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SUMMARY

Goldfields Exploration became operators of EL 8/96 ‘South Henty’ after complction
of JV negotiations with Resolute Lid. in March 1998. The principal target soughl by
Goldfields is Henty Style volcanogenic gold mineralisation. In the first year of
operation a large copper-gold mineralising system centred on the Lake Newton
Prospect was confirmed from drillhole SHD16.

Work in the second year of operation involved an extensive, first pass CSAMT
survey, downhole EM, outcrop mappmmg and the completion of one diamond drillhole.

The CSAMT survey covered the entire South Henty EL on 400m spaced E-W lines.
Resulls were being processed at the time of reporting but results to hand suggest a
broad anomaly is associated with the Lake Newton Prospect.

Downhole EM of drillholes completed in 1998 and a review of the existing DHEM
data identified many offhole conductors in the Lake Newton Prospect area. Outer
Rim were completing surveys with extra loop positions to characterise the anomalies
at the time of reporting. The resulis will be documented in nexl years annual report.

One diamond drillhole, SHD19 was targeted on a conceptual model where alteration
in the Lake Newton Prospect formed the footwall feeder zone for a possible orebody
located higher in the stratigraphic sequence, close to the inferred volcanics-seawater
interface. However no alteration was intercepied at the target horizon or in the
underlying CVC volcanics. A large intrusive of suite II quartz-feldspar-hornblende
porphyry extended further down dip than anticipated but no alteration was intersected
in the CVC volcaniclastics on the castern side of the porphyry. Strong hematite
alteration in the porphyry was not anomalous in gold or basemetals. The hole was not
extended to test the downdip extension of the Lake Newton Prospect as the target was
considered oo deep to be viable for what so far appears to be a large, low grade
disseminated system.

Sincc completion of the drillhole, drilling on the Henty Mine Lease indicates that the
alieration hosting the Henty Deposits crosscuts the stratigraphy suggesting gold rich
minerahisation ¢can form below the inferred scawater interface. This suggests the Lake
Newton Prospect may yet host high grade mineralisation,

Further driltholes will be targeted on the Lake Newton Prospect, Howard’s Anomaly
and possibly the southern cxtension of the Henty-Mt Julia system in the next year.
Targets will be finalised after analysis of the geophysical data and completion of the
current Mt Julia drilling program.
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1.0 INTRODUCTION

1.1 Tenure

E.L. 8/96 “South Henty” was granted to Resolute Ltd. on the 14 of Junc 1996.
Resolute was granted the licence as the result of a tendering process in which Resolute
committed to spending $1.4M in two years. After 18 months of exploration and an
expenditurc of $1.0M, a downturn in the gold price resulted in Resolute negotiating a
joint venture with Goldfields Exploration to complete expenditure commitments and
continue exploration.

Joint Venture negotiations wete completed by March 1998 under the following terms
and conditions:

Stage 1

Goldfields will spend $1.5 million (the Stage 1 expenditure) on the Project
to earn a 60% equity Interest in the Tenement within a two year period. A
minimum of $400,000 would be spent prior to 30 Junc 1998 to fulfil work
commitments to the Mines Department.

A minimum of $500,000 (including the $400,000 above) will be spent
within 12 months of execution of a farm-in and joint venture agreement.
Prior to expending the entire Stage 1 Expenditure Goldfields will not have
earned an Interest in the Project. Goldfields may withdraw at any time after
spending the first $500,000.

Upon Goldfields having eamed its 60% equity Resolute will have the
opportunity to clect, within 30 days of notification by Goldficlds that s
60% interest has been earned, to contribute at the 40% level. If Resolute
elects to contribute the Joint Venture will be constituted and a Joint
Venture Management Committee shall be formed. Decisions by the Joint
Venture Committee will be by simple majority vote.

I Resolute elects, or is deemed to have elected, not to contribute to project

Stage 2

In addition:

cxpenditure at the 40% level Goldfields will continuc sole funding Stage 2.

During Stage 2, which will commence at the end of Stage 1, Goldfields
may sole fund to earn an additional 20% equity by expending a further
$1.5 million over a further two year period.

Once Goldfields has carned its 80% equity, Resolute may clect to
contribute proportionally to ongoing budgets or dilute as below. .

In the event of a Party defaunlting in making cash contributions that party’s
mierest will dilute at the rate of one percentage point for each $40,000
spent by the non defaulting Party. Any Party whose Interest is diluted to
below 5% will be deemed to have withdrawn from the Joint Venture and
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that Party will immediately transler its remaining Interest to the remaining

Party.

. Goldfields will be entitled to have its Intcrest registered on the titles at the
completion of Stage 1.

. The Parties will have pre-emptive rights over any dealings involving Lhe
project by any Party wishing to sell its interest.

. Goldficlds will determine and manage the budget and program for the

Project during the sole funding period. Goldfields will provide Resolute
with regular reports on the work carried out.

. Resolute warrants that at the date of signing of the Farm-in Agreement
that the tenements are in good standing.
. If a decision is taken to develop a minc on the tenement, the area

containing the proposed mine will be excised {rom the tenement and a
development JV will be negotiated.
. Goldfields will charge an overhead fee of 15% on direct costs.

The JV conditions were renegotiated during the past year with Goldfields being able to
proceed directly to 80% ownership after mccting expenditure commitments. The
renegotiated deal involved the signing of a JV deal with Resolute on tenements held by
Goldfields in the Narromine district of NSW.

The license area consists of crown land and land vested in the HEC, both land uses
coming under the mines act. The western part of the tenement is part of the Mt. Read
Recommended Area for Protection (RAP) but doesn’t preclude exploration. Any
disturbances in this area require notification and approval from both MRT and the
Department of Environment and Land Management (DELM).

The Henty Gold Mine has an easement right for a tailings dam over much of the E.L.
to the north of Lake Newton. The Goldfields-Resolute JV has the mineral rights for
the area.

The land vested in the HEC includes Lake Newton and associated pump station and
access roads, the Henty Canal and service track and the high tension power lines and
their services tracks.

