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Castle Hill Resources NL (“Castle Hill”) was one of the registered 

holders of Mining Lease 21/71 (“the Lease”). 

 
On 16 October and 3 November 2000 the Lease was transferred to Big 

Bell Gold Operations Pty Ltd (“Big Bell”). 

 

The Lease is located in the Shire of Cue at a location known as Webb’s 

Patch and is about 48.25 ha in area.  The minimum expenditure required upon 

the lease in each expenditure year is $10,000.00. 

 

On 3 May 2000 Castle Hill applied for an exemption from expenditure 

conditions (“Exemption”) for the expenditure year ending 11 March 2000(“the 

Expenditure Year”) relying upon Sections 102 (2) (b), (e), and, (3) of the Mining 

Act. 

 

On 10 May 2000, Murchison Mining Company Pty Ltd (“Murchison”) 

lodged a plaint (“Plaint”) against the Lease claiming that Castle Hill had not 

complied with Regulation 31 of the Mining Regulations for the Expenditure 

Year  and  that such non-compliance is of sufficient gravity to warrant forfeiture 

of the Lease pursuant to Section 98 of the Mining Act. 

 

Further, Murchison lodged an objection 28/990 (“the Objection”) on 29 

May 2000 seeking that the Warden with hold his recommendation for exemption 

on the following grounds: 

 

“During the last two years, the holder has applied for exemption from 

expenditure conditions based on the grounds that time was required to evaluate 

past work done, plan future exploration or raise capital therefore (Sec. 102 (2) 

(b) (e) and for any reasons, which, in the opinion of the Minister are justified) 
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The applicant has not done any exploration or other work on the ground of this 

mining lease in the 2 years and that there is no future plans for exploration or 

expenditure on mining lease M 21/71. 

 

The objector believes that the lease contains economic deposits of gold 

and should be worked for this purpose”. 

 

Evidence in respect to the Exemption, Plaint and Objection were heard at 

the same time. 

 

Castle Hill called Peter Charles Eton (“Eton”) a geologist from Perth 

employed by Saracen Mineral Holdings who conduct technical management on 

behalf of various companies including Castle Hill.  Eton has worked as a 

geologist for about 20 years and I accept he has considerable experience in this 

field. 

 

The origins of the Lease and the area known as Webb’s Patch Eton go 

back, it seems, to early 1991 or 1992 when a joint venture, apparently known as 

the Webb’s Patch Joint Venture, was formed. 

 

Over a period of years the joint venture partners changed from time to 

time.  From 1992 to 1994 the area was mined in operation known as the 

Tuckabianna Gold Mine by Newcrest Mining Limited. 

 

In 1994 the Tuckabianna Gold Mine and its adjacent tenements were 

sold to Castle Hill who continued to mine that area until mid 1996.  At that stage 
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mining ceased, but milling of stock piled ore continued until April 1997.  These 

tenements held by Castle Hill contained the Lease.   

 

Exploration of the Lease continued during the years 1994 to 1997 and 

some $90,000.00 was spent.  Much of the exploration in this area comprised of 

the percussion drilling of the Lease.  Further exploration of the tenements within 

the area of the Webb’s Patch Joint Venture was conducted. 

 

After August 1998, attempts to sell the entire Webb’s Patch Tenements 

by Castle Hill was without success as there existed some 250 square kilometres 

of tenements. 

 

A decision was made by Castle Hill to relinquish many of the “non-core” 

tenements and retain only the tenements containing the infrastructure and all 

known resources. 

 

Following relinquishment of the non-core tenements the area held in 

tenements reduced to 49 square kilometres, which included the Lease. 

 

Further exploration and review of technical information was conducted 

on the Lease by Peter Bleekley (“Bleekley”) a geologist who discovered a small 

resource of some 24000 tonne of ore yielding approximately 6.84 grams per 

tonne of gold or about 5000 ounces of gold (“the Resource”).  This occurred in 

about August 1999. 

