
 

 
 
 
 
 

 

Quarterly Report 
Three Months Ending 31 December 2006 
 

Highlights 
 

Kingsgate Molybdenum-Bismuth (Mo-Bi) Project, New England NSW  

• Trial mining was successfully completed in December 2006. Results indicate the program’s 
objectives have been achieved, confirming the high grade nature of the mineralisation. 

 

• Drilling of the main mineralised quartz pipe which was the subject of mining returned an average 
grade of 0.34% Mo and 0.64% Bi – combined grade equivalent* of 0.55% Mo or 14.8 g/t gold. 
Additional pipes were also found in the trial pit that were not anticipated. 

 

• The average grade of the mineralisation from grade control drilling confirms the Company’s target 
grade with the added benefit of higher than expected bismuth credits. 

 

• Metallurgical testwork and mining studies have commenced with results forming the basis of a 
scoping study due for completion in April 2007. 

 

(*Combined grade equivalent is based on metal prices as at 25 January 2007 viz Mo A$72,252 mt, Bi A$23,514 mt, Au A$833 oz.) 

 

Seven Hills Gold (Au) Prospect, New England NSW  

•••• Rock sampling from follow-up mapping returned numerous samples greater than 1 g/t Au up to a 
maximum value of 24.4 g/t Au. The high grade sample was collected from near a large area of 
historical sluicing. 

 

•••• A combined regolith mapping and IP geophysical survey is planned to better define targets for RC 
drilling in the March quarter.  

 

Galala Range Molybdenum-Tungsten-Gold (Mo-W-Au) Project, North Queensland  

•••• Results from a second phase drill program to further test the extent of the mineralisation within the 
molybdenum core indicate the area has the potential to host a significant Mo resource if the 
continuity of mineralisation can be established. Sampling at 1.0m intervals included assays up to 
0.54% Mo with a best intercept of  5m at 0.20% Mo. 

 

Running Brook Copper-Gold (Cu-Au) Project, North Queensland  

•••• Encouraging rock chip samples were returned during the quarter with results including a maximum 
3.12g/t Au and 8.17% Cu. Soil sampling defined a 10 ppb gold in soil anomaly measuring 1,500m by 
800m that is open to the west and south. The anomaly includes a 30 ppb gold in soil anomaly 
measuring 1,000m x 300m.  

 

•••• Both the rock and soil sampling indicate that Running Brook has the potential to host significant 
gold or copper-gold mineralisation. Further geochemistry will be completed in the March quarter 
with a drill program planned for May. 
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Kirwans Tungsten (W) Project, New Zealand  

•••• The Company has entered into a Joint Venture Agreement with New Zealand Minerals Ltd (NZML) 
over tenements held by its wholly-owned subsidiary Auzex Resources (NZ) Pty Ltd (Auzex NZ) on 
the west coast of the South Island of New Zealand, including the Kirwans Tungsten prospect. 

 

•••• The key terms of the agreement include NZML to fund NZ$1.70 million expenditure to earn 50% 
interest in all Auzex NZ tenements with a minimum expenditure commitment of NZ$850,000 
required before withdrawal. 

 

•••• An application has been submitted to the Department of Conservation (DOC) to undertake an initial 
diamond drilling program. 

 

Deepwater Lead-Zinc-Silver (Pb-Zn-Ag) Prospect, New England NSW  

•••• Sampling has delineated highly anomalous copper-lead-zinc-silver and molybdenum-bismuth-tin-
tungsten soil anomalies.  Follow-up drilling of the copper-lead-zinc-silver anomaly is planned for late 
March, early April. 

 

Boorolong Gold (Au) Prospect, New England NSW  

•••• Highlighted by the Company’s prospectivity model, initial soil sampling has defined two significant 
gold anomalies, both measuring 2.5km long by 0.5km to 1km wide that are open along strike. 

  

Corporate & Other Important Developments 

•••• Glen Little (Supervising Geologist) and Chris Bowden (Senior Exploration Geologist) accepted full 
time salary positions with Auzex during the quarter.  

