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Santa Cruz Province, ARGENTINA 
 (gold-silver)

●	 In-country operations established 	
	 and first exploration programs 	
	 completed successfully in 2010-	
	 2011 field season.

●	 Tenure position expanded by 70% 	
	 to 3,751 sq km with the majority of 	
	 new ground 100% De Grey.

●	 First Argentina drilling planned for 	
	 early 2012.

Paterson Project, W.A. (uranium, base metals)

●	 Discussions on heritage and access agreement 
 	 progressed with Martu titleholders.

●	 Discussions with potential farm-in parties to  
	 fund exploration.

Turner River Project, W.A. (gold, base metals)

●	 Farm-out agreement executed and exploration 	
	 drilling recommenced.

Pilbara Iron Assets, W.A. (iron ore)

●	 Mt Dove mining lease granted to facilitate Atlas 	
	 Iron’s mining of iron resource and flow of royalties 	
	 to De Grey.

●	 De Grey retains 20% carried interest to decision to 	
	 mine in +500Mt Beyondie magnetite iron resource.

WESTERN 
      AUSTRALIA

Paterson Project

Turner River Project

Beyondie Project

Perth

Buenos Aires

ARGENTINA

Santa Cruz Projects



D
e

 G
re

y 
M

in
in

g
 L

td
  

  
M

A
N

A
G

IN
G

 D
IR

EC
TO

R
S 

R
EP

O
R

T

ANNUAL 
REPORT

20 
11

A4

Minerals resource rent tax, carbon tax, continually escalating capital and operating costs in Australia, the 
"resources currency hedge effect", delays and costs in gaining exploration access, and intense competition for 
limited project opportunities in regions where exploration is mature all factors pushing Australian exploration 
and mining companies to foreign lands to find the "company maker" discovery.

More than two years ago De Grey’s board of directors made the decision to expand our horizons in the search 
for new projects, resulting in the Company establishing a significant presence in Santa Cruz Province, Argentina, 
currently one of the world’s hottest regions for gold exploration.  In the past year De Grey has established 
exploration teams there and completed our first field season with encouraging results.  We have also added 
substantially to our landholdings in the region at very modest cost and the coming summer field campaign will 
see us undertaking our first drilling programs there.

Having established a presence in Argentina we have been continually reviewing other project opportunities in 
that country, primarily in copper and gold.

Of course we have not ignored opportunities in Australia.  November 2010 saw De Grey complete two diamond 
drill holes at the Apex IOCG target in the Cloncurry area of NW Queensland. We assessed Apex as a high risk, 
potentially high reward target with the risk to De Grey ameliorated by the Queensland government’s Cooperative 
Drilling Initiative contributing about half of the direct costs of drilling.  Recent nearby discoveries by Red Metals 
(Corkwood Cu-Au-Ag) and Minotaur (Cormorant Gypsy Plains Cu-Co-Au) demonstrate that we were in the right 
region doing the right things. Our holes drilled some very unusual rocks but they were, unfortunately, devoid 
of metals.  Nevertheless, it is targets like Apex that are going to yield Australia’s future significant mineral 
discoveries.

In parallel with the above activities we have also maintained the Company’s interests in its other Australian 
projects at near zero cost.

Stream sediment sampling at Boleadora Project, Argentina 2011
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At the Turner River gold and base metals projects we have engaged a farm-in partner, Lansdowne Resources, 
who have committed to substantial exploration expenditures to earn interests in each of the projects.  
Lansdowne commenced work in July, drilling targets that we hope will add to the Wingina Well gold resource 
and render its development viable.

Atlas Iron’s expenditures on pre-mine development works at Mt Dove have assisted De Grey to maintain its 
Turner River tenements.  The grant of the Mt Dove mining lease in August moves Atlas one step closer to 
mining the iron ore resource and the flow of royalty payments to De Grey.

The failure of the proposed sale of our interest in the Beyondie magnetite iron JV was disappointing but De Grey 
continues to maintain its 20 per cent free carried interest to decision to mine the substantial resource defined 
by our joint venture partner Emergent Resources.

We also maintain our tenement applications in the Paterson region, being encouraged by the success of other 
companies working nearby.  The area being located entirely with Martu determined native title requires us to 
negotiate access for exploration.  We have made progress toward an agreement with the Martu People and we 
hope to conclude an agreement before year end.

We continue to regularly assess new opportunities both within Australia and overseas locations seeking, in 
particular, entry into at least one advanced project at a reasonable cost.  Of course the competition for such 
assets is fierce.

The Company’s directors and staff remain diligent in trying to contain costs at every available opportunity.  Cash 
income of approximately $680,000 over the past year from government subsidies and commercial agreements 
with other parties has gone some way to ameliorate operating costs.

I take this opportunity to thank our administration and support staff, contractors and consultants, and my 
fellow directors for their efforts during the year.

Thanks are also extended to the traditional owners and claimants of the areas in which we work, namely the 
Kariyarra, Njamal, Martu, and Kalkadoon peoples, and the staff of their representative bodies.

I also thank De Grey shareholders for their continuing support of the Company.

Gary Brabham
Managing Director
September 2011



D
e

 G
re

y 
M

in
in

g
 L

td
  

  
CH

A
IR

M
A

N
’S

 R
EP

O
R

T

ANNUAL 
REPORT

20 
11

A6

During 2011 De Grey has expanded its landholdings prospective for epithermal gold and 
silver deposits in Argentina to over 3,750 square kilometres, making the Company one 
of the largest tenement holders in the region.  We have been able to secure that ground 
position at very low cost.  Many investors are familiar with the success of companies such 
as Andean Resources, Minera IRL and Mariana Resources in Argentina and it is De Grey’s 
intention to emulate that success.  Given the high levels of interest we have received 
from a number of parties familiar with the prospectively of Argentina, we are confident 
we have secured the right ground package but success in Argentina will continue to 
involve a period of patience from us all whilst we advance the multiple targets to the 
drilling stage.  I am very confident that over the next two years shareholders will see the 
benefit of this work. 

