16/272 approximately 3.5 km NNW of Jaurdi Homestead (Figure 3.1). The
prospect is contained within a NNW-trending gold-in-soil anomaly outlined by Arimco extending over a 1.5 km strike length.
RAB drill testing by Arimco over the northern extent of the anomaly within E16/272 encountered several anomalous
intersections. Two follow-up RC holes (MF107 and 108), located approximately 200 m from the tenement boundary within
E16/272, intersected gold mineralisation associated with quartz stockwork veining in saprolitic clays (Table 3.3). Arimco had
noted that these holes may have been drilled down the dip of the mineralisation (Hazard, 1995). Goldfields completed a
further three RC holes into this zone with only one significant intercept reported from hole MFRC007 (Table 3.3).
Table 3.3
Giles prospect– Summary of significant RC drill hole intersections
Hole No.
MF107

MF108

MFRC007

Down hole depth (m)
36.0
38.0
47.0
70.0
72.0
78.0
14.0
65.0
72.0
101.0

– 37.0
– 39.0
– 48.0
– 71.0
– 73.0
– 80.0
– 15.0
– 66.0
– 73.0
– 102.0

Intercept
1.0 m @ 3.82 g/t Au
1.0 m @ 11.10 g/t Au
1.0 m @ 1.15 g/t Au
1.0 m @ 2.98 g/t Au
1.0 m @ 3.51 g/t Au
2.0 m @ 3.95 g/t Au
1.0 m @ 3.81 g/t Au
1.0 m @ 2.13 g/t Au
1.0 m @ 1.13 g/t Au
1.0 m @ 3.85 g/t Au

The Forrest prospect represents the NNW-trending continuation of the Giles gold-in-soil anomaly that straddles the boundary
of E16/272 (Figure 3.2). Previous RAB drilling by Arimco had outlined a pod of gold mineralisation of limited strike length
(Hazard, 1995) centred on a drill hole intersection of 6 m at 2.15 g/t Au. A series of N-S and E-W trending RAB traverses about
this intersection failed to outline any extensions to the mineralisation. Further RAB and RC drilling was carried out by
Goldfields over this anomaly. The only significant intersections recorded were further to the north within an adjoining third
party tenement in the vicinity of the Breakaway mine workings. The RAB program did, however, confirm the presence of
anomalous bedrock geochemistry extending south towards the Giles prospect.

67

Reed Resources Ltd

Collie prospect
Gold mineralisation at the Collie gold workings (Figure 3.2) is hosted along a narrow NNW-trending BIF unit currently being
exploited within a small mining lease excised from E16/272. Arimco completed a RAB traverse along a gold-in-soil anomaly
extending to the north of the workings but failed to encounter any significant results.
3.4.3

Iron ore potential

Substantial deposits of iron ore at Koolyanobbing are currently being exploited by Portman Ltd some 60 km west of the Mt
Finnerty project area. These iron ore deposits comprise goethite and limonite enrichments overlying weathered BIF and lenses
of specular haematite hosted within BIF. Further north within the Marda Complex, similar substantial deposits of iron ore have
been outlined at Bungalbin, Mt Jackson and Windarling.
BIFs and banded chert formations are found extending the full length of Reed Resources project area and possibly represent
the southern continuation of the BIFs within the Marda Complex to the north-west. In the northern portion of the project area,
the BIFs and banded chert formations form prominent ridgelines and hills.
There is no record of any exploration work for iron ore within the Mt Finnerty project area. A survey by government geologist
J Soufoulis in 1957 (Soufoulis, 1960) had recorded the presence of iron ore at Iron Knob (Mt Finnerty) and a small deposit of
secondary manganese at Mt Watt (Figure 3.2). A high-grade deposit of iron ore was also identified to the north-west of Mt
Walton directly north of the Mt Finnerty project area (Figure 3.2). Soufoulis described the deposit as banded jaspilite with
lenses of haematite. Soufoulis estimated the potential for 2.5 million tons of iron ore at a weighted average grade of 60.5% iron
based on seven samples collected.
A reconnaissance survey for iron ore was carried out in 1962 (Waddy, 1962) over the line of hills extending from Mt Finnerty
in the south to Mt Walton in the north of the project area.
Haematite-rich bands at Iron Knob (Mt Finnerty) and "vertically outcropping beds of limonite on the eastern side of the main
ridge" were noted by Waddy. The two limonite beds, of 4 feet and 10 feet in thickness, were apparently traced over 2 miles.
Samples collected from this zone assayed up to 61% iron.
The 3 samples collected from Iron Knob averaged 40% iron from an exposure of 300 feet in width and 550 feet in length.
Sampling at Mt Watt averaged 46% iron over an exposure of 310 feet in width and 1,000 feet in length. No geological
description was provided in Waddy’s report on the nature of these exposures, which are considered by Snowden to most likely
comprise BIF with lenses of haematite.
The small outcrop of secondary manganese was also inspected at Mt Watt but was considered to have limited economic
potential.
Snowden conducted a traverse over Mt Watt to investigate the reported iron ore and manganese occurrences. Whilst the
manganese outcrop was not located, a small lens of massive specular haematite in BIF was located on the summit of Mt Watt
confirming the prospectivity of this belt for iron ore mineralisation.
Future evaluation of the iron ore potential within the Mt Finnerty project area should also consider the low-lying regions both
along strike and adjacent to the BIF ridges where supergene deposits of limonite and goethite could occur.
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3.44

Other prospect areas

To the best of Snowden’s knowledge there has been no meaningful exploration work carried out in the remaining tenements
that make up the Mt Finnerty project area.
3.5

EXPLORATION POTENTIAL

It is Snowden’s opinion from its assessment of the exploration work completed to date over the Mt Finnerty project area that:
•

on the whole, a blanket approach was adopted in the surface geochemical sampling programs with little consideration
given to the nature of the anomalies (or lack thereof) in relation to the sample medium. It is therefore recommended
that detailed regolith maps be compiled over the project area to gain a better understanding of the anomalies. Areas of
transported cover should also be reassessed using augers to ensure the collection of residual regolith;

•

the RAB drill holes were mostly vertical and to set depths. This has reduced the probability of intersecting narrow
steeply dipping lodes of high-grade gold mineralisation that characterise the known gold deposits in the region.
Furthermore, many of the holes may not have penetrated the deep weathering profile where supergene depletion may
have taken place.

•

exploration work by Arimco and Goldfields with the Mt Finnerty project area has essentially downgraded the potential
of the main prospect areas evaluated although several second order anomalies at Flinders warrant further
investigation;

•

it is apparent from the Arimco and Goldfields exploration work that two significant NNW-trending zones host to the
known areas of gold mineralisation within the Mt Finnerty project area. The western zone extends for over 20 km from
the Boucher workings in the south of the project area to the Collie workings in the north. There has been very limited
exploration work to date along the NW strike extent of this zone, which is partly contained within Reed Resources
project area. The eastern zone, which has been outlined over a 10 km strike length, encompasses the Flinders and
Tasman prospects. Once again, limited exploration work has been carried out over the northern and southern strike
extent of this zone; and

•

the two interpreted gold-bearing zones are separated by BIFs and banded chert formations that are considered
prospective for iron ore and possibly manganese mineralisation.

It is Snowden’s opinion that the Mt Finnerty project is prospective for gold and iron ore mineralisation. High-grade, quartz
vein-hosted gold deposits are considered to be the most likely style of gold mineralisation that could be discovered within the
project area through on-going exploration work by Reed Resources.
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3.6

PROPOSED EXPLORATION AND EXPENDITURE

Reed Resources has proposed a staged program of exploration over a two year period for the Mt Finnerty project. Snowden
has reviewed the proposed exploration budget, which is summarised in Table 3.4, and has found it to be realistic in the context
of the equity being raised. The exploration program is mostly directed towards further geophysical and geochemical surveys,
and drilling over the main mineralised trends. Other exploration work will include the assessment of the iron ore and
manganese potential within the project area and target generation within the lightly explored areas.
Snowden notes that the proposed Year 2 exploration program will be dependent on the results from the first year of
exploration. It should be possible, however, to establish the resource potential of the project area within the 2 year period.

Table 3.4
Mt Finnerty project – Proposed Exploration Budget
Project

Year 1

Year 2

Total

Tasman - Flinders trend (E16/272)

$213,500

$188,600

$402,100

Bakers - Forrest trend (E16/272)

$153,300

$132,850

$286,150

Boucher - Ryans Find trend (E15/621)

$52,250

$73,650

$125,900

Mt Finnerty – Mt Walton iron ore/manganese exploration

$43,540

$160,550

$204,090

$276,400

$23,300

$299,700

Environmental Management

$40,000

$40,000

$80,000

Overheads -Legal, Administration, Tenement Costs

$79,556

$68,404

$147,960

$858,546

$687,354

$1,545,900

Regional Exploration

TOTAL

4.0 PROJECT VALUATIONS
4.1

VALUATION CONSIDERATIONS

4.1.1

Introduction

A co-author of this report is a Fellow of the Australasian Institute of Mining and Metallurgy (AusIMM) and, therefore, is
obliged to prepare mineral asset valuations in accordance with the Australian reporting requirements as set out in the
VALMIN Code and Guidelines for Assessment and Valuation of Mineral Assets and Mineral Securities for Independent Expert
Reports as adopted by the AusIMM in 1998. The opinions expressed and conclusions drawn with respect to this valuation are
appropriate at the valuation date of 25 March 2002. The valuation is only valid for this date and may change with time in
response to variations in economic, market, legal or political conditions in addition to on going exploration results. The
objective of a mineral asset valuation is to establish a "fair market" value for an asset in the context of all the foregoing factors.
4.1.2

Fair Market Value of Mineral Assets

Mineral assets are defined in the VALMIN Code as all property including, but not limited to real property, mining and
exploration tenements held or acquired in connection with the exploration, the development of and the production from those
tenements together with all plant, equipment and infrastructure owned or acquired for the development, extraction and
processing of minerals in connection with those tenements.
The VALMIN Code defines the value, that is fair market value, of a mineral asset as the estimated amount of money or the
cash equivalent of some other consideration for which, in the opinion of the Expert or Specialist reached in accordance with
the provisions of the VALMIN Code, the mineral asset should change hands on the valuation date between a willing buyer
and a willing seller in an arms length transaction, wherein each party has acted knowledgeably, prudently and without
compulsion.
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In effect, therefore, the valuation expert is assumed to have the knowledge and experience necessary to establish a realistic
value for a mineral asset. The real value of a tenement can only be established in an open market situation, where an informed
public is able to bid for an asset. The most open and public valuation of mineral assets occurs when they are sold to the public
through a public share offering by a company wishing to become a public listed resource company, or by a company raising
additional finance. In this instance, the public is given a free hand to make the decision, whether to buy or not buy shares at
the issue price, and once the shares of the company are listed, the market sets a price.
It is well known to most valuation experts that where exploration tenement valuation is concerned there really are two quite
distinct markets operating in Australia. Almost without exception, the values achieved for exploration tenements sold through
public flotation are higher than where values are established through, say, the cash sale of tenements by a liquidator, or the
sale of a tenement by a small prospector to a large company neighbour, or through joint venture arrangements.
It is our opinion, that in all these circumstances the terms of sale generally do not meet the criteria laid out in the VALMIN
Code for fair market value ie. transaction between a willing buyer, willing seller in an arms length transaction, wherein each
party had acted knowledgeably, prudently and without compulsion. Invariably one of the parties is a less than enthusiastic
participant and it can’t be said that the purchase or sale is without an element of compulsion.
Joint Venture terms are, in our opinion, particularly difficult to use as a valuation guide because rarely are the terms
straightforward - there are usually exit clauses built-in to a joint venture whereby the earn-in party has the right to exit after
some specified period or some amount has been expended. Just what cash or cash equivalent price is being paid for a tenement
becomes distinctly blurred.
It is Snowden’s opinion that the fair market value of exploration tenements should be valued by the Expert on the assumption
that they are traded by vending them into a public float. Generally this will mean that the vendor is issued escrow shares
(escrow period is usually two years). Importantly, this is a true cash sale situation, since the purchaser of the tenements (the
public) is always expected to pay cash.
The VALMIN Code notes that the value of a mineral asset usually consists of two components, the underlying or Technical
Value and the Market component which is a premium relating to market, strategic or other considerations which, depending
on circumstances at the time, can be either positive, negative or zero. When the Technical and Market components of value are
added together the resulting value is referred to as the market value.
The value of mineral assets is time and circumstance specific. The asset value and the market premium (or discount) changes,
sometimes significantly, as overall market conditions, commodity prices, exchange rates, political and country risk change.
Other factors that can influence the valuation of a specific asset include the size of the company’s interest, whether it has sound
management and the professional competence of the asset’s management. All these issues can influence the market’s
perception of a mineral asset over and above its technical value.
4.1.3

Methods of Valuing Mineral Assets

When valuing an exploration or mining tenement the Expert is really attempting to arrive at a value that reflects the potential
of the tenement to yield a mineable ore reserve and which is, at the same time, in line with what the tenement will be judged
to be worth when assessed by the market. Arriving at the value estimate by way of a desktop study is notoriously difficult
because there are no hard and fast rules and no single industry-accepted approach.
It is obvious that on such a matter, based entirely on professional judgement, where the judgement reflects the valuation
Expert’s previous geological experience, local knowledge of the area, knowledge of the market and so on, that no two valuers
are likely to have identical opinions on the merits of a particular property and therefore, their assessments of value are likely
to differ - sometimes markedly. Snowden is aware, for example, of two independent valuation reports prepared at the same
time for the same tenement and the preferred values arising from the two studies were approximately $20,000 and $1,600,000
respectively.
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Lawrence (1994) has reviewed the most commonly employed methods of exploration tenement valuation. The methods are:
• multiple of exploration expenditure method (exploration based) also known as the premium or discount on costs
method or the appraised value method;
• joint venture terms method (expenditure based);
• geoscience rating methods such as the Kilburn method (potential based); and
• comparable market value method (real estate based).
It is possible to identify positive and negative aspects of each of these methods. It is notable that most valuers have a single
favoured method of valuation for which they are prepared to provide a spirited defence and, at the same time present
arguments for why other methods should be disregarded. The reality is that it is easy to find fault with all methods since there
is a large element of subjectivity involved in arriving at a value of a tenement no matter which method is selected. It is obvious
that the Expert valuer must be cognisant of actual transactions taking place in the industry in general to ensure that the value
estimates are realistic.
In Snowden’s opinion a geologist charged with the preparation of a tenement valuation must give consideration to a range of
technical issues as well as make a judgement about the "market". Key technical issues that need to be taken into account
include:
•
•
•
•
•

geological setting of the property;
results of exploration activities on the tenement - usually data from soil sampling, trenching, mapping and drilling;
interpretation of geophysical data and remotely sensed information;
evidence of mineralisation on adjacent properties; and
proximity to existing production facilities of the property.

In addition to these technical issues the valuation Expert has to take particular note of the market’s demand for the type of
property being valued. Obviously this depends upon professional judgement. As a rule, adjustment of the technical value by
a market factor must be applied most judiciously. It is Snowden’s view that an adjustment of the technical value of a mineral
tenement should only be made if the technical and market values are obviously out of phase with each other.
It is Snowden’s opinion that the current market in Australia may pay a premium over the technical value for high quality
mineral assets ie. assets that hold defined resources that are likely to be mined profitably in the short-term (less than 5 years)
or projects that are believed to share the potential to develop into mining operations in the short term even though no
resources have been defined. On the other hand exploration tenements that have no defined attributes apart from interesting
geology or a "good address" may well trade at a discount to technical value. Deciding upon the level of discount or premium
is entirely a matter of the Experts professional judgement. This judgement must of course take account of the commodity
potential of the tenement. Currently in the Eastern Goldfields of Western Australia a tenement may have a modest value for
its nickel potential but a elevated value for its gold and platinum group element potential. There are of course numerous
factors that affect the value such as proximity to an established process facility and the size of the land holding.
The current Australian market in exploration tenements is also strongly impacted by the size of the land holding. In our
opinion a large consolidated tenement holding in an area with strong exploration potential attracts a premium because of its
appeal to the large companies.
The most widely used methods for the technical valuation of exploration properties are summarised below.
Kilburn’s Geoscience Rating Method
Kilburn, a Canadian mining engineer was concerned about the haphazard way in which exploration tenements were valued.
He proposed an approach which essentially requires the valuer to justify the key aspects of the valuation process. As
Goulevitch and Eupene (1994) note, the valuer must specify the key aspects of the valuation process and must specify and
rank aspects which enhance or downgrade the intrinsic value of each property. The intrinsic value is the base acquisition cost
(BAC) which is the average cost incurred to acquire a base unit area of tenement and to meet all statutory expenditure
commitments for a period of 12 months. Different practitioners use slightly differing approaches to calculate the BAC.
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In Western Australia there are three classes of tenement, the exploration licence (EL) the prospecting licence (PL) and the
mining lease (ML). The BAC’s per unit of area have been determined by Snowden to be:
• Exploration licence
$335/km2 or $991/sub-block
• Prospecting licence
$42/ha
• Mining lease
$111/ha
The Kilburn method systematically assesses and grades four key technical attributes of a tenement to arrive at a series of
multiplier factors. The multipliers are then applied serially to the BAC of each tenement with the values being multiplied
together to establish the overall technical value of each mineral property. The fifth factor the market factor is then multiplied
by the technical value.
The multipliers or ratings and the criteria for rating selection are summarised in Table 4.1.
Table 4.1
Kilburn Rating Criteria
Rating
factor

Off property
Factor

On property
Factor

Anomaly
Factor

Geological

0.1

Generally
unfavourable lithology

0.2

Generally unfavourable
lithology with structures

0.3
Generally favourable
lithology (10%-20%)

0.4
0.5

Extensive previous
exploration with
poor results

0.6
0.7
0.8

Alluvium covered,
generally favourable
lithology (50%)

Generally favourable
lithology (50%)

