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Summary

This report covers a wider range of material than would normally be included in an annual report
because it has become necessary to review earlier work as a basis for progress on the O'Briens
Mine.

"1'l1 6 I
/

The first part of the year was taken up with an assessment of the tailings on the Dan's Rivulet
valley floor and the later part of the year has invol ved a considerable reassessment of previous
work done by this Company and its affiliates on the O'Briens tenement while it was held by us as
either ML 51 M172, or EL 1/92.

This reassessment has led to a decision to commence application for approval to open a decline
shaft on the No. I reef at O'Briens, and this work is now in the application stage. A Farm-in
Agreement is in process of finalisation with G.l. Fisher & Associates, and a letter confirming this
stage of joint venture arrangement accompanies this Report.

The present thinking is that the O'Briens reef dips to the north after an initial dip to the south and
that most of the drilling conducted by the Mines Department, ourselves and our affiliates has
missed the reef as the holes have parallelled the dip of the reef to the north. The evidence for this is
the fact that a wide reef zone has been intersected in a surveyed hole some metres north of the old
workings and other drilling intersections are unsurveyed and likely to have been deflected north of
the workings as well.

The application to open a decline shaft will be made by G.l. Fisher & Associates as a two-stage
but concnrrent process:

1. An exploration bulk sampling operation which would attribute expenditure to E.L. 1/92. and

2. A Mining Lease which would become operative once the bulk sampling phase was completed.

We propose to drive a 78 m decline shaft commencing near the E.L. boundary to the east of
O'Briens No. I reef and reaching a depth of some 13.0 below the floor of the old drive at the point
of intersection with the reef of the Mines Department drill hole No.3 in 1954.

This proposed mine will take the form of a sub-lease with G.!. Fisher assuming all environmental
and other liabilities for the operation. Income generated will assist Cuttack Mining and Exploration
Ply Ltd in further exploration of other areas within the boundaries of E.L. 1/92.
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Background to EL 1/92 1997 Report

This Exploration Tenement covers an area north of Mathinna along the general path of
a zone identified in various Mines Department Reports as the Mathinna-Alberton Gold
Lineament.

To date, commencing in 1989, three diamond drill programs have been undertaken by
this Company or its associates on the area known as O'Briens, and principally on the
O'Briens No.1 reef, and O'Briens No.2 reef.

Other reefs in the Exploration Licence have also been explored, though not with a
drilling program. These include the Hinemoa, Havelock, Loranda, Strickland, Starlight,
and Carnegie reefs.

In addition, an extended program of investigation of the Tertiary sediments in the Dan's
Valley has been undertaken through an association with Shell Exploration, Mancala Pty
Ltd and through our own recent work in relation to tailings from the O'Briens
workings.

Together with the various reports of earlier work and the Netgold publications relating
to the area, a composite picture of the possible stratigraphic association of auriferous
fluids in relation to the north east lineament has been hypothesised. This has meant a
return to earlier thinking on the nature of the auriferous reefs at O'Briens and a re­
examination of core samples from the no, 1 reef in particular.

The 1996-97 program

At the commencement of the year we were endeavouring to undertake a drill program
on the eastern end of the No.1 reef at O'Briens, The reasoning for this is well covered in
the proposal developed by Mancala Pty Ltd when it was likely that our two companies
would form a joint-venture to explore this reef system and others in the area covered by
EL 1/92. This proposal was detailed in our reports for 1995 and 1994. The proposal
outlined the potential connection of O'Briens reefs with the structural lineament which
is approximately defined by the course of the Dan's Rivulet. It also follows from
numerous earlier studies which have identified the likely occurrence of a series of
dextral wrench faults at regular intervals along the main structural lineament of the
north-east, one of which may be located in the mid-Dan's Rivulet in the vicinity of
O'Briens workings (see Tahiri, 1992/10, p. 8).
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The two Companies were unable to reach mutually satisfactory agreement on long term
rights to the exploration area as the exploration program progresses. Nevertheless, on
an informal basis our two Companies maintain contact and look forward to future
opportunities to establish joint processing and milling operations should gold
discoveries prove viable.

The effort to acquire a joint interest in purchasing a diamond drill to reduce costs to
ourselves was not successful due to lack of finance on the part of ourselves and of our
potential joint venture partners. Coincidentally, we also carried out some informal
exploration and assays of existing reef structures related directly to the north-east
lineament to the 5.Ql!th of Mathinna (the Jubilee and Miners Dream tenements) with
approval of their current owners, and determined that the potential for direct flow of
gold bearing liquids from the lineament itself was relatively limited, but inclined more
to the perspective that the larger reefs lay to the east or west of the lineament and more
associated with thrust faults or dextral strike-slip faults, especially in association with
the Carboniferous Mathinna bed slates. Such beds appear to be present at O'Briens,
where four reefs have been worked and more, smaller reefs are known to exist at or
near the surface. This confluence of reefs and structure has therefore encouraged a
return to the basic geometry of the previous drilling programs and a rigorous re­
examination of previous work.