 

•••• The Company’s inaugural AGM as an ASX-listed company was held in Brisbane on 17 November 
2006. All resolutions were passed. 

 

•••• The Company’s cash position as at 31 December 2006 was $2.51 million. Exploration expenditure 
was higher than normal in the December quarter as a result of the trial mining program at 
Kingsgate.  

 

•••• Drill rig availability remains a serious issue for the Australian exploration industry.  Several of the 
Company’s proposed drill programs have been significantly delayed due to the inability to secure an 
appropriate drill rig. Fortunately, this issue does not affect the progress of the Scoping Study at 
Kingsgate. 

 

•••• It is anticipated that a suitable exploration drill rig will be available from early March with the 
Company’s intention to drill the Seven Hills, Deepwater and Stanthorpe projects in the New 
England region before mobilising the same rig to North Queensland. This is expected to coincide 
with the end of the wet season in May with drilling to focus on West Tinaroo and Running Brook.  
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Kingsgate Molybdenum-Bismuth (Mo-Bi) Project, New England NSW (Auzex 100%) 
 

Trial Mining 
 

Trial Mining was successfully completed during the quarter with 11,700 bcm of material mined and high grade Mo and Bi ore 
stockpiled. The mining had multiple objectives including: 
 

• testing the accuracy of resource estimation methods and the continuity of mineralisation, 

• providing operating cost inputs associated with a base case production scenario of 250,000 tpa at an average grade of 
0.3% Mo, and 

• increasing the understanding of the geological/structural setting of different types of mineralisation. 
 
An 800kg metallurgical sample of typical run of mine, fresh, high grade molybdenum mineralisation was collected from a 
specific ore block within the trial pit and dispatched to AMMTEC (Perth) for metallurgical test work and process design. 
 

The results of this test work will form the basis of the plant design as part of a scoping study for development of the project, 
which is due to be completed in April 2007. 
 

 

 
 

Trial Mining at Kingsgate – November 2006 
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Exploration 
 

The Company’s consulting geophysicist reviewed the 2D and 3D geophysics results and provided a preliminary interpretation of 
the Gradient-array IP/Resistivity data and an assessment of the 3D IP/Resistivity data. The main conclusions from the review 
were that both the 2D and 3D chargeability and resistivity data could be interpreted to be related to known zones of Mo and Bi 
mineralisation. Trial mining has confirmed the validity of the geophysical signature associated with Mo-Bi mineralisation, which 
supports the technique being applied to the entire project area. 
 

Geological mapping of the Trial Pit indicates that the program’s objectives have been successfully achieved, confirming the high 
grade nature of the molybdenum-bismuth mineralisation and its relationship with intersected quartz pipes. Two structurally 
controlled zones of intense quartz-sericite alteration and mineralisation were recognised in the pit. The alteration gives the rock a 
distinctive green colour which aids the visual identification of mineralisation when mining. The alteration is associated with 
mined quartz pipe mineralisation and is spatially associated with the ENE trending structures. Alteration is observed to increase 
in intensity towards the NW and SE limits of the pit and parallel structures located in historical workings, suggesting that there 
may be a wider zone of quartz-sericite alteration and associated mineralisation further north. 
 

Mapping of the pit also defined additional high grade molybdenum pipe mineralisation that was not intercepted in the grade 
control drilling. Bismuth appears to be finely disseminated throughout the pipe and immediate wall rock, whereas molybdenum 
is very coarse, with up to fist-sized clumps of mineralisation. 
 
The main quartz pipe mined, was 5m-9m in diameter and had an average grade from grade control assays of 0.34% Mo and 
0.64% Bi. Grade control drilling (over 2.5m vertical intercepts) included assays up to 0.62% Mo and 1.09% Bi. The amount and 
grade of bismuth within the pit area, but not directly associated with quartz pipe, was unexpected and if maintained could add 
significant value to the project, given the recent increase in the Bi price. The average grade of the pipe mineralisation matches 
our target grade in our base case production scenario with the added benefit of higher than expected bismuth credits.  
 