0.9
1
1.5
2
2.5

No known mineralisation

No known mineralisation

Minor workings

Minor workings

Several old workings

Several old workings

Abundant workings

Abundant workings

Several well defined
targets

3

3.5

No targets outlined

Several significant
subeconomic intersections

Abundant workings/
mines historical production
>200,000 oz

Abundant workings/
mines historical production
>100,000 oz

5

Along strike significant
mine(s) with production/
reserves >1M oz

Historical production
> 500,000 oz

10

Along strike significant
Mine(s) with production/
reserves >5M oz

4
4.5
Several significant ore
grade correlatable
intersections
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Generally favourable
lithology (70%)
Generally favourable
lithology
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lithology with structures
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lithology with structures
along strike of a major
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Lawrence (1994) has noted that the successful application of this method depends on the selection of appropriate multipliers
that reflect the tenement prospectivity. There is, furthermore, the expectation that the outcome reflects the market’s perception
of value. Snowden is philosophically attracted to the Kilburn type of approach because it at least makes an attempt to
implement a system that is systematic and defendable. It endeavours to take account of the key factors that can be reasonably
considered to impact on the exploration potential. The keystone of the method is the BAC which provides a standard base
from which to commence a valuation. The acquisition and holding costs of a tenement for 1 year provides a reasonable, and
importantly, consistent starting point. Presumably when a tenement (EL, PL or ML) is pegged for the first time by an explorer
the tenement has been judged to be worth at least the acquisition and holding cost.
Some argue that on occasions it is expedient to convert say a PL to an ML for strategic rather than exploration success reasons
and hence it is unreasonable to value such an ML starting at the relatively high BAC for an ML compared with a PL. In our
opinion the multiplier factors will take care of this issue and will value the tenement appropriately.
It has also been argued that the Kilburn method is a valuation-by-numbers approach. Bruce et al. (1994) suggests it is an
attempt to quantify the judgement of experienced geologists and engineers into numbers for anyone to use. Snowden is
unsure of the basis for this interpretation. In our opinion the strength of the method is that it reveals to the public, in the most
open way possible, just how a tenement’s value was arrived at. It is anything but misleading for the public and is indeed the
only approach that lays out, for all to see, the subjective judgements made by the valuation Expert.
Multiple of Exploration Expenditure (also known as the Appraised Value Method)
This method has been described in detail by Lawrence (1994). The basic philosophy of the Multiple of Exploration Expenditure
Method is that an exploration tenement is worth the meaningful past exploration expenditures plus warranted future costs
adjusted by a market factor. The magnitude of this factor is based on the subjective judgement by the valuer of exploration
potential, location of the property and activity in the area. In essence this is precisely what Kilburn was endeavouring to
achieve with the multiplier factors but in a more systematic and less ad hoc manner.
An important element of this method, which is often overlooked in its application, is that only those past expenditures which
are considered reasonable and productive are retained as value. Productive means that the results of the work give sufficient
encouragement to warrant further work by identifying the potential for the existence and discovery of an economic mineral
deposit. Warranted future costs comprise a reasonable exploration budget to test the identified potential, which can be
geophysical or geochemical anomalies or promising mineralisation already identified. It is Lawrence’s (1994) view that if
exploration work downgrades potential, it is not productive and should not be retained as value. Obviously if the property
is considered to have negligible exploration potential, it has little or no value.
As with the Kilburn Method, the Multiple of Exploration Method requires a thorough understanding of the exploration
process, industry standards and unit costs for drilling and other exploration techniques. It requires that the valuer becomes
familiar with the geological setting, the exploration target, the exploration history and appropriate exploration techniques.
These requirements are best fulfilled by seasoned exploration geologists with a variety of experience and sound technical
judgement.
The principal short-comings of this method are that there is no constant base from which to commence the valuation, as there
is with the BAC used in the Kilburn Method, and secondly, there is no systematic approach taken in arriving at the exploration
multiplier. A judgement is required therefore, at both the start and the end of the valuation.
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Joint Venture Term Method
The Joint Venture Terms method takes into account existing JV agreements or the JV terms for nearby and/or similar
properties. Lawrence (1994) points out that only arm’s length agreements and firmly committed expenditure are ever
considered and he notes that a premium may be considered for being an operator. In Snowden’s opinion the JV method is
inappropriate for the valuation of exploration tenements for reasons which include:
• the method does not meet the fundamental valuation requirements as presented in the Code; and
• the method is too subjective and open to manipulation.
It is our opinion that tenements should be valued prior to JV terms being negotiated for a property rather than the terms of
the JV being represented to reflect the value of the tenement.
Where joint venture arrangements do already exist the terms of the joint venture need to be taken into account and are likely
to lead to the technical value of the tenement being appropriately adjusted to reflect the prevailing earn-in arrangements and
whether the joint venture will run its full course ie. whether the earn-in party will meet all expenditure obligations required
in the agreement or will it walk away prematurely with either a small interest or no retained interest at all.
In Snowden’s opinion, Joint Ventures are generally complex documents with "walk-away" provisions and do not necessarily
have any bearing on the market’s perception of the value of a tenement. Joint Venture agreements serve a purpose quite
different to that of establishing a market value for a tenement.
An acceptable situation exists when an "arms length" JV agreement has been established and the JV partner has demonstrated
a strong willingness to meet the terms of the JV and there are reasonable grounds to believe that the terms of the agreement
will continue to be met and the earn-in will be concluded in a relatively short time.
Comparable Market Value Method (or Real Estate Method)
In certain circumstances the method of valuing tenements in the context of recent transactions on similar tenements in a given
area may be appropriate. In such a case the market’s view is being taken into account. We suggest that this general approach
can be used to ensure that valuations by the Kilburn or Multiple of Exploration methods are sensible and realistic. However,
the Comparable Market Value method is subjective and Snowden believes that it should be avoided for any systematic
valuation of tenements for presentation in a public document, since the method is unlikely to hold up to technical scrutiny.
In Snowden’s opinion exploration tenements without defined mineral resources can only be realistically valued by the Kilburn
(or some other systematic rating method) or the Multiple of Exploration methods. In our opinion the Kilburn approach is
generally the most appropriate method to use. At least the basis for the professional judgement is laid out for public scrutiny
and the method is as transparent as any method can be.
Valuation of Resources and Ore Reserves
Where resources and/or ore reserves have been defined our approach is to excise them from the tenement and to value them
separately on a value per ounce basis or on the basis of a discounted cash flow. The value of the exploration potential of the
remainder of the tenement can then be assessed using the Kilburn method. A similar approach is adopted for the valuation of
gold in tailings or rock stockpiles. Discounts are applied to the estimated contained metal to represent loss in recovery and
uncertainty in the information
Once a resource has been assessed for mining by considering revenues and operating (mining processing) and administrative
costs the economically viable component of the resource becomes the ore reserve. When this is scheduled for mining and all
capital costs are considered the net present value (NPV) of the project is established by discounting future annual cash flows
using an appropriate discount rate. The resulting "classical" NPV has numerous deficiencies which are linked to the fact that
the method assumes a static approach to investment decision making which is obviously not the case. Nevertheless the NPV
represents the only practical approach to valuing a proposed or on-going mining operation.
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When only a resource has been outlined and its economic viability has still to be established (there is no ore reserve) then
typically a "rule of thumb" approach is usually applied. With gold projects this means allocating a dollar value to resource
ounces of gold in the ground.
The quality is a factor of:
•
•
•
•
•
•

the grade of the resource;
the proximity to infrastructure such as an existing mill, roads, power, water, skilled work force, equipment, etc;
likely processing and capital costs;
the amount of pre strip (for open pits) or development (for underground mines) necessary;
the likely ore to waste ratio; and
the overall confidence in the resource.

In Snowden’s opinion, based on the comparison of a number of resource estimates with detailed cash flows for projects located
in both Australia and overseas, the value of an ounce of gold in the ground, is as follows:
Project Type

Value per ounce
(A$)

Quality project

$30

– $200

Average quality project

$15

–

$30

$5

–

$15

Marginal project

4.2

VALUATION METHODOLOGY

4.2.1

Exploration Potential

Having considered the various methods used in the valuation of exploration tenements, Snowden is of the opinion that the
Kilburn method provides the most appropriate approach to the technical valuation of Reed Resources exploration tenements
on which there are no defined resources.
In arriving at a technical value for a particular exploration tenement, Snowden has taken into consideration the company’s
equity in the tenement and has only considered the net area of a tenement where it overlaps with any pre-existing titles.
Instances of overlap have arisen as a consequence of the graticular application system for Exploration Licences and through
the conversion of certain Exploration Licences and Prospecting Licences to Mining Leases.
In arriving at a fair market value for a particular exploration tenement, Snowden has also considered the current market for
gold exploration properties in Australia. Snowden is of the opinion that it is appropriate to apply a market premium of 20%
to the technical value of Reed Resources interest in the exploration potential of its tenements given the recent significant
improvement in the market for advanced gold exploration properties.
Snowden has also noted that many of Reed Resources tenements are applications with no underlying title. Approval of these
tenement applications remains subject to Native Title clearance. It should also be noted that the Company cannot commence
exploration, and hence expenditure of the funds raised, on theses properties until the applications are granted. It is Snowden’s
understanding that for Exploration and Prospecting Licence applications, this process takes at least four months should there
be no objections lodged, but could take longer for Mining Lease applications under the ‘Right to Negotiate’ process. It is
therefore reasonable to expect that title to Reed Resources Exploration and Prospecting Licence applications could be resolved
in the next four to six months. Title to the Mining Lease applications will, however, be dependent on the execution of an
agreement with the relevant Native Title claimants and could take a significantly longer period to negotiate.
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Snowden has been advised by Reed Resources that its applications are in good standing and that there is currently no cause
to doubt their eventual granting. Until such time as they are granted, Snowden considers it appropriate to discount the current
estimated value of the Exploration and Prospecting Licence applications by 10% and the Mining Lease applications by 30% to
reflect the uncertainty in the timing of granting of these tenements to permit the commencement of mineral exploration
activities.
4.2.2

Mineral Resources

For the valuation of Reed Resources gold resource ounces, Snowden has elected to assign a dollar value per gold ounce in the
ground. To establish a benchmark market value for in ground resource ounces, Snowden has carried out a search for publicly
available information on recent market transactions involving both open pit and underground gold resource projects. Table
4.2 summarises several recent market transactions:
Table 4.2
Gold Resource Market Transactions
Project

Transaction

Resources

Comments

Davyhurst
Gold Project

In April 2000, Croesus Mining NL
purchased a 100% interest in the
Davyhurst Gold Project (WA) for a
consideration of $3M, 1M shares
(approx $230,000) and 2M unlisted options.

Total resource as at
April 2000 was
approximately
400,000 oz Au.

Transaction includes
a 1.3 Mtpa treatment
plant and a 560 km2
exploration holding

White Foil
Gold Project

In June 2000, Goldfields Ltd purchased a
49% interest in the White Foil Gold Project
(WA) from Mineral Commodities NL for a
consideration of $9M.

Total resource as at
June 2000 was
11.8 Mt at
2.42 g/t Au
or 915,000 oz Au.

Mt Monger
Gold Project

In July 2000, General Gold Resources NL
sold its 100% interest in the Mt Monger
Gold Project (WA) to Solomon Resources
Ltd for a consideration of $1.65M and
1M shares in Solomon (worth $CAD140,000
or approximately $175,000 using an
exchange rate of about 1.25 as at Sept 2000).
Previously Solomon had paid $100,000 and
expended $1.5 M on exploration under a
previous earn-in arrangement.

Total Resource as at
September 2000 was
2.302 Mt at
3.9 g/t Au or
288,643 oz Au.

Transaction includes
a 600,000 tpa
treatment plant and
a large exploration
holding

$11.87 per gold
resource ounce for
total consideration
paid.

Golden Cities In December 2000, Goldfields Ltd
Gold Project purchased a 100% interest in the Golden
ities Gold Project (WA) from Third Rail
Ltd for a consideration of $5.5M and
approximately $7M in future production
royalties. This arrangement was net of a
60,000 oz call option contract at $440/oz
(approx $4.6M).

Total resource as at
December 2000 was
741,000 oz Au.

Transaction includes
a large exploration
holding

$10.66 per gold
resource ounce

Safari Bore
Project

In late 2000, Sons of Gwalia purchased a
100% interest in the Safari Bore Project
(WA) from Goldfields Ltd and Homestake
Mining Company for $1.1M.

Total resource as at
December 2000
was 3.5 Mt at
3.1 g/t Au or
345,000 oz Au.

Transaction includes
an exploration
holding

$3.19 per gold
resource ounce

Maud Creek
Gold Project

In March 2001, Hill 50 Gold NL purchased
a 100% interest in the Maud Creek Gold
Mine (NT) from Phoenix Mining Ltd for a
consideration of 3.5 M shares or $2.8M
($0.80 was closing price at date of issue)

High-grade resource
to 485m as at 1999
was 2.289 Mt at
6.64 g/t Au or
488,650 oz Au.
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Value per
Resource Ounce *
(A$)
$8.08 per gold
resource ounce

$20.07 per gold
resource ounce

$5.73 per gold
resource ounce
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Table 4.2
Gold Resource Market Transactions
Project

Transaction

Resources

Comments

Value per
Resource Ounce *
(A$)

Old Plough
Dam Project

In May 2001, Pacmin Mining Corporation
Ltd purchased a 62.42% interest in Old
Plough Dam Project (WA) from Goldfields
Ltd for a consideration of $5M. The
transaction is subject to a $10/oz
production royalty over 160,000 oz.

Total resource as at
May 2001 was
1.95 Mt at 3.5 g/t Au
or 220,000 oz Au.

New
Celebration
Gold Project

In June 2001, Hill 50 Gold NL purchased
a 100% interest in the New Celebration
Gold project from Newcrest Mining Ltd
for a consideration of $10M (plus the value
of stocks and stores). The transaction is also
subject to a production royalty of $10/oz
above 400,000 oz and a $1M payment for
each discovery over 250,000 oz..

Total resource as at
December 2000 at
New Celebration
was 13 Mt at
2.6 g/t Au or
1.1 Moz Au.

Kirkalocka
Gold Project

In September 2001, Equigold NL purchased
a 100% interest in the Kirkalocka Gold
Project from Sons of Gwalia Ltd for a total
consideration of $4.5M. The transaction is
subject to a production royalty in excess
of 250,000 oz and the right to buy back 50%.

Total Inferred
Resource as at
September 2001 at
Kirkalocka was
7.4 Mt at 2.2 g/t Au
or 520,000 oz Au.

$8.65 per gold
resource ounce

Mount
Pleasant
Project

In September 2001, Goldfields Ltd agreed
to purchase a 100% interest in the Mount
Pleasant Project from Centaur Mining &
Exploration Ltd for a total consideration
of $42.6M

Total resource as at Transaction includes
December 2000 at
a 3,000 km2
Mt Pleasant was
exploration holding.
39.7 Mt at 3.8 g/t Au
or 4.8 Moz Au.

$8.88 per gold
resource ounce

St Ives and
Agnew
Projects

In September 2001, Gold Fields Ltd (SA)
successfully bid for a 100% interest in the
St Ives and Agnew projects for a total
consideration of $US180 M cash and
$US52 M in shares. A net smelter royalty
of 4% is payable on gold produced in
excess of 4.07 Moz and 10% of the spot
gold price exceeding A$600/oz.

Total combined
resources as at
June 2000 was 69 Mt
at 4.3 g/t Au or
9.3 Moz Au.

Transaction includes
two treatment plants
and associated
infrastructure and
an extensive
exploration holding

$48.69 per gold
resource ounce
using an exchange
rate of $US0.50.

Mount
Gibson
Project

In October 2001, Gold Partners Ltd agreed
to purchase the rights to acquire a 100%
interest in the Mount Gibson Project from
PacMin Mining Corp Ltd for a total
consideration of $2.0M in shares, $0.5M
cash, $0.45M in convertible notes and a
$1.088M guarantee for performance bonds.

Total Indicated
Resource as at
October 2001 at
Mt Gibson was
5Mt at 3.2 g/t Au
or 518,000 oz Au.

Transaction includes $7.80 per gold
a 1.0 Mtpa treatment resource ounce
plant and associated
infrastructure and an
exploration holding

Lake Cowan
Project

In November 2001, Hill 50 Gold NL agreed
to purchase a 100% interest in the Lake
Cowan Project from AngloGold Australia
Ltd for a total consideration of $0.8M plus
a $1/t royalty.

Total resource as at
December 2000 at
Mt Pleasant was
1.8 Mt at 2.42 g/t Au
or 141,000 oz Au.

$36.41 per gold
resource ounce

Transaction includes
a treatment plant
and associated
infrastructure, an
unclassified resource
inventory of 12 Mt
at 1.7 g/t
(660,000 oz).and
a 450 km2
exploration holding.

$9.09 per gold
resource ounce

$5.67 per gold
resource ounce
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Table 4.2
Gold Resource Market Transactions
Project

Transaction

Resources

Comments

Brocks Creek In November 2001, Hill 50 Gold NL agreed
Project
to purchase a 100% interest in the Brocks
Creek Project from AngloGold Australia
Ltd for a total consideration of $2.4M plus
a $20/oz royalty.

Total resource as at
November 2001 at
Brocks Creek was
0.24 Mt at
10.1 g/t Au and a
further 20,000 oz
open pit resource
or 101,000 oz Au.

Transaction includes
a 1.0 Mtpa treatment
plant and associated
infrastructure.

Janet Ivy
Project

Total resource as at
December 2001 at
Janet Ivey was
4.5 Mt at 1.60 g/t Au
or 231,500 oz Au.

$6.85 per gold
resource ounce

Famous Blue In January 2002, South Boulder Mines Ltd
Project
agreed to an option to purchase a 100%
interest in the Famous Blue Project from
Sub-Sahara Resources NL for a total
consideration of $842,250 plus assuming
a $300,000 liability on the property.

Total Indicated and
Inferred resource as
at June 2001 at
Famous Blue was
4.7Mt at 1.8 g/t Au
or approximately
279,000 oz Au.

$4.09 per gold
resource ounce

Bulong
Project

Total Indicated
resource as at
June 2001 at Bulong
was 179,000 t at
3.1 g/t Au or
approximately
17,000 oz Au.

$5.88 per gold
resource ounce

In December 2001, Delta Gold Ltd agreed
to purchase a 100% interest in the Janet Ivy
Project from Intermin Resources Ltd for a
total consideration of $1.58M plus a
$0.50/t royalty.

In February 2002, Lakewood Mill PL
agreed to purchase a 100% interest in the
Bulong Project from Troy Resources NL for
a total consideration of $100,000 plus a
$15/oz royalty.

Value per
Resource Ounce *
(A$)
$23.77 per gold
resource ounce

*- the implied resource ounce values includes a premium for the exploration potential of the project and where applicable, the
purchase of a processing plant and related infrastructure
In arriving at a fair value for Reed Resources in ground ounces, Snowden has conceptualised the quality of Reed Resources
gold ounces in relation to the various market transactions and has considered the following factors:
• the calculated value per resource ounce for each of the above transactions includes a component for the exploration
potential of the respective projects (where there is no royalty) and in the case of the Mt Monger, Davyhurst, New
Celebration, Mount Gibson, Mount Pleasant, St Ives/Agnew and Brocks Creek projects, a treatment plant and
associated infrastructure;
• the implied resource ounce values from the above transactions range from $3.19 to $48.61 per resource ounce;
• the above transactions represent predominantly open pit resource projects with the exception of the Brocks Creek,
Maud Creek, New Celebration, Mt Pleasant and St Ives/Agnew projects;
• the premiums paid for the White Foil and Old Plough Dam projects in relation to the other transactions possibly
reflects the strategic value of these resources to the purchaser’s existing operation and have therefore been
disregarded. The St Ives/Agnew transaction has also been disregarded on the basis of its prominence in relation to
the assets being currently considered;
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• the implied resource ounce values for the remaining transactions that include a treatment plant range from $8.08 to
$23.77 per resource ounce (average $12.12/resource ounce) and from $3.19 to $10.66 per resource ounce (average
$6.62/resource ounce) where there is no treatment plant; and
• except for the Maud Creek and Famous Blue transactions, Snowden considers that the royalties or other conditional
payments on the transactions not involving treatment plants account for the exploration potential of the project.
In consideration of the foregoing criteria, Snowden estimates that the benchmark value of a gold resource ounce in the ground
for a potential low-grade open pit mining operation with no associated infrastructure lies in the range of $3 to $11 per ounce
with a preferred value of $7 per ounce.
Furthermore, it is Snowden’s opinion, based on its experience in assessing high-grade gold deposits, that the current market
will be prepared to pay up to $200 per ounce for an advanced high-grade resource project.
4.3

COMET VALE PROJECT VALUATION

4.3.1

Valuation of Resources

In arriving at a fair market value for the resource ounces at the Sand George prospect, Snowden has considered the C1 lode
resource ounces contained within the stope outlines generated in the TMA conceptual mining study. Based on total estimated
capital and treatment costs of $8.2 M and a gold price of A$553.90/ounce (Australian Financial Review, 25 March 2002), the
recovered ounces could potentially have a net value of around $90/ounce. It is Snowden’s judgement that the current market
will be prepared to pay between $20 and $40 per ounce with a preferred value of $30 per ounce for a similar high-grade
resource project which is in the early stages of assessment (Table 4.3).
Table 4.3
Comet Vale Project – Resource Valuation
Project
Sand
George
Coonega

Category

Tonnes

G/t (Au)

Contained

Net

Lower

Upper

Preferred

Ounces

Ounces 1

Value (A$)

Value (A$)

Value (A$)

C1 Lode

46,573

13.10

19,615

19,615

$392,000

$785,000

$588,000

Balance of C1 Lode

38,977

15.60

19,552

11,731

$117,000

$235,000

$176,000

Remaining ounces

125,408

4.89

19,705

11,823

$35,000

$130,000

$83,000

26,350

3.34

2,830

1,698

$5,000

$19,000

$12,000

TOTAL

$549,000

$1,169,000

$859,000

Note: 1-contained ounces less allowance for discount where applicable.
For the balance of the high-grade resource ounces contained within the C1 lode, it is Snowden’s opinion that it is appropriate
to discount the contained ounces by 40% to account for the level of confidence in these ounces becoming economically
recoverable in an underground mining operation and the reliability of the estimated grade and tonnage of the mineralisation.
Snowden is therefore of the opinion that these resource ounces are lower confidence ounces and that the current market would
be prepared to pay between $10 and $20 per ounce with a preferred value of $15 per ounce (Table 4.3).
For the valuation of the remaining low-grade ounces at the Sand George prospect and at Coonega, Snowden has discounted
these ounces by 40% to reflect the uncertainty in the resource estimates. Based on Snowden’s analysis of recent market
transactions, the current market would most likely pay between $3 and $11 per ounce with a preferred value of $7 per ounce
for these ounces (Table 4.3).
In Snowden’s opinion, the current market value of Reed Resources interest in the defined resources at the Comet Vale project
lies in the range of $549,000 and $1,169,000 with a preferred value of $859,000.
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4.3.2

Valuation of Exploration Potential

Snowden has used the Kilburn method to arrive at a technical value for the exploration potential of Reed Resources interest
in the Comet Vale project and has considered both the gold and Ni-Co potential within the project tenements. A summary of
the valuation is presented in Table 4.4.
Table 4.4
Comet Vale Project – Exploration Potential Valuation
Lease

Area

BAC

Share

E29/502*

142.5 km2

$47,738

100%

P29/1764*

95 ha

$3,990

GML29/
6196

3.5765 ha

$397

M29/197*

581.4 ha

M29/198*
M29/199*

Off
property

On
Anomaly
property

1

1.5

1

1

100%

1

1

1

1

100%

2.5

3

3

4

$64,535

100%

1.5

2

1.5

2

446.4 ha

$49,550

100%

1.5

2

1

247.3 ha

$27,450

100%

1

1.5

1

M29/200*

55.7 ha

$6,183

100%

1.5

2

M29/201*

34.2 ha

$3,796

100%

1.5

2

M29/232*

1

Geology

Lower
$10,000

Upper
$43,000

Preferred

1.5

0.2

0.4

$27,000

1

1

0.4

0.6

$2,000

$2,000

$2,000

2.5

3.5

2

2.5

$15,000

$42,000

$29,000

0.5

1.5

0.6

0.8

$44,000

$310,000

$177,000

1.5

1.5

2

0.8

1

$89,000

$297,000

$193,000

1

1

1

0.4

0.6

$11,000

$25,000

$18,000

1

1

1.5

2.5

1.5

2

$21,000

$62,000

$42,000

1

1

1.5

2.5

1.5

2

$13,000

$38,000

$26,000

297.0 ha

$32,967

100%

1

1.5

1

1

1

1

0.4

0.6

$13,000

$30,000

$22,000

M29/233* 547.0 ha

$60,717

100%

1

2

1

1

1.5

2

1

2

$91,000

$486,000

$289,000

M29/235*

$23,000

$14,763

100%

1

1.5

1

1

1

1.5

0.8

1

$12,000

$33,000

M29/35

2.4285 ha

133 ha

$270

100%

1

1.5

2

2.5

2.5

3

1.5

2

$2,000

$6,000

$4,000

M29/52

100.2 ha

$11,122

100%

2.5

3

2.5

3

2.5

4

2

2.5

$348,000 $1,001,000

$675,000

TOTAL:

$671,000 $2,375,000 $1,527,000

* - denotes application
In Snowden’s opinion, the technical value of Reed Resources 100% interest in the exploration potential of the Comet Vale
project tenements lies in the range $671,000 and $2,375,000 with a preferred value of $1,527,000.
4.4

MT FINNERTY PROJECT VALUATION

4.4.1

Valuation of Exploration Potential

Snowden has used the Kilburn method to arrive at a technical value for the exploration potential of Reed Resources interest
in the Mt Finnerty project tenements. A summary of the valuation is presented in Table 4.5.
Table 4.5
Mt Finnerty Project – Exploration Potential Valuation
Lease

Area

BAC

Share

Off
property

On
Anomaly
property

Geology

Lower

Upper

Preferred

E15/674*

13.3 km2

$4,456

100%

1.5

2

1

1

1

1.5

1.5

2

$10,000

$27,000

$19,000

E15/621

77.94 km2

$26,110

100%

1.5

2

1

1.5

1

1.5

0.8

2

$31,000

$235,000

$133,000

E16/272* 100.03 km2

2

$151,000

$603,000

$377,000

$33,510

100%

1.5

2

1

1.5

2

3

1.5

E15/744*

2.74 km2

$918

100%

1

1.5

1

1

1

1.5

1.5

2

$1,000

$4,000

$3,000

E15/745*

38.46 km2

$12,884

100%

1

1

1

1

1

1

0.4

0.6

$5,000

$8,000

$7,000

E15/746*

2.96 km2

$992

100%

1

1

1

1

1

1

1

1.5

$1,000

$1,000

$1,000

P15/4496*

46.31 ha

$1,945

100%

1

1

1

1

1

1.5

1

1.5

$2,000

$4,000

$3,000

P15/4499*

73.88 ha

$3,103

100%

1

1.5

1

1

1

1.5

1.5

2

$5,000

$14,000

$10,000

P16/2163*

90.69 ha

$3,809

100%

1

1.5

1

1

1

1.5

1.5

2

$6,000

$17,000

$12,000

TOTAL:

$212,000

$913,000

$565,000

* - denotes application
In Snowden’s opinion, the technical value of Reed Resources 100% interest in the exploration potential of the Mt Finnerty
project tenements lies in the range $212,000 and $913,000 with a preferred value of $565,000.
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4.5

SUMMARY OF VALUATION

In this report, Snowden has systematically established the value of Reed Resources mineral assets as at 25 March 2002. After
careful consideration of the current market for gold exploration properties in Australia, Snowden is of the opinion that it is
appropriate to apply a market premium of 20% to the technical value of Reed Resources interest in the exploration potential
of its project areas for the following reasons:
• recent improvement in the market for advanced gold exploration properties and demonstrated market interest in
small exploration companies exploring for and developing high-grade gold resources (ie. Barra Resources, Hamill
Resources);
• the Comet Vale project would be highly regarded by a prospective purchaser/investor as it represents a high-grade
resource project with good potential to expand its resource base and could conceivably be brought into production
in the near future;
• the strategic value of the potential Ni-Co laterite mineralisation at Comet Vale which is in close proximity to the
substantial deposits already outlined by Golden State Resources and Heron Resources; and
• the extensive and coherent tenement holding of the Mt Finnerty project area over the Watt Hills greenstone belt
which is prospective for high-grade deposits of gold and potentially iron ore mineralisation.
As previously discussed, Snowden also considers it appropriate to apply a market discount to the value of all Reed Resources
tenement applications to reflect our current perceived uncertainty regarding the timing of granting of these tenements.
Accordingly, Snowden has applied a market discount of 10% to the Exploration and Prospecting Licence applications and 30%
to the Mining Lease applications to reflect this uncertainty.
A summary of Snowden’s estimate of the current market value of Reed resources 100% interest in the Comet Vale and Mt
Finnerty projects is presented in Table 4.6.
Table 4.6
Reed Resources Ltd - Summary of Valuation
Technical Value Range (A$)
Project Name
Comet Vale

Mt Finnerty

Market Value Range (A$)

Lower

Upper

Preferred

Lower

Upper

Preferred

Resources

$549,000

$1,169,000

$859,000

$549,000

$1,169,000

$859,000

Exploration
Potential

$671,000

$2,375,000

$1,527,000

$698,000

$2,382,000

$1,544,000

Exploration
Potential

$212,000

$913,000

$565,000

$231,000

$1,016,000

$628,000

$1,432,000

$4,457,000

$2,951,000

$1,478,000

$4,567,000

$3,031,000

TOTAL:

In Snowden’s opinion, the market value of Reed Resources 100% interest in the Comet Vale and Mt Finnerty project areas lies
in the range $1,478,000 and $4,567,000 with a preferred value of $3,031,000.
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5.0 DECLARATIONS BY SNOWDEN CORPORATE SERVICES PTY LTD
5.1

INDEPENDENCE

Snowden Corporate Services Pty Ltd is a wholly owned subsidiary of Snowden Mining Industry Consultants Pty Ltd, an
independent firm of consultants providing a comprehensive range of specialist technical and financial services to the mining
industry in Australia and overseas, through offices in Perth, Kalgoorlie, Brisbane, Johannesburg and Vancouver. Our services
include technical audits, project reviews, valuations, independent expert reports, project management plans and corporate
advice.
This report has been prepared independently and in accordance with the VALMIN Code of the AusIMM. The authors do not
hold any interest in Reed Resources, its associated parties, or in any of the mineral properties which are the subject of this
report. Fees for the preparation of this report are being charged at Snowden’s standard rates, whilst expenses are being
reimbursed at cost. Payment of fees and expenses is in no way contingent upon the conclusions drawn in this report.
5.2

QUALIFICATIONS

The principal personnel responsible for the preparation and review of this report are Mr Philip Retter (Manager Corporate
Services) and Dr Philip Snowden (Principal Consultant and Managing Director) respectively.
Mr. Philip Retter (BAppSc (Hons), MAIG, MGSA): Philip graduated with a first class honours degree in geology from the
University of Technology, Sydney (formerly NSW Institute of Technology) in 1984 and worked for several junior exploration
and mining companies in both Eastern Australia and the Goldfields of Western Australia. In 1988 he joined the Forsayth Group
of Companies and held both senior mining and exploration positions based at two of their gold mining operations in Western
Australia. In 1993, Philip moved to Indonesia to manage a domestic company holding a gold exploration project on behalf of
an Australian company. Since 1995 he has worked as an independent consultant in Indonesia and joined Snowden in July 1996.
He was the General Manager of our Jakarta office until 1999. Philip has been involved in independent reviews and valuations
of precious and base metal projects in Australia and SE Asia.
Dr Philip Snowden (BSc (Hons), PhD, FAusIMM, MAIG): Since graduating from the University of Rhodesia (London
University) in 1971, has had 24 years experience in geology, mining and consulting. Experience includes completing a PhD in
1975, full-time lecturer in structural geology at Rhodes University in South Africa (to 1981), Divisional Structural Geologist for
Anglo American’s Gold and Uranium Division (1986) and Consultant Geologist, Snowden Associates based in Perth, Australia
since 1987. Philip has undertaken numerous independent reviews and valuations of exploration and mining projects
throughout Australia, Africa and SE Asia.
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Appendix 1
GLOSSARY OF TECHNICAL TERMS
Abbreviations

oz – ounce, km – kilometre, m – metre, M – million, t – tonne, ha – hectare, bcm – bulk cubic
metres, tpa – tonnes per annum, µm – microns

Adcumulate

An igneous rock formed by the crystallisation of material of the same composition.

Aeromagnetics

A geophysical technique utilised from an airborne craft.

Aircore

A method of rotary drilling whereby rock chips are recovered by air flow returning inside the
drill rods rather than outside, thereby providing usually reliable samples.

Alluvium

Unconsolidated detrital material deposited by stream or river

Alteration

A change in mineralogical composition of a rock commonly brought about by reactions with
hydrothermal solutions or by pressure changes.

Amphibolite

A metamorphic rock composed predominantly of amphibole and plagioclase.

Anomalous

A departure from the expected norm. In mineral exploration this term is generally applied to
either geochemical or geophysical values higher or lower than the norm.

Anticline

Applied to strata which dip in opposite directions from a common ridge or axis.

Archaean

The oldest rocks of the Earth’s crust - older than 2 400 million years.

Arsenopyrite

An iron sulphide mineral containing arsenic.

Auger

A screw-like boring or drilling tool for use in clay or soft sediments

Banded Iron Formation (BIF) A rock composed of iron oxides and chert with distinct layers or bands
Basalt

A dark, fine-grained extrusive igneous rock composed of feldspar and iron and magnesium
rich minerals.

Biotite

A dark coloured mica mineral.

Breccia

Fragmented rock with angular components.

Bulk Density

The weight of a material divided by the volume it occupies (including pore spaces).

Carbonate

Common mineral type consisting of carbonates of calcium, iron, and/or magnesium.

Chalcopyrite

A copper iron sulphide mineral, the most important ore of copper

Chemical symbols

Au – Gold, Ni – Nickel, Cu – Copper, Zn – Zinc, Co – Cobalt, Pb – Lead, W – Tungsten, As –
Arsenic, Ag – Silver

Chert

A hard, extremely fine grained sedimentary rock consisting almost entirely of interlocking
quartz crystals, of which flint is a dark variety

Clastic

Term to describe sedimentary rocks that consist of fragments of rock or other material that have
been transported from their place of origin.

Colluvium

Loose soil or rock fragments accumulated by slow down-slope creep or rain-wash, as found at
the base of slopes or hillsides

Diamond drilling

Method of obtaining a cylindrical cor of rock by drilling with a diamond impregnated bit.

Dilatant

Deformation characterised by an increase in volume while maintaining the overall shape

Dip

The angle at which rock stratum or structure is inclined from the horizontal.

Dolerite

A medium grained basic intrusive rock composed mostly of pyroxenes and sodium-calcium
feldspar.

Dunite

An ultramafic igneous rock composed almost entirely of olivine.

Duricrust

A general term for a hard crust on the surface or in the upper levels of the weathering profile.

Dyke

A tabular intrusion of igneous rock that cuts across the planar structure of the surrounding
rock.
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Fault

A fracture in rocks along which rocks on one side have been moved relative to the rocks on the
other.

Felsic

Light coloured rock containing an abundance of any of the following:- feldspars, felspathoids
and silica.

Ferruginous

Containing iron

Footwall

The underlying side of a fault, orebody or mine workings.

Gabbro

A coarse grained intrusive rock, which is low in silica and has relatively high levels of
magnesium minerals

Galena

A lead sulphide mineral

Geochemical exploration

Used in this report to describe a prospecting technique which measures the content of certain
metals in soils and rocks and defines anomalies for further testing.

Geophysical exploration

The exploration of an area in which physical properties (eg. resistivity, gravity, conductivity,
magnetic properties) unique to the rocks in the area are quantitatively measured by one or
more geophysical methods.

Goethite

A yellow, red to brown-black iron oxide mineral which is a common weathering product.

Gossan

The oxidised, near surface part of underlying primary sulphide minerals.

Grade

g/t - grams per tonne, ppb – parts per billion, ppm – parts per million, dwt - pennyweight

Granite

A medium to coarse-grained felsic intrusive rock which contains 10-50% quartz.

Granodiorite

A coarse grained igneous rock containing quartz, plagioclase (sodium - calcium feldspar) and
potassium feldspar, with biotite, hornblende or pyroxene

Greenstone

A collective term for slightly altered mafic igneous rocks.

Hangingwall

The overlying side of a fault, orebody or mine workings.

Hydrothermal

A term applied to magmatic emanations rich in water and to the alteration products and
mineral deposits produced by them.

Igneous

A rock that has solidified from molten material or magma

Intrusion/Intrusives

A body of igneous rock that invades older rocks.

Jaspilite

A banded, ferruginous, siliceous rock

Komatiite

An ultramafic volcanic rock with a high magnesium content.

Lag

A residual deposit remaining after finer particles have been blown away by wind

Laterite

Highly weathered residual material rich in secondary oxides of iron and/or aluminium

Limb

The side of a fold.

Limonite

A general term for a yellow to brown-black iron oxide minerals which are a common
weathering product.

Lineament

A linear feature of regional extent, generally recognisable in the topography; commonly
detected by satellite imagery.

Lithology

A term pertaining to the general characteristics of rocks. It generally relates to descriptions
based on hand sized specimens and outcrops rather than microscopic or chemical features.

Lode deposit

A vein or other tabular mineral deposit with distinct boundaries.

Mafic (composition)

Igneous rocks composed dominantly of iron and magnesium minerals.

Malachite

A copper carbonate mineral found in oxidised zone of copper deposits.

Metamorphism
(metamorphic rocks)

The process by which changes are brought about in earth’s crust by the agencies of heat,
pressure and chemically active fluids.

Metasediment

Metamorphosed sedimentary rock.
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Monzogranite

An intrusive igneous rock similar in composition to granite with minor quartz.

Percussion drilling

Method of drilling where rock is broken by the hammering action of a bit and the cuttings are
carried to the surface by pressurised air returning outside the drill pipe

Plunge

The inclination of a linear geological structure from the horizontal.

Porphyry

An igneous rock that contains conspicuous crystals in a fine-grained matrix.

Primary

Un-oxidised

Proterozoic

The Precambrian era after Archaean.

Pyrite, pyrrhotite

A common pale bronze iron sulphide mineral

Quartz

Mineral species composed of crystalline silica.

Radiometrics

Geophysical technique measuring emission from radioactive isotopes.

Reverse Circulation
(RC) drilling

A method of drilling whereby rock chips are recovered by air flow returning inside the drill
rods rather than outside, thereby providing usually reliable samples.

Rock chip sample

A series of rock chips or fragments taken at regular intervals across a rock exposure.

Rotary Air Blast
(RAB) drilling
Saprolite

Method of drilling in which the cuttings from the bit are carried to the surface by pressurised
air returning outside the drill pipe. Most "RAB" drills are very mobile and designed for
shallow, low-cost drilling of relatively soft rocks.
A weathered or decomposed , clay-rich rock.

Scheelite

A common ore of tungsten.

Schist

Fine grained micaceous metamorphic rock with laminated fabric.

Serpentinized

Hydrothermally altered magnesium rich rock dominated by serpentine minerals

Sedimentary rock

Rocks formed by deposition of particles carried by air, water or ice.

Shale

Fine-grained sedimentary rock with well defined bedding planes

Shear zone

A generally linear zone of stress along which deformation has occurred by translation of one
part of a rock body relative to another part.

Silcrete

A deposit cemented by silica commonly formed in the weathering profile.

Silicified

Alteration of a rock by introduction of silica

Sill

A tabular intrusion that parallels the planar structure of the surrounding rock

Sinistral

A geological structure with a leftward offset.

Sphalerite

A zinc sulphide mineral

Stock

A small igneous intrusion.

Stockwork

A network of veins

Stope

An underground excavation in an orebody.

Stratigraphy

The study of formation, composition and correlation of sedimentary rocks.

Strike

The direction of bearing of a bed or layer of rock in the horizontal plane.

Sulphides

Minerals consisting of a chemical combination of sulphur with a metal.

Supergene

An enrichment or deposit formed by descending fluids in weathered rock.

Tailings

Finely ground waste product from the crushing and grinding of ore.

Tectonic

Forces or movements resulting in the formation of structural features.

Ultramafic

An igneous rock comprised chiefly of mafic minerals

Volcanics

Collective term for extrusive igneous rocks.

Volcaniclastic

Sediments comprising rock fragments derived by explosion or eruption from a volcanic vent
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SECTIONReport
7
Solicitor’s Tenement

ABN 47 702 595 758

3 May 2002

Level 8
Wesfarmers House
40 The Esplanade
Perth WA 6000
Australia
Tel 61 8 9488 3700
Fax 61 8 9488 3701
The Directors
Reed Resources Ltd
706 Murray Street
West Perth WA 6005

Correspondence
GPO Box Z5313
Perth WA 6831
Australia
DX 156 Perth
www.aar.com.au

Dear Sirs
Solicitor’s Tenement Report
This Report has been prepared for Reed Resources Ltd (Company) for inclusion in a prospectus (Prospectus) to be issued by
the Company on or about the date of this Report for the public offer of 30,000,000 shares in the Company at an issue price of
$0.20 per share.
1.

Scope of Report
We have been requested to report on the mining tenement interests in relation to which the Company is entitled to
acquire rights.
Details of these mining tenement interests (and details of the rights which the Company has in relation to each of the
mining tenement interests) are contained in the Tenement Schedule which is attached to, and together with the Notes
to the Tenement Schedule, forms an essential part of, this Report.

2.

Mining Tenement Interests
The mining tenement interests listed in the Tenement Schedule include both mining tenements which have been
granted (Tenements) and mining tenement applications (Tenement Applications).

3.

Company’s Right to Mining Tenement Interests
As at the date of this Report, the Company is not the registered holder of any of the Tenements or Tenement
Applications, except for P29/1764, in respect of which the Company is the sole applicant.
In this regard, the Company and Mount Finnerty Pty Ltd (Mount Finnerty), a company in respect of which the
Company is entitled to be sole owner (subject to stamping and registration) are parties to certain agreements whereby
they have, subject to any required Mining Act 1978 (WA) (Mining Act) approvals, acquired an interest in certain of the
Tenements and the Tenement Applications.
The details of these agreements, and the respective Tenements and Tenement Applications to which each agreement
relates, are outlined in the Tenement Schedule.

In addition, each Tenement and Tenement Application is subject to royalty deeds to which the Company and Mount Finnerty
are respectively a party following the execution of an assumption deed in respect of them, details of which are also contained
in the Tenement Schedule.
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4.

Searches
To prepare this Report, we procured the following searches.
(a) Tenement Searches
During the period 25 March 2002 to 26 March 2002, searches of the Mining Tenement Register maintained by the
Western Australian Department of Mineral and Petroleum Resources (DMPR) for each Tenement and Tenement
Application were conducted at our request by the DMPR.
The key results of those searches are summarised in the Tenement Schedule including, in relation to the
Tenements, any conditions which are considered to be specific to, or out of the ordinary course, for each particular
Tenement.
(b) Native Title Searches
During the period 18 January 2002 to 23 January 2002, searches of the Register of Native Title Claims, Register of
Indigenous Land Use Agreements, the National Native Title Register and unregistered applications (NNTT
Register) were conducted at our request by the National Native Title Tribunal (NNTT) in respect of native title
claims which affect the Tenements and the Tenement Applications. A further search in respect of P29/1764 only
was conducted on 27 March 2002.
The key results of those searches are summarised in the Native Title Claims Schedule which is attached to, and
forms an essential part of, this Report.
(c) Aboriginal Heritage Searches
During the period 7 March 2002 to 21 March 2002, searches of the Aboriginal Sites Register were conducted at our
request by the Western Australian Department of Indigenous Affairs to determine if there were any registered
Aboriginal sites under the Aboriginal Heritage Act 1974 (WA) within the area of any Tenement or Tenement
Application.
During the period 4 April to 16 April, a search of an area of land enclosing the Comet Vale and Mount Finnerty
Projects was conducted at our request by the Australian Heritage Commission to determine if any declarations have
been made under the Aboriginal and Torres Strait Islander Heritage Protection Act 1984 (Cth) in respect of that area.
The key results of those searches are summarised in Section 11 of this Report.
(d) Underlying tenure
We have not conducted enquiries as to the historical or underlying tenure affecting the areas of land which are
subject to the Tenements and the Tenement Applications. In this regard, we are unable to express an opinion on
the likelihood of native title rights and interests (if any existed) having been extinguished in relation to all or part
of that land.

5.

Opinion
As a result of the searches conducted on our behalf and our enquiries and reviews, but subject to the assumptions and
qualifications set out in this Report, we are satisfied that, as at the date of the relevant searches:
(a) the details contained in this Report regarding the status of the Tenements and the Tenement Applications
(including in relation to native title matters) are accurate;
(b) the details contained in this Report regarding the respective rights and obligations of the Company and Mount
Finnerty in relation to the Tenements and the Tenement Applications are accurate;
(c) all rent due and payable under the Mining Act and the Mining Regulations 1981 (WA) in respect of the Tenements
and the Tenement Applications has been paid;
(d) all expenditure requirements under the Mining Act in respect of the Tenements have been met or exemptions
obtained; and
(e) the Tenements are in good standing.
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6.

Native Title
(a) Native Title Generally
In June 1992, the High Court of Australia in Mabo v Queensland (No. 2) found that the Australian common law
recognised that its indigenous inhabitants are entitled to rights called "native title" in relation to their traditional
lands.
Generally, these native title rights to land will be recognised where:
•

the claimants can establish that they have maintained a continuous connection with the land in accordance
with their traditional laws and customs since British settlement in 1788; and

•

the native title rights have not been lawfully extinguished.