We were further encouraged as to the grades of gold recovered from O'Briens (said to
average 30 g/t Au ) by our own 5.-urveys and assa.x.s of gold in the residual material on
the valley floor to the east of O'Briens workings. Here, our assays revealed frequent
pockets of tailing at > 3 g/t and some as high as 23 g/t. We conducted some tests for
depth and consistency with a view to removal and re-treatment of the sands, even
sending a 50 kg. sample to Sydney (via Mole Engineering) to test a new concentrating
plant. The results of this test were that the sands could be extracted but that with the
multiple handling involved in excavation, shipping, concentration, re-treatment and
disposal we were not likely to see any profit. Concentration grades at 10 g/t were
related to a total tonnage of 800 and approximately 80 tons concentrate, which meant a
gross return of 800 grams Au. or insufficient to warrant the expenses of processing. The
point remains however, that some tailings carried gold to 23 g/t after extraction of an
average of 30 g/t at the crushing and milling stages. These values are considerably
above most of the values from adjacent reefs in the Dan's Valley and support the
hypothesis of the importance of the local structural 'jog' in the lineament, first identified
by Finucane (1935), along with the potential for major reefing systems associated with
the later dextral wrench faulting and granitic intrusions to the east.
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The dextral wrench fault and thrust fault theory

This theory is developed in the work of Keele (1994/06), and Tahiri (1992/10) and has
been helpful in our latest approach to thinking on the main reef (No.1 reef) at O'Briens.
AlI the information from early mining of this reef suggested that it dipped to the south
and plunged to the west. We now believe that it dips to the north, after an initial
southward dip, and plunges to the north west. A similar dip may exist at O'Briens No.2
which was tested by Goldstream/Cuttack in 1992 (GS 3) for a southwards dip, without
success.

The north west plunge is premised on an unsurveyed hole drilled by Cuttack Mining
and Exploration in 1989 which intersected a 0.2 m quartz vein at 63 m down hole or
approximately 45 m below ground. This section assayed 37 g/t Au. This hole was
unsurveyed but was believed to have shallowed considerably as the driller reported
difficulty and actually broke the drill stem. Later holes drilled by Goldstream (GS 6 and
GS 7) revealed an absence of reef material to the west and south of the existing reef
alignment. The northwards dip of the reef is confirmed by an intersection of
Goldstream No.2 (GS 2) drill hole at approximately 77 - 84 m down hole (surveyed)
which occurs some 5 metres to the north of the adit. The intersection of the reef by MD
3 in 1954 is alleged to have occurred to the south of the adit, but as the hole was
unsurveyed there is some doubt in our minds that this was accurately located. Indeed, a
four metre wide structure at the alleged position is unlikely to have simply disappeared
at another 10 metres of depth (where our hole no. 7 located no reef intersection); rather,
the Mines Department drill hole also probably shallowed and the true position is
another 5 metres north (which meant that Cuttack bore hole no. 7 simply parallelled the
reef as it plunged).

If there is a jog in the main lineament deep below the sediments adjacent O'Briens in the
Dan Valley, this compressive movement may well have induced a dragging of the east
dipping anticline leg to the north west together with a widening of strata so that fluids
could enter in approximately the bearing of the Nos. 1 and 2 reefs at O'Briens. No.3
reef would then be seen as a secondary, and much shallower fracture line, as is no. 4
reef which runs into No.2 but does not appear to go down to depth.

This approach to the redefinition of the No.1 reef is consistent with the intersection of a
wide reef zone by GS No.2 drill core and not unlike some of the main reefs at the
Golden Gate which variously changed in dip from east to west and vice versa. It is also
consistent with the control exerted by the slates which appear to be dipping to the north
east at O'Briens. These act to direct the flow of liquids and have been intersected by
Mines Dept drilling (Nos. 2, 4 and 5, as well as Cuttack no. 9 and 7) in 1989.

While it is quite possible that a fault has separated the reef between the Mines
Department no. 3 intersection and Goldstream No.2 intersection, or that the reef
actually changes bearing between these two holes (as they have a horizontal separation
of about 10 metres), it is most unlikely that the two intersections do not represent the
same reef structure. While the grades reported from GS no. 2 are not sufficient to
warrant mining, (average was 3.3 g/t Au over approx. 4.0 m) there is well documented
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evidence as to the variable nature of quartz veins in the region and the manner of
variation in the incidence of gold within the reef material. Equally, of course, the
intersection of MD 3, over 4 metres averaging around 9.9 g/t Au, while promising, may
not be representative of the reef as a whole.