The results of the pit mapping and grade control drilling will be combined with previous surface mapping and RC drilling results 
to create a final 3D geological interpretation of the geology and resource potential of the area covered by the current geophysics 
survey. Zonge Engineering will commence a gradient-array IP / resistivity geophysical survey at Kingsgate in the March quarter, 
extending the area covered to the north, east and south of the initial survey area. A drill program targeting 10 potential pipe type 
anomalies interpreted from the first geophysical survey and 3D modelling will also be completed. The objective of the drill 
program is to confirm, through drilling of interpreted pipes in the resource model, enough high grade pipes to provide 3-5 years 
of resource based on a base case production scenario. 
 

Seven Hills Gold (Au) Prospect, New England NSW (Auzex 100%) 

Soil sampling and mapping continued during the quarter, which was followed up with hand auger sampling and seven trenches. 
Rock chip sampling from follow-up mapping returned numerous samples greater than 1 g/t Au up to a maximum gold value of 
24.4 g/t Au from limonite rich greisen altered granite sub-crop. The high grade sample was collected from near a large area of 
historical sluicing. 
 

Previous exploration returned results up to 2 g/t gold in soil within an anomalous zone 1100m long by 200m wide. The 
anomalous gold soil samples occur in several zones within a 3,500m long by 1,500m wide area of interest. The auger sampling 
and trenching were carried out to sample gold mineralisation in fresh bedrock. Seven north-south orientated trenches totalling 
1,088 metres were completed across the best combined geological-geochemical anomalies and were sampled as 2m or 4m 
continuous channel samples at an average depth of 2m below surface. 
 

The auger sampling returned similar gold values to the soil and rock chip sampling, but also returned anomalous values in areas 
of low soil values, suggesting recent cover may mask covered areas of gold mineralisation. Trench channel sampling again 
sampled highly weathered material with values similar to the auger and soil sampling up to 2m @ 1.69 g/t Au. None of the 
sampling techniques used to date have been able to sample fresh mineralisation in bed rock and it is not clear how weathering 
has affected the grade and distribution of gold in the area. A combined regolith mapping and IP geophysical survey is planned to 
better define drill targets for RC drilling in the March quarter.  
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Galala Range Molybdenum-Tungsten-Gold (Mo-W-Au) Project, North Qld (Auzex 100%) 

Drilling at the Galala Prospect in the September quarter intersected several 10m wide zones of high grade Mo in the near surface 

in two drill holes (14m @ 0.15% molybdenum from 15m). A 3D model of mineralisation was developed from the initial 

intersections which suggests the mineralisation occurs as a series of flat sheets. 

 
The aim of the second phase drilling was to further test the extent of the mineralisation within the molybdenum core and target a 
potential prospective cupola of Permian-Carboniferous source granite at depth - two holes (GRRC06-34 & GRRC06-35) were 
drilled in November for a total of 388 metres. Drillhole GRRC06-35 was drilled to extend and test the lateral continuity of 
mineralisation within the soil anomaly and Hole GRRC06-34 was drilled to target a source granite at depth. 
 

 

 Table of Galala Range drill hole locations 
 

Drill Hole Easting Northing RL Az Dip Depth 

GRRC06-34 220573 8047168 519 0 -90 166 

GRRC06-35 220827 8046856 467 0 -90 222 

 

 

Hole GRRC06-34 failed to reach its target depth due to very high water pressure and only intersected anomalous zones of Mo. 
Hole GRRC06-35 returned significant molybdenum in the top 50m of the hole including individual metre grades up to 0.54% 
Mo. Better intersections included: 1m @ 0.215% Mo from 9m, 5m @ 0.196% Mo from 17m, 7m @ 0.090% Mo from 29m and 
8m @ 0.075% Mo from 41m. RC hole GRRC06-34 returned minor 1m intercepts of up to 0.039% Mo. 
 

Encouraging near surface molybdenum mineralisation has now been encountered in three holes over a 500m x 200m area. The 
area has the potential to host a significant Mo resource if the continuity of mineralisation as a series of flat sheets can be 
established over the area of the soil anomaly.  