1.2 Location and Access

South Henty E.L. 8/96 lies midway hctween Queenstown and Tullah on Tasmania’s
west coast (figure 1.). The EL’s northern boundary abuts the Henty Mine Lease.

The E.L. is accessible by bitumen road (Anthony Road) and a number of two wheel
and four wheel drive dirt roads. The western third of the E.L lies in the Henty Gorge
and access is by fool only. The E.L. is well gridded on 200m line spacings providing
easy foot access to most of the E.L..
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1.3 Topography and Vegetation.

Most of the prospective part of the South Henty E.L. occupies a peneplain at around
S00mRL. The western third of the E.L plunges steeply down 300m to the Henty
Gorge, which occupies the South Henty Fault lineament. The eastern margin of the
E.L. is bound by the Tyndall Ranges rising to approximately 1000m.

Much of the northern peneplain is covered by button grass and low tea-tree scrub
whilst the Henty Gorge and southern EL are covered by temperate rainforest.

The area reccives a high annual rainfall of around 3m.
2 REGIONAL GEOLOGY
2.1 Regional Stratigraphy

The South Henty E.L. is hosted in the Cambnan Mt. Read Volcanics. The M1 Read
volcanics are an arcuate belt of acid to intermediate volcanics occupying the eastern
margin of the Dundas Trough. They are bounded to the east by Precambrian basement
rocks of the Tyennan Region and younger Cambro-Ordowvician siliciclastics and appear
to interfinger with fossiliferous volcanosedimentary rocks of the Dundas Group and
Western Sedimentary Sequence to the west.

A major north south striking struclure, the Henty Fault divides the Mt Read Volcanics
into two parts, north and west of the Henty Fault and south and east of the Henty
Fault. Within the Henty Fault are rocks of the Henty Fault Sequence to the south of
Mt Murchison, and the Farrell Slates to the north mear Tullah, The Mt Read
Volcanics north and west of the Henty Fault (figure 2) host the Pb-Zn rich polymetallic
volcanogenic massive sulphide (VHMS) deposits of Rosebery, Hercules, Que River
and Hellyer while the volcanics south and east host the Henty Gold Mine, Mt Julia
Prospect and copper gold deposits of the Mt. Lyell Field.

The Mt. Read Volcanics south and east of the Henty fault are divided into four
lithological groups (Corbett 1992),

1) Central Volcanic Complex (CVC) consisting of mainly rhyolitic to andesttic
volcanics with minor sediments and mafic units.

2y Eastern Quartz Phyric Scquence of quartz porphyritic lavas and
volcaniclastics.

3) Tyndall Group comprising mainly quarlz-phyric felsic and intcrmediate
extrusives and volcaniclastics with interbedded cpiclastics.

3) Western Sequence of volcanosedimentary siltstones, shales, quartzose and
volcaniclastic turbidites and felsic porphyry intrusives.

The oldest rocks belong to the CVC and Western sequence. The CVC is thought to
underly and partially mterfinger with the Western sequence to the west, and the
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Eastern Quartz Phyric Sequence to the east. Recent investigations on the South Henty
E.L. suggest the CVC overlies the Western sequence. The Tyndall Group overlies the
CVC both conformably and unconformably.

Overlying the Mt Read Volcanics are the Cambro Ordovician siliciclastics of the Owen
Conglomerate which have an unconformable to interdigitating relationship.

2.2 Regional Structure

The NNE trending, 70° west dipping Henty Fault dominates the Mt Read Volcanic
Belt for at lcast 60km. The Henty Fault divides into the North and South Henty Faults
near Mt. Read. The Great Lyell Fault splays off the Henty Fault somewhere in the
vicinity of Mt. Murchison and trends in a southerly direction to the south of Mt Lyell.
Both of these structures bound the western margin of thick sequences of Owen
Conglomerate.

The Cambrian and younger (1o early Middle Devonian) rocks in western Tasmania
have been effected by widespread Devonian folding of the Tabberabberan Orogeny.
The Tabberraberan Orogeny was a multiphase deformation event, with an early phase
of NNW folding (D, ) and a later NW 10 WNW (D,) trend recognised in the region
(Williams, 1989). This has produced opcn upright folding in competent siliciclastic
units but tight folding in phyllosilicate rich volcanics. Reverse faulting is common and
the rocks have developed a pervasive regional foliation. Metamorphism was of
prchnite-pumpellyite (o lower greenschist facies.

2.3 Tectonic History

Basement rocks of western and central Tasmania comprise Late Proterozoic sediments
multiply deformed in the Late Proterozoic Penguin Orogeny. A following rift phase
deposited continental shelf scquences followed by extensive tholeiitic volcanism
{Crawford & Berry 1992). Eastern Australia’s passive margin collided with an oceanic
arc thrusting slices of ultramafic to mafic forearc sequences over most of western
Tasmania (Crawford & Berry 1992).

Middle Middle Cambrian extensional tectonism associated with the Delamerian
Orogeny resulted in rapid deposition of sediments and calc-alkaline volcanics (M.
Read Volcanics), particularly along the eastern margin of the newly formed Dundas
Trough (Berry 1994). Late reactivation of extensional faults as reverse faults formed
open north trending folds and the uplift and erosion of the Tyennan Block forming the
Owen Conglomerate (Berry 1994),

Continued sag phase sedimentation continued to the Middle Devonian with the
exception of a hiatas in deposition during the Silurian (Berry 1994).

Deposition ceased in the middle Devonian with the onset of the Tabberrabberan
Orogeny. In western Tasmania north trending Cambrian folds were tightened with a
NNW suiking cleavage. Locally developed WNW trending folding and cleavage is
associated with NNE trending compression. Late to post orogenic granitoids intruded
the West Coast region with associated mineralisation (eg Renison Bell).

i3

y
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3.0 PREVIOUS EXPLORATION

Good summaries of previous exploration are available in Lewis (1995b), Quayle
(1995), Fitzgerald (1987), and Donaldson (1993).