It is therefore the conclusion of our Company that a commencement on opening the reef
for mining is the only way to assess its true potential, and since quotations for a further
drilling program on the No.1 reef have proved almost as costly as the quotation to
open a small decline shaft on this reef, it has been decided to seek approval to proceed
with the latter.

We had hoped to be able to excavate a costean as preparation for a decline shaft under
the Exploration Licence, prior to seeking a Mining Lease, but recent advice from the
Department of Environment and Land Management indicates the impracticality of this
approach due to the small tonnage allowed under exploration licence conditions.
Therefore, it has been decided to apply simultaneously for a Mining Lease and for
approval under the E.L. to open a decline drive for the purpose of extracting a bulk
sample. The Mineral Lease will be applied for by the joint venture partner, G.I. Fisher &
Associates.

It is proposed to open the ground for a distance of approximately 36 metres until depth
for a portal and decline shaft is achieved. While some delay is now inevitable, due to
the need to apply for a Mineral Lease, we expect to be in a position to commence this
work prior to the conclusion of the current Reporting Year, or prior to May 15,1997.
The problem that this change of plans entails is that we may not fully achieve our
exploration expenditure before May 15, despite having reserved funds to carry out the
initial part of the drive within the Exploration Lease. However, as the total mining
operation will now need to attain appropriate Environmental and Tasmania
Development and Resources approval, we may still be in a position to acquit sufficient
funds before May 15 as designated "Exploration" funds. In any event, the outcome of
several years of work in this area should be viewed favourably by Tasmania
Development and Resources, and the Minister for Mines. If our evidence for the
northwards dip of the no. 1 reef proves well founded there may be the prospect of a
very profitable mine in the area, together with spin-off benefits for other exploration of
similar reefing zones in north east Tasmania.

The proposed decline shaft will enter the reef zone at approximately 13.0 m below the
floor of the old drive. This decline will enter from south of the adit but cross to the north
side towards the known intersection of GS No.2. As it passes the indicated MD 3
intersection to the north, it will also be close to that area where the lode material could
be removed. This decline will also have the added advantage of intersecting any
eastwards extension of the reef, should this hypothesis as outlined by Mancala Pty Ltd
in 1994 be proved correct.

The cost of this decline shaft is contracted, subject to Mines Department approval
including environmental assessment at $45,000.
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A copy of the preliminary drawings indicating the plan for the decline shaft, portal and
small open cut proposed for the drive is attached to this report. Detailed discussions
with the sub-leasee are envisaged before approval is given to commence this work.

Also enclosed is a copy of the draft Agreement with G.!. Fisher & Associates as an
outline of the proposed method of managing the joint-venture.

I, page 8
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Mining and Forestry Conflicts

It became apparent during the last year that there was an umesolved RAP which partly
afiected the area covered by EL 1/92. A submission to the Tasmanian Public Land Use
Commission was lodged by this Company in which the compatibility of mining
exploration and of any potential underground mining activity in the region in question
was stressed. A number of points in favour of resolution of conflict between the need to
preserve representative examples of forest types and the economic impera lives of
mining were detailed and the submission was summarised in a subsequent report
which concluded that this area be open for mineral exploration on the terms indicated
in the submission.

References:

Finucane, KJ., 1935, Mathinna and Tower Hill goldfields, Bulletin Geological Survey
Tasmania, Vol. 43.

Keele, RA. 1994, Structure and veining in the Devonian-aged Mathinna-Alberton Gold
Lineament, northeast Tasmania, 1994/06, Mines Dept., Hobart.

Newnham, L. 1993, E.L. 1/92 Mathinna Area North East Tasmania Annual report, 1992-93,
prepared for Montroyal Mining N.L.

Newnham, L. 1993, E.L.1/92 Mathinna Tasmania Results ofa Core Drilling Program
O'Briens Mine, October, 1993, prepared for Goldstream Mining N.L.

Tahiri, J. 1992, Northeast Goldfields: A summary of the Tower Hill, Mathinna and Dans
Rivulet Goldfields, 1992/10, Mines Dept., Hobart.
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TASMANIA

DEPARTMENT OF MINES 378015

Launceston Office:
Chemical and Metallurgical
Laboratory,
287 Wellington Street.
LAUNCESTON 7249

Enquiries:
Phone:
Your ref,:
Our file:

Cut tack Mining
211 Brisbane Street
Launceston 7250

Reg. No 896854

28.11.89-

Dear Sir,

Please find below results Qf sample submitted to
this laboratory, stated to be from 29cm Drill core, at Mathinna.