The High Court held that native title rights can be lawfully extinguished by certain government legislation and
executive actions which are inconsistent with native title.
The decision in Mabo v Queensland (No. 2) raised considerable uncertainties about the validity of proprietary rights
in Australia, including mining tenements. To address those uncertainties, the Commonwealth Government
enacted the Native Title Act 1993 (Cth) (NTA).
The NTA commenced on 1 January 1994 and was substantially amended in 1998.
In summary, the NTA:
(i) recognises native title and sets down some basic principles in relation to native title in Australia;
(ii) creates a ‘right to negotiate’ which allows native title claimants to be consulted in relation to certain mining
and other developments on land;
(iii) provides for the validation of certain ‘past acts’ and ‘intermediate period acts’ which may be invalid because
of the existence of native title, and confirms the extinguishment of native title in some circumstances;
(iv) provides a ‘future act’ regime in which native title rights are protected and conditions are imposed on acts
affecting native title land and waters, and procedural and compensation rights granted; and
(v) provides a process by which claims for native title and compensation can be determined.
(b) Native Title Claims
(i) Lodging a native title claim
The NTA provides for Aboriginal groups to make native title claims in relation to land and waters. Claims are
lodged initially with the Federal Court and are then referred to the NNTT.
(ii) Registration Test
In relation to claims lodged after 27 July 1996, the NNTT applies a registration test by which the claim must
satisfy certain procedural and substantial conditions.
If a particular claim satisfies the test, it will be entered on the Register of Native Title Claims and the claimants
will be entitled to access the right to negotiate and certain other procedures set out in the NTA. Claims which
do not satisfy the registration test will still proceed through the mediation and determination process.
However, the relevant unregistered claimants are not entitled to participate in any future negotiations in
relation to activities (such as mining) on the land the subject of the claim.
It should be noted that where a claim is not accepted onto the Register of Native Title Claims, the claimants
may be able to seek judicial review of the decision, but the NTA restricts appeals to instances where the
claimants have not been able to demonstrate a physical connection with the claim area. There is no time limit
specified in the NTA for such appeals.
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(c) Native Title Search Results Generally
The results of the searches conducted by the NNTT at our request indicate that there are seven native title claims
which potentially impact on the Tenements and the Tenement Applications, five of which are registered.
These claims, and their registration test status, are as follows.
Claimant

NNTT Claim No.

Federal Court No.

Registration Test Status

Wongatha

WC99/01

WG6005/98

Accepted 10/02/2000

Maduwongga People

WC99/009

WG0076/97

Accepted 05/11/1999

Wutha

WC99/010

WG6064/98

Accepted 15/06/1999

Central West Goldfields People

WC99/029

WG0065/98

Accepted 04/10/1999

Central East Goldfields People

WC99/030

WG0070/98

Accepted 04/10/1999

Gubrun

WC95/027

WG0002/98

Not Accepted 26/07/1999

Kalamaia Kabu(d)n People

WC97/100

WG6216/98

Not Accepted 29/03/2001

Please refer to the Native Title Claims Schedule for further information regarding these native title claims.
7.

Right to Negotiate
The right to negotiate is a statutory procedural right under the NTA given to registered native title representative bodies
and registered native title claimants in relation to certain kinds of future acts.
The right to negotiate applies to:
(a) the creation of a right to mine (including mining leases) but excluding a right to mine that is created for the sole
purpose of the construction of an infrastructure facility associated with mining;
(b) variations to a right to mine to extend the area to which it relates;
(c) some renewals of a right to mine; and
(d) compulsory acquisition of native title rights under a statute so as to confer rights on third parties, other than to
provide an infrastructure facility.
Under the right to negotiate, the relevant Government party (that will be responsible for doing the act) must notify any
native title claimant, native title holder, representative body and the public of the proposed act to which the right to
negotiate applies (commonly known as a "Section 29 notice").
Following such notification, native title representative bodies have three months and native title claimants have four
months within which to become a negotiation party, and be entitled to the right to negotiate regarding the proposed
act.
If a native title claim exists or is lodged within three months (and is registered within four months) of the notification
day, the Government party must give all native title parties an opportunity to make submissions to it regarding the act
and must negotiate (along with other relevant stakeholders, such as companies which are to be the beneficiaries of the
act) in good faith with all native title parties to obtain an agreement for the performance of the act.
If an agreement is produced, a copy of the agreement must be lodged with the NNTT and the Government party may
do the act. In Western Australia, such an agreement is called an "ancillary agreement". In relation to the grant of a
mining tenement, the execution of a Deed for Grant of Mining Tenement (commonly known as a "State Deed") by the
State, the registered native title claimant(s) and the grantee party is also required.
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If, six months after the date of notification of the right to negotiate, an agreement has not been reached, any party to the
negotiations may request the NNTT to determine whether the act in question can be done. Where the NNTT does not
make a determination, the relevant Minister may do so in relation to the act. However before making a determination,
the relevant Minister must be satisfied that the act is in the interests of the Commonwealth, State or Territory in question
and must comply with certain notification and consultation requirements. The Minister may also overrule the
decisions of the NNTT within two months of the date of that decision.
If the right to negotiate procedure is not followed, then the act in question will be invalid at least to the extent that it
affects native title (if any exists).
8.

Expedited Procedure
As indicated in the Native Title Claims Schedule, a number of Mount Finnerty Project Tenement Applications have
been advertised under section 29 of the NTA as being acts which the State considers attract the expedited procedure.
In this regard, the right to negotiate procedure is not required to be followed in respect of a proposed future act in
instances where the expedited procedure applies.
Under the NTA, a future act is an act attracting the expedited procedure if:
(a) the act is not likely to interfere directly with the carrying on of the community or social activities of the persons
who are the holders of native title in relation to the land or waters concerned; and
(b) the act is not likely to interfere with areas or sites of particular significance, in accordance with their traditions, to
the persons who are holders of the native title in relation to the land or waters concerned; and
(c) the act is not likely to involve major disturbance to any land or waters concerned or create rights whose exercise
is likely to involve major disturbance to any land or waters concerned.
Where a proposed future act is considered to be one attracting the expedited procedure, persons have until 3 months
after the notification day to take steps to become a native title party in relation to the relevant proposed future act (for
example, the proposed grant of a prospecting or exploration licence). The future act may be done unless, within four
months after the notification day, a native title party lodges an objection with the NNTT against the inclusion of a
statement that the proposed future act is an act attracting the expedited procedure.
If there are no native title parties or no objections lodged within the four month period, the act may be done. If one or
more native title parties object to the statement, the NNTT must determine whether the act is an act attracting the
expedited procedure. If the NNTT determines that it is, the State may do the future act (ie grant a prospecting or
exploration licence), however, it is considered unlikely that in circumstances where an objection is lodged, the NNTT
would determine that the expedited procedure does apply.

9.

Validity of Tenements
(a) Tenements granted prior to 1 January 1994
As set out in the Tenement Schedule, GML29/6196, M29/35, M29/52, E29/163 and P29/1374 were granted prior
to 1 January 1994.
In this regard, mining tenements granted prior to 1 January 1994 are deemed to be valid by the NTA. With respect
to those Tenements, native title (if any exists) has not been extinguished by their grant. To the extent that the
exercise of any native title rights and interests are inconsistent with the exercise of the rights conferred by those
Tenements, the rights under each particular Tenement will have priority for the term of the relevant Tenement.
(b) Tenements granted on or after 23 December 1996
As set out in the Tenement Schedule, E15/621 and L29/67 were granted after 23 December 1996.
As the grant of each of E15/621 and L29/67 was required to follow the future act procedures in the NTA outlined
above, we are of the opinion that their grant was each a valid future act.
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10.

Renewals and extensions of Mining Leases
Mining leases are granted for a term of 21 years and, pursuant to section 78(1) of the Mining Act, each has a right of
renewal for a further period of 21 years.
(a) Renewal or extension of mining lease granted prior to 23 December 1996
A renewal of a mining lease which was granted prior to 23 December 1996 will not constitute a future act to which
the right to negotiate applies if the provisions of section 26D(1) of the NTA apply.
Section 26D(1) allows the doing of an act consisting of the creation of a right to mine (which includes exploration)
where the area to which the earlier right relates is not extended, the term of the right is not longer than the term
of the earlier right, and no rights are created in connection with that right that were not created in connection with
the earlier right.
(b) Renewal or extension of mining lease or exploration licence granted on or after 23 December 1996
(i) Generally
There is a risk that the renewal or extension of exploration licence granted after 23 December 1996 will attract
the right to negotiate procedure because section 26D(1) of the NTA only applies to a right to mine (which
includes exploration) which was granted prior to 23 December 1996.
(ii) GML29/6196
GML29/6196 was granted under the Mining Act 1904 (WA).
In this regard, GML29/6196 is deemed to be a mining lease under the Mining Act pursuant to the transitional
provisions contained in clause 2 of Schedule 2 of the Mining Act, but will expire on 22 December 2002.
The holder of GML29/6196 has a right while the Tenement is in force in priority to any other person to mark
out in accordance with the Mining Act and/or apply for a mining tenement under and in accordance with the
Mining Act in respect of the land or any part of the land to which it is subject.
As noted above and in the Tenement Schedule, GML29/6196 expires on 31 December 2002. In order for
mining rights in respect of the land to which it is subject to continue beyond that expiry date, the relevant land
will need to be marked out as a mining lease.
Such regrant of GML29/6196 is governed by Part 2, Division 3, Subdivisions I and P of the NTA. The regrant
will be deemed to be a "permissible lease renewal" if it does not create a larger proprietary interest than
GML29/6196.
As a permissible lease renewal, the regrant will not be subject to the right to negotiate, and will be valid,
provided it does not cover a more extensive area than the GML, have a longer term (21 years) or give
additional rights to the holder.
The non-extinguishment principle will apply to the regrant. Accordingly, native title rights and interests (if
any exist) will not be extinguished, but the rights of the tenement holder will take priority for the term of the
tenement.
(iii) Conversions of E29/163 and P29/1374
E29/163 and P29/1374 are currently in the process of conversion into mining leases (the relevant mining lease
application numbers for the conversions are indicated in the Tenement Schedule).
The proposed conversion of these Tenements into a mining lease or leases is a future act. Accordingly, the
right to negotiate procedure applies and these applications will require the conclusion of the right to negotiate
procedure, the signing of an agreement with the relevant native title claimants (indicated in the Native Title
Claims Schedule) and the execution of a Deed for Grant of Mining Tenement (as described in paragraph 7
above), in order for them to be granted.
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11.

Aboriginal Heritage
(a) Aboriginal Heritage Act 1974 (WA)
The Aboriginal Heritage Act 1974 (WA) (AHA) establishes a framework for the protection of "Aboriginal sites"
situated on, in, or under land, whether private or Crown land.
The AHA protects sites and areas of Aboriginal significance. In the event that any use of the land is likely to result
in the damage or destruction of an Aboriginal site or any objects on or under that Site, the consent of the Minister
is required.
The AHA allows the Governor in Council to declare an Aboriginal site to be a protected area and make regulations
prohibiting or imposing conditions on activities within the area or on people entering the area.
The AHA also provides for a register of Aboriginal heritage sites to be maintained. As noted in paragraph 4(c)
above, on our request the Department of Indigenous Affairs, which is responsible for the maintenance of that
register, conducted searches of each Tenement and Tenement Application between 7 March 2002 and 21 March
2002 except for GML29/6196 in respect of which the Department of Indigenous Affairs informed us that it was
unable to search that Tenement.
Each search, except for that in relation to E29/502, indicated that there were no Aboriginal sites registered within
the area searched in relation to each Tenement and Tenement Application.
The details of the Aboriginal site identified in relation to E29/502 are as set out below (indicating that it is an open
access, reliable site):

Site
ID
17165

Status

Access

Restriction

Latitude /
Easting

Longitude / Reliability
Northing

P

O

N

29°42_14_S

121°0_53_E

MGA
Zone

51

307939 mE

6712374 mN

R

Site
Type
C

Site
Name

Informants

Site
No.

Menzies Date:
Field
20/03/2000
Site 1

It is important to note, however, that the AHA protects all Aboriginal sites, whether they are registered or not.
(b) Aboriginal and Torres Strait Islander Heritage Protection Act 1984 (Cth)
The Aboriginal and Torres Strait Islander Heritage Protection Act 1984 (Cth) (HPA) establishes the Commonwealth’s
Aboriginal heritage regime. It allows declarations to be made which protect or preserve objects or areas which are
of significance to Aboriginals, whether situated on private or Crown land.
Two types of declarations may be made in relation to significant Aboriginal objects or Aboriginal areas (being
objects or areas of significance to Aboriginals in accordance with Aboriginal tradition) under the HPA:
(i) emergency declarations of preservation which remain in force for a maximum of 60 days); and
(ii) declarations of preservation (which remain in force for the terms specified in the declarations).
Before making a permanent declaration in relation to an area, the Minister for Aboriginal Affairs must commission
a report on the area, which addresses specific matters such as the significance of the area, the extent of the area to
be protected and the effects of the declaration on any non-Aboriginal interests in the land. Compensation is
payable by the Minister for Aboriginal Affairs to a person who is, or is likely to be, affected by a permanent
declaration of preservation.
It is an offence to contravene a declaration made under the HPA.
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As noted in paragraph 4(c) above, on our request the Australian Heritage Commission conducted a search of an
area of land enclosing the Comet Vale and Mount Finnerty Projects to determine if any declarations have been
made under the HPA in respect of that area.
The results of that search indicate that no declarations have been made in respect of that area. However, this does
not prevent the possibility of declarations being made in respect of that area in the future.
12.

Assumptions and Qualifications
The information contained in this Report (which includes the Tenement Schedule and the Native Title Claims Schedule)
is subject to the following assumptions and qualifications:
(a) We have assumed that the results of all searches conducted on our behalf by the various departments are complete
and accurate as at the time the searches were conducted.
(b) We have assumed that all information or advice, whether written or oral, which has been provided to us by the
Company, its officers, employees, agents or representatives is accurate and complete.
(c) In relation to each Tenement Application, we express no opinion as to whether such Tenement Application will
ultimately be granted (including whether relevant Ministerial approval will be obtained), nor the conditions to
which such Tenement Application may or may not be granted subject to.
(d) In relation to any statement relating to whether each Tenement is in good standing, such statement is only based
on the information contained in the relevant search of the instrument of title for that Tenement.
(e) In relation to each native title claim outlined in this Report, we do not express an opinion on the merits of such
native title claim.

Yours faithfully

Allens Arthur Robinson
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David John Reed

David John Reed

David John Reed

David John Reed

(Destra Corporation Ltd)

(Destra Corporation Ltd)

(Destra Corporation Ltd)

(Destra Corporation Ltd)

(Destra Corporation Ltd)

(Destra Corporation Ltd)

(Destra Corporation Ltd)

(Destra Corporation Ltd)

Destra Corporation Ltd

(Reed Resources Ltd)

GML29/6196

L29/67

M29/35

M29/52

(M29/197)

(M29/198)

(M29/199)

(M29/200)

(M29/201)

(M29/232)

(M29/233)

(M29/235)

P29/1374

P29/1764

Christopher John Reed
(Christopher John Reed)
(Christopher John Reed)
(Christopher John Reed)
(Christopher John Reed)
(Christopher John Reed)
(Christopher John Reed)
(Christopher John Reed)
(Christopher John Reed)

B
B
B
B
B
B
B
B
B

Rights of
Company

(Applicant)

A

A

A

A

A

A

A

A

A

AA

AA

AA

AA

AA

A

Rights of
Company

31 March 2000
(03 December 1999)
(09 August 2001)
(19 November 2001)
(27 November 2001)
(29 November 2001)
(19 November 2001)
(7 December 2001)
(7 December 2001)

Grant Date
(Application Date)

(12 February 2002)

03 September 1993

(02 September 1997)

(04 August 1997)

(04 August 1997)

(20 September 1996)

(20 September 1996)

(20 September 1996)

(20 September 1996)

(20 September 1996)

18 May 1988

28 January 1987

20 March 2002

01 January 1982

(13 February 2001)

05 August 1993

Grant Date
(Application Date)

For details of Notes A, AA, B, C, D, E, F, G, H, I and J refer to the Notes to the Tenement Schedule.

E15/621
(E15/674)
(E16/272)
(E15/744)
(E15/745)
(E15/746)
(P15/4496)
(P15/4499)
(P16/2163)

Tenement
(Tenement
Application)

Registered Holder
(Applicant)

(David John Reed)

(E29/502)

Mount Finnerty Project

Destra Corporation Ltd

Registered Holder
(Applicant)

E29/163

Tenement
(Tenement
Application)

Comet Vale Project
Encumbrances/
Dealings/
Notations/Conditions

C

C

C

C

C

C

C

C

C&I

C&H

C&G

C&F

30 March 2005

Expiry Date

D&K
D
D
D
D
D
D
D
D

Encumbrances/
Dealings/
Notations/Conditions

02 September 1995
C&J
(Subject to Conversion)

17 May 2009

27 January 2008

19 March 2023

31 December 2002

C

04 August 1998
C&E
(Subject to Conversion)

Expiry Date
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Notes to the Tenement Schedule
Note A
This Tenement or Tenement Application (as applicable) is currently registered in the name of Destra Corporation Ltd
(previously Richfield Resources NL), and David Reed is entitled to be transferred this Tenement (or a tenement granted in
relation to this Tenement Application) under a Mining Tenements Sale Agreement dated 15 September 1998 between (at that
time) Richfield Resources NL and David Reed. Under the Tenement Assignment Agreement (refer Note AA), David Reed is
obliged to transfer to the Company such a Tenement (or any tenement applied for or granted in renewal or extension of such
tenement or in substitution of any such tenement) to the Company.

Note AA
The Company is entitled to be transferred this Tenement or a tenement which is granted in relation to this Tenement
Application pursuant to a Tenement Assignment Agreement dated 15 April 2002 between David Reed (as transferor) and the
Company (as transferee).
The Agreement was conditional upon the execution by David Reed, the Company and MTAB Pty Ltd (MTAB) of an
Assumption Deed in the form contained in Schedule 3 to the Royalty Deed between David Reed and MTAB (refer Note C)
whereby the Company becomes a party to the Royalty Deed in place of MTAB. This condition was fulfilled by the execution
by each of those parties of an Assumption Deed in that form on 15 April 2002.

Note B
The Company has rights to this Tenement or Tenement Application through Mount Finnerty Pty Ltd (Mount Finnerty), a
company in respect of which it is entitled to be sole owner.
Mount Finnerty Pty Ltd (as transferee) is party to a Tenement Assignment Agreement dated 15 April 2002 with Christopher
Reed (as transferor).
The Agreement was conditional upon the execution by Christopher Reed, Mount Finnerty and MF Royalty Pty Ltd (MF
Royalty) of an Assumption Deed in the form contained in Schedule 3 to the Royalty Deed between Christopher Reed and MF
Royalty (refer Note D) whereby Mount Finnerty becomes a party to the Royalty Deed in place of MF Royalty. This condition
was fulfilled by the execution by each of those parties of an Assumption Deed in that form on 15 April 2002.

Note C
This Tenement or Tenement Application (as applicable) is subject to a Royalty Deed between (originally, refer Note AA) David
Reed and MTAB dated 15 April 2002 under which the Company is obliged to pay to MTAB:
(i)

a royalty of 2% of the gross proceeds generated from the sale of any gold produced; and

(ii) 2% of the net proceeds generated from the sale of any minerals (other than gold) produced,
from (as applicable) this Tenement or any tenement which is granted in respect of this Tenement Application. There is no
termination clause or payout clause in the Royalty Deed and it is accordingly ongoing. MTAB is a company controlled by
David Reed.
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Note D
This Tenement or Tenement Application (as applicable) is subject to a Royalty Deed between (originally, refer Note B)
Christopher Reed and MF Royalty dated 15 April 2002 under which Mount Finnerty is obliged to pay to MF Royalty:
(a) a royalty of 2% of the gross proceeds generated from the sale of any gold produced;
(b) a royalty of 25 cents per tonne of iron ore (to be adjusted yearly for changes in the Consumer Price Index),
regardless of grade, extracted; and
(c) a royalty of 2% of the net proceeds generated from the sale of any minerals (other than gold or iron ore) produced,
from (as applicable) this Tenement or any tenement which is granted in respect of this Tenement Application. There is no
termination clause or payout clause in the Royalty Deed and it is accordingly ongoing. MF Royalty is a company controlled
by Christopher Reed.

Note E – E29/163
This Tenement is subject to the following registered encumbrance:
Caveat 991H/989 lodged by David John Reed protecting his interest in E29/163 under the Mining Tenements Sale Agreement
dated 15 September 1998 with (at that time) Richfield Resources NL (as transferor) (refer Note A).
This Tenement is subject to the following conversions (each of which is pending) under section 67 of the Mining Act:
•

M29/197

•

M29/198

•

M29/199

•

M29/200

•

M29/201

•

M29/232

•

M29/233

This Tenement is subject to the following conditions which are specific to this Tenement or which are of an unusual
nature:
Consent to Mine on Comet Vale Townsite given on 3 July 1996 subject to:
–

The grant of this licence does not include any private land referred to in Section 29(2) of the Mining Act 1978 except
that below 30 metres from the natural surface of the land.