The South Henty EL. has been prospected since late last century to the present.  Only
minor workings are evident from very early exploration. Small pits and minor shafts
are located on minor disseminated and vein sulphides, and barite outcrops at
Howard’s Anomaly, Tyndall Creek and near the southern wall of the Henty Mine
tailings dam. The Tyndall Mine appears to be located on the Henty Horizon and
consists of several costeans, adits and shafts, apparently on quartz-galena veins
(Donaldson, 1993).

Pickands Mather explored the region in Lhe late 50’s/early 6(0’s. Reporting from this
cra is almost non existent, but apparently they uscd EM, mapping and soil and rock
chip sampling and located the Howard’s Anomaly gossan associated with the barite-
base metal veins located in Tyndall Creek (MacDonald, 1996).

Goldfields Exploration {(formerly Mt Lyell Mining and Railway Co.) explored much of
the district as EL 9/66 between 1966 and 1984. EL 9/66 covered a vast area [rom just
south of Mt Darwin to Mt Read. Their intention was to find Rosebery style zin¢-rich
volcanic hosted massive sulphide or Mt Lycll stylc Cu-Au mincralisation.
Reconnaissance exploration involving griding, soil sampling, and IP surveys resulted in
the drilling of HA1/2, HA3 and HA4 on coincident IP/soil geochemical anomalies
between 1966 and 1979.

HAA4 intersected significant silver mineralisation associated with barite-haematite and
calcite. This intersection became the {ocus of Howard’s Anomaly work which
included further IP and soil surveys and the drilling of HAS at Howard’s Anomaly and
HAG®6 further north.

A review of the large EL in 1983 (Purvis, Fitzgerald and Komyshan, 1983) delineated
both the silver-barite-haemaltite zone and a sulphide zone at the confluence of Tyndall
Creek and Newton Creek (now Lake Newton) identified from 1P surveys and
anomalous soil geochemistry. HA7 and HAS8 were drilled into this zone, both
mtersecting strong sericite-silica-pyrite-carbonate alteration with HAS intersecting
232m @ 0.2% Zn including 15m @ 0.1 g/t Au. Goldfields were required to relinquish
the ground in 19&5 after completing eight drillholes.

The current EL was split into two halves in 1985 after a tendering process. East of
380 (00mE (AMG) was granted to CRAE (EL 5/85 “Lake Margaret”) while the
western half was granted to Arimco/EZ (EL11/85 *“Yolande River™). Exploration on
the EL’s was initiated in the late 1980’s. CRAE conducted A-horizon soil sampling on
400m spacings and complete UTEM coverage before signing a joint venture agreement
with Aberfoyle in 1989,

Pasminco Exploration took control of the Arimco/EZ JV in 1990 and carried out
systematic C-horizon soil sampling, mapping, rock sampling, helimag and blanket
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UTEM east of the Henty River. After recognition of the Spillway Horizon
stratigraphic sequence, a systematic drilling program ensued from 1992 to 1995, A
total of 4412.7m was drilled in 16 diamond drillholes. Drilltholes YNC3 to 15 were
stratigraphic holes designed to test the spillway horizon massflows hosting massive
sulphide clasts outcropping in the Lake Newlon Spillway (Poltock and Fitzgerald,
1991: Poltock, 1992: Quayle, 1993: Quayle, 1994: Quaylc, 1995). YNCI16 was drilled
into the Henty Horizon based on a stratigraphic model of the Henty deposit. YNCI,2
and 3 were targeted on anomalous soil/rock geochemistry near the Henty Gorge.

Aberfoyle continued exploration on EL 5/85 with further 200m spaced soil sampling,
helimagnetics and lithogeochemistry, petrology and isotope geochemistry (Richardson,
1991: Sharpe, 1993). Five short holes (TC1-5) were dnlled under the Tyndall Creck
barite-sulphide outcrop with some high grade intersections (2.1m @ 5% Pb and 7%
Zn) (Lewis, 1994). Four deep diamond drillholes (NC1-4) were drilled in the last two
years of the licence life. Although not stated, the target is assumed to have been the
intersection of the base of the Tyndall Group with the Great Lyell Fault (Lewis 1995a
and Lewis 1995b). DHEM and sidc grind geochemistry was completed on all four
holes.

Both EL 11/85 and EL 5/85 expired in 1995. After a fiercely competitive tendering
process, the two EL’s were combined and granted to Resoluie Ltd. in June 1996 to
form the current EL. 8/96 “South Henty™.

After thorough collation and analysis of the available data (Herrmann and MacDonald,
1996) the Spillway Horizon and the Henty-Comstock horizon were identificd as
favourable target horizons for VHMS-volcanogenic gold mineralisation as well as
other minor structurally controlled gold targets near Tyndall Creek, the Newton Dam
Access Road and the Henty Canal

Resolute completed localised, detailed infill C-Horizon soil sampling (wacker samples)
and IP surveys on the Henty canal, Tyndall Creck and Access Road Prospects.

A total of 4984.5m of drilling from 14 diamond drillholes was completed by Resolute
up to September 1997 (MacDonald, 1997). Most of the work concentrated on the
Lake Newton Prospect magnetic anomaly, centred on and below the Henty Comstock
Horizon including drillholes SHD1, 10, 11, 13 and 14. No mineralisation was
identified on the Henty Horizon, but a significant zone of anomalous alteration was
intersected in the underlying CVC in SHD1 (94m @ 0.2% Zn, 0.13% Pb and 0.04g/t
Au). This alteration zone is an extension of the zone identified in HA7 and HAS by
Goldficlds Exploration in the 198()'s. '

Two drillholes were targeted on the Spillway Horizon, SHD2 and SHD 12 with another
two SHD8 and SHD9 intersecting the horizon although based on a different model
(Access Road alteration, structurally controlled Au mineralisation). The last two holes
were drilled on TP and Soil geochemical anomalies. Little indication of the source of
the massive sulphides was indicated but a significant alteration zone was intersected in
SHD2 with a best result of 0.5m @ 0.13% Cu, 11.7% Pb, 18.2% Zn, 3.42 g/t Au and
220 g/t Ag. SHDS also intersected anomalous Au mineralisation (3m @ 0.8 g/t Au) in



similar pumicc breccias as the alteration intersected in SHD2. It 1s now apparent that
all the alteration is related to the one system as discussed below.