This year in the Pilbara we entered into farm in agreements with Lansdowne Resources 
for work at the Turner River gold and base metals projects.  Lansdowne commenced 
drilling in July and during the course of the year will drill targets that aim to add to the 
Wingina Well gold resource and render its development viable.

In parallel with our work in Argentina your Company continues to actively assess 
opportunities to bring other assets into the company.  Non-Executive Director Jason 
Brewer was brought into the Company this year specifically to assist us in securing such 
opportunities. 

I would like to thank the De Grey team for their efforts during 2011 and our shareholders 
for support. We look forward to De Grey’s active exploration program in 2012.

Darren Townsend
Chairman
September 2011
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Figure 1: Locations of De Grey’s projects, Santa Cruz, Argentina

ARGENTINA PROJECTS
Santa Cruz Province Overview
In June 2011 De Grey announced that it has secured a further 1,558 sq km of ground in the highly prospective 
Deseado Massif of Santa Cruz Province, Argentina, with 20 tenement applications in its own right (1,458 sq km) 
and an option-to-purchase agreement over the Pachi Project (100 sq km).  The additional tenement holdings 
result from diligent tenement monitoring, conceptual targeting studies and an expanding network of industry 
contacts.

In total, De Grey has secured mineral rights over approximately 3,751 sq km of ground in the Deseado, making 
the company one of the largest tenement holders in this under-explored but rapidly emerging gold-silver 
province that has seen a prolific number of new and high-grade discoveries in recent years.

The Deseado Massif hosts numerous, remarkably well preserved low-sulphidation epithermal gold-silver 
deposits within Jurassic age volcanic rocks.  Resources and reserves totalling 17.5Moz gold and 525Moz silver 
have been discovered in the region since 1990, making it one of the world’s premier exploration regions for this 
attractive style of mineralisation.  Despite this record of discovery, exploration in the region is still in its infancy 
with almost all deposits discovered to date found by prospecting.  All of De Grey’s project areas have seen little 
or no previous exploration and represent early stage exploration opportunities.

De Grey has targeted areas where the prospective Jurassic volcanic rocks are outcropping on surface, as well as 
areas where these rocks are covered by thin veneers of younger basalts or gravel cover.  Very little exploration of 
covered areas has been attempted to date in the Deseado and De Grey considers that application of geophysics 
and advanced geochemical sampling techniques, in conjunction with low-level detection assay methods, have 
potential to yield new discoveries in the region.
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Figure 2: Sierra Morena Project – Drainage anomalies and areas of interest

Sierra Morena Project
The Sierra Morena Project comprises two M.D. (manifestacion de descubrimiento, "statement of discovery") 
applications covering an area of 140.4 sq km in the western Deseado Massif.  The project is located approximately 
25km east of Patagonia Gold’s El Tranquilo Project (combined resources of 567,000 oz Au and 19.5Moz Ag).

Jurassic age volcanic rocks outcrop over about 98% of the project area, the remaining 2% covering areas where 
thin post-mineral basalt flows, generally less than 10m thick, cover the Jurassic rocks.

The tenements were optioned from Minera Sudamericana S.A. (MSA) in 2010.  Previous preliminary work by 
MSA located the Vein Breccia Zone in the eastern part of the property where quartz veining and siliceous 
breccias are developed on a NW trending fault zone along a strike length of approximately 1.5km. Surface 
sampling has returned highly anomalous Au+Ag+As+Hg+Sb in rock chip samples (to 0.69g/t Au and 20g/t Ag).

During the 2010-2011 field season, soil sampling across the Vein Breccia Zone on a 200m x 50m 
spaced grid outlined two parallel NW trending zones/faults (Main and Northern Fault) with co-incident 
Au+Ag+As+Hg+Sb+Mo+Tl.  The metal association and vein textures observed indicate that the Vein Breccia Zone 
represents the upper portions of an epithermal vein system and De Grey considers there is excellent potential 
in this system where higher Au-Ag grades could be expected at depth.  Prior to drilling, infill lag sampling and 
detailed mapping will be completed along the Vein Breccia Zone early n the 2011-2012 field season (October) 
to assist in drill target definition.
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Figure 3: Vein Breccia Zone – Au in lag Figure 4: Vein Breccia Zone – Ag in lag

Figure 5: Vein Breccia Zone – Mo in lag Figure 6: Vein Breccia Zone – Tl in lag

Field reconnaissance during 2010-2011 also identified an area called the "Massive quartz zone" where banded 
opaline silica vein float is located adjacent to an interpreted NW striking structure.   Although lacking anomalous 
Au+Ag in limited surface samples, the textures present indicate that the area may represent the upper portions 
of an epithermal vein system. Geological mapping and lag sampling will be completed over this area in the 
2011-2012 field season.

De Grey also completed a project-wide stream sediment sampling program in 2010-2011 that has outlined 15 
high priority target areas of elevated gold and/or multi-element signatures associated with faults in Jurassic 
volcanic rocks. Those areas are targeted for follow-up early in the 2011-2012 field season.
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Figure 7:  Boleadora Project – Drainage anomalies and areas of interest

Boleadora Project
The Boleadora Project comprises six cateo (exploration licence) applications covering an area of 526.9 sq km in 
the north western Deseado Massif. 

De Grey may earn up to 80% in Boleadora under the terms of a farm-in with Minera Kingsgate Argentina S.A., a 
wholly owned subsidiary of Kingsgate Consolidated Ltd.  The project is strategically located between Goldcorp’s 
Cerro Negro project (ex-Andean Resources), just 30km to the north, and Mirasol Resources’ recent grass roots 
Virginia silver vein field discovery, approximately 25km to the south.