Reg. No

896854

Description

29cm Drill Core

Au g/t

37

50 gms

L,IL-fe-Analyses by...... ]f.

s~ )
3lf ) hV. J,. j1,""J;TS •

SU'4Hrj 6~ 102:. 'ttl 'nnJ .

r
~ ~s~aithfUllY,

,IIl//
\,0 ,~

.f'-/-
CD. Zanil

Chief Chemist & Metallurgist

Fee $15.00
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Paae No. I
r.OMPRNY: (',gll1slrnm Mining N.L
,'nnJ[(l: O' Briens Mine

""1 E NUMBER' liS 2..
_. ~~" Rp.covp.ry Oesr.rlllllon Assa s

I'. "rll Tn In • FI'"t;lln To Litholo...... and Mlnllr'i'lll'illiion Structure From To Au .. It As •

I
SUMMARY lOG:

••• , (l No Cor('
, 0 6~ 5 'Ne.lltured sandstone~ 'Nith ffimot'" shAle

I
banc!s "nd occasional lhln qU':H"lz veill'>.

! b3 ~ ••• Fr;ac.luTlid s;andslonliS 'Nith ~b\\l\dal1t

! qU2lrl; ',111IIlS

••• 770 So.ndstoll1!:lo v.ri\h mine-r shales "n"
abundant thin quart:: veins.

77.0 8':>.4 ZOlle of fr2lctured samlstonu alld qua.-tz
veIns with pyrltll a.nd arsenop;'rile

( O'Snens RuO

85.4 87.5 Sandstones and shales,

DETAILED LOG

0.0 .~.O a a 0.0 2.0 No corr - HW casJnl .
, 0 125 '.0 38 2.0 6,..5 Sandstones wlth mine-I" shille t\ands, SOH, weathered and broken; -49.7 50.7 0.009 <0.01

!Z':l \~ a I., 72
Sandstones wtathllrlllJ. Haht b'"o'Wn, numerous clay bands; Jolnth" 54.1 55.1 cO.008 0.015

I~.O If·.1 O.J 27
ironstained; shales soft and dark ,ray common al 30', bO' and ~ddlnl 62.7 63.8 0.021 0.024

lb.1 18.1 I , .0
Minor qtz. veins 2-5mm., throughoul, parallel al 40'

\6.\ \'U 0 .. .0
...... idely spaced bul incn~:a.sin, in a.bundance BeA's thn;)Ulhout 40'

1\19.1 21.0 1.5 79
lowards base of unit. No sulfldP.5 In veins.

21.0 23.1 1.7 8'
Veins .. l random orlentallons from 10-80'

2.3.1 25.1 1.8 .0
CA; 4q-5~m. zone of more inlenn ve\n1na.

25.1 ~b.7 I.< 87
'With fr:t.cturcrd v.i.n~ to 20mm.

21,.7 28.0 0.7 5. 601.8 6-4.8 0.01'5 0.02J

28.0 2<1.5 I., 93 E.38 6b.Q Sandslonll. stronlly fractured ...... Uh Very broken core; all fracture b-4.8 b5.8 0.008 0.020
~

~9.5 31.1 1.5 •• abundant qtz. ~jns throughout; no surfacn i.-on ,talned; se~re.J 65.8 6b.8 0.04b 0.085

31.1 32.9 1.7 •• sulftde, In veins. bl'own clay zones

32.9 35.3 n '6
3U 3b.9 1.2 75 66.9 77.0 Sandstones and mlnol" shale beds; Ssls. Ssts. Ixcominl compelent and 73,2 7•. 2 0.04. 0.019

3&.9 39.6 1.5 5.
light gray brown, wealhered and il'on Ius weathered -fresh attu 73m. 74.2 75.2 0.095 0.010

39.b 41.1 1.4 ., stained; shain dark Iray, t>trdded and Shale beds vel'Y broken.

-4 I. 1 43.1 '.0 100
fissile; abundant thin (z-IOmm) qtz.veins BCA's 40'

., I -0.8 0.5 71
fractured, 70', 20'C,\; coane tuhedr'"al

-43.8 -4b.1 '.J 100
pyrite in all qtz. vein~ in fresher units.