Drilthole SHD6 was designed to test outcropping alteration and coincident IP soil
anomalies near the Henty Canal after infill surveys by Resolute Ltd. The Lower
Tyndall group including the Henty Horizon was intersected with some Henty style
albite-silica alteration being intersected. No significant assays were returned. A black
siltstonc explains the IP response but the geochemical anomaly remains unresolved.

Four short holcs were drilled on the interpreted Tyndall Creek Fault after griding and
soil and TP surveys identified several significant anomalics. Minor pyrite veining was
intersected in SHD4, SHDS and SHD7 bul only low level Au and basemetal values
were returned.

Resolute Ltd. signed a JV partnership with Goldfields Exploration with Goldfields as
managers of the partnership in March 1998, Exploration recommenced immediately.

Goldfields first year of operating the South Henty EL involved:

Orientation mapping of EL&/96.

Rock Chip Sampling.

Diamond drilling, four holes, SHD15, SHD16, SHD17, SHD18 for 2426.4m.
Downhole EM, SHD15, SHD16 and SHDI18.

Lithogeochemistry.

Goldfield’s work identificd a large alteration zone anomalous in copper and gold at the
Lake Newton Prospect in drilthole SHD16 with best results of :

615-736, 121m @ 0.2 g/t Au
770.8-791.8, 21m @ 0.4 g/t Au.

These alleration zones mnclude best intersections of ;

654.3-672.6, 18.3m @ 0.4 g/t Au.
683.8-694.0, 10.2m @ 0.4 g/t Au.
622.2-626.2, 4.0m @ 0.5 g/t Au.
771.8-775.8, 4.0m @ 1.4 g/t Au.

Best Cu assays include:

667.3-672.6, 5.3m @ 1.9% Cu.
719.5-721.5, 2.0m @ 1.3% Cu.

It 1s apparent that the alleration drilled in the previous Mt Lyell, Pasminco, Aberfoyle
and Resolute programs is all related to a single, zoned hydrothermal system and not
several unrelated horizons as previously thought. The Lake Newton Prospect consists
of a high grade Cu-Au anomalous core of dominantly silica-sericite-pyritc alteration
surrounded by an extensive halo of blebby carbonate and carbonate-sericite alteration
with anomalous Pb-Zn values averaging 0.2%. It is probable that the alteration system
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1s related to a regional copper gold mineralising event including the Henty Gold Mine
and Mount Lyell ficld and has the potential to host similar deposits.

4.0 LOCAL GEOLOGY

4.1 Stratigraphy

The stratigraphy of the South Henty lease has been well documented by Resolute
geologists (Herrmann and MacDonald, 1996) with the help of Lithogeochemistry,
detailed mapping and graphical logging. Goldfield’s work to date has not altered the
stratigraphy to any great degree and is summarised below. Goldfields stratigraphic

codes are included.

Tyndall Group Zig Zag Hill Fm
Mt Julia Member

Lynchford Member

CVC (Suite IT) Suite IT Porphyry

Anthony Road Andesite
CVC (Suite T)

Newton Creek Dacites

Spillway Breccia

Spillway Basalt

Yolande River Sequence Footwall pumice breccia

4.2 Structure

Post-cruptive rhyolitic, volcanolithic
conglomerate and guz-crystal rich sandstone,
Ctc

Syn-eruptive gtz-feld crystal rich sandstone. Cit
Massive ylz-phytic rhyolitic favas, breccias and
intrusions. Ctl

Syn-eruptive feld crystal rich volcaniclastic
sandstone, Cul

Massive carbonate and marly sediments. Ccarb
Dacitic volcaniclastic sediments. Cridd
Howard's Basall. Fine grained basaltic andesite
dykes, lavas and lithic breccias. Ch

Qtz-feld-hl porphyry. Intrusive, fractionated.
Cp

Feld-hbl phyric andesite and breccia , extrusive
and intrusive. Ca

Dacitic o andesitic volcaniclastic sediments. Cev
Dacilic, feld phyric to aphyric lavas, breccias and
intrusions. Ccvl

Dacitic volcaniclastic pumice breccias. Cev
Coarse polymict and dacitic massflows with some
sulphide clasts. Ccvag

Massive to stratified monomictic “fire fountain’
basalt breccia. Cb

Massive feld-phyric pumice breccia. Cymf
Vitric siltstones and sandstones. Cys

Two major faults control the geology of the South Henty Lease, the South Henty Fault
to the west and the Great Lyell Fault to the east. The South Henty Fault is a steeply
west dipping (60-90") major regional structure extending for approximately 70km of
strike length dividing the geology of the Mt Read Volcanics into distinct terrains. 1t
forms the western boundary of the Yolande River Sequence, CVC and Tyndall Group
rocks on the South Henty Lease and Henty Mine Lease. The Great Lyell Faull is a
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large west dipping reverse fault with several hundred metres of displacement. The
rocks of exploration interest lie between these two structures.

Bedding consistently faces east and is steeply east dipping to overturned west dipping
on most of the EL.. Bedding generally trends north, north-westerly and is truncated at
low angles by the South Henty Fault. A tight, shallow north plunging syncline is
located near the Great Lyell Fault in the south east of the lease and may be a southern
extension of the Mt Julia syncline. The major regional S; foliation overprints most
rocks and has a north weslerly strike and steep southwest dip.