Prospective Jurassic volcanic rocks underlie about 95% of the project area and prior to De Grey’s entry no 
systematic exploration had been completed.

De Grey completed a project-wide stream sediment sampling program in 2010-2011 that has outlined 15 
high priority target areas of elevated gold and/or multi-element signatures predominantly associated with 
northwest to northeast trending faults. The clustered anomalies in the central-western and south-western 
parts of the project area are of particular interest given their highly anomalous spot Au and Ag values.  The 
target areas will be followed up early in the 2011-2012 field season with the aim of progressing at least one 
target area to "drill ready" status before the end of 2012.
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Figure 8:   Pachi Project – Areas of interest

Pachi Project
The Pachi Project comprises a single cateo covering and areaof 100 sq km in the central-western Desseado 
Massif. In July 2011 De Grey entered into an option-to-purchase agreement with the Argentine individual who 
holds the tenement. 

The property lies less than 15km SE of Hunt Mining Corporation’s La Josefina deposits (125,000 oz Au and 
1.7Moz Ag) and just 5km south of Hunt’s El Gateado prospect.

Pachi contains interpreted extensions and repeats of structures that host mineralisation on the La Josefina 
and El Gateado properties and exploration to date has been limited to two areas. In the first, previous rock 
chip sampling over a silica-carbonate sinter horizon that sub-crops over 800m strike length has returned up 
to 0.29g/t Au (with 58.7g/t Ag) and 68g/t Ag. This sinter horizon also contains highly anomalous As+Hg+Mn, 
indicating that it represents the fossil outflow zone of an epithermal system that carried significant metal 
concentrations.  In the second area, previous rock chip sampling over a quartz vein approximately 500m long 
returned Ag values up to 134g/t (with all 6 samples returning >15g/t Ag), with low level, but anomalous Au.

Apart from this sampling, the rest of the project area remains unexplored, and given its strategic location De 
Grey intends to rapidly advance exploration of this project early in the 2011-2012 field season, aiming for a 
first-pass drill program early in 2012.
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De Grey Mining 100% owned properties
Aguada Grande
Aguada Grande comprises a single cateo covering an area of 34.3 sq km in the north-eastern Deseado Massif.

The project is located immediately north of Argentex Mining’s La Leona Au-Ag project and outcropping Jurassic 
aged volcanic rocks with evidence of WNW-NE faulting occur over approximately 70% of the project area.

Work proposed for the 2011-2012 field season includes first-pass prospecting and surface sampling.

Aguada Del Cuero
The Aguada Del Cuero Project comprises a single cateo covering an area of 93 sq km in the central-northern 
Deseado.

The project area is dominantly covered by post-mineral basalts with small erosional windows revealing 
outcrops of Jurassic volcanic rocks. Exploration in 2010-2011 located evidence of quartz veining and alteration 
in these windows, indicating that potentially mineralised structures exist beneath the thin basalt cover.

Planned exploration in the 2011-2012 field season will consist of orientation geochemical sampling over basalt 
covered areas to determine areas of interest for possible geophysical surveys and subsequent drilling.

Halcon
The Halcon Project comprises two cateo applications covering an area of 178.9 sq km in the north-western 
Deseado.  Jurassic volcanic rocks outcrop or sub-crop over approximately 85% of the project area.

Halcon is located approximately 30km east of Mirasol Resources’ Virginia Project where recent drilling indicates 
a substantial new Ag project has been discovered.  Nearby fossil hot springs deposits provide evidence of 
hydrothermal systems active nearby during the Jurassic.

Exploration will commence early in the 2011-2012 field season, with stream sediment sampling and first-pass 
prospecting over areas of Jurassic volcanic rocks.

Cerro La Taba 
The Cerro La Taba Project comprises eight cateo applications covering an area of 626.7 sq km in the central 
western Deseado Massif. 

The northern and southern-most tenements partially cover exposed Jurassic volcanic rocks, whilst the central 
portion covers an area where the prospective Jurassic rocks are covered by a veneer of post-mineral basalt 
flows interpreted in most places to be less than 10m thick.

The El Gateado prospect (Hunt Mining) is located immediately south of Cerro La Taba, whilst the La Josefina 
Project (Hunt Mining) is located 15km to the southwest.  Structures controlling mineralisation at each of those 
prospects are interpreted to trend beneath the basalt cover into the Cerro La Taba tenements.

Exploration will commence in the 2011-2012 field season with prospecting and surface sampling over areas 
of exposed Jurassic aged volcanic rocks.  Orientation geochemical sampling over basalt covered areas will also 
commence to determine areas of interest for possible geophysical surveys and subsequent drilling.

Cerro Tres Picos
Cerro Tres Picos Project comprises one cateo application covering an area of 71.3 sq km contiguous with the La 
Evelina Project (under option from MSA).  Limited prospecting was completed over Aster generated targets in 
the 2010-2011 field season but further work is required to fully evaluate the potential of the property.
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Estaciones
The Estaciones Project comprises three cateo applications covering an area of 269.8 sq km and is contiguous 
with the La Evelina Project (MSA option).

The northern part of the project covers exposed Jurassic volcanic rocks, including extensions of ESE trending 
structures that have returned low level gold-silver anomalism at La Evelina.  In the south the prospective 
Jurassic rocks are covered by a thin veneer of post-mineral basalts. Numerous small erosional windows in the 
basalt indicate it is dominantly less than 10m thick.

Boleadora Este
Boleadora Este comprises one cateo application covering an area of 35 sq km and is contiguous with the 
Boleadora Project. First-pass reconnaissance and sampling of the area will be conducted in conjunction with 
further exploration at Boleadora.