 

  Table of significant Galala Range drill hole intercepts 
 

Hole ID 
From 

m. 
To 
 m. 

Width 
m. 

Mo 
ppm 

W 
ppm 

A$Value 
Per tonne 

Au Eqiv. 
g/t 

GRRC06-35 9.00 10.00 1 2,150.00 0.0005 $155.43 6.02 

GRRC06-35 17.00 22.00 5 1963.60 2.00 $141.95 5.49 

GRRC06-35 29.00 36.00 7 898.00 2.86 $65.09 2.52 

GRRC06-35 41.00 49.00 8 744.75 1.25 $53.91 2.09 

GRRC06-35 61.00 64.00 3 414.67 3.33 $30.06 1.16 

GRRC06-35 70.00 74.00 4 230.75 5.00 $16.83 0.65 

GRRC06-35 83.00 85.00 2 17.00 935.00 $24.71 0.96 

GRRC06-35 120.00 122.00 2 686.00 20.00 $50.14 1.94 

GRRC06-35 127.00 134.00 7 699.71 42.86 $51.82 2.01 

 

A$Value per tonne calculated using A$ metal prices of $25.88lb Mo, $24,810t W and AUD/USD rate of 0.7900. 
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Figure: Location of holes GRRC06-34 & GRRC06-35 at the Galala Range prospect 
with respect to the Molybdenum soil anomalies. 

 

Running Brook Copper-Gold (Cu-Au) Prospect, North Queensland (Auzex 100%) 

Initial soil sampling in the September quarter defined a consistent gold anomaly (with strong bismuth association) 450m wide 
and open along strike, with assays up to 0.26 g/t gold. Work during the December quarter was focussed on extending the soil 
sampling over the anomaly and carrying out detailed mapping to discover the source of the gold soil anomaly. The soil sampling 
was conducted on 100m x 100m and 100m x 200m spacing covering an area measuring 2km x 2.3km area. Two costeans (50m 
and 77m) were also completed, targeting two plus 30 ppb gold in soil anomalies.  
 

Encouraging rock chip samples were returned from the mapping with best results including a maximum 3.12g/t Au and 8.17% 
Cu. Soil sampling defined a 10 ppb gold in soil anomaly measuring 1,500m by 800m that is open to the west and south. The 
anomaly includes a 30 ppb gold in soil anomaly measuring 1,000m x 300m. The soil sampling also highlighted a 150 ppm 
copper in soil anomaly measuring 1,000m by 500m that partially overlaps the gold in soil anomaly to the north. Both the rock 
sampling and soil sampling suggests that the Running Brook Prospect has the potential to host significant gold or copper-gold 
mineralisation. 
 

Follow up mapping of the plus 30 ppb gold in soil anomalies identified the host rocks to mineralisation as granodiorite, sulphide 
bearing porphyritic dykes, metasediment, minor micro-diorite and quartz float. A site-check of an area where soils contain up to 
945 ppm copper identified a 1m wide porphyry dyke that has been worked for about 100m along strike and is potentially 
mineralised for more than 700m along strike. One rock sample collected from the altered dyke returned 0.65 g/t Au. Mapping of 
the costeans confirmed the association of porphyry dykes with the copper and gold mineralisation. Best results from the costean 
samples include 0.93 g/t Au and 0.24% Cu, with 19 samples assaying > 0.1 g/t Au and 7 samples assaying > 0.1% Cu.  