A prominent displacement/flexure in the stratigraphy is evident in the middle of the
lcase. This structurc is strongly controlled by the morphology of both the Mt Julia
Rhyolite and the Suite IT porphyry, several late east-west faults and possibly the
surface expression of some syn-intrusive/growth faults. The syn intrusive/growth
faults are evident on sectional interpretations (figures 3 & 4) as shallowly west dipping
structures displacing the lower stratigraphic units and intrusives but to a lesser extent
the overlying Tyndall Group. These structures seem o occur around intrusive
margins. Although they are difficult to pinpoint accurately, they are charactcrised by
stratigraphic variations including rapid local thickening of the basal Lynchford Member
volcaniclastics, increased thickness and number of basaltic andesite flows, dacite
domes and rhyolite domes.

Extensive ductile deformation has focused on the Howard's basalt horizon, particularly
in the southeast comer of the lease in the Howard’s Anomaly area. The localised
deformation has resulted in a strongly developed foliation and down dip stretching
lineation in the softer basaltic breccias grading into brittle faulting and kinking of the
earlier foliation. The lault represents the extended limb and hinge of a series of NNW
trending asymmctric folds located in the SE corner of the EL and extending onto the
Anthony EL. These structures mark the change from dominantly east facing-steeply
dipping bedding strongly influenced by the Henty Fault in the west to flatter lying
strata, disrupted by N to NNW trending open to tight folds and associated faulted
limbs with wavelengths ol approximately 200m in the east.

Many minor, late, east-west trending brittle faults with displacements of less than ten
metres disrupt the stratigraphy.

5.0 WORK COMPLETED
In the period June 1998 1o May 1998 the following work was completed:

Mapping of the southern part of EL8/96 and minor reinterpretation of the northern
sheel.

Rock Chip Sampling and lithogeochemistry.

Diamond drilling, one hole SHD19 for 750.4m,

Downhole electro-magnetics.

CSAMT survey.

Compilation of previous IP data.

Sulphur Isotope Study

Alteration Geochemistry Study
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Figure 3‘_ Section 5358900. SHD1, SHD2 and SHD14 schematic alteration and geology.
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5.1 Mapping

The updated map sheet for the northern part of EL8/96 and the newly compiled
southern sheet are located in Enclosure 1. The interpretive map was compiled from
outcrop mapping, sectional interpretations, aecromagnetic and IP interpretation and
lithogeochemistry.

5.2 Rock Chip sampling and Lithogeochemistry.

Eight rockchip samples were taken during the period. These were submitted to
Analabs for lithogeochemical analysis. Elements analysed include Ti, Zr, V, P by XRF,
Cu, Pb, Zn, Ag and As by AAS and Au by fire assay. Results and sample locations are
listed in Appendix 1.

Several samples of the Howard’s basalt from SHD19 were submitted and analysed for
Ti, Zr, V and P by XRF to aid identification of these units. Results are listed with the
SHD19 data located in Appendix 2.

Lithogeochemical sampling of the South Henty EL was initiated by Aberfoyle and
Pasminco but was first comprehensively analysed by Resolute Ltd. Geologists
(Herrmann and MacDonald, 1996). They used geochemistry and petrology to
characterise the stratigraphy of the EL. The entire database has been compiled into
Goldfields’ database along with selected samples analysed from rockchips and drillcore
obtained during the past year. A discussion of lithogeochemical groups by Mike
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Figure 4. SHD2, SHD16, SHD19, Schematic alteration and geology.
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Vicary 1s included in last years annual report, Appendix 4 and 5 (Callaghan, 1998). It
was concluded that the immobile elements Ti, Zr and P205 were excellent
discriminators of volcanic suites.

5.3 Diamond Drilling.

One diamond drilthole, SHD19 was completed during the period for a total of
750.4m. A hole location plan is displayed in Enclosure 3.

Drill logs, collar, survey and assay data for the hole are listed in Appendix 2. Selected
half drillcore was submutted to Analabs, Burnie for analysis. Elements analysed include
Au by fire assay Ag, Cu, Pb, Zn, Bi and As by AAS and P, Ti, V and Zr by XRF. A
cross section for the drilthole is shown in figure 4 and Enclosure 2.

SHD19

The current interpretation for the Lake Newton Prospect is documented in the 1998
Annual Report (Callaghan, 1998) and is briefly summarised here. The Lake Newton
Prospect is part of a large, zoned, epigenetic Cu-Au hydrothermal system, the centre
of which appears to be closc to SHD16 in the Lake Newton Prospect.

The prospect has many similarities with the Western Tharsis deposit of the Mt Lyell
Ficld. The entire alteration zone extends over a strike length of at least 2kms, varies
between 30m 1o over 200m in width and is open al depth. The alteration zonation
from the outer halo moving inwards is:

Fe-Mn carbonate-chlorite halo
carbonate-sericitet sphaleritetgalenatbarite
sericite-pyrite-carbonate
sericite-silica-pyritetchalcopyritetgold

The only hole intersecting significant copper-gold mineralisation is SHID 16, most of
the other holes intersected the low grade {<0.2% Zn) basemetal-carbonate-sericite
halo. The copper gold zone 1s closed off to the north by SHD17 and updip by the
Suite I quartz-feldspar-hornblende porphyry but remains open downdip, to the south
and for a mited extent to the north,

Diamond drilthole SHD19 was designed to test a conceptual model where the SHD16
intersection represents deeper, upwelling Cu-Au brines. It was hoped the
hydrothermal fluid reached higher stratigraphic levels and a potential seafloor position
at the CVC-Tyndall Group boundary (Henty position) up stratigraphy from SHD16
section and deposited economic mineralisation. The Suite II porphyry has been
demonstrated to pinch out at depth on section 5358900N (figure 4) which may have
allowed the upwelling hydrothermal fluids o reach the potential seafloor position
further to the north in the SHD16 vicinity.

However SHD19 intersected a thick intrusion of Suite II porphyry before entering
unaltered CVC pumice breccias. No significant alteration or mineralisation was
encountered at the CVC-Tyndall Group boundary, Suite IT porphyry or the underlying
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pumice breccias. Obviously the hydrothermal system did not approach the seafloor
position in this area. The porphyry had patchy, intense hematite and carbonate
alteration but was not anomalous in Au or basemetals.