•

No mining on Comet Vale Townsite, Recreation Reserve 13763, Rubbish Reserve 15723, Sanitary Reserve 15722,
Explosives Reserve 13500, Rifle Range Reserve 13737 without prior written consent of the Minister for Mines.

•

No mining on Cemetary Reserve 11107 and mining within a distance of 140 metres laterally from the Reserve being
confined to below a depth of 50 metres from the lowest part of the surface of the land with rights of ingress to and egress
from the said Reserve being at all times preserved to the public.

•

No mining on a strip of land 60 metres wide with the Menzies-Kalgoorlie Railway Line as the centreline and no materials
being deposited or machinery or buildings being erected on such strip of land.

•

No interference with Geoditic Survey Station Comet NMF140 and Bench Marks 365 and 383 and mining within 15
metres thereof being confined to below a depth of 15 metres from the natural surface.
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Consent to Mine on Comet Vale Townsite given on 3 July 1996 subject to:
–

Access to the surface of land within Comet Vale Townsite for mining purposes being subject to the approval of the
local Authority or relevant reserve vestees, and mining activities within the first 100 metres below the surface of
the land being limited to such exploration activities as may be approved by the State Mining Engineer.

Consent to Mine of Recreation Reserve 13763 given on 3 July 1996.

Note F – GML 29/6196
This Tenement is subject to the following registered encumbrances:
Agreement 259H/867 – Option to Purchase Comet Vale 29/6196 (Van Altenstadt Nominees Pty Ltd/Dagmar Nominees Pty
Ltd/Keith Biggs/David John Reed/Peter Eyres/Gordon Eyres/ John Dietrich Von Altenstadt, and Valiant Consolidated
Limited) dated 30 January 1987 and registered 19 February 1987. This Agreement expired on 31 December 1987 without the
option being exercised. Accordingly, while this Agreement remains registered, it is of no force and effect in relation to
GML29/6196.
Agreement 464H/867 – Sand Queen Joint Venture Agreement (Valiant Consolidated Limited and Ridek Corporation Pty Ltd)
dated 13 April 1987 and registered 27 May 1987. While this Agreement remains registered, neither of the parties to this
Agreement are registered as the owner of GML29/6196. Accordingly, this Agreement is likely to be no longer relevant to
GML29/6196.
Agreement 159H/901 – Option Agreement (Van Altenstadt Nominees Pty Ltd/Dagmar Nominees Pty Ltd/Keith
Biggs/David John Reed/Peter Eyres/Gordon Eyres/ John Dietrich Von Altenstadt, and Ashton Gold Mines Pty Limited)
dated 4 October 1990 and registered on 1 November 1990. This Agreement was terminated on 28 March 1991. Accordingly,
while it remains registered, as a result of such termination, the Agreement is of no force and effect in relation to GML29/6196.
This Tenement is subject to the following conditions which are specific to this Tenement or which are of an unusual
nature:
The rights of ingress to and egress from the tailings the subject of Licence to Treat Tailings No. 29/60 (2947H) being at all times
preserved to the licensee.
The complete excision of any portion of Gold Mining lease 29/6196 which encroaches outside the external boundaries of late
Prospecting Area 29/2919.
The construction and operation of the project and measures to protect the environment being carried out generally in
accordance with the documents titled "Test vat leach" dated 5 August 1991 and correspondence dated 15 November 1991 and
signed by Mr J. Hoppman and retained on Department of Minerals and Energy File No. 1290/91.
Where a difference exists between the above documents and the following conditions, then further conditions regarding
conditions stated on the Tenement instrument regarding practical activities shall prevail, which include the lessee providing
a Bond in favour of the Hon Minister for Mines in the sum of $2,000 for due compliance with the environmental conditions
on the lease.
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Note G - L29/67
This Tenement is not the subject of any registered encumbrances.
This Tenement is subject to the following conditions which are specific to this Tenement or which are of an unusual
nature:
Ingress and egress of tenement holders to be preserved by the construction of vehicular access crossings over any pipeline
constructed pursuant to this licence.
Prior to the installation of the pipeline, the Goldfields Highway culvert is to be cleared of any debris and silt both inside the
pipe and on the Goldfields Highway culver aprons.
Carry out regular maintenance checks and ensure that the pipeline does not interfere with the serviceability of the Goldfields
Highway culvert, including removal of any debris inside and outside the Goldfields Highway culvert that may affect the
serviceability during wet weather.
No structural alteration is to be made to the Goldfields Highway culvert.
In the instance that the pipeline impedes the ability of the Goldfields Highway culverts operations, it is a requirement that the
pipe owner take action to remove the pipe from the Goldfields Highway culvert following a formal request from Main Roads
WA.
In consultation with the Regional/District Manager, CALM, machinery or equipment being cleaned of all soil, mud and plant
propagules prior to entering the area outlined in red and designated as a PSF 87, in TENGRAPH hereinafter referred to as the
designated area.

Note H - M29/35
This Tenement is subject to the following registered encumbrance:
Agreement 596H/867 – Option Agreement – (Hillman Gold Mines Pty Limited and William Edward Deans) dated 17 June
1986 and registered on 8 June 1987. This Agreement expired on 17 September 1987. In addition, the option appears to be have
been exercised as the M29/35 was transferred to Hillman Gold Mines Pty Limited on 30 October 1987. Accordingly, while it
remains registered, the Agreement is of no force and effect in relation to M29/35.
This Tenement is not subject to any unusual conditions.

Note I - M29/52
This Tenement is subject to the following registered encumbrances:
Agreement 1H/889 – Deed of Undertaking Miscellaneous Licence 29/36 (Ridek Corporation Pty Ltd/Valiant Consolidated
Limited and Goongarrie Gold Pty Ltd/Julia Mines NL) dated 23 June 1988 and registered on 1 July 1988. L29/36 has expired.
Accordingly, while this Agreement remains registered, it is not longer relevant to M29/52.
Agreement 30H/889 – Deed of Variation No. 2 Sand Queen Joint Venture Agreement (Valiant Consolidated Limited/Ridek
Corporation Pty Ltd) dated 28 February 1988 and registered on 22 July 1988. While this Agreement remains registered, neither
of the parties to this Agreement are registered as the owner of M29/52. Accordingly, this Agreement is likely to be no longer
relevant to M29/52.
Agreement 335H/890 – Short Terms of Agreement Comet Vale Joint Venture (Ashton Gold Mines Pty Limited, as trustee for
the Hillman Gold Trust and Valiant Consolidated Limited/Platgold Pacific NL, operating subsidiary, Ridek Corporation Pty
Ltd) dated 1 march 1990 and registered on 29 March 1990. While this Agreement remains registered, neither of the parties to
this Agreement are registered as the owner of M29/52 and, accordingly, this Agreement is likely to be no longer relevant to
M29/52.
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This Tenement is subject to the following conditions which are specific to this Tenement or which are of an unusual
nature:
No mining on Recreation Reserve 13763, Rifle Range Reserve 13737, and Comet Vale Townsite without the prior written
consent of the Minister for Mines.
No mining on Cemetary Reserve 11107 and mining within a distance of 140 metres laterally from the Reserve being confined
to below a depth of 50 metres from the lowest part of the surface of the land with rights of ingress to and egress from the said
Reserve being at all times preserved to the public.
The rights of ingress to and egress from the tailings the subject of Licences to Treat Tailings 29/58 (2945H), 29/89 (3977H),
29/90 (3978H) and 29/91 (3979H) being at all times preserved to the licensee.
The complete excision of Gold Mining Leases 29/6025, 29/6196, Mining Lease 39/35 and Prospecting Licence 29/1086 with
rights of ingress to and egress from the ground comprised therein being at all times preserved to the lessees and licensee
thereof.
No interference with Geodetic Survey stations BM365 and BM383 and mining within 15 metres thereof being confined to
below a depth of 15 metres from the natural surface.
No mining on a strip of land 60 metres wide with the Kalgoorlie-Leonora Railway Line as the centre-line and no materials
being deposited or machinery or buildings being erected on such strip of land.
Mining on any road or road reserve being confined to below a depth of 15 metres from the natural surface.
The construction and operation of the project and measures to protect the environment being carried out generally in
accordance with the document titled:
•

"Ground Disturbance Approval Application" dated 28 April 2000 and signed by Mr Peter Collins, consultant Geologist
for David John Reed and retained on Department of Minerals and Energy File No. 13587/87.

Where a difference exists between the above document(s) and the following conditions, then the following conditions shall
prevail.
The lessee arranging lodgement of an Unconditional Performance Bond executed by the Bank or other approved financial
institution in favour of the Minister for Mines in the sum of $11,000 for due compliance with the compliance of the
environmental conditions of the lease.

Note J - P29/1374
This Tenement is subject to the following registered encumbrances:
Caveat 992H/989 lodged by David John Reed protecting his interest in P29/1374 under the Mining Tenements Sale Agreement
dated 15 September 1998 with (at that time) Richfield Resources NL (as transferor) (refer Note A).
This Tenement is subject to conversion to M29/235 (which is pending) under section 49 of the Mining Act.
This Tenement is subject to the following conditions which are specific to this Tenement or which are of an unusual
nature:
In respect to the area outlined in red on the Public Plan Comet Vale 1:50,000, further practical activity conditions are noted on
the Tenement instrument.
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Note K - E15/621
This Tenement is not subject to any registered encumbrances.
This Tenement is subject to the following conditions which are specific to this Tenement or which are of an unusual
nature:
In respect to the area in Tengraph ®, PSF21, herein referred to as the designated area, the following endorsements apply:
•

The grant of this licence not inferring automatic approval to mine or the subsequent grant of a mining lease in
accordance with Section 75 of the Mining Act.

•

The licensee’s attention is drawn to the provisions of:
• the Conservation and Land Management Act, 1984 and the Regulations thereunder.
• the Bush Fires Act, 1954 and the Regulations thereunder, and
• the Wildlife Conservation Act, 1950, as amended and the Regulations thereunder.

The prior written consent of the Minister for Mines being obtained before commencing mining on Unnumbered Land Act
Reserve N568.
No mining on a strip of land 60 metres wide with the Perth-Kalgoorlie Railway Line as the centreline and no materials being
deposited or machinery or buildings being erected on such strip of land.
In respect to the area in Tengraph ®, PSF21, herein referred to as the designated area, the following conditions apply:
Prior to any disturbance to vegetation the licensee preparing a detailed program for each phase of proposed
exploration for written approval of the State Mining Engineer in agreement with the Regional/District Manager,
Department of Conservation and Land Management (CALM). This program to include:
• maps and/or aerial photographs showing the proposed locations of all ground activities and disturbances;
• the purpose, specifications and extent of each activity and disturbance;
• details on proposals which may disturb sensitive terrestrial habitats including any declared rare flor and fauna; and
• techniques, prescriptions and timetable for the rehabilitation of all proposed disturbances and historic ground
disturbances the licensee has agreed to rehabilitate.
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REED RESOURCES LTD – NATIVE TITLE CLAIMS SCHEDULE
Note: * means a Native Title Claim which has not passed the NNTT’s registration test.
1. Native Title Claims affecting Tenements and Tenement Applications
COMET VALE PROJECT
TENEMENTS
Tenement No.

Date Granted

Expiry Date

Native Title Claims

E29/163

5 August 1993

4 August 1998

Central East Goldfields

(subject to conversion)

Maduwongga

31 December 2002

Central East Goldfields

GML29/6196

1 January 1982

Maduwongga
M29/35

28 January 1987

27 January 2008

Central East Goldfields
Maduwongga

M29/52

18 May 1988

17 May 2009

Central East Goldfields
Maduwongga

P29/1374

L29/67

3 September 1993

20 March 2002

2 September 1995

Central East Goldfields

(subject to conversion)

Maduwongga

19 March 2023

Central East Goldfields
Maduwongga

TENEMENT APPLICATIONS
Tenement No.

Date of Application

Native Title Claims

E29/502

13 February 2001

Central East Goldfields
Wongatha
Maduwongga
Wutha

M29/197

20 September 1996

Central East Goldfields
Wongatha
Maduwongga

M29/198

20 September 1996

Central East Goldfields
Wongatha
Maduwongga

M29/199

20 September 1996

Central East Goldfields
Wongatha
Maduwongga

M29/200

20 September 1996

Central East Goldfields
Maduwongga

M29/201

20 September 1996

Central East Goldfields
Maduwongga
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Tenement No.

Date of Application

Native Title Claims

M29/232

4 August 1997

Central East Goldfields
Maduwongga

M29/233

4 August 1997

Central East Goldfields
Maduwongga

M29/235

2 September 1997

Central East Goldfields
Maduwongga

P29/1764

12 February 2002

Central East Goldfields, Maduwongga

MOUNT FINNERTY PROJECT
TENEMENTS
Tenement No.

Date Granted

Expiry Date

Native Title Claims

E15/621

31 March 2000

30 March 2005

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

TENEMENT APPLICATIONS
Tenement No.

Date of Application

Native Title Claims

E15/674

3 December 1999

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

E16/272

9 August 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

E15/744

19 November 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

E15/745

27 November 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

E15/746

29 November 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

P15/4496

19 November 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

P15/4499

7 December 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *

P16/2163

7 December 2001

Central West Goldfields
Gubrun *
Kalamaia Kabu(d)n *
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2. Native Title Cleared Tenements and Tenement Applications
The following indicates those Tenements which appear to have been validly granted and Tenement Applications which do not
require further native title approvals for grant.
Tenement (Application)

Holder (Applicant)

Comments

GML29/6196

David Reed

Granted tenement

M29/35

David Reed

Granted tenement

M29/52

David Reed

Granted tenement

E15/621

Christopher Reed

Granted tenement

L29/67

David Reed

Granted tenement

3. Native Title Process Tenements and Tenement Applications
The following indicates those Tenements and Tenement Applications in respect of which native title process issues remain to
be cleared prior to grant.
Tenement/Application

Holder

Comments

E29/163

(Destra Corporation Ltd)
(Tenement subject to conversions)

Subject to conversions to M29/197, M29/198,
M29/199, M29/200, M29/201, M29/232, M29/233.
Accordingly, subject to same issues as noted in
respect of those tenements.

E29/502

(David Reed)

M29/197

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.

M29/198

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.

M29/199

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right
to negotiate process or signing of "ancillary"
agreement and State Deed for grant to proceed.

M29/200

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.

M29/201

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.

M29/232

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.
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Tenement/Application

Holder

Comments

M29/233

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.

P29/1374

(Destra Corporation Ltd)
(Tenement subject to conversion)

Subject to conversion to M29/235. Accordingly,
subject to same issues as noted in respect of that
tenement.

M29/235

(Destra Corporation Ltd)

Closing date for native title parties to be registered
was 28 March 2002. Requires completion of right to
negotiate process or signing of "ancillary" agreement
and State Deed for grant to proceed.

E15/674

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

E16/272

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

E15/744

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

E15/745

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

E15/746

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

P15/4496

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

P15/4499

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.

P16/2163

(Christopher Reed)

Advertised under Section 29 of Native Title Act on 6
March 2002 as Tenement Application attracting the
expedited procedure. Objection closing date is 6 July
2002.
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SECTION
8
INDEPENDENT
ACCOUNTANT’S
REPORT

16 May 2002

The Directors
Reed Resources Ltd
706 Murray St
WEST PERTH WA 6005

Dear Sirs

INDEPENDENT ACCOUNTANT’S REPORT
1.

Introduction
At the request of the Directors of Reed Resources Ltd ("the Company"), this Report has been prepared for inclusion in
a Prospectus to be lodged with the Australian Securities and Investment Commission ("ASIC") in May 2002. The
purpose of the Prospectus is to offer for subscription 30 million fully paid ordinary Shares to be issued at a price of 20
cents per share to raise a total of $6 million before issue costs.
Expressions defined in the Prospectus have the same meaning in this report.

2.

Background
The Company was incorporated 20 December 2001. The Company is seeking official quotation on the Australian Stock
Exchange Limited ("ASX"). It is expected that the Company will be listed on ASX in June 2002 as a gold explorer.
Since incorporation, the only activities undertaken by the Company have been the preparation for the proposed listing
of the Company. The Company has entered into agreements to acquire exploration interests in the Kalgoorlie Region
of Western Australia which are summarised in Section 7 of the Prospectus.

3.

Scope of Report
You have requested Sheppard West Dwyer to prepare an Independent Accountant’s Report covering the following
historical financial information:
(a) the unaudited statement of financial position of the Company as at 31 March 2002, and:
(b) the pro forma statement of financial position of the Company as at 31 March 2002, assuming the completion of the
offer and the transactions contemplated to occur as a result.
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Sheppard West Dwyer has not audited the financial statements of the Company as at 31 March 2002. The above review
procedures were less in scope than an audit examination conducted in accordance with Australian Auditing Standards,
the purpose of which is the expression of an opinion on financial statements taken as a whole. Accordingly we do not
express such an opinion.
The pro forma statement of financial position has been prepared on a going concern basis. Accordingly, the amounts
at which the assets are disclosed in the Report do not purport to be amounts which would be realised if such assets
were sold at the date of this report.
The Directors have not included a statement of financial performance as, apart from ongoing administration, the
company has not traded since incorporation.
We have conducted our review of the historical financial information in accordance with Auditing Standard AUS 902
"Review of Financial Reports". We have made such enquiries and performed such procedures as we considered
necessary for the purpose of this report. Our review included:
(i) Discussions with Directors and others;
(ii) Review of contractual agreements;
(iii)Review of secretarial and other records of the company; and
(iv)An analytical review of the unaudited results of the Company for period from incorporation on 20 December 2001
to 31 March 2002.
4.

Valuation of Exploration Interests
The principal assets of the Company will be its exploration interests. The exploration interests have been included at
cost in the pro-forma statement of financial position. The Directors’ adopted the cost valuation based on their
assessment of the fair value of the exploration interests after considering an Independent Geologist’s Report and
Valuation Opinion prepared by Snowden Corporate which is reproduced in Section 6 of the Prospectus. We have not
performed our own valuation of the exploration interests due to the specialised nature of assessing the future mining
potential of those interests. Therefore, we are unable to form a view on whether or not the carrying values of the
exploration interests are fairly stated. However, we draw readers attention to the report in Section 6 of the Prospectus.

5.

Opinion
Based on our review, which is not an audit, nothing has come to our attention which causes us to believe that the
historical information, as set out in Appendix 1 and 2 attached:
(a) does not fairly represent:
(i)

the historical statement of financial position of the Company as at 31 March 2002; and

(ii)

the pro forma statement of financial position of the Company as at 31 March 2002 on the basis of the
assumptions and transactions set out in Note 2 of Appendix 2.

(b) has not been prepared in accordance with applicable Australian Accounting Standards, and the accounting policies
of the Company.
6.

Subsequent Events
Subsequent to 31 March 2002, to the best of our knowledge and belief there have been no material items, transactions
or events other than the matters dealt with in this Report, which would require comment on, or adjustment to the
information contained in this Report, or which would cause such information in this Report to be misleading.

109

Reed Resources Ltd

7.

Disclosures
Sheppard West Dwyer has not made any recommendations through the issue of this Report to potential investors of
the Company as to the merits of the investment. The Shares offered under the Prospectus should be considered
speculative due to the nature of the Company’s business being gold exploration. The specific risks associated with this
investment are detailed in the Prospectus.
Neither Sheppard West Dwyer, nor any of its directors or executive employees, have any financial interests in the
outcome of the proposed transaction except for normal professional fees due for the preparation of this Report.
Sheppard West Dwyer were not involved in the preparation of any other part of the Prospectus, and accordingly make
no representations or warranties as to the completeness and accuracy of any information contained in any other part
of the Prospectus.

Yours faithfully
Sheppard West Dwyer
Chartered Accountants

A O Sheppard FCA
Registered company auditor
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Appendix 1
Historical and Proforma
Statements of Financial Position

Notes
Current assets
Cash
Debtors & prepayments

3

Proforma
Statement of
Financial
Position
as at
31 March 2002

Historical
Statement of
Financial
Position
as at
31 March 2002

5,612,381
28,180
____________

61,508
28,180
____________

5,640,561
____________

89,688
____________

56,055
–
____________

Total non-current assets

56,055
3,138,045
____________
3,194,100
____________

Total assets

8,834,661
____________

56,055
____________
145,743
____________

–
26,127
____________
26,127
____________

265,188
26,127
____________
291,315
____________

35,817
____________
35,817
____________

35,817
____________
35,817
____________

61,944
____________
$8,772,717
____________
____________

327,132
____________
$(181,389)
____________
____________

8,900,002
(127,285)
____________
$8,772,717
____________
____________

2
(181,391)
____________
$(181,389)
____________
____________

Total current assets
Non-current assets
Plant and equipment
Exploration interests

4

Current liabilities
Accounts payable
Finance commitments
Total current liabilities
Non-current liabilities
Finance commitments
Total non-current liabilities
Total liabilities
Net assets (liabilities)
Shareholders’ equity
Share capital
Accumulated losses

5
2

Total shareholders’ equity

The statement of financial position as at 31 March 2002 is in accordance with the Company’s unaudited financial position at
that date. The pro forma statement of financial position at 31 March 2002 represents the unaudited financial position as at that
date adjusted for the transactions discussed in Note 2 of Appendix 2 to this report. These statements of financial position are
to be read in conjunction with the notes set out in Appendix 2.
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Appendix 2 – Notes To and Forming Part of the Financial Statements
Note 1. Summary of Significant Accounting Policies
The significant accounting policies adopted in the preparation of the historical information and the pro-forma balance sheet are:
(a)

Basis of Accounting
The statement of financial position and the pro-forma statement of financial position have been prepared in accordance
with the applicable Accounting Standards. Other mandatory professional reporting requirements including the Urgent
Issues Group Consensus Views have also been complied with:
The statement of financial position and the pro-forma statement of financial position have been prepared on a basis of
historical costs and except where stated, do not take into account changing money values or current valuations of noncurrent assets. Cost is based on the fair values of the consideration given for assets.