The March quarter work program includes additional soil sampling aimed at closing off the current gold in soil anomaly as well 
as regolith mapping to study the possible presence of supergene gold enrichment and determine if mapping of soil types can help 
delineate prospective areas. Additional mapping, costeaning and a 1,000m RC drill program are planned for the June quarter. 
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Kirwans Tungsten (W) Prospect, New Zealand (Auzex NZ 100%, NZML earning ) 

During the quarter, the Company entered into a Joint Venture Agreement with New Zealand Minerals Ltd (NZML) over 
tenements held on the west coast of the South Island of New Zealand, including the Kirwans Tungsten prospect. The key terms 
of the Agreement are as follows: 
 

• NZML to fund NZ$1.70 million expenditure to earn 50% interest in all Auzex NZ tenements 

• NZ$850,000 expenditure commitment required before withdrawal 

• Auzex NZ retains management of all projects 

• Agreement subject to ministerial consent 

• Work program subject to regulatory approvals 
 

Exploration during the first half of 2007 will focus on the Kirwans tungsten and gold targets, located 12km east of Reefton. A 
review of historical data has highlighted a highly anomalous area (60 hectares) of tungsten mineralisation in the Kirwans Hill 
area. Trenches were completed across two separate plus 100ppm tungsten soil anomalies. A 191m trench across the eastern vein 
system returned an average 0.12% tungsten, including 32m @ 0.28% tungsten (equivalent to 2.9g/t gold). Similarly, a 160m 
trench across the western vein system returned an average 0.1% tungsten, including 28m @ 0.24% tungsten (equivalent to 2.5g/t 
gold).  
 

Mapping and soil sampling has been completed to validate previous results. Vein densities from the mapping correspond well 
with the W and Au in soil and rock chip anomalies. The rock chip samples collected to date are from veins ranging from 2cm to 
120cm in thickness that contain scheelite mineralisation when illuminated by UV light, with a maximum of approximately 5% 
estimated in one sample taken from a 10cm wide, east-dipping vein. The mapping and the sampling have allowed 17 drill holes 
to be planned that will test the resource potential of the area for a large tungsten and/or gold system. The first hole is likely to be 
drilled under the eastern trench that returned 191m @ 0.12% W. 
 

Environmental and archaeological studies were completed as part of the permitting process for land access and submitted along 
with an application for diamond drilling to the Department of Conservation. The permitting process is expected to take 
approximately eight weeks to complete. 

Deepwater Lead-Zinc-Silver (Pb-Zn-Ag) Prospect, New England NSW (Auzex 100%) 

Deepwater is a large quartz-sericite greisen located on the margin of the Kingsgate Leucogranite measuring 1,500m long by 
400m wide. Previous exploration at Deepwater established a sub-economic resource of combined Pb-Zn-Ag mineralisation. The 
area is considered to have potential for both lead-zinc-silver (Pb-Zn-Ag) and molybdenum-tin-tungsten (Mo-Sn-W) 
mineralisation. 
 

A 3D model was created using geological mapping and historic results of a 20-hole RC drill program completed in 1984. 
Mineralisation in the area is controlled by the contact of Early Permian metasediments with Late Permian granites. A broad zone 
of greisen extends into the sediments where the rocks are fractured, with mineralisation zoned from Mo-W-Sn in the granite to 
Pb-Zn-Ag in the metasediments. Compilation of the historical data highlighted several wide low grade base metal intersections 
including: 
 

DP-02 Zone 1 48m to 120m   72m at 0.12% Pb, 0.17% Zn and 6 g/t Ag 

DP-03  Zone 1 48m to 146m (end of hole) 98m at 0.10% Pb, 0.18% Zn and 5 g/t Ag 

DP-11  Zone 2 12m to 72m   60m at 0.05% Pb, 0.06% Zn and 14 g/t Ag 

DP-14  Zone 3 12m to 102m   90m at 0.09% Pb, 0.12% Zn and 10 g/t Ag 
 

A soil sampling program was completed on 80m spacing over a 2.6km x 1km area, targeting the polymetallic mineralisation 
including gold (not previously tested). The soil sampling highlighted two highly anomalous geochemical associations similar to 
that recognised by the historic exploration. The soils in the area are highly anomalous in Mo-Bi-Sn-W and Cu-Pb-Zn-Ag.  
Results for Au were low (peak of 0.011ppm), downgrading the prospectivity of the area for gold. Follow-up drilling of the 
intersections of base metal mineralisation associated with the metasediments at Deepwater is planned for March/April 2007. 