La Rosita Norte
The La Rosita Norte Project comprises one cateo application covering 24.8 sq km. The property is located 
approximately 21km NNW of the Martha Mine (Coeur Argentina S.R.L) and 38km NW of the Manantial Espejo 
mine (Pan American Silver Corporation), in the south-western Deseado Massif.

Jurassic volcanic rocks outcrop over approximately 50% of the tenement, the remaining area being covered by 
thin post-mineral basalt flows.

Tres Cerros Sur
The Tres Cerros Sur Project comprises five cateo applications covering an area of 366.3 sq km immediately 
south of the Tres Cerros properties that are optioned from MSA.  The project is located approximately 50km NE 
of the Cerro Vanguardia mine (AngloGold Ashanti-Fomicruz JV), and is immediately east and contiguous with 
ground being explored by the Cerro Vanguardia JV.

The majority of the project area is covered by a thin veneer of Patagonian gravels interpreted to be less than 
25m thick and immediately overlying prospective Jurassic rocks. 

Exploration in the upcoming field season will commence with orientation geochemical sampling to determine 
the sampling medium most likely to "see" through the gravel cover then progress to systematic surface 
sampling of the entire project area.



A14

D
e

 G
re

y 
M

in
in

g
 L

td
  

  
O

P
ER

A
TI

O
N

S 
R

EP
O

R
T

ANNUAL 
REPORT

20 
11

Other Properties under Option from MSA
La Evelina
The La Evelina Project comprises one M.D. covering an area of 69.2 sq km and is contiguous with the De Grey’s 100% 
owned Estaciones and Cerro Tres Picos properties, in the south-western Deseado Massif.

Sampling in 2010-2011 field season outlined three areas of veining and mineralisation associated with a major NW 
trending fault in the NE portion of the property, with anomalous Au+As+Sb returned from rock chip sampling.

Further surface sampling and prospecting will be completed in the 2011-2012 field season.

Bajo Grande
The Bajo Grande Projects comprises two cateo applications covering an area of 151 sq km in the central Deseado.

Sampling of a quartz-carbonate vein zone discovered in the 2010-2011 field season, associated with a major NW 
trending fault, returned anomalous Hg-As-Sb and further work is warranted over the property.  A systematic stream 
sediment sampling program is proposed for the 2011-2012 field season.

Canadon Langostura
The Canadon Langostura Project comprises one M.D. application covering an area of 63.4 sq km in the south-
western Deseado Massif.

The project is located on a strongly developed WNW fault zone that is considered to be an important control on 
mineralisation on properties such as Mariana Resource’s Sierra Blanca (La Chala vein) and Argentex’s El Pinguino 
property. 

Within the project area, the WNW fault zone transects the upper part of the (Jurassic age) Chon Aike stratigraphy and 
also forms the northern boundary of a Cretaceous basin.  This structural situation is considered highly favourable 
because there may be a better possibility of having a completely preserved epithermal vein system where less 
of the Chon Aike stratigraphy has been eroded than at La Chala or El Pinguino.  Furthermore, the fault structure 
appears to bound the Cretaceous basin which indicates a long history of movement extending from at least the 
Jurassic into the lower Cretaceous and opens the possibility of mineralisation having formed in a pull-apart basin 
that could be wholly or partially concealed beneath the Cretaceous sediments. 

Limited sampling in the 2010-2011 field season was completed on four separate 100m long WNW oriented 
chalcedonic quartz veins, within Jurassic volcanic rocks.  No anomalous Au-Ag was returned, but samples displayed 
elevated Hg+Ba+Sb, suggestive of the high levels of an epithermal system. 

Exploration in the 2011-2012 field season will comprise stream sediment sampling and further prospecting over 
the entire property.

Querencia/Kaiken
The Querencia/Kaiken properties comprise two cateo applications covering an area of 159 sq km in the eastern 
Deseado.

Approximately 60% of the area is covered by a veneer of Patagonian gravels, interpreted on the basis of regional 
magnetic data to be only tens of metres in thickness. The magnetic data shows that the area is located on the 
intersection of an ENE striking structure and WNW to NW trending structures. Aster multispectral satellite data 
indicate some linear zones with kaolinite +/- iron oxides in the outcropping Jurassic volcanic rocks exposed outside 
the zone of gravel cover. 

An initial visit to establish access and meet with landowners was completed during the 2010-2011 field season.  
Short traverses over the Aster anomalies were completed and rock chip sampling of banded chalcedonic quartz 
veins indicated elevated As-Ba, which suggests the veining may represent the upper levels of an epithermal system.

Similar to the nearby Tres Cerros and Tres Cerros Sur projects, exploration requires orientation geochemical sampling 
to determine the sampling medium most likely to "see" through the gravel cover followed by systematic surface 
sampling of the entire project area.
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Tres Cerros
The Tres Cerros Project comprises three cateo applications covering an area of 224.1 sq km located immediately 
north of the Tres Cerros settlement in the eastern Deseado.

In much of the project area the prospective Jurassic volcanic rocks are covered by a veneer of Patagonian gravels, 
outcrops of Jurassic rocks being restricted to erosional windows through this cover. Field investigation of these 
windows, to prioritize anomalies seen in images derived from processing of Aster data, led to the discovery of 
several sets of low temperature epithermal quartz veins. Samples from the veins have not returned significant 
precious metal mineralisation at surface but their textures, the presence of strong clay alteration in the wall rock 
and elevated Hg-As values are indications that the hydrothermal system is potentially mineralised at depth.

In conjunction with programs proposed for the Querencia/Kaiken and Tres Cerros Sur projects, exploration planned 
for the area comprises orientation geochemical sampling to determine the sampling medium most likely to "see" 
through the transported cover followed by systematic surface sampling of the entire project area.

El Salado
The El Salado Project comprises three M.D. applications covering an area of 195.6 sq km in the south-eastern 
Deseado Massif where a present day drainage has incised a thick valley fill of Patagonian gravels.