(b)

Exploration Interests
Exploration interests represent the cost of the mineral properties to be acquired by the Company after considering an
independent valuation by Snowden Corporate, Mining Industry Consultants.
Future costs arising from exploration and evaluation activities will be carried forward provided such costs are expected
to be recouped through successful development, or by sale, or where exploration and evaluation activities have not at
balance date reached a stage to allow a reasonable assessment regarding the existence of economically recoverable
reserves.
The Company’s policy is to review the carrying value of all exploration interests on a regular basis and to the extent to
which this value exceeds its coverable amount, that excess is fully provided against in the financial year in which this
is determined.
Each exploration interest will be amortised over its expected mine life when mining operations commence on that
interest. If operations are abandoned or the tenements relinquished prior to or after the commencement of mining
operations, the remaining unamortised balance of each interest will be written off to the profit and loss account in that
financial year that such decision is made.

(c)

Going Concern Basis
The accounts have been prepared on a going concern basis of accounting, which anticipates the ability of the Company
to meet its obligations in the normal course of business. The ability of the Company to meet its existing obligations and
those relating to its recent acquisitions (as detailed in the Prospectus) will depend on the ability to raise funds pursuant
to the Prospectus, and raise further funds through the issue of additional share capital to meet future exploration
commitments, as and when required.

Note 2. Actual and Proposed Transactions to Arrive at the Pro Forma Statement of Financial Position
The pro forma statement of financial position as at 31 March 2002 has been included for illustrative purposes to reflect the
position of the Company on the basis of the following proposed transactions occurred:
•

the proposed issue and allotment by the Company of 30,000,000 fully paid ordinary shares to subscribers of the
Prospectus at an issue price of 20 cents per share to raise $6 million;

•

the estimated expenses associated with the preparation, underwriting and issue of the Prospectus of $500,000 have been
off-set against the share capital raised. Of this amount $54,106 had been incurred and paid by the Company as at 31
March 2002;

•

the purchase of Comet Vale exploration interests from Mr David Reed with consideration being settled through the
issue of 11,892,113 fully paid shares issued at 20 cents per share;

•

the purchase of Mount Finnerty Pty Ltd and its exploration interests from Mr Christopher Reed with consideration
being settled through the issue of 3,107,885 fully paid shares issued at 20 cents per share;

•

the payment of $138,045 in stamp duty on the acquisition of the above company and exploration interests; and

•

the allotment to Trucking Nominees Pty Ltd, a company associated with Mr David Reed, of 4,000,000 fully paid ordinary
shares issued at 10 cents per share in consideration for the provision to the company of $400,000 in working capital.

The accumulated losses have been reduced by the reversal of $54,106 Prospectus issue costs previously written off to revenue,
and now allocated against issued and paid up share capital.
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Pro-forma
31 March 2002

Note 3. Cash

Cash at bank and on hand

$5,612,381
____________
____________

Adjustments arising in the preparation of the
pro-forma cash balance are summarised as follows:
Balance at 31 March 2002
Working capital from Trucking Nominees Pty Ltd
Proceeds from Share Issue
Share Issue Costs
Stamp duty paid on acquisition of Exploration Interests

61,508
134,812
6,000,000
(445,894)
(138,045)
____________
$5,612,381
____________
____________

Share issue costs total $500,000. As at 31 March 2002, $54,106 of these costs had been incurred and paid.

Pro-forma
31 March 2002

Note 4. Exploration Interests

Exploration Interests at cost

$3,138,045
____________
____________

Adjustments arising in the preparation of the
pro-forma mining properties balances are summarised as follows:
Balance at 31 March 2002
Exploration Interests acquired from Mr D Reed and Mount Finnerty Pty Ltd at cost
Stamp Duty payable on acquisition of Exploration Interests

–
3,000,000
138,045
____________
$3,138,045
____________
____________

Exploration interests have been recorded at cost. The cost price has been determined after considering an independent
geological valuation by Snowden Corporate which is set out in Section 6 of the Prospectus.
Pro-forma
31 March 2002

Note 5. Share Capital

49,000,000 ordinary fully paid shares

$8,900,002
____________
____________

113

Reed Resources Ltd

Adjustments arising in the preparation of the
pro-forma share capital balances are summarised as follows:
Balance at 31 March 2002 - 2 shares at $1.00
4,000,000 shares issued at 10 cents for working capital
11,892,113 shares issued at 20 cents to acquire Comet Vale
3,107,885 shares issued at 20 cents to acquire Mount Finnerty Pty Ltd
30,000,000 shares issued at 20 cents pursuant to the Prospectus
Share issue costs

2
400,000
2,378,423
621,577
6,000,000
(500,000)
____________
8,900,002
____________
____________

The Company has not issued any options to subscribe for ordinary shares in the Company.
Note 6. Commitments
(a)

Exploration
Minimum annual exploration expenditure $480,700.
The company has minimum obligations pursuant to the terms and conditions of Tenement Licences in the forthcoming
year. These obligations are capable of being varied from time to time, in order to maintain current rights of tenure to
mining tenements. The minimum obligations may be reduced to the extent that the company retains its mining
interests.

(b)

Native Title
The Company’s mining tenements may be subject to native title applications in the future. At this stage it is not possible
to quantify the impact (if any) that native title may have on the operations of the Company. Refer to Section 7 of the
Prospectus for further information on Native Title.

(c)

Option agreement
The Company has an agreement with Kalgoorlie Metals Pty Ltd whereby for the payment of $5,000, it acquires an
option to acquire certain tenements from Kalgoorlie Metals Pty Ltd for a further $45,000.

Note 7. Related Party Transaction
The following related party transactions exist:
•

The company has contracted to related party transactions as set out in Note 2

•

The company has contracted to pay royalty payments of 2% of the production proceeds extracted from Comet Vale
properties to a company controlled by Mr D Reed, and from Mount Finnerty properties to a company controlled by Mr
C Reed. Mount Finnerty Pty Ltd has also agreed to pay, to a company associated with Mr C Reed, a royalty of 25 cents
per tonne of iron ore (to be adjusted for changes in the Consumer-Price Index) extracted from various existing or future
tenements and processed or sold.

•

The Company has entered into arrangements with Trucking Nominees Pty Ltd, a company associated with Mr D Reed,
for the provision of offices and office equipment to the Company in West Perth and Kalgoorlie at cost plus 5%, as set
out in Section 10 of the Prospectus.

•

The Company has entered into 3 year employment agreements with directors as follows:
•

Mr D Reed, as executive chairman, at a gross remuneration of approximately $104,000 per annum.

•

Mr C Reed as full time company secretary and executive director finance, at a gross remuneration of $60,000 per
annum plus the provision of a vehicle of a value not greater than $75,000.

•

Curtin Consultancy Services Pty Ltd for the services of Dr P Collins on exploration management and geological
investigations, at a rate of $90 per hour.
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9 Risks
Business andSECTION
Investment
Investors should be aware than an investment in the Company involves risk. Careful consideration should be given to all
matters raised in this Prospectus and the relative risk factors prior to applying for Shares under this Prospectus. Some of the
risks can be mitigated by the use of appropriate safeguards and actions, but some are outside the reasonable control of the
Company and its Directors. The risks can be broadly classified as those general to investing in marketable securities and those
risks which relate to investing in the mining industry and the Company. The risks set out below are not exhaustive and
potential investors should read the contents of this Prospectus in full and consult their professional advisers before deciding
whether to make an Application.
There can be no guarantees that the Company will achieve its stated objectives or that any forward-looking statements or
realisation of prospective outcomes will eventuate.
9.1

Tenement Rights

(a)

The Company is not, as at the date of this Prospectus, the registered holder of any tenement nor the applicant for the
majority of the tenement applications at both the Comet Vale and Mount Finnerty projects.
The Company has rights in relation to the Comet Vale and Mount Finnerty tenements and tenement applications under
three agreements, each of which is described in Section 10-Material Contracts.
In this regard, the transfer of the tenements into the name of the Company or Mount Finnerty Pty Ltd (as applicable)
are subject to usual Mining Act approvals and processes related to such registration.
In addition, all of the tenement applications at the Comet Vale and Mount Finnerty projects are subject to registered
native title claims.
The Solicitor’s Report in Section 7 of the Prospectus contains an analysis of the status of each tenement and tenement
application.

(b)

The tenements in which the Company has an interest will be subject to application for renewal from time to time. The
renewal of the term of each tenement is subject to applicable legislation. If a tenement is not renewed for any reason,
the Company may suffer significant damage through loss of the opportunity to develop and discover any resources on
that tenement. However, the Directors are not aware of any reason why renewal of the term of any tenement will not
be granted.

9.2

Native Title Issues

The effect of the Native Title Act 1993 (Cth), and related legislation and regulations as enacted from time to time, is that new
tenement applications and existing tenements in Australia may be affected by native title claims. This includes existing
tenements and tenement applications in relation to which the Company has existing rights, and additional tenement interests
which the Company may seek to acquire or apply for following the date of this Prospectus. Such native title claims may
constrain the granting of tenement applications, cause delays in the granting of mining tenements and/or impact upon the
Company’s ability to develop the area the subject of the tenements or tenement applications.
The existence of outstanding registered native title claims means that the grant of a tenement in respect of a particular
tenement application may be significantly delayed or thwarted pending resolution of the future act procedures in the Native
Title Act. However, the Company has made sound progress in the negotiation and resolution of at least some of these claims
– refer Section 10.3 Material Contracts.
Please refer to the Solicitor’s Report in Section 7 for a detailed analysis of the native title regime applicable to the tenements
and the tenement applications, and the status of native title matters relating to the tenement and tenement applications.
9.3

Environmental Issues

Mining and exploration is an industry which has become subject to increasing environment responsibility and liability. The
conduct of mining activities has a variety of environmental impacts. The Company intends to conduct its activities in a
professional and environmentally conscious manner and in accordance with all applicable legislation and regulations
including the discharge of hazardous waste and materials.
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9.4

Resource Estimates

Resource estimates are expressions of judgement based on empirical data, extrapolations of prospective scenarios, geological
experience and industry practice. Estimates, which may be reasonable and valid when made, may change significantly as and
when new information becomes available. In addition, resource estimates are imprecise and depend on interpretations which
may prove to be inaccurate. Should the Company encounter mineralisation or formations different from those predicted
based on extrapolations, judgements and predictions arising from past sampling and drilling, resource estimates may have to
be adjusted and mining plans may have to be altered in a way which could have either a positive or negative effect on the
Company’s operations.
9.5

Exploration and Development Risks

The business of mineral exploration, project development and mining by its nature contains elements of significant and
speculative risk. Ultimate and continuous success of these activities is dependent on many factors such as:
•

The discovery and/or acquisition of economically recoverable ore reserves;

•

Successful conclusions to bankable feasibility studies;

•

Access to adequate capital for project development;

•

Planning and implementation of effective exploration programs having regard to actual geological, geophysical and
geochemical conditions;

•

Design and construction of efficient mining and processing facilities within capital expenditure budgets;

•

Securing and maintaining title to tenements;

•

Obtaining consents and approvals necessary for the conduct of exploration and mining; and

•

Access to competent operational management and prudent financial administration, including the availability and
reliability of appropriately skilled and experienced employees, contractors and consultants.

Adverse weather conditions over a prolonged period can adversely affect exploration and mining operations and the timing
of revenue return to the Company from the exploitation of the Company’s assets.
Whether or not income will result from projects undergoing exploration and development programs depends on the
successful establishment of mining operations. Factors including costs, characteristics of mineralisation, capital availability,
consistency and reliability of ore grades and commodity prices affect successful project development and mining operations.
9.6

Commodity Price Risk

The Company ultimately expects to derive its revenue from the processing of mineral ores and the sale of mineral concentrates
containing payable quantities of gold and possibly other minerals, including iron ore and nickel. Consequently the
Company’s expected earnings will be closely related to the price of these commodities. Commodity prices fluctuate and are
affected by numerous factors beyond the control of the Company. These factors include worldwide and regional supply and
demand for the specific commodity, commodity trading on the futures markets, general world economic conditions and the
outlook for interest rates, inflation and other economic factors on both a regional and global basis. These factors may have a
positive or negative effect on the Company’s exploration, project development and production plans and activities, together
with the ability to fund those plans and activities.
9.7

Possible Volatility of Share Price and Share Market Risks

The trading price of the Shares is likely to be volatile and could be subject to wide fluctuations in response to factors such as:
•

actual, or anticipated, variations in the Company’s exploration and/or operating results;

•

conditions or trends in the mining industry;

•

changes in the market valuations of other mining companies; and

•

sales of Shares or other securities of the Company in the open market.
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Further, share markets in general have experienced significant price and volume fluctuations that have often not been related
to the operating performance of companies. Overall share market and industry factors may materially and adversely affect
the price of the Shares, regardless of the Company’s operating performance.
General movements in national and international stock markets, and economic conditions could all affect the market price of
the Shares. In addition, prior to this Prospectus there has been no public market for the Shares in the Company and there can
be no assurance that an active trading market will develop in the Shares. Share prices can go down as well as up.
9.8

General Economic Conditions

Changes in the general economic climate in which the Company operates may adversely affect the financial performance of
the Company. Factors which contribute to the general economic climate include currency fluctuations, government policy and
legislation, industrial disruption, interest rates and the rate of inflation.
9.9

Regulatory Risks

Changes in the legislative and regulatory environment relating to the mining industry generally could affect the Company’s
future business, operations and financial performance.
9.10

Taxation Issues

Investors should make and rely on their own professional taxation advice in relation to a subscription of Shares. Further, by
reason of the manner in which the rights to the Company’s mining tenements have been acquired from David Reed, and the
rights to the shares in Mount Finnerty Pty Ltd have been acquired from Chris Reed, the Company has inherited the original
indexed cost base of the vendors of those assets for capital gains tax purposes. However, it is not the Company’s intention to
realise those assets so as to crystallise any such tax liability.
9.11

No Financial Forecasts

It is due to the speculative nature of mining exploration and the lack of assurance that minerals in commercially exploitable
quantities and conditions will be found that no financial forecasts are given by the Company. Nevertheless, the Directors
believe that the capital raised pursuant to this Prospectus is sufficient to enable the Company to achieve its stated objectives
in this Prospectus.
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SECTION 10
Material Contracts
The Directors consider that certain contracts are material to the Company and are of such a nature that an investor may wish
to have particulars of them when making an assessment of whether to apply for Shares. Set out below are summaries of the
more important provisions of contracts to which the Company is or will be a party, which are or may be material in terms of
the Issue or the operations of the business of the Company or otherwise are or may be relevant to a potential investor in the
Company.
To fully understand all rights and obligations in the material contracts, it is necessary to read them in full. Verified true copies
of each material contract or a memorandum containing particulars of each contract will be available for inspection free of
charge by any person at the registered office of the Company during normal business hours for a period of at least 12 months
from the date of lodgment of the Prospectus with the ASIC.
10.1
(a)

Acquisition of Tenements and Mount Finnerty Pty Ltd
David Reed/Reed Resources Tenement Assignment Agreement
The Company is a party to a Tenement Assignment Agreement between David Reed (as transferor) and the Company
(as transferee) under which David Reed has agreed to assign to the Company certain of tenements (and tenements
which are expected to be granted in respect of tenement applications) relating to the Comet Vale Project – refer
Solicitor’s Report Section 7 for details.
The consideration for the assignment is the issue to David Reed of 11,892,113 Shares.
The Agreement was conditional upon the execution by David Reed, the Company and MTAB Pty Ltd (MTAB) of an
Assumption Deed in the form contained in Schedule 3 to the Royalty Deed between (originally) David Reed and MTAB
below whereby the Company becomes a party to the Royalty Deed in place of David Reed (see paragraph (d) below).
This condition was fulfilled by the execution by each of those parties of an Assumption Deed in that form.
Two of the tenements and a number of the tenement applications, the subject of the Tenement Assignment Agreement,
are currently registered in the name of Destra Corporation Ltd (previously Richfield Resources NL), and David Reed
is entitled to be transferred such tenements (or a tenement granted in relation to the tenement applications) under a
Mining Tenements Sale Agreement dated 15 September 1998 between (at that time) Richfield Resources NL and David
Reed. Under the Tenement Assignment Agreement, David Reed is obliged to transfer to the Company such tenements
(or any tenement applied for or granted in renewal or extension of such tenement or in substitution of any such
tenement) to the Company.

(b)

Christopher Reed/Mount Finnerty Pty Ltd Tenement Assignment Agreement
Mount Finnerty Pty Ltd, a company in respect of which the Company is entitled to be 100% owner (refer paragraph (c)
below), is a party to a Tenement Assignment Agreement between Christopher Reed (as transferor) and Mount Finnerty
Pty Ltd (as transferee) under which Christopher Reed has agreed to assign to Mount Finnerty Pty Ltd certain tenements
(and tenements granted in respect of tenement applications) relating to the Mount Finnerty Project – refer Solicitor’s
Report Section 7 for details.
The consideration for the assignment was the issue of shares in Mount Finnerty Pty Ltd to Christopher Reed.
The Agreement was conditional upon the execution by Christopher Reed, Mount Finnerty Pty Ltd and MF Royalty Pty
Ltd (MF Royalty) of an Assumption Deed in the form contained in Schedule 3 to the Royalty Deed between (originally
Christopher Reed and MF Royalty (see paragraph (e) below) whereby Mount Finnerty Pty Ltd becomes a party to the
Royalty Deed in place of Christopher Reed. This condition was fulfilled by the execution by each of those parties of an
Assumption Deed in that form.

(c)

Subscription Sale Agreement – Mount Finnerty Pty Ltd
The Company is a party to a Subscription/Share Sale Agreement with Christopher Reed under which the Company
acquired the rights to 100% of the issued share capital in Mount Finnerty Pty Ltd.
The consideration for the assignment was the issue of 3,107,885 Shares to Christopher Reed.
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(d)

Royalty Deed – MTAB Pty Ltd and the Company
As described in paragraph (a) above, the Company is now a party (in place of David Reed) to a Royalty Deed with
MTAB Pty Ltd.
Under this Deed, the Company is obliged to pay MTAB:
–

a royalty of 2% of the gross proceeds generated from the sale of any gold produced from various existing or future
tenements;

–

a royalty of 2% of the net proceeds generated from the sale of any minerals (other than gold) produced from various
existing or future tenements.

There is no termination clause or payout clause in the Deed and it is accordingly ongoing.
MTAB is a company controlled by David Reed.
(e)

Royalty Deed – MF Royalty Pty Ltd and Mount Finnerty Pty Ltd
As described in paragraph (b) above, Mount Finnerty Pty Ltd is now a party (in place of Christopher Reed) to a Royalty
Deed with MF Royalty.
Under this Deed, Mount Finnerty Pty Ltd is obliged to pay MF Royalty:
–

a royalty of 2% of the gross proceeds generated from the sale of any gold produced from various existing or future
tenements;

–

a royalty of 25 cents per tonne of iron ore (to be adjusted yearly for changes in the Consumer Price Index), regardless
of grade, extracted from various existing or future tenements and processed or sold;

–

a royalty of 2% of the net proceeds generated from the sale of any minerals (other than gold or iron ore) produced
from various existing or future tenements.

There is no termination clause or payout clause in the Deed and it is accordingly ongoing.
MF Royalty is a company controlled by Christopher Reed.
10.2

Underwriting Agreement

(a)

The Underwriting Agreement (in this Section 10.2 "Agreement") is made between Bell Potter Securities Limited and the
Company. In the terms of the appointment, the Underwriter has agreed to underwrite the Issue, manage the Issue, and
procure such number of subscribers to the Issue with at least a minimum marketable parcel holding of Shares to satisfy
the ASX Listing Rules requirements for spread of Shareholders. The Underwriter has reserved the right to appoint
subunderwriters.

(b)

Specifically the Underwriter’s underwriting obligation is to lodge or cause to be lodged with the Company a list of
Applicants, Applications and Application Monies after receipt of notice from the Company after the Closing Date, with
respect to such number of Shares as comprises the shortfall in the number of Shares for which the Company has
received valid Applications.