 

In December 1999, Castle Hill attempted to sell the tenements, including 

the Lease, and did so after some time to Big Bell. 
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Although the Resource was discovered, Castle Hill regarded it as being 

uneconomic as the treatment mill for Tuckabianna had been closed for 2 years.  

The Resource and other ore bodies in the area are said by Eton to require further 

exploration or are located in such a position within the ground that they need 

mining by underground means, something which was not within the capacity of 

Castle Hill.  Alternatively, the further development requires a complete stripping 

back of existing open cut mines to get to the ore body. 

 

According, to Eton that creates a situation that is uneconomic for Castle 

Hill to consider and to mine.   

 

Further, Eton said that the Resource maybe economic if Big Bell was 

able to further prove up the nature and extent of the Resource with other 

reserves in the area and to then truck the ore to its mill some 50 kilometres 

away.  Clearly, the evidence led from Eton in both examination in chief and 

cross examination suggested that whilst the Resource has been identified, it was 

not the case that at this stage it could be regarded as economic to mine by 

anyone without further exploration, drilling, significant mining activity and 

suitably located plant.   

 

The Resource identified, whilst rich in grade, does not of itself mean it is 

economic to mine without significant further investigation. 

 

Eton gave further evidence of and was cross-examined as to the content 

of the Form 5 Reports of Expenditure on the Lease for the past several years. 

 

Castle Hill has applied for and been granted exemptions for the two 

preceding exemption years in respect to the Lease.  Eton explained in his 
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evidence that the expenditure allocated to the Lease and contained in a schedule 

of expenditure for the Tuckabianna Gold Project consisted of actual and an 

apportioned expenditure.  The actual expenditure was that which could be 

directly allocated to having been spent on the Lease.  The apportioned 

expenditure was that which was expended on the entire Tuckabianna Gold 

Project and related to all the tenements comprised in the area including the 

Lease.   That amount expended was then apportioned based on the percentage on 

the portion of the total area of the project that the tenement involved. 

 

In my opinion, such method of apportionment of expenditure where an 

area of some 49 square kilometres is subject to mining and further exploration is 

the only simple and effective method of accounting for expenditure.  

Expenditure on such things as geological surveys on large areas containing 

many tenements can not simply be allocated to a specific tenement.  I don’t 

consider that this method of apportionment of expenditure should not apply to 

multiple tenements in the same area simply because it does not comply with 

areas known as project areas under the Mining Act.   

 

Castle Hill also called evidence from Steven Peter Sugden (“Sugden”), 

the Exploration Manager for Big Bell.  Sugden is by profession a geologist.  

Sugden confirmed in his evidence that the Resource area identified by Castle 

Hill was not able, at this time, to be said to be economic without further 

exploration and assessment.   

 

Big Bell has commenced further exploration activities in the Webb’s 

Patch area and has commissioned a study by private consultants.  However, 

according to Sugden, because of the Plaint lodged by Murchison, Big Bell has 

not proceeded to assess the economics of proceeding with this project.   
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Ronald Francis Pawson (“Pawson”) a Director of Murchison gave 

evidence of his involvement with the Lease and the Webb’s Patch area.  Pawson 

said in his evidence, which consisted mainly of summary of his observations of 

what he saw on the Lease during his various visits, that he disputed much of the 

evidence of Eton as to the expenditure claimed by Castle Hill.   

 

However, in cross-examination by Mr Lawton acting on behalf of Castle 

Hill, Pawson said he could not say or produce any evidence that any of the 

expenditure claimed or referred to by Castle Hill had not been made. 

 

Pawson did say that he believed the prior application for exemption 

obtained by Castle Hill suggested that the Resource had been identified as far 

back as 1998 and was not exploited as it was uneconomic.   

 

I accept the credibility and truthfulness off all the witnesses called to 

give evidence in this matter.  Each witness gave their evidence to the best of 

their knowledge and belief.   

 

In dealing with the exemption application by Castle Hill it is necessary 

for me to deal with each ground for exemption. 