Although it is very likely the alteration extends downdip from SHD16, it was not
considered worthwhile extending SHD19 to 1000m to test low grade, disseminated
mineralisation 700m below surface.

Further holes will be targeted on the Cu-Au core of the Lake Newton Prospect during
the next year after the CSAMT and DHEM data has been reviewed.

5.4 CSAMT Survey

The simlarities of the Lake Newton Prospect with the Western Tharsis deposit on the
Mt Lyell Field were documented in the 1998 South Henty Annual Report (Callaghan,
1998) and briefly summarised in section 5.3. Copper Mines of Tasmania (CMT), the
previous operators of the Mt Lyell Mine had some success with CSAMT in defining
high grade copper (and gold) zones within the extensive barren pyrite halos of the Mt
Lyell field, particularly the deep, Western Tharsis deposit. After discussions with
CMT and group geophysicists Chris Dauth and Steve Mudge, it was decided to
conduct a CSAMT survey over the entire South Henty grid on 400m spaced lines.

Zonge were contracted to conduct the survey which was completed in March 1999,
Mike Asien, a consultant working for Flagstall GeoConsultants has been employed to
process and analyse the data. The survey completes the coverage at 400m spaced lines
of the South Henty, Anthony and Basin Lake EL’s, the last two EL’s previously
surveyed by Billiton during the 1980°s.

Good geological control is provided by drill intersections over some lines on the South
Henty EL, particularly over the SHID 16 intersection which should provide good insight
into the resolution of the technique. In addition an orientation line was completed on
the Henty Mine Lease over the Mt Julia Deposit to sce if it could be detected with
CSAMT at 600m depth.

Details of the proposed survey including lines and transmitter position are reported in a
technical note by Chris Dauth in Appendix 3. The survey recommended approximatcly
24 line km on 14 E-W lines of 400m spacings. Recommended station and receiver
dipole spacings were 50m and a transmitter of 1.8km length, oricnted E-W on
5350600mN extending from 379100mE to 38090)mE was designed. The results for
the survey were being processed at the time of writing and will be included in next
years annual report.

5.5 DHEM Surveys

Downhole electromagnetic surveys of three diamond driliholes holes, SHD15, SHD16
and SHD18 were completed during the year. Details of the surveys and results arc
reported in a technical note by Chris Dauth and are located in Appendix 4a. All
previous South Henty DHEM surveys have been compiled by Chris Dauth and are



included in Appendix 4b. A preliminary report on the new and existing data by
consultant Geophysicist Dr. Mike Asten is included in Appendix 4¢.

5.5.1 South Henty DHEM Data Compilation.

The South Henty DHEM data compilation was completed by Chris Dauth to assist the
transfer of Goldfields Exploration Tasmania geophysical projects to out sourced
consultants as a result of staff relocations during the RGC/Goldfields Exploration split.

The data compilation is documented in a Technical Note by Chris Dauth dated 14
January, 1999 and is included as Appendix 4b o this reporl.

5.5.2 DHEM Surveys.

DHEM surveys were completed on diamond driltholes SHD 15, SHD 16 and SHD 18
during May 1998. Dctails and results of the survey are docurnented in Appendix 4a.
A preliminary investigation of the data was made by Chris Dauth before passing the
information on to Mikc Asten for further analysis. A first pass study of the new and
existing data has been made by Mike Asten, the report from which is contained in
Appendix 4¢. A brief summary of the report and its recommendations are included
here.

SHD?2

Re-analysis of the DHEM survey of SHD2 completed by Resolute Ltd defincs a
conductor coincident with the Lake Newton Alteration Zone at 230m depth and a
further conductor identified below the hole at 600m depth. It is likely the off hole
conductor is related to the stronger alieration intersected in SHD16 (see figure 4 for
section). It was recommended that the hole be resurveyed with an additional loop
(Loop 9) to characterise the anomaly. This was being followed up at the time of
writing and the results will be included in next years annual report. The additional
survey may help target higher grade Cu- Au mineralisation within the Lake Newton
Prospect.

SHD16

An off hole conductor is suggested at the bottom of the survey. This anomaly is more
or less coincident with the anomaly detected in the SHD?Z hole. The SHD16 survey
did not extend to the bottom of the hole (due to shallowing inclination of the hole). It
is likely the survey is picking up an EM anomaly associated with the Cu-Au sulphide
muneralisation of the Lake Newton prospect located at the bottom of the hole,

SHD12

Reinterpretation of the DHEM survey completed by Resolute Ltd. in 1996-97
identified a possible west dipping ofthole conductor at the base of this hole. 1t has
been recommended that the hole be resurveyed with an additional loop placed further
to the east (Loopl0Q). Although this hole did not intersect any alteration or
mineralisation, the Lake Newton Prospect is located just northeast of the hole and is
possibly stoped out by the large intrusion of Suite IT porphyry intersected in this hole.
The extra DHEM survey may help targel an additional hole in this area. The survey 1s
being conducted at the time of reporting.
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SHD18
No anomalies detected.

SHD1

A weak conductor was identified below and east of the SHD1 hole. This hole
intersected the outer carbonate-base metal halo of the Lake Newton Prospect. But this
was not detected in the DHEM survey. Drillhole SHD13 was drilled below SHD1. It
intersected no alteration zone but some black shales were present which may be
responsible for the weak ofthole anomaly in that position. The hole is being resurveyed
with a different loop configuration to try and detect the Lake Newton Prospect
alteration. Preliminary results suggest an off hole conductor is present off the end of
the hole. The hole intersected the outer Pb-Zn-carbonate halo of the Lake Newton
Prospect and the survey may well be seeing the stronger alteration in the Cu-Au
mineralised core. The results will be included in next ycars report when the survey is
complcted.

SHD1Y

At the time of writing, SHD19 was being surveyed by Outer Rim. Resulis to hand
indicate no conductors are present in the vicimity of the hole. The final report will be
included in the next annual report.