(c)

The Underwriter is entitled to payment of the following fees with respect to its obligations:
• (i)
(ii)

an underwriting commission representing 4% ($240,000); and
a management fee of 1% ($60,000)

of the amount to be raised under this Prospectus.
• Termination fees are payable if the Company terminates the Agreement without due cause or in bad faith and,
within 6 months of such termination, undergoes a specified major structural change. The fees are the greater of 50%
of the fees paid to a party which assists such specified structural change or the total fees which would have been
payable under the Agreement.
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• reimbursement of reasonable costs (including legal (capped at $5,000), travel and accommodation expenses) of the
Underwriter with respect to, the Prospectus, the Underwriting Agreement and any review of the Prospectus
undertaken by ASX, ASIC or any other regulatory body;
(d)

The Company makes a number of representations, undertakings and warranties to the Underwriter including (without
being exhaustive) relating to:
• compliance with material contracts;
• no material litigation;
• legal compliance of the Prospectus, the Issue and any related announcements and publications;
• correctness and completeness of information provided;
• conformity of the Prospectus with the copy approved by Underwriter; and
• completeness and correctness of the Prospectus in all materials respects.

(e)

The Company also, for 6 months from the date of the Prospectus, commits to a number of restraints affecting its capital
and operating base including, it is not to make, agree to make or announce any issue of equity securities (other than
under a dividend reinvestment plan, employee share plan or upon the exercise of options) other than the Issue without
the prior consent in writing of the Underwriter (such consent not to be unreasonably withheld);

(f)

The Company agrees to indemnify the Underwriter, and its personnel in a range of circumstances associated with the
Issue and the Prospectus.

(g)

The Agreement contains many usual contractual provisions that would be expected to be found in an underwriting
agreement in like circumstances.

(h)

The Agreement gives the underwriter the right to terminate the Agreement without cost or liability to itself if certain
specified events occur. The specified events include:

(i)

(i)

(Indices fall): any of the All Ordinaries Index or Gold Index as published by ASX is at any time after the date
of the Agreement 10% or more below its level as at the close of business on the date of the Agreement or the
London PM Gold fix price quoted in the United States Currency is at any time after the date of the Agreement
10% or more below its level as at the close of business on the date of the Agreement; or

(ii)

(Prospectus): the Company does not lodge the Prospectus on the due lodgment date or the Prospectus or the
Offer is withdrawn by the Company;

(iii)

(Exposure Period): by the end of the Exposure Period the ASIC notifies the Company of deficiencies in the
Prospectus; or

(iv)

(Copies of Prospectus): the Company fails to deliver to the Underwriter sufficient copies of this Prospectus as
required by the Underwriter;

(v)

(No Official Quotation): Official Quotation has not been granted by the date the Underwriter must deliver any
shortfall or having been granted, is subsequently withdrawn, withheld or qualified; or

(vi)

(Supplementary prospectus): the Underwriter, forms the view on reasonable grounds that a supplementary or
replacement prospectus should be lodged with ASIC and the Company fails to lodge a supplementary or
replacement prospectus in such form and content and within such time as the Underwriter may reasonably
require, or the Company lodges a supplementary or replacement prospectus without the prior written consent
of the Underwriter.

In addition, if one or more of the following events either separately or together have a material adverse effect (where
the expression "material adverse effect" includes events that have or are likely to have a materially adverse effect on the
outcome of the Issue, the financial position or operations of the Company, or could give rise to more onerous
obligations of the Underwriter, the Underwriter may also terminate the Agreement:
(i)

(Default): default by the Company under the Agreement;

(ii)

(Incorrect or untrue representation): any representation, warranty or undertaking given by the Company in the
Agreement is or becomes untrue or incorrect;
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(iii)

(Contravention of constitution or Act): a contravention by the Company or Mount Finnerty of any provision
of its constitution, the Corporations Act or any other applicable legislation or any requirement of ASIC or ASX;

(iv)

(Restriction on allotment): the Company is prevented from allotting the offer Shares within the time required
by the Corporations Act, the Listing Rules, any statute, regulation or order of a court of competent jurisdiction
by ASIC, ASX or any court of competent jurisdiction or any governmental or semi-governmental agency or
authority;

(v)

(Adverse change): any adverse change or any development including a prospective adverse change after the
date of the Agreement in the assets, liabilities, financial position, trading results, profits, forecasts, losses,
prospects, business or operations of the Company or Mount Finnerty including, without limitation, if any
forecast in the Prospectus becomes incapable of being met or in the Underwriter's reasonable opinion, unlikely
to be met in the projected time;

(vi)

(Non-compliance with disclosure requirements): it transpires that the Prospectus does not contain all the
information that investors and their professional advisers would reasonably require to make an informed
assessment of:
(a) the assets and liabilities, financial position and performance, profits and losses and prospects of the
Company; and
(b) the rights and liabilities attaching to the offer Shares;

(vii)

(Misleading Prospectus): it transpires that there is a statement in the Prospectus that is misleading or deceptive
or likely to mislead or deceive, or that there is an omission from the Prospectus (having regard to the provisions
of sections 710, 711 and 716 of the Corporations Act) or if any statement in the Prospectus becomes or misleading
or deceptive or likely to mislead or deceive or if the issue of the Prospectus is or becomes misleading or deceptive
or likely to mislead or deceive;

(viii) (Error in Due Diligence Results): it transpires that any of the due diligence results or any part of the verification
material in the preparation of this Prospectus was false, misleading or deceptive or that there was an omission
from them;
(ix)

(Withdrawal of consent to Prospectus): any person (other than the Underwriter) who has previously consented
to the inclusion of its, his or her name in the Prospectus or to be named in the Prospectus, withdraws that
consent;

(x)

(ASIC application): an application is made by ASIC for an order under section 1324B of the Corporations Act in
relation to the Prospectus, and that application has not been dismissed or withdrawn;

(xi)

(ASIC hearing): ASIC gives notice of its intention to hold a hearing under section 739 of the Corporations Act in
relation to the Prospectus to determine if it should make a stop order in relation to the Prospectus or the ASIC
makes an interim or final stop order in relation to the Prospectus under section 739 of the Corporations Act;

(xii)

(Significant change): a "new circumstance" as referred to in section 719(1) of the Corporations Act arises that is
materially adverse from the point of view of an investor;

(xiii) (Public statements): without the prior approval of the Underwriter a public statement is made by the Company
in relation to the Offer, the Issue or the Prospectus;
(xiv) (Misleading information): any information supplied at any time by the Company or any person on its behalf to
the Underwriter in respect of any aspect of the Offer or the Issue or the affairs of the Company or Mount Finnerty
is or becomes misleading or deceptive or likely to mislead or deceive;
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(xv)

(Hostilities): there is an outbreak of hostilities or a material escalation of hostilities (whether or not war has been
declared) after the date of this agreement involving one or more of Australia, Indonesia, Japan, Russia, the
United Kingdom, the United States of America, India, Pakistan, or the Peoples Republic of China, other than
hostilities involving Afghanistan, any country bordering Afghanistan (other than as specified above) or any Arab
country (being a country the majority of whose inhabitants are of Arab ethnicity);

(xvi) (Official Quotation qualified): the grant by the ASX of Official Quotation is qualified or conditional in certain
respects;
(xvii) (Change in Act or policy): there is introduced, or there is a public announcement of a proposal to introduce, into
the Parliament of Australia or any of its States or Territories any Act or prospective Act or budget or the Reserve
Bank of Australia or any Commonwealth or State authority adopts or announces a proposal to adopt any new,
or any major change in, existing, monetary, taxation, exchange or fiscal policy;
(xviii) (Change in economy): there occurs any fundamental change in Australian economic or political conditions;
(xix)

(Prescribed Occurrence): a Prescribed Occurrence (within the meaning of the Corporations Act) occurs, other
than as disclosed in the Prospectus;

(xx)

(Suspension of debt payments): the Company suspends payment of its debts generally;

(xxi)

(Event of Insolvency): an event of insolvency occurs in respect of the Company or Mount Finnerty;

(xxii)

(Judgment against a Relevant Company): a judgment in an amount exceeding $25,000 is obtained against the
Company or Mount Finnerty and is not set aside or satisfied within 7 days;

(xxiii) (Litigation): litigation, arbitration, administrative or industrial proceedings are after the date of this Agreement
commenced or threatened against the Company or Mount Finnerty, other than with regard to any native title
claims foreshadowed in the Prospectus;
(xxiv) (Board and Senior Management composition): there is a change in the composition of the Board or a change in
the senior management of the Company without the prior written consent of the Underwriter;
(xxv)

(Authorisation) any authorisation which is material to anything referred to in the Prospectus is repealed,
revoked or terminated or expires, or is modified or amended in a manner unacceptable to the Underwriter;

(xxvi) (Force Majeure): an event of Force Majeure affecting the Company's business lasting in excess of 7 days occurs;
(xxvii) (Indictable offence): a director of the Company or Mount Finnerty is charged with an indictable offence;
(xxxiii) (Certain resolutions passed): the Company or Mount Finnerty passes or takes any steps to pass a resolution
under section 254N, section 257A or section 260B of the Corporations Act or a resolution to amend its
constitution without the prior written consent of the Underwriter;
(xxiv) (Capital Structure): the Company or Mount Finnerty alters its capital structure in any manner not contemplated
by the Prospectus; or
(xxx)
10.3

(Tenements): a change occurs in relation to the tenements of the Company or Mount Finnerty referred to in the
Prospectus.

Native Title Agreement

The Company has executed a Native Title Deed in respect of one of the native title claims covering the mining lease
applications at Comet Vale (please refer to the Solicitor’s Report in Section 7 for an analysis of the status of native title matters
relating to those mining lease applications and for a description of the process required to be completed in order for those
applications to be granted).
The Native Title Deed relates to the Maduwongga Peoples claim and the Native Title Deed has also been signed by Marjorie
May Strickland and Anne Joyce Nudding (for and on behalf of the Maduwongga People), and by David Reed and Christopher
Reed in their personal capacities.
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The Native Title Deed relates to the grant of the Comet Vale mining lease applications as well as any tenement application
made by the Company in the future which is within the current area of the Maduwongga People’s native title claim.
Under the Native Title Deed, the Company agrees to an up-front payment of $25,000. There is also a royalty payable to the
Maduwongga People of $1.00 per ounce of gold produced from any tenement within the current area of the Maduwongga
People’s claim.
As Destra Corporation Ltd is the applicant under the relevant mining lease applications, which are subject to a Mining
Tenements Sale Agreement between Destra and David Reed (please refer to Section 10.1(a) above), Destra is also to be a party
to the Native Title Deed in its capacity as the mining lease applicant and is also to sign the Deed for Grant of Mining Tenement
(which has been signed by Marjorie May Strickland and Anne Joyce Nudding, for and on behalf of the Maduwongga People).
The Company is in the process of arranging for Destra to execute the Native Title Deed and the Deed for Grant of Mining
Tenement.
10.4

Option Agreement

The Company is a party to an Option Agreement with Kalgoorlie Metals Pty Ltd (ACN 077 565 523) (Kalgoorlie Metals) and
the Company executed in April 2002.
The Company has paid Kalgoorlie Metals $5,000 for the option, and will pay a further $45,000 if the Company exercises the
option.
The Option Agreement grants the Company the right to purchase the right, title and interest in various tenement applications
(and tenements granted in respect of those tenement applications) in the vicinity of the Company’s other mining interests. The
option expires 10 Business Days after the Company is admitted to the Official List of the Australian Stock Exchange. If the
Company is not admitted to the Official List of the ASX within 6 months of the execution of the Option Agreement, the Option
Agreement will expire.
Under the Option Agreement, the Company is entitled to mining information associated with the tenement applications, and
to the exclusive right to explore and prospect on the land the subject of any tenements granted in respect of the tenement
applications. The Company has agreed to indemnify Kalgoorlie Metals against any liabilities arising from the Company’s
exercise of its right to explore and prospect.
The Company has undertaken minimal due diligence with respect to these tenement interests and will evaluate the same prior
to deciding whether or not to exercise the option. These tenements interests are not included in the Independent Geologist’s
Report or the Solicitor’s Report.
10.5

Related Party Agreements

(a)

Services Agreement
The Company is a party to a Services Agreement with Trucking Nominees Pty Ltd (ABN 37 736 746 211) (Trucking
Nominees).
The Services Agreement obliges Trucking Nominees to provide the Company with a registered office, general offices
and premises in Perth and Kalgoorlie, and communication and office equipment.
In consideration of the provision of these services the Company has agreed to pay Trucking Nominees a service charge
on a monthly basis calculated as the cost to Trucking Nominees plus 5%, not inclusive of GST.
The term of the Services Agreement is 3 years from 1 January 2002 unless terminated earlier in accordance with the
terms of the Services Agreement.
If either Trucking Nominees or the Company at any time wishes to vary the provisions of the Services Agreement
applicable to a particular service or believes that a provision of the Services Agreement requires amendment because it
gives rise to an unforeseen anomaly, then the relevant party may give notice to the other in relation to such provision
and the parties must promptly negotiate in good faith covering the matters set out in the notice.
Trucking Nominees is a company controlled by David Reed.
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(b)

Christopher Reed Employment Agreement
The Company is a party to an employment agreement with Christopher Reed.
The Company has engaged Christopher Reed on a full-time basis in the position of Company Secretary and Executive
Director-Finance. Under the terms of the Employment Agreement, Mr Reed is obliged to undertake, without further
remuneration, offices in related corporations of the Company as the Company may from time to time reasonably
require.
The Company has agreed to pay Christopher Reed a gross annual salary of $60,000, not including superannuation
(statutory minimum contributions) and to provide a novated lease of a vehicle of a value not greater than $75,000. The
salary is subject to annual review by the Board.
The term of the Employment Agreement is not less than 3 years unless terminated earlier for cause in accordance with
the terms of the Agreement.

(c)

David Reed Employment Agreement
The Company is a party to an employment agreement with David Reed.
The Company has engaged David Reed on a part-time basis in the position of Executive Chairman of the Board. Under
the terms of the Employment Agreement, Mr Reed is obliged to undertake, without further remuneration, offices in
related corporations of the Company as the Company may from time to time reasonably require.
The Company has agreed to pay David Reed an hourly wage of $100, not including superannuation (statutory
minimum contributions) with the anticipation that David Reed will normally commit around 20 hours per week to
Company work (no greater hourly rate is payable for work performed either outside usual business hours or in excess
of 20 hours per week). The hourly wage is subject to annual negotiation between the parties.
The term of the Employment Agreement is not less than 3 years unless terminated earlier for cause in accordance with
the terms of the Agreement

(d)

Consultancy Agreement – Curtin Consultancy Services
The Company is a party to a consultancy services agreement with Curtin Consultancy Services Ltd
(ABN 39 008 752 175) (CCS).
The Consultancy Services Agreement is for a term of 3 years unless terminated for breach, threatened insolvency or
threatening to cease conducting business in the normal manner of either party, in which case the other party may
terminate.
Under the Consultancy Services Agreement, CCS is to provide services covering management, planning, coordination
and supervision of exploration programs conducted by the Company, and preparation of reports to fulfil the
Company’s statutory reporting obligations, internal Company reports, memoranda relating to exploration activities
and geological investigations (as required from time to time by the Company).
The CCS’ nominated consultant under the Consultancy Services Agreement is Dr Peter Collins, who is a director of the
Company.
CCS is to be paid (on a pre-GST basis) for its nominated consultant an hourly rate of $90, a daily field rate of $700 and
a monthly facilities fee of $91. Normal commercial rates in relation to specialised equipment is to be approved by the
Company in advance.

(e)

Directors Access and Indemnity Deed
The Company has entered into deeds with each Director in industry common form to protect, insure (under a director’s
and officers liability insurance policy) and indemnify each Director reasonably within the scope permitted under the
Corporations Act.
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SECTION 11
Additional Information
11.1

Rights Attaching to Shares

The rights attaching to the Shares arise from a combination of the Company’s Constitution, statute and general law.
The following is a summary of certain rights and restrictions attaching to Shares. This summary is not exhaustive and does
not constitute a definitive statement of the rights and liabilities of Shareholders. To obtain full details, persons should seek
independent legal advice and examine the Company’s Constitution.
• Voting at a General Meeting
Members are entitled to notice of, and to attend and vote at, general meetings.
Subject to any securities that may in the future be issued with special or preferential rights (currently there are
none), every member present in person or by proxy, attorney or representative has one vote on a show of hands,
and on a poll, one vote for each Share. For each partly paid share a member has a vote equal to the proportionate
value of amount paid on the shares held.
Except in the case of any resolution, which as a matter of law requires a special majority, questions arising at a
general meeting are to be decided by a majority of votes cast by the members present at the meeting.
• Profits and Dividends
The Directors may declare and authorise from the profits of the Company a dividend to be distributed to
shareholders according to their respective rights and interests. The Directors may decide that all or any part of the
dividend to be paid is to be satisfied by the distribution of specific assets. Whenever the company has a lien on a
Share, the lien will extend to all dividends payable.
• Rights on Winding-Up
Subject to any securities that may in the future be issued with special or preferential rights (currently there are
none), the surplus assets of the Company after winding-up will be divided among the members in proportion to
the number of Shares held by them, irrespective of the amounts paid or credited as paid on the Shares.
• Issue of Further Securities
Subject to any special rights conferred on the holders of any securities or class of securities (currently there are
none), and subject to the Constitution and the ASX Listing Rules, the Directors may issue or grant options in respect
of, or otherwise dispose of, Shares on such price and conditions as the Directors think fit.
The Directors may adopt and implement a share plan without limitation in which shareholders receive an
entitlement to additional Shares in lieu of a cash dividend.
• Transfer of Shares
Subject to the Constitution, a member may transfer Shares by a market transfer effected in accordance with the ASX
Listing Rules or the Corporations Act, or an instrument in writing in any usual form or in any other form approved
by the Directors. The Directors may decline to register a transfer, other than a market transfer, in the circumstances
permitted under the ASX Listing Rules or the ASX Business Rules, or if the transfer is not in registrable form. In
this context, "market transfer" means a transfer of Shares where the transfer is pursuant to or connection with a
transaction entered into on the stock market operated by the ASX (including a proper SCH transfer) or an allotment
of Shares as a result of the exercise of any rights, options or convertible notes where such rights, options or notes
are traded on a market operated by the ASX.
• Variation of Rights
At present the Company has only Shares on issue. If shares of another class are issued, the rights, privileges and
restrictions attaching to the Shares may be altered with the sanction of a special resolution passed at a separate
general meeting of the shareholders of the Shares, or with the written consent of at least three quarters of the
shareholders of the Shares.
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• General Meetings
Each holder of Shares is entitled to receive notice of, and to attend and vote at, general meetings of the Company
and to receive all notices, accounts and other documents required to be furnished to shareholders under the
Constitution of the Company, the Corporations Act or the Listing Rules.
• Buy Back
Subject to the Corporations Act and the ASX Listing Rules, the Company may buy shares in itself on the terms and
at the times determined by the Board.
• Calls on Shares
Where shares are issued as partly paid whether as to capital or premium (currently there are none), the Directors
may make calls upon the holders of those shares of pay the whole of or a portion of the balance of the issue price.
If a shareholder fails to pay a call or instalment of a call, then subject to the Corporations Act and the Listing Rules
the shares in respect of the call maybe forfeited in accordance with the Constitution of the Company.
11.2

Employee Share Option Plan

The Company has established and will administer the Reed Resources Ltd Employee Share Option Plan, which has been
adopted by the Company.
Under the Plan rules, eligible persons (a person who then is an employee, whether full-time or part-time, or a consultant to
the Company or an associated company), may be offered options at such times and on such terms as the Board considers
appropriate.
No consideration is to be payable in respect of the grant of an option, unless the Board decides otherwise. The Company will
not apply for Official Quotation of any options issued under the Plan. Such options are transferable to an eligible nominee
(spouse/superannuation fund/trust/controlled company or person approved by the Directors) but not otherwise.
Under the Rules, offers or invitations must not be issued under the Plan if the number of Shares which would be issued
pursuant to the exercise of all options the subject of the proposed offer or invitation, when aggregated with the number of
Shares that have been issued pursuant to all employee share option schemes established by the Company during the previous
5 years, exceeds 5% of the total number of issued shares as at the date the proposed offer or invitation is considered.
At the date of this Prospectus no options have been issued under the Plan.
11.3

Dividend Policy

The Company’s operations are in exploration mode with no present significant revenue sources available prior to the proving
up of mineable resources and commencement of mining operations and sales. Accordingly there is no present intention to pay
dividends on Shares. However the Directors’ policy is to pay Shareholders, by way of dividends, cash in excess of operational
and investment needs and after making prudent provisions, should operating revenues and cashflows permit.
No assurances in relation to the payment (or amount) of future dividends or the franking credits attaching to any such
dividends can be given. The declaration of dividends in the future will depend upon the performance of the Company’s
operations, and financial taxation position, as well as other factors such as Government policies and the general economic
climate of the time.
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11.4

Interests of Directors, Experts and Others

Other than as set out below or elsewhere in this Prospectus, no Director or proposed Director and no person named in this
Prospectus as performing a function in a professional, advisory or other capacity in connection with the preparation and
distribution of this Prospectus, and no stockbroker to the Issue, holds or held at any time within 2 years before the lodgement
of this Prospectus with the ASIC, any interest in:
•

the promotion or formation of the Company;

•

property acquired or proposed to be acquired by the Company in connection with its formation or promotion or the
offer of Shares pursuant to this Prospectus; or

•

the offer of Shares pursuant to this Prospectus;

and no amounts have been paid or agreed to be paid or any benefit given or agreed to be given to any such person or persons,
either to induce him to become, or to qualify him as, a Director, or otherwise for services rendered by him in connection with
the promotion or formation of the Company or the Offer of the Shares.
(a)

Interests of Directors
• Securities Held
Directors are not required under the Constitution to hold any Shares. The numbers of Shares in which the Directors
currently have a relevant interest in are as follows:

Directors

Number of Shares
Held Directly

Held Indirectly

Total

David Reed

11,892,115

4,000,000

15,892,115

Christopher Reed

3,107,885*

–

3,107,885

*

–

–

15,000,000

4,000,000

19,000,000

Peter Collins
TOTAL
*

Chris Reed has agreed to transfer, or procure the transfer of, 285,705 shares to Peter Collins.