-""
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COMPRNY: Goldstream Mining N L

PROJECT: O"Brlens Mine

HOl[ NUMBER' '52
Core Re-covery

From To m • From '0
161 48.4 I 8 78 77,0 85,4
'l8 4 813 32 q 100

G!.3 816 0 "816 81.9 o 2 66
fll, 'I 87,5 5.; 100

Desc rJ pUon

Litholol3Y ;,nd Min<2ri!llisalion

ZGn~ of major qlzv\,>ining in nighlY
rr-actured sandslones; (O'Briens R",,,,ll; 5stS
strongly iron stained 7 leacl\li.·d sulfides;
786-7Q.6m millty \NhiLe qtz veIn ........ jth

""bund.,nl ;.. r~H"nopyril~ D.nd pyrlle; a~p.

gIves vein a bJU!sh-gr~y color in places;
Qlz veIns In r",m;a1nd",r of unit contaln
~bundant ar-5e-nopy. and pyrite

SLructure

Sandstones sheared and very
bro.k,,,n; shl/'aring 2D'CA; m.lljor
qt2 v ... ins <'\re more comp~l... nl

From

777
78,7
79.7
80.7
81.7
82 7
83.7

To !lu "ft

7B,7 (72
79,7 9,00
BO.7 I..qq

8t.7 260
82.7 1.50
83 7 (0008
847 0,016

J\ssa s

As .~

0,2ql
2.QO

0.l68
O.4~B

1.10
0.012
0.037

;Z .05
8,1;8
1·70
1.61
2.31

85.4 87,5 Shales and sandstones; shal~s dark. gray,
ssts light gray; occlisional thin qlz. veins
with coa rSIi? euhectral ['·.. rite

END OF HOLE

Ssls fresh and compellinl;
shallis fissile and broken;
jointing at 25' and 45" CA;
SeA 25'
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Requirement for relinquishment of 50% of Exploration Licence.

For a number of reasons as detailed below, this requirement of the Mining Act would
impose an unfair and unreasonable change on the ability of this Company to carry out
its intended function to locate and exploit economically viable gold depOSits in the area
held. The reasons for the Act's requirements are understood. Nevertheless, it is our
contention that we have involved a number of other companies in the process of
exploration in the existing licence area, and each has had an opportunity to participate
in the possible exploitation of gold deposits.

The reasons for our position on this mailer are:

1. We are a Tasmanian based company which lacks development capital, yet we have
spent considerable funds of our own to endeavour to prove up a payable gold reserve
in the region.

2. One of the tenets of this approach has been the potential for a payable resource to be
based upon output from more than one site. The potential sites are quite limited to
the areas previously mined, and we have spent considerable funds proving just this
point.

3. There is a need to have a central crushing plant and recovery mill, and we believe
that ore might be located at several sites within the EL boundary. To break this up
and hand smaller portions to others is self defeating, particularly when our specific
involvement of other companies and individuals is taken into account.

4. We have also opened the region to several other gold exploration companies which
have participated in this process - ego Shell Exploration N.L., Goldstream Mining and
Exploration N.L. Mancala, to our north, obtained their EL after we relinquished this
area in 1990 as too large for our capabilities to adequately explore. In addition, we
have brought on site representatives of other Tasmanian companies such as
Aberfoyle Mines to offer possibilities for their involvement in the area. In short, we
have not adopted a monopolistic approach to our tenement. Indeed, we have also
allowed smaller prospectors such as Castles & Rundle, and Taylor et al. to prospect
independently on our Exploration Licence. Thus we have achieved what the
legislation is designed to achieve: namely we have allowed others access to the area
and we have not simply held it as part of some strategy to deny exploration rights to
other companies.

5. At the present point in time, we are about to proceed with a decline shaft at O'Briens
No. 1. This is a risky undertaking, but should it be successful we would like to know
that we have the capacity to expand the sourcing of ore to other parts of the Dan's
Rivulet region that are still held under out EL 1/92, and that this may make for an
enhanced mining operation. To parcel this area ou t now to others would be to
downgrade the potential for a viable operation and add to difficulties of what is
already a risky business in pursuing narrow quartz veins at depth.
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6. We would hope for at least a two year extension on the time frame to relinquish
further territory, by which time we would either have established a viable deposit or
concluded our exploration program with no satisfactory outcome. The alternative for
us is to release small non-contiguous parts of the EL on the periphery, which
achieves very little that we are not already achieving: any individual or other
company wishing to explore such areas is already welcome to arrange to do this in
some shared way with ourselves. In turn, we will pass on what we know about the
areas and help in any other possible way to prove a viable operation. Such
discussion is already well advanced with J. Taylor & Associates.

In view of the above points, it is requested that the Minister give approval for Cuttack
Mining and Exploration Ply Ltd to retain its entire 20 Km2 exploration licence intact
until at least May 15, 1999.
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