5.6 1P Compilation

Scveral IP surveys have been completed over the South Henty EL and adjoining EL’s
over Lhe last 30 years. During the past year, Goldfields personnel and contractors have
compiled and imaged the existing [P surveys available from previous reports. Digital
data for the IP survey conducted by Resolute Ltd. has not yct been obtained for this
compilation.

The northing and casting coordinates of the data points were digitised and the
resistivity and chargability averaged for each survey. Each survey was then normalised
to a common average so that the resistivity and chargability for each point was in a
common range and the surveys could be stitched together. The imaged resistivity and
chargability compilations are located in Enclosure 4.

5.7 Sulphur Isotope Study.

A hmited sulphur isotope study of the Lake Newton Prospect and Mt Julia Deposit
was conducted during the past year. A detailed report on the study is included in
Appendix 5. A distinct zonation of 8*'S within the Lake Newton Prospect was
obvious with the Cu-Au mineralised core having lighter 'S than the surrounding Pb-
Zn anomalous halo. This supports the other evidence (geochemical and alteration
zonation, geophysical anomalies etc.) suggesting the SHD16 intersection represents a
proximal part of a large Cambrian hydrothermal system. Although demonstrating
good zonation, the technique is of more academic interest than of direct use to
exploration for this particular deposit as the zonation is more readily defined by
basemetal geochemistry and alteration mapping. A follow up study is being conducted
hy Mathew street who is completing a B.Sc. Honours degree on the prospect. The

[



sulphur isotopes suggest the deposit may have formed through the mixing of up
welling magmatic fluids or evolved seawater with subsurface reduced Cambrian
scawatcr. Thesc hypotheses are discussed further in Appendix 5.

5.8 Alteration Geochemistry.

A reconnaissance geochemical study of the alteration zonation at the Lake Newton
Prospect was completed during the past year. The study included trace element
abundances in pyrite, trace element abundances in carbonate and F content in sericite.
Details and results of the study are included in Appendix 6.

The results confirm that the alteration intersected in SHD16 has intersected a
potentially more prospective part of the alteration system. The results of this
preliminary study will be examined in more detail as a BSc (Hons) project of the Lake
Newton Prospect by Mathew Street.

6 DISCUSSION
The Scuth Henty EL hosts three significant prospects:

* The southern extension of the Henty-Mt Julia altcration zone (Au only).
o The Lake Newton Prospect (Cu-Au) (including Howard’s Anomaly).
e The Spillway Horizon (polymetallic massive sulphide).

Each requires a different exploration strategy. A map of prospect locations is provided
in Enclosure 3.

Southern Extension of the Henty-Mt Julia Alteration Zone.

Diamond drilling to the south of the Mt Julia resource commenced in July 1998. Up to
the time of writing the alteration zonc hosting the gold deposits of the Henty Minc (A-
Zone) has been demonstrated to continue to within 500m of the Mine Lease Boundary
(Enclosure 3). Drilling to the Mine lease boundary was proceeding at the time of
writing.

Recent drilling demonstrates that A-Zone is not stratabound but crosscuts the
stratigraphy. In the north of the Mt Julia resource it is hosted 1n dacitic hyaloclastites
and volcaniclastics just below the distinctive feldspar crystal-lithic volcaniclastic
sandstones of the Lynchford Member. In the southern Mine Lease it is hosted in
dacitic volcanics of the CVC Newton Creek dacites, 200m lower in the stratigraphy.
Several basaltic andesite flows and intrusives of dacite and Suite I porphyry are
located in the overlying stratigraphy. The alteration still appears to be strongly
controlled by the South Henty Fault.

The southernmost drillhole, MJ023 intersecied a large sericite-pyrite alteration zonc
with below detection Au values. The intersection is much broader and is offset to the
east 100m from the northerly trend of A-Zone. Marked facies changes in the CVC
stratigraphy are also apparent suggesting a synvolcanic discontinuity, probably a
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Cambrian fault located somewhere belween this intersection and the MJ022
intersection Lo the north.

Two more parent holes have been collared at the time of wriling, one to test the updip
extension of the MJ023 intersection, the other to test the southern continuity of A-
Zone at depth to the EL boundary. The results of these will strongly influence any
exploration program designed to test the southern extension of A-Zone onto the South
Henty EL.

Depending on the results of the two current mine lease driltholes (MJ024 and MJ025),
a deep diamond drillhole of approximately 1200m length is recommended from the
YNC16 collar sitc. This hole will test for possible extensions to A-Zone and may
possibly test the intersection of the sulphide clast bearing Spillway Horizon massflows
with the South Henty Fault. If this hole is successful, Goldfield’s will need to apply for
a retention licence on the South Henty EL to provide time for resource delineation
prior Lo application for a Mining Lease.

Lake Newton Prospect

The previous years exploration (1997-98) concluded that most of the low grade Pb-Zn
mineralisation associated with carbonate and carbonate-sericite alteration was the
outer halo of a large Cu-Au hydrothermal system, the centre of which appears to be
close to SHD16 in the Lake Newton Prospect.

The alteration systemn is a well zoned, epigenetic, low grade (so far), disseminated
copper gold system of considerable size that has many similarities with the Mt Lyell
and Henty-M1 Julia copper gold deposits of the district. The entire alteration zone
extends over a strike length of at least 2kms, varies between 30m to over 200m in
width and is open at depth. The alteration is well zoned {rom the outer halo moving
mwards in the (ollowing order:

Fe-Mn carbonate-chlorite halo
carbonate-sericitet sphaleritetgalenatbarite
sericite-pyrite-carbonate
scricite-silica-pyriterchalcopyritexgold

The only hole intersecting significant copper-gold mineralisation is SHD16, most of
the other holes intersected the low grade (<0.2% Zn) basemetal-carbonate-sericite
halo. The copper gold zone is closed off to the north by SHD17 and updip by the
Suite I1 quartz-feldspar-hornblende porphyry but remains open downdip, to the south
and for a limited extent to the north.