•

Remuneration
The non-executive Directors are entitled to receive directors’ fees of amounts as determined by the Shareholders of
the Company in general meeting. At a general meeting of the Company held on 15 April 2002 it was resolved that
non-executive Directors of the Company be entitled to receive directors’ fees in such amounts (as determined by
the Directors) in aggregate not to exceed $100,000 to be divided among non-executive Directors as the Directors may
agree and in the absence of agreement then equally, until otherwise determined by Shareholders in General
Meeting. Non-executive Directors may also be remunerated for additional specialised services performed at the
request of the Board, and reimbursed for reasonable expenses incurred by Directors on Company business.
The remuneration of executive Directors will be determined from time to time by the Board of Directors having
regard to the nature and extent of their responsibilities. Please refer to Section 10.5.
• Other Interests
Please refer to Sections 10.1 and 10.5
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(b)

Interests of Experts and Others
Sheppard West Dwyer Chartered Accountants has acted as Independent Accountant to the Company and has prepared
the Independent Accountant’s Report included in Section 8. The Company has agreed to pay approximately $7,000 for
this Report. Other than as aforesaid Sheppard West Dwyer has not received fees for any other services.
Allens Arthur Robinson has acted as legal adviser to the Company in relation to native title negotiations, the material
contracts in Section 10, and the Issue at commercially negotiated competitive rates. The Company has paid or agreed
to pay approximately $145,000 for these services to the date of this Prospectus. Prior to 2002 Allens Arthur Robinson
did not act for the Company.
Deloitte Touche Tohmatsu was appointed as auditor to the Company on 20 February 2002 and continues to act as
auditor at commercially negotiated competitive rates. Accrued liability for these services to the date of this Prospectus
is nominal. Prior to 20 February 2002 Deloitte Touche Tohmatsu did not act for the Company.
Deloitte Corporate Finance Pty Limited has acted as corporate adviser to the Company in relation to the Offer and has
been involved in due diligence inquiries at commercially negotiated competitive rates. The Company has paid or
agreed to pay approximately $80,000 for these services to the date of this Prospectus. Prior to December 2001 Deloitte
Corporate Finance Pty Limited did not act for the Company.
Bell Potter Securities Limited has agreed to underwrite and manage the Offer and will be paid fees as disclosed in
Section 10.2.
Snowden Corporate Mining Industry Consultants has acted as Independent Geologist to the Company and has
prepared the Independent Geologist’s Report in Section 6. The Company has agreed to pay approximately $37,000 for
this Report. Other than as aforesaid Snowden Corporate Mining Industry Consultants has not received fees for any
other services.

11.5

Litigation and Administrative Actions

The Company is not involved in any actual or threatened litigation or administrative action which could have a material
adverse effect on the Company.
11.6

Consents and Disclaimers

(a)

The following firms have been involved in the preparation of only those parts of this Prospectus described by the
Section headings which appear after their names below. Accordingly, those firms have authorised or caused the issue
of, and consented to the inclusion of, those parts only of this Prospectus in the form and context in which they are
included and have not withdrawn those consents before lodgement of this Prospectus with the ASIC.
• Snowden Corporate Mining Industry Consultants – Section 6 (Independent Geologist’s Report)
• Allens Arthur Robinson – Section 7 (Solicitor’s Report)
• Sheppard West Dwyer Chartered Accountants – Section 8 (Independent Accountant’s Report)

(b)

The following firms and entities have consented to the inclusion of their names in this Prospectus in those parts of the
Prospectus described in the Section headings which appear after their names below and have not withdrawn those
consents before lodgment of this Prospectus with the ASIC.
• Computershare Investor Services Pty Limited – Section 1.4, 11.6, the Application Form and the Corporate Directory.
Its name appears in this Prospectus as a matter of record only.
• Deloitte Touche Tohmatsu – Section 11.6 and Corporate Directory.
• Deloitte Corporate Finance Pty Limited – Section 11.6 and Corporate Directory.
• Bell Potter Securities Limited – Sections 1.2, 1.6, 1.7, 3.2, 3.4, 3.8, 10.2, 11.6, Corporate Directory and front cover of
this Prospectus.
Bell Potter Securities Limited was not involved in the preparation of any part of this Prospectus and expressly
disclaims and takes no responsibility for any material in, or omission from, this Prospectus (to the extent permitted
by law) and makes no express or implied representation or warranty in relation to the Company, the Prospectus or
the Offer and does not make any statement in the Prospectus, nor is any statement in it based on a statement made
by Bell Potter Securities Limited.
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• Snowden Mining Industry Consultants – Sections 6, 11.6 and Corporate Directory, including reference in other
Sections to the Independent Geologists Report in Section 6.
• Sheppard West Dwyer Chartered Accountants – Section 8, 11.6 and Corporate Directory, including reference in
other Sections to the Independent Accountant’s Report in Section 8.
• Allens Arthur Robinson – Sections 7, 11.6 and Corporate Directory, including reference in other Sections to the
Solicitor’s Report in Section 7.
11.7

Expenses of the Issue

The expenses of the Issue are estimated and are made up as follows:
Type

$’000’s

Underwriter’s Fees

300

Corporate advisory, legal, accounting and consultancy fees

155

ASX and ASIC Fees

15

Printing, Mailing and Associated Costs

20

Miscellaneous

10

Total

11.8

500

Documents Available for Inspection

Original or verified copies of the following documents are available for inspection during normal business hours free of charge
for twelve months after lodgment of this Prospectus at any time during normal business hours at the registered office of the
Company:
•

the Reports in Sections 6, 7 and 8;

•

the Constitution;

•

the consents referred to under the heading "Consents and Disclaimers";

•

contracts referred to under the heading "Material Contracts"; and

•

this Prospectus.

11.9

Lodgment Authorisation

This Prospectus is authorised by the Company and lodged with the ASIC pursuant to Section 718 of the Corporations Act.
The Directors have consented in writing to such lodgment in the terms of Section 720 of the Corporations Act.

David Reed
Executive Chairman
For and on behalf of Reed Resources Ltd
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SECTION
Glossary of Terms
and12Abbreviations
12.1

In this Prospectus the following terms have the following meanings unless the context requires otherwise:

"Applicant" means a person making an Application.
"Application" means an application for Shares pursuant to this Prospectus.
"Application Form" means the Application Form enclosed with this Prospectus.
"Application Monies" means the issue price per Share multiplied by the number of Shares applied for.
"ASIC" means the Australian Securities & Investments Commission.
"ASX" means Australian Stock Exchange Limited (ABN 98 008 624 691).
"Board" means the board of Directors of the Company.
"Business Day" has the meaning given to that term in the Listing Rules.
"CHESS" means Clearing House Electronic Sub register System.
"Closing Date" means the closing date for receipt of Application Forms being 5pm WST on the date determined in the terms
of Section 1.2.
"Company" means Reed Resources Ltd (ABN 89 099 116 631).
"Corporations Act" means the Corporations Act 2001 (Cth).
"Directors" means members of the Board of the Company at the date of the Prospectus.
"Exposure Period" means the period of seven (7) days after lodgment of this Prospectus with the ASIC which period may be
extended by the ASIC for a further seven (7) days to a maximum exposure period of fourteen (14) days.
"HIN" means Holder Identification Number.
"Indicated" means the classification as defined by the JORC Code and used in the Independent Geologist’s Report (Section 6).
"Inferred Mineral Resource" means a mineral resource as defined by the JORC Code and stated as “Inferred” in the
Independent Geologist’s Report (Section 6).
"Issue" or "Offer" means the offer or issue of 30,000,000 Shares at an issue price of $0.20 per Share, pursuant to this Prospectus.
"JORC Code" means the “Australasian Code for Reporting of Mineral Resources and Ore Reserves”.
"Listing Rules" means the official listing rules of ASX.
"Official List" means official list of ASX.
"Official Quotation" means official quotation on ASX.
"Prospectus" means this prospectus.
"Reed Resources" means Reed Resources Ltd (ABN 89 099 116 631).
"Section" means a section of this Prospectus.
"Share" means a fully paid ordinary share in the capital of the Company.
"Shareholder" means a shareholder of the Company.
"Underwriter" means Bell Potter Securities Limited (ABN 25 006 390 772).
"Underwriting Agreement" means the underwriting agreement between the Underwriter and the Company summarised in
Section 10.2.
"WST" means local time Perth Western Australia.
"$" means Australian dollars unless otherwise stated.
12.2 Terms defined in the Independent Geologist’s Report and used elsewhere in this Prospectus, unless the context requires
otherwise, have the meanings ascribed to them in the Independent Geologist’s Report.
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Application Form
REED RESOURCES LTD

BROKER’S REFERENCE

ABN 89 099 116 631
INSTRUCTIONS FOR A TO J ARE SET OUT ON THE REVERSE OF THIS APPLICATION FORM
PLEASE USE BLOCK LETTERS

Print your full name (given name then surname) or Company name and ACN - refer to the guide on the reverse of this Application Form.

A
B

JOINT APPLICANT NO 2 OR ACCOUNT DESIGNATION
JOINT APPLICANT NO 3 OR ACCOUNT DESIGNATION

C

ADDRESS

SUBURB/TOWN

STATE

D

CONTACT NAME

E

CHESS HIN (If Applicable)

TELEPHONE WORK

POSTCODE

TELEPHONE HOME

DATE
/

F

I/WE
APPLY
FOR

NO OF SHARES

/ 2002

G

(minimum number of 10,000 Shares
and thereafter in integral multiples of
1,000) and lodge Application Monies
in full at 20 cents per Share.

A$

.00

CHEQUE DETAILS

H

DRAWER

BANK

BRANCH

AMOUNT
$

Lodge your application form as soon as possible.
PIN YOUR
CHEQUE
HERE
CHEQUES SHOULD BE MADE PAYABLE TO:

I

“REED RESOURCES LTD – SHARE ACCOUNT”

This Application Form does not need to be signed. By lodging this Application Form and a cheque for the Application Money the
Applicant hereby:
(1) applies for the number of Shares specified in the Application Form or such lesser number as may be allocated by the Directors;
and
(2) agrees to be bound by the terms and conditions set out in the Prospectus and the Constitution of the Company; and
(3) authorises the Directors to complete or amend this Application Form where necessary to correct any errors or omissions; and
(4) declares having received a complete copy of the Prospectus in either hard copy form (to which this Application Form was
attached) or electronic form (from which this print of this Application Form was directly derived by the Applicant) prior to
making this Application.

J

TAX FILE NUMBER(S) OR EXEMPTION CATEGORY
SURNAME
GIVEN NAME(S)

TFN OR EXEMPTION

Reed Resources Ltd

Guide to the Application Form
Please complete all relevant white sections of the Application Form using BLOCK LETTERS.
If you have any questions on how to complete this Application Form please telephone Bell Potter Securities Limited on (08) 9326 7650 or
Computershare Investor Services Pty Ltd on (08) 9323 2000 or contact your stockbroker, solicitor, accountant or financial or other professional
adviser.
Please post or deliver the completed Application Form together with your cheque in full payment of the Application Monies made payable
to "REED RESOURCES LTD - SHARE ACCOUNT" and crossed "NOT NEGOTIABLE" as follows:
to reach that address prior to 5.00 pm Western Standard Time on the Closing Date.
Bell Potter Securities Limited
Level 37, Exchange Plaza
2 The Esplanade
Perth WA 6000
to reach that address prior to 5:00pm Western Standard Time on the Closing Date.
A.

Write your FULL NAME in Box A. This must be either your own name or the name of a company. You should refer to the bottom of
this page for the correct forms of name which can be registered. Applications using the incorrect form of name may be rejected.
If your Application Form is not completed correctly, or if the accompanying payment is for the wrong amount, it may still be treated
as valid by the Company. Any decision by the Company as to whether to treat your Application as valid, and how to construe, amend
or complete it, shall be final. You will not however be treated as having offered to subscribe for more Securities than is indicated by
the amount of the accompanying cheque for the Application Monies referred to in Box H.

B.

If you are applying as JOINT APPLICANTS, complete Boxes A and B. You should refer to the bottom of this page for instructions on
the correct form of name. Up to three Joint Applicants may register.

C.

Enter your POSTAL ADDRESS for all correspondence. All communications to you from the Share Registry (shareholding statements,
dividend cheques, annual/interim reports, correspondence, etc) will be mailed to the person(s) and address as shown. For Joint
Applications, only one address can be entered.

D.

Please provide your TELEPHONE NUMBER(S) and contact name in case there is a need to contact you in relation to your Application.

E.

The Company will be participating in the Australian Stock Exchange CHESS System. If you are a participant in this system, write your
Holder Identification Number (HIN) in this section. If you are not a participant in the CHESS System, do not complete this box. If will
not affect your Application.

F.

Insert the NUMBER OF SHARES you wish to apply for in Box F. Applications must be for a minimum of 10,000 Shares and thereafter
in integral multiples of 1,000 Shares.

G.

Enter the amount of your Application Monies here. The amount must be equal to the number of Shares applied for multiplied by 20
cents per Share.

H.

Complete cheque details as required. Cheques must be drawn on an Australian bank in Australian currency and made payable to
"Reed Resources Ltd – Share Account" and crossed "Not Negotiable". Do not send cash. A separate cheque should accompany each
Application Form lodged.

I.

The Application Form does not need to be signed.

J.

Enter your TAX FILE NUMBER (TFN) or exemption category beside your name. Where applicable, please enter the TFN for each Joint
Applicant. Collection of TFNs is authorised by taxation laws but quotation of your TFN is not compulsory and will not affect your
Application - refer Section 3.11 of the Prospectus.

CORRECT FORMS OF REGISTRABLE TITLE
Note that ONLY legal entities are allowed to hold Securities. Application must be in the name(s) of a natural person(s), companies or other
legal entities acceptable to the Company. At least one full given name and the surname is required for each natural person. Applications cannot
be made by persons under 18 years of age. Examples of the correct form of registrable title are set out below.
TYPE OF INVESTOR

CORRECT FORM OF REGISTRABLE TITLE

INCORRECT FORM OF REGISTRABLE TITLE

Individual

John David Smith

J D Smith

Company

John Smith Fresh Foods Pty Ltd ACN 123 456 789

John Smith Fresh Foods

Trusts

John David Smith (Smith Family Trust A/C)

John Smith Family Trust

Deceased Estates

Michael Peter Smith (Est. John Smith d.)

John Smith (Deceased)

Partnerships

John David Smith and Michael Peter Smith

John Smith & Son

Clubs/Unincorporated Bodies

John David Smith (Smith Investment Club A/C)

Smith Investment Club

Superannuation Funds

John Smith Pty Ltd (Superannuation Fund A/C)

John Smith Superannuation Fund.

Application Form
REED RESOURCES LTD

BROKER’S REFERENCE

ABN 89 099 116 631
INSTRUCTIONS FOR A TO J ARE SET OUT ON THE REVERSE OF THIS APPLICATION FORM
PLEASE USE BLOCK LETTERS

Print your full name (given name then surname) or Company name and ACN - refer to the guide on the reverse of this Application Form.

A
B

JOINT APPLICANT NO 2 OR ACCOUNT DESIGNATION
JOINT APPLICANT NO 3 OR ACCOUNT DESIGNATION

C

ADDRESS

SUBURB/TOWN

STATE

D

CONTACT NAME

E

CHESS HIN (If Applicable)

TELEPHONE WORK

POSTCODE

TELEPHONE HOME

DATE
/

F

I/WE
APPLY
FOR

NO OF SHARES

/ 2002

G

(minimum number of 10,000 Shares
and thereafter in integral multiples of
1,000) and lodge Application Monies
in full at 20 cents per Share.

A$

.00

CHEQUE DETAILS

H

DRAWER

BANK

BRANCH

AMOUNT
$

Lodge your application form as soon as possible.
PIN YOUR
CHEQUE
HERE
CHEQUES SHOULD BE MADE PAYABLE TO:

I

“REED RESOURCES LTD – SHARE ACCOUNT”

This Application Form does not need to be signed. By lodging this Application Form and a cheque for the Application Money the
Applicant hereby:
(1) applies for the number of Shares specified in the Application Form or such lesser number as may be allocated by the Directors;
and
(2) agrees to be bound by the terms and conditions set out in the Prospectus and the Constitution of the Company; and
(3) authorises the Directors to complete or amend this Application Form where necessary to correct any errors or omissions; and
(4) declares having received a complete copy of the Prospectus in either hard copy form (to which this Application Form was
attached) or electronic form (from which this print of this Application Form was directly derived by the Applicant) prior to
making this Application.

J

TAX FILE NUMBER(S) OR EXEMPTION CATEGORY
SURNAME
GIVEN NAME(S)

TFN OR EXEMPTION

Reed Resources Ltd

Guide to the Application Form
Please complete all relevant white sections of the Application Form using BLOCK LETTERS.
If you have any questions on how to complete this Application Form please telephone Bell Potter Securities Limited on (08) 9326 7650 or
Computershare Investor Services Pty Ltd on (08) 9323 2000 or contact your stockbroker, solicitor, accountant or financial or other professional
adviser.
Please post or deliver the completed Application Form together with your cheque in full payment of the Application Monies made payable
to "REED RESOURCES LTD - SHARE ACCOUNT" and crossed "NOT NEGOTIABLE" as follows:
to reach that address prior to 5.00 pm Western Standard Time on the Closing Date.
Bell Potter Securities Limited
Level 37, Exchange Plaza
2 The Esplanade
Perth WA 6000
to reach that address prior to 5:00pm Western Standard Time on the Closing Date.
A.

Write your FULL NAME in Box A. This must be either your own name or the name of a company. You should refer to the bottom of
this page for the correct forms of name which can be registered. Applications using the incorrect form of name may be rejected.
If your Application Form is not completed correctly, or if the accompanying payment is for the wrong amount, it may still be treated
as valid by the Company. Any decision by the Company as to whether to treat your Application as valid, and how to construe, amend
or complete it, shall be final. You will not however be treated as having offered to subscribe for more Securities than is indicated by
the amount of the accompanying cheque for the Application Monies referred to in Box H.

B.

If you are applying as JOINT APPLICANTS, complete Boxes A and B. You should refer to the bottom of this page for instructions on
the correct form of name. Up to three Joint Applicants may register.

C.

Enter your POSTAL ADDRESS for all correspondence. All communications to you from the Share Registry (shareholding statements,
dividend cheques, annual/interim reports, correspondence, etc) will be mailed to the person(s) and address as shown. For Joint
Applications, only one address can be entered.

D.

Please provide your TELEPHONE NUMBER(S) and contact name in case there is a need to contact you in relation to your Application.

E.

The Company will be participating in the Australian Stock Exchange CHESS System. If you are a participant in this system, write your
Holder Identification Number (HIN) in this section. If you are not a participant in the CHESS System, do not complete this box. If will
not affect your Application.

F.

Insert the NUMBER OF SHARES you wish to apply for in Box F. Applications must be for a minimum of 10,000 Shares and thereafter
in integral multiples of 1,000 Shares.

G.

Enter the amount of your Application Monies here. The amount must be equal to the number of Shares applied for multiplied by 20
cents per Share.

H.

Complete cheque details as required. Cheques must be drawn on an Australian bank in Australian currency and made payable to
"Reed Resources Ltd – Share Account" and crossed "Not Negotiable". Do not send cash. A separate cheque should accompany each
Application Form lodged.

I.

The Application Form does not need to be signed.

J.

Enter your TAX FILE NUMBER (TFN) or exemption category beside your name. Where applicable, please enter the TFN for each Joint
Applicant. Collection of TFNs is authorised by taxation laws but quotation of your TFN is not compulsory and will not affect your
Application - refer Section 3.11 of the Prospectus.

CORRECT FORMS OF REGISTRABLE TITLE
Note that ONLY legal entities are allowed to hold Securities. Application must be in the name(s) of a natural person(s), companies or other
legal entities acceptable to the Company. At least one full given name and the surname is required for each natural person. Applications cannot
be made by persons under 18 years of age. Examples of the correct form of registrable title are set out below.
TYPE OF INVESTOR

CORRECT FORM OF REGISTRABLE TITLE

INCORRECT FORM OF REGISTRABLE TITLE

Individual

John David Smith

J D Smith

Company

John Smith Fresh Foods Pty Ltd ACN 123 456 789

John Smith Fresh Foods

Trusts

John David Smith (Smith Family Trust A/C)

John Smith Family Trust

Deceased Estates

Michael Peter Smith (Est. John Smith d.)

John Smith (Deceased)

Partnerships

John David Smith and Michael Peter Smith

John Smith & Son

Clubs/Unincorporated Bodies

John David Smith (Smith Investment Club A/C)

Smith Investment Club

Superannuation Funds

John Smith Pty Ltd (Superannuation Fund A/C)

John Smith Superannuation Fund.
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