 

1.  TIME REQUIRED TO EVALUATE WORK DONE AND TO PLAN 

FUTURE EXPLORATION – SECTION 102 (2) (b) 

 

In my opinion, there is sufficient evidence produced to me by Castle Hill 

to support the contention that further exploration work is required upon the 

Lease.   
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Although it is clear that, Castle Hill after 1998, sought to divest itself of 

the Lease, it is not the case, in my opinion, that all works ceased upon the Lease.  

Evidence was produced that suggests further evaluations of geological data 

continue with the intention of providing additional information to assist in the 

sale of the Lease or its future exploration by others.  The result was the apparent 

discovery of the Resource or at least its rediscovery.  Despite the fact that 

exemptions for similar reasons appear to have been made in the preceding two 

years, I am of the opinion that the location of the Resource, was such that the 

recovery of the ore would be both difficult and expensive without thorough and 

exhaustive planning and evaluation. 

 

Accordingly, I find that Castle Hill makes out this ground for exemption. 
 
2. THE GROUND CONTAINING A MINERAL DEPOSIT WHICH IS 

UNECONOMIC BUT COULD  REASONABLY BE EXPECTED TO 

BECOME 

 

ECONOMICAL IN THE FUTURE – SECTION 102 (2) (e) 
  

There is, in my opinion, clear and undisputed evidence by Eton and 

Sugden that the Lease contains gold which is at this time uneconomic to mine 

but may after further exploration become economic to mine.  The deposit of 

gold, whilst high in grade is, in its present location, uneconomic to exploit 

without it being further evaluated.  Clearly, Castle Hill has exploited this area to 

the extent of its technical ability.  Castle Hill has sought to dispose of those 

tenements that are either “non-core” or are uneconomic for it to exploit 

including the Lease.  No evidence was produced by Murchison at all that was a 

considered or convincing alternative view as to the profitability of the Lease in 
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the future.  See BHP MINERALS LTD V WEBTOX PTY LTD (1987) 6 

AMPLA BULL 72.  The only conclusion in those circumstances that I can reach 

is that, when viewed objectively, at this time is that no person or company could 

economically mine the Resource on the Lease see RE: PLUTONIC ex-parte 

ROBERTS [1999] WA SCA 133.   

 

      ANY REASON WHICH IN THE OPINION OF THE MINISTER ARE 

JUSTIFIED - SECTION 102 (3)  

 

In my opinion, the Exemption application raises many other reasons, 

which the Hon. Minister would respectfully consider to justify granting the 

relief, sought. 

 

Clearly, the Lease contains a valuable resource, which with further 

exploration and planning, may be capable of exploitation.  Technical expertise 

beyond the capability of Castle Hill’s experience with open cut operations may 

cause the reopening of nearby closed mines by commencing underground 

operations.  If that were to occur the Resource now contained upon the Lease 

may become economic to exploit.  It would appear that Big Bell would have the 

technical capacity to mine the area if it requires underground mining but it has 

not established whether it is economically viable to do so at this stage. 

 

In my opinion the grounds for the grant of the Exemption from 

expenditure conditions in application 384/990 have been made out. I would 

recommend that the Exemption sought should be granted and the Objection to 

the  Exemption  is dismissed. 
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The Plaint alleging non-compliance with expenditure conditions by 

Castle Hill in respect to the Lease should in my opinion be dismissed.   

 

Murchison produced the Form 5 Report on Expenditure by Castle Hill 

for the Expenditure Year into evidence.  The Form 5 having been produced into 

evidence by the Murchison is a statement against interest and the matters 

contained in the Form 5, which are favorable to Castle Hill’s case, is also in 

evidence and I am entitled to treat the whole of that document as evidence of the 

truth of its contents.  See RE:  WARDEN  PM HEANEY SM ex-parte FLINT V 

NEGUS MINERALS NL  FULL COURT SCWA 970065 26 FEBRUARY 

1997. 

 

I accept in whole the content of the Form 5 as truthful. I likewise do so 

in respect to the content of the Schedule of