The alteration is dominantly hosted in the polymict to dacitic massflows of the
Spillway Horizon and overlying massive dacitic pumice breecias of the CVC, but also
overprints the Spillway Basalt and extends down into the underlying Yolande River
Sequence rhyolitic pumice breccias and vitric siltstones. The alteration partially
overprints the boundary of the Suite I1 porphyry implying a syn to post porphyry
timing of the hydrothermal event. Because the Suite 1T porphyry has peperitic contacts
with the overlying Lynchford Member (as seen in SHD17), it would appear that the
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porphyry and therefore the alteration postdate the carbonates of the Henty-Comstock
Horizon. This has been verified by the Mt Julia drilling program (MJ(22) where the
Suite 1I porphyry has intruded dacitic hyaloclastites overlying exhalative carbonates.

Although the mineralisation is diffuse and low grade, the Cu-Au rich hydrothermal
fluids identified in SHD16 are capable of forming economic deposits if the right
physical and/or chemical conditions existed.

The CVC-Lynchford member boundary or Henty-Comstock Horizon has been
extensively tested on the South Henty EL with no alteration intersected above the
CVC pumice breccias with the exception of Howard’s Anomaly. Recent drilling on
the Henty Mine Lease has demonstrated that A-Zone is not stratabound at this horizon
but does crosscut the stratigraphy and is hosted in the CVC Newton Creek dacites.
The stratigraphic position of the Lake Newton Prospect and the southern extension of
A-Zone is similar with the exception of a distinctive facics change {rom proximal
dacitic volcanics in the north to massive, graded pumice breccias in the south.

All the geochemical and geophysical evidence to hand suggests the SHD16
intersection is the most proximal drllhole to the hydrothermal source in the lake
Newton Prospect. It is possible that the SHD16 intcrscction lies on the periphery of
higher grade disseminated mineralisation within the CVC. This style of mincralisation
is likely to be of Mt Lycll type although the Cu/Au ratio of the system appears (o be
more similar to Mt Julia than Mt Lyell. Further holes around SHD16 would he
required to help vector in to any higher grade vones. A target of this style, 300m
below surface would have to be of a large sizc and/or exceptional grade to be
economically viable. The Henty, Mt Julia and some of the Mt Lyell deposits clearly
indicate the potential of the region.

Three diamond drillholes testing the Cu-Au core of the Lake Newton Prospect and one
further south testing below Howard’s Anomaly are recommended. Drill targets will be
finalised after analysis of the results of the CSAMT and DHEM surveys.

The magnetic low targeted by Resolute lies just to the south of the SHD16 intcrsection
and still remains largely untested at depth. Offhole conductors are present in all
drillholes surveyed n this region. A deep drillhole collared on Jasper Point { HA7
collar) is recommended to test the southern extension of this zone and provide more
information on the sysiem.

A hole collared from the SHD16 site and drilled due west AMG would provide
another intersection 200m north of the Cu-Au core and test the preliminary CSAMT
anomaly associated with the alteration zone on line 5359400N.

The SHD14 hole drilled by Resolute Ltd. was left uncased with PVC to allow later
extension of the hole. This hole was stopped in the Suite 11 quartz-feldspar-hornblende
phyric porphyry at 616m, about 100-200m short of the interpreted western boundary
of the mtrusive (Figure 3). The porphyry was altered with minor silica-pyrite-albite
with a best assay of 2Zm @ 0.48g/t Au. An ofthole conductor in SHD2 is located m the
vicinity of this hole. It is recommended the hole be extended 300m to test the Lake
Newton Prospect in the underlying dacitic pumice breccias.
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Howard’s Anomaly stands out on IP and soil geochemical surveys as being highly
anomalous. Several drillholes have been targeted on IP anomalies and the Lynchford
Member-CVC contact. However no drillholes test the underlying CVC which hosts
both the Lake Newion Prospect and the southern extension of A-Zone. The Anthony
Road Andesitc and Suitc I porphyries pinch out at depth to the north and under Lake
Newton. It is possible they do the same under Howard’s Anomaly, opening up a
broad area of prospective ground below the shallow HA1 and 2 holes. Tt is
recommended the CSAMT survey be reviewed and if anomalies exist, a deep hole
should be collared from the NC1 dnll pad.

Spillway Horizon Maxssive Sulphides

The stratigraphic sequence and volcanic factes hosting the Spillway Horizon Breccia
and sulphide clasts is well understood largely due to the drilling program conducted by
Pasminco in the early 1990s, The source of the massive sulphide clasts is yet to be
identified.

Exploration for the massive sulphide source within the South Henty EL must
concentrate on two areas, the largely unexplored south western corner of the lease and
the Spillway Breccia-South Henty fault contact in the north.

The southwestern corner of the lease requires grass roots exploration involving
following the prospective horizon and trying to identify favourable structures and
anomalous alteration. Three 400m spaced CSAMT lincs have been completed over
this horizon. Tt is recommended the three new lines cut in the southwestern corner of
the lease be followed up with 25m spaced C-horizon soil samples. The samples should
be assayed for Au, Cu, Pb, Zn and As as well as Ti, Zr, V and P by XRF to aid
lithogeochemsiry and mapping of the EL.

The Spillway Horizon has been extensively tested in the north of the EL. The only
untested target to the north is the intersection of the Spillway Breccia with the Henty
Fault (a known fluid conduit at Henty). This area is complicated by voluminous

coherent dacite domes. The target will be tested by the Mt Julia Drilling program in
the vicinity of the Mine Lease boundary.

Summary of Recommendations
1. Finalise CSAMT and DHEM surveys.

2. Deep drillhole from Jasper Point targeting the Lake Newton Prospect under HA7
and HAS.

3. Diamond drillhole to test Lake Newton Prospect 200m north of SHD16

4. Extension of SHD14 to test DHEM anomaly in SHD2 and Lake Newion Prospect.



. Deep diamond drillhole from YNC16 drillpad to test A-Zone extension and

Spillway Hornizon-South Henty Fault contact.

. Deep drillhole on Howard’s Anomaly under HA1 and HA2.

. C- Horizon soil sampling of the southwestern comer of the EL.

284u26
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