The properties were selected by MSA geologists on the basis that signatures in the regional magnetic data are 
similar to those at the Cerro Vanguardia vein field, located approximately 40km to the northwest. No outcropping 
Jurassic volcanic units have been located on the properties, however, the intensity of the magnetic features on the 
eastern and south-western margins of the properties suggests that the Patagonian gravel cover sequence is less 
than 25m thick. 

Lago Hermoso
The Lago Hermoso Project comprises one M.D. application over an area of 66 sq km in the south-western  
Deseado Massif.

The tenement covers a window incised into Tertiary aged volcanic cover on the western extrapolation of the        
"Manantial Espejo - Marta" trend.  In one of the more deeply eroded parts of this window, Aster satellite data 
indicate a zone of clay alteration located on the intersection of NW and ENE striking structures inferred from 
regional magnetic data.

At this stage no exploration is planned on the project area in the 2011-2012 field season.

Bagual
The Bagual Project comprises three cateo applications covering an area of 292.1 sq km near the town of Gobernador 
Gregores in the south-western Deseado.

The project area includes a narrow belt of exposed Jurassic age volcanic rocks along the north eastern boundary of 
the property block.  The remainder of the project area is covered by Tertiary to Recent aged alluvial gravels, terrace 
gravels and minor basalts.  Initial reconnaissance in 2010-2011 indicated that the gravel cover is prohibitively thick 
but the properties are retained under the MSA option agreement at no additional cost because of their proximity to 
the Manantial Espejo Ag-Au vein field, located only 5km to the north.

No exploration is planned on the project area in the 2011-2012 field season.
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Figure 9: Apex Project location map

AUSTRALIAN PROJECTS
Apex IOCG Target, Queensland
In late 2009 De Grey entered into a farm-in agreement with Teck Australia Pty Ltd under which De Grey could 
earn up to 100% interest in EPM14142, located north of Cloncurry in Northwest Queensland (Figure 9). 

EPM14142 covered a geophysical feature informally called the Apex Magnetic Complex, located 55km north 
of Xstrata’s Ernest Henry copper-gold mine and 90km south of Falcon Minerals/Anglogold Ashanti’s Saxby 
project, in the covered northern extension of the Eastern Succession of the Mount Isa Inlier.

A 1,035 station detailed ground gravity survey covering a 32.7 sq km area was completed in June 2010, 
confirming a significant gravity anomaly at Apex.

The coincident magnetic - gravity signatures at Apex were interpreted as being similar to those at Ernest Henry 
and occurring in an area of structural complexity immediately adjacent to the intersection of major, terrane-
bounding structures. The high-amplitude anomalies were thought to be due to magnetite associated with an 
IOCG-style alteration system or, alternatively, a mafic intrusive complex similar to that which hosts nickel-
copper mineralisation reported by Falcon Minerals at Saxby.
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Figure 10:  Drillhole location over TMI magnetic Image  
of Apex Magnetic Complex

Figure 11: Drillhole location over Residual gravity    
Image of Apex Magnetic Complex

A three dimensional geological model was created using computer modelling of the combined gravity-magnetic 
data to aid drill targeting.  

Two PCD rotary/diamond drill holes, APDD001 and APDD002, were completed in November-December 2010 
for a total of 1,126m.

Both holes intersected Proterozoic basement at 350-360m depth, as expected, and then encountered coarse-
grained melanogabbro and dolerite with locally intense magnetite, pyrite, epidote and "red-rock" albite  
(K feldspar) alteration that in places included quartz-carbonate-magnetite veins. Half-core samples of the 
basement rocks were submitted for multi-element assays in two metre intervals.  No significant assays were 
reported.

The magnetic and gravity anomalies were adequately explained by the combination of relatively high 
concentrations of magnetite and dense rock types encountered by drilling. The exploration model was 
adequately tested and De Grey withdrew from the Teck agreement prior to earning any interest in the property.
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Figure 12: De Grey’s Turner River Project

TURNER RIVER GOLD AND BASE METALS PROJECTS
Overview
The Turner River gold and base metals projects are located 60km south of Port Hedland in the Pilbara Region 
of Western Australia, covering a combined area of 1,000 sq km (Figure 12).  Tenements in the western portion 
of the project area are primarily prospective for gold mineralisation and include the Wingina Well gold deposit 
discovered in 2003.  The eastern portion of the project covers the VMS-style polymetallic mineralisation 
discovered in 2006.

In May 2011 De Grey entered into agreements with Lansdowne Resources Pty Ltd under which Lansdowne 
may earn up to 75% interest in each project. Lansdowne is an unlisted Australian company that intends to 
apply for admission to listing on the Australian Securities Exchange.

The Base Metals farm-out and joint venture agreement covers tenements in the eastern part of the Turner 
River project, site of high-grade Pb-Zn-Ag VMS-style mineralisation discovered by De Grey. Lansdowne may 
earn a 75% interest in the project by sole funding exploration expenditure of $1.5 million over 3 years.

The Gold farm-out and joint venture agreement covers tenements in the west of the Turner River project, 
containing the Wingina Well gold resource and the T1, Mt Berghaus, Brierly, Amanda and Edkins targets. 
Lansdowne may earn a 75% interest in the project by paying $99,000 at commencement and sole funding $2 
million exploration expenditure over 3 years.

De Grey has also granted Lansdowne an option to purchase a 75% interest in the Wingina Well gold resource in 
return for $1,000 payable upon signing and the issue of 2 million 20 cent shares in Lansdowne upon its listing 
on ASX.  The option period commences upon Lansdowne earning its interest in the Gold joint venture and is 
exercisable by payment of $4.1 million. The exercise price escalates by $15 for each $100 by which the gold 
price exceeds A$1,500 per ounce at the exercise date, the escalation payment being calculated based on ore 
reserve ounces.

Lansdowne is to manage work at both projects during the sole funding periods.