Boorolong Gold (Au) Prospect, New England NSW (Auzex 100%) 

The Boorolong prospect was acquired to cover an area highlighted by the New England prospectivity model for gold and/or 
molybdenum. Reconnaissance geological mapping, rock chip sampling and broad spaced soil sampling has been completed to 
assess the prospectivity of the area. Historic workings have been located associated with an aplite body at the Boorolong 
Molybdenum Mine and a greisen pipe at Suffons Gully Tin Mine. 
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A total of 268 soil samples were collected and have returned encouraging results for gold. Significantly, anomalous gold in soil 
was returned with 42% of the samples returning above 20 ppb Au up to 44 ppb Au. The soil sampling defined two east-west 
trending gold soil anomalies located in the centre and southern areas of the soil grid. Both soil anomalies measure 2.5km long by 
0.5km to 1km wide and are open along strike A third smaller anomalous area measuring 800m by 400m is located in the north-
east part of the grid. 
 

The plus 20 ppb Au soil anomalies require follow up geological reconnaissance to explain the soil anomalies in relation to 
mapped geology. The area has no historic reports of gold mineralisation and could be a new gold rich granite system. 

West Tinaroo Gold (Au) Project, North Queensland (Auzex 100%) 

Further results from rock and soil sampling continue to be encouraging with a total of 1,231 samples collected to date, covering 
25% of the prospective granite-sediment boundary. Results highlight an area around a NE-trending 3m wide quartz vein, where 
previously rock chip samples of up to 5.38 g/t Au were collected, as particularly prospective. A reconnaissance drilling program 
of 1,200m is planned for the June quarter to test the grade and distribution of mineralisation highlighted by the soil and rock chip 
sampling at depth, and gain subsurface information on the geology.  
 

Khartoum Tin (Sn) Project, North Queensland (Auzex 100%) 

Follow-up mapping and infill soil sampling of the anomalous areas reported last quarter has been completed at the Khartoum 
project. This sampling has confirmed the presence of numerous high grade tin anomalies associated with quartz veining in 
greisen but notable high-grade results are also shown as disseminated cassiterite in greisen. Fifteen separate tin and gold 
anomalies have now been defined that warrant further exploration and resource assessment. 

 

March Quarter Work Program 
 

The principal aims of the next work program are to: 
 

• Complete the Kingsgate metallurgical testwork and mining studies as part of the scoping study for development of the 
project due for completion in April 2007. 

 

• Extend the geophysical coverage at Kingsgate to more than half the area of interest. 
 

• Complete a drill program targeting 10 potential pipe style geophysical anomalies at Kingsgate with the objective to confirm 
sufficient resources for 3-5 years production based on a base case plant design. 

 

• Commence an initial drill program at the Seven Hills gold prospect to gain subsurface information on the geology and 
mineralisation style. 

 

• Commence an initial drill program at the Deepwater base-metal prospect to gain a better understanding of the grade 
distribution of the mineralisation. 

 

• Complete the geochemistry coverage over the Running Brook prospect in preparation for drilling in the June quarter. 
 

• Plan to drill the Kirwans tungsten project in NZ to gain subsurface information on the geology and mineralisation style. 
 

• Assess regional targets within the Company’s New England and New Zealand prospects. 

 

 

For further information contact: 
 

  John Lawton    Brett O’Donovan  
  Executive Chairman   Marketing & Investor Relations 
  Tel: +617-3303-0198   Tel: 0433-399-501 (within Aust.) 
              +617-3303-0198 (outside Aust.) 
 

The information in this report that relates to Exploration Results is based on information compiled by John Lawton who is a Member of The 
Australasian Institute of Mining and Metallurgy. He is a full-time employee of the Company and has sufficient experience that is relevant to the 
style of mineralisation and type of deposit under consideration and to the activity which he is undertaking to qualify as a Competent Person as 
defined in the 2004 Edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves’. John Lawton 
consents to the inclusion in the report of the matters based on his information in the form and context in which it appears 