The farm-out and joint venture agreements specifically recognize Atlas Iron’s rights to iron ore over portions 
of both project areas, arising out of previous De Grey - Atlas agreements. De Grey’s residual rights under those 
agreements are excluded from the farm-outs, remaining entirely for De Grey’s benefit.
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Turner River Gold Exploration
Together with Lansdowne, the Company’s gold exploration strategy at Turner River remains focused on lo-
cating additional resources that would, in conjunction with the Wingina Well deposit, be sufficient to develop 
a profitable gold mining operation.

The current Wingina Well gold resource stands at 221,000oz (above 0.5g/t Au cut-off grade), 83% of which is 
in the Measured and Indicated JORC categories (Table 1).

Cut-off Measured Indicated Meas. + Ind. Inferred Total

Au g/t Mt Au g/t Mt Au g/t Mt Au g/t Mt Au g/t Mt Au g/t Au k.oz

0.5 1.70 1.54 2.45 1.28 4.15 1.39 1.0 1.3 5.11 1.34 221

0.6 1.50 1.68 2.10 1.40 3.60 1.52 0.8 1.5 4.40 1.47 208

0.7 1.32 1.81 1.81 1.53 3.13 1.65 0.7 1.6 3.80 1.60 195

0.8 1.17 1.95 1.56 1.65 2.73 1.78 0.6 1.7 3.29 1.73 183

0.9 1.05 2.08 1.34 1.78 2.39 1.91 0.5 1.9 2.86 1.86 172

1 0.94 2.21 1.16 1.91 2.10 2.05 0.4 2.0 2.50 2.00 161

1.1 0.84 2.34 1.01 2.04 1.85 2.18 0.3 2.1 2.20 2.13 150

1.2 0.76 2.47 0.88 2.17 1.64 2.31 0.3 2.3 1.93 2.26 141

1.3 0.69 2.60 0.77 2.31 1.46 2.45 0.3 2.4 1.71 2.39 132

1.4 0.62 2.73 0.67 2.44 1.30 2.58 0.2 2.5 1.52 2.52 123

1.5 0.57 2.86 0.59 2.58 1.16 2.71 0.2 2.7 1.35 2.66 115

Table 1:  Wingina Well 2009 MIK resource estimates

An updated preliminary economic evaluation of the resource undertaken in 2009 demonstrated that mining 
and treatment were viable on a cash operating costs basis but that costs of constructing the mine,  processing 
plant and ancillary facilities render the project marginal on a total costs basis at gold prices up to about 
A$1,500/oz. Capital costs require amortization across an increased resource base to reduce the total cost  
per ounce.

Figure 13: Wingina Well MIK block model and A$1,400/oz optimised pit shell, 2009
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Figure 14: Turner River Gold Project Exploration Potential

Several gold targets at a range of exploration stages have the potential to add to the current gold resource 
base at Turner River.

Advanced Stage Gold Targets
High-grade gold intersections have been reported previously from a series of prospects where additional infill 
RC drilling may define modest gold resources and deeper drilling may discover high-grade lodes amenable to 
underground mining. These include the Mt Berghaus, Edkins, Amanda and Amanda West Prospects (Figure 14).

Previous drilling at Mt Berghaus has identified gold mineralisation over a 6.5km strike length with intersections 
up to 11m at 36.4g/t gold from 4m in drill hole BGRC097 and 7m at 15.5g/t gold from 21m in BGRC001.
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Intermediate Stage Gold Targets
These consist of encouraging gold intersections returned from wide spaced aircore drilling over several hundred 
metres strike length in new areas yet to be tested by closer spaced RC programs. Prospects at this stage 
of exploration include the northern Mt Berghaus prospect where previously reported shallow aircore drilling 
returned intersections up to 20m at 1.33g/t from 8m and 8m at 1.90g/t gold from surface to end of hole over 
a 600m strike length.

Gold anomalism +1g/t has been defined by aircore drilling over a 1,500m strike length at the Brierly Prospect, 
located just 3km from the Wingina Well gold deposit. Intersections up to 5m at 7.74g/t gold from 14m on 200m 
spaced drill traverses remain untested by RC drilling.

These RC drill targets have immediate potential for the discovery of new gold resources.

Early Stage Gold Targets
The sand-covered strike continuations of known mineralised structures are attractive targets. Individual 
areas include the 4km long Brierly West target and strike extensions to the Mt Berghaus gold mineralisation  
(Figure 14). These areas are completely untested by drilling and as such have the potential to host significant 
gold mineralisation.

Forward Program
Lansdowne have advised that their initial work programs proposed for the September quarter of 2011 
will include diamond drilling at Mt Berghaus gold prospect, to obtain oriented core to enable better 
understanding of mineralisation controls, and RC drilling at Brierly gold prospect to follow up previous 
intercepts in air core drilling.
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Figure 15: Orchard Well drill coverage compared to a typical VMS camp

Turner River Base Metals Exploration
The eastern portion of the Turner River Project contains the volcanogenic massive sulphide-style (VMS-style) 
deposits discovered by De Grey in 2006 (Figure 12).  Intersections previously reported illustrate the high-grade 
nature of the polymetallic mineralisation and include:

Discovery Prospect: 	 17m at 4.64% Zn, 124g/t Ag, 1.84% Pb, 0.48g/t Au and 0.17% Cu from 165m  
	 in hole WARC024

Orchard Tank Prospect: 	 4.9m at 12.7% Zn, 331g/t Ag, 7.31% Pb, 2.54g/t Au and 0.35% Cu from 514.4m  
	 in hole WADH012

The steeply dipping, zinc-silver rich mineralisation is hosted within foliated, sericite-altered felsic schist that 
was originally felsic volcanic rocks.  The mineralisation features significant gold credits with drill intercepts 
commonly grading about 1.5g/t gold.  Six individual VMS prospects have been located at Turner River to date 
over a strike length of 18km.  

The mineralisation style is an attractive exploration target, commonly comprising high-grade, high value 
deposits that often occur in clusters within a particular stratigraphic horizon.  The regional long section in 
Figure 15 summarises some of the drill intersections returned to date from a 7km section of this strike length 
between the Hakea and Orchard Tank prospects and compares the scale of mineralisation and drill coverage 
to date with the Golden Grove belt, regarded as a typical VMS-style camp.  At all prospects drilled to date, 
mineralisation remains open down dip and in many cases also along strike.

In work proposed for the September 2011 quarter, Lansdowne propose to drill RC and pre-collared diamond 
core holes at Orchard Tank and Discovery VMS-style base metals prospects to test along strike and down-dip 
of previous Au-Ag-Pb-Zn drill intercepts.

Further exploration will be by staged programs to progressively increase drill coverage of the prospective  
stratigraphic horizon.
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PILBARA IRON PROJECTS
Beyondie Iron Ore Joint Venture
In April 2010, Emergent Resources Limited fulfilled requirements to earn 80% interest in the Beyondie Iron Ore 
Joint Venture, having sole-funded expenditure of $1.75 million. The joint venture terms leave De Grey with 20% 
free carried interest in the project to a decision to mine at which point the Company can decide whether to 
contribute to mine development costs or convert its interest to a royalty.

Emergent’s work at Beyondie has established an inferred resource of 561 million tonnes grading 27.5% Fe1 

in primary magnetite mineralisation and demonstrated that the mineralisation is amenable to processing to 
produce a commercial grade concentrate product. The resource is presently limited only by drill coverage and 
aeromagnetic data indicate potential to considerably expand the resource tonnage.

The Beyondie Iron Ore Joint Venture is a "split commodity" agreement under which De Grey retains rights to all 
minerals other than iron ore on the tenements that are subject to the joint venture.

Fortescue Island Iron
The Fortescue Island Iron Project comprises 
a single exploration licence application over 
378 sq km in shallow waters (predominantly 
less than 20m deep) approximately 70km 
west-southwest of the iron ore port of 
Dampier (Figure 16). The area is located 
less than 15km from the Balmoral South 
Magnetite Project (Australasian Resources) 
and the Sino Iron Project (Citic Resources 
Pacific) at Cape Preston.

Reprocessing of public domain aeromagnetic 
data suggests the potential for bedrock iron 
resources hosted by the seaward extensions 
of the Brockman Iron Formation, the unit 
that hosts the extensive Balmoral deposit 
which reportedly has potential to host 60 to 
100 billion tonnes of mineralisation with a 
grade of 30-31% Fe2.

The reprocessed aeromagnetic data clearly 
highlight potential for the Fortescue 
Island tenement to contain a greater 
cumulative strike length of Brockman Iron 
Formation than hosts the known Balmoral 
mineralisation (Figure 16). A series of 
interpreted low-angle thrust faults repeat 
the prospective stratigraphy.

De Grey retains the right to purchase a 
majority interest in the area from Geotech 
International Pty Ltd under an option-
to-purchase agreement. Exploration can 
commence upon the grant of the ELA
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1  Emergent Resources Limited Quarterly Report for the period ending 30 June 2010
2 According to section 18 of the JORC Code – reported by Hellman & Schofield Pty Ltd Oct 2005

Figure 16: 	 Proposed Balmoral Project open pits and magnetic units of  
	 Brockman Iron Formation extending into the Fortescue Island  
	 Project area. Contours show water depth.
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Figure 17: De Grey tenements and major mineral deposits in the Paterson area, WA

Mt Dove Royalty
De Grey has sold the rights to iron ore minerals on certain tenement areas in the Turner River Gold and Turner 
River Base Metal projects to Atlas Iron Ltd. The agreements provide for, variously, 1-2% gross value royalties 
payable to De Grey from future iron ore production by Atlas.

In 2008 a reconnaissance sampling program by De Grey demonstrated potential for hematite iron mineralisa-
tion at Mt Dove, in the western part of the Turner River project.  Subsequent work by Atlas has outlined an 
inferred resource of 2Mt @ 58.5% Fe3 at Mount Dove and progressed plans to mine the deposit in conjunction 
with mining of the nearby Wodgina iron resources.  

A mining lease was granted in August 2011 and Atlas has indicated that mining may commence in 2012,  
triggering the flow of royalty income to De Grey.

PATERSON PROJECT
The Paterson area of Western Australia is well endowed with gold, copper and uranium deposits that include 
the Telfer gold mine, Nifty copper mine, Kintyre uranium deposit and Maroochydore copper deposit (Figure 17).

Exploration efforts in the Paterson region have been given a fresh impetus with the overturn of the ban on 
uranium mining in WA, new regional datasets in the form of a government funded geophysical survey and new 
models of the genesis of base metal and uranium mineralisation proposed by Geoscience Australia. A signifi-
cant new copper discovery reported in late May 2010 at Encounter Resources’ BM1 Prospect has also raised 
the profile of this exciting frontier exploration region.

De Grey’s Paterson Project consists of 12 exploration licence applications, together with a joint venture with 
Raisama Ltd over a single EL application, covering a total area of 5,341 sq km of prospective ground. Five appli-
cations (1,718 sq km), containing significant early stage base metal and uranium exploration targets, lie south 
of the Rudall River National Park. The tenement applications lie entirely within determined Martu native title 
and De Grey is progressing toward exploration access and heritage agreements with Martu to allow exploration 
to commence.

These targets are discussed in more detail below, together with De Grey’s exploration partnership with the 
Martu People over parts of the Rudall River National Park.

3 Refer to Atlas Iron ASX release dated 1 September 2010
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Figure 18: Base metal exploration targets in the Throssell Range Basin, Paterson Project

Paterson Base Metal Targets
A compelling Nifty-style base metal exploration target is contained within De Grey’s tenement applications 
south of the Rudall River National Park.  There, a fault-bounded basin of Throssell Range Group sediments 
(host to the Nifty copper mineralisation) contains copper anomalism in at least two areas.

Limited lag sampling by CRA Exploration in 1993 identified lead-copper-silver-cobalt-barium that remains 
open along strike.  Only a small portion of the 15km x 7km basin has been tested by sampling (see Figure 18).  
The Nifty copper deposit to the north is hosted in Throssell Range Group sediments and was discovered by 
WMC Resources in 1980 when a lead-copper anomaly was identified through a similar lag sampling program.

Rock samples containing up to 1.7% copper are also reported from the same sedimentary sequence 6km to the 
north west of the lag anomaly.

The acquisition of this project gives De Grey the opportunity to complete the first systematic evaluation of this 
prospective sedimentary basin, initially using low cost surface sampling.

Telfer SE Project
During 2011 an exploration licence application was lodged for a further 358 sq km of ground north of Rudall River 
National Park, centred approximately 35km southeast of Newcrest’s Telfer gold mine and 25km southeast of the 
O’Callaghans tungsten deposit (indicated and inferred resources of 78Mt @ 0.33% WO3, 0.29% Cu, 0.50% Zn and  
0.25% Pb).  

The area has received little exploration attention in the past 10-12 years despite being on-trend from these 
substantial deposits. Prospective Proterozoic basement rocks of the Yeneena Basin extend beneath cover 
throughout the application area.
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Paterson Uranium Targets
Exploration activity for uranium in the Paterson region has increased significantly since the state government 
overturned the ban on the development of uranium deposits in November 2008. Canadian based Cameco 
Corporation, in 70:30 joint venture with Mitsubishi Development Pty Ltd, purchased the Kintyre uranium 
project from Rio Tinto in August 2008 for US$346.5 million and has commenced extensive drilling programs at 
the project and surrounding exploration tenements.

Figure 19: Uranium exploration targets in the Paterson Project

The Kintyre vein and hydrothermal uranium mineralisation is associated with lead, copper, bismuth and gold within 
the Yandagooge Formation of the Talbot Terrane. The distribution of mineralisation is controlled by faulting 
and the unconformity with overlying Yeneena Basin sediments. 

A uranium-prospective corridor defined by a series of uranium-gold-base metal occurrences within the Yandagooge 
Formation extends onto De Grey’s tenement application south of the Rudall River National Park, where it continues 
beneath sand cover for a strike length of 8km (Figure 19). 

In a geological setting analogous to that at Kintyre, the magnetic Yandagooge Formation is cut by faulting 
beneath sand cover (Figures 20a and 20b).  Prospectivity is further enhanced by high tenor lead-copper-bismuth-
uranium anomalism reported by previous explorers, representing an exciting uranium exploration opportunity 
for De Grey.
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Figures 20a and 20b: Geological analogue of the Kintyre Uranium Deposit (left) to De Grey’s Uranium Target (right)

WDLAC Exploration Joint Venture Agreement
In addition to the areas outside the park described above, De Grey, through wholly owned subsidiary Winterwhite 
Resources Pty Ltd, has applied for five exploration licences and has a joint venture over a total area of 3,265 
sq km within the Rudall River National Park.  The applications cover areas of the Rudall Complex prospective 
for uranium, base metal and gold mineralisation, and are centred about 35km south of the Kintyre uranium 
deposit.  Several occurrences of uranium, gold and base metals were identified by previous explorers in the 
1990’s but were not evaluated further due to access difficulties at the time.

In November 2007, Winterwhite entered into a Land Access and Mineral Exploration Agreement with the 
Western Desert Lands Aboriginal Corporation (WDLAC), the body authorised to represent the Martu People.  The 
agreement facilitates and supports Winterwhite’s applications and lays out agreed protocols for the conduct of 
any future mineral exploration in the area.

In May 2008 the Company entered into a Heads of Agreement for an exploration Joint Venture with WDLAC.  
That agreement, combined with the earlier Land Access and Mineral Exploration Agreement, commits WDLAC 
to supporting the grant of the tenements and sets out the conditions under which mineral exploration may 
proceed.

The Joint Venture commences upon grant of the tenements which, in turn, depends upon conclusion of 
negotiations between WDLAC and the WA State Government over the conditions that will apply to Martu’s title 
proposed under the Indigenous Conservation Title Bill 2007.

PROJECT ACQUISITION ACTIVITY
The Company continually reviews and evaluates exploration and 
project acquisition opportunities, aiming to upgrade the quality 
and value of the project portfolio.  The preference is for early stage 
exploration projects in well endowed but under explored geological 
regions or an advanced project with exploration upside.  The first 
selection criterion is always technical merit; the project has to have 
potential to be a company maker.

Quality advanced projects are increasingly rare, competition for them 
is very strong and they commonly command unrealistic premiums.  
In most instances, the best value for shareholders remains to be had 
from exploration in well-endowed terranes where there is potential 
for company maker virgin discoveries.

The information in the report to which 
this statement is attached that relates to 
mineralisation and exploration results is 
based on information compiled by Mr Glenn 
Martin, who is a Member of the Australasian 
Institute of Mining and Metallurgy.  Mr 
Martin has sufficient experience which 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 JORC Code Edition of 
the “Australasian Code for Reporting of 
Exploration Results, Mineral Resources and 
Ore Reserves".  Mr Martin consents to the 
inclusion in the report of the matters based 
on his information in the form and context 
in which it appears.
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De Grey Mining Limited

Suite 4, 100 Hay Street Subiaco WA 6008

Telephone: +61 8 9285 7500

Facsimile: +61 8 9285 7599

Website: www.degreymining.com.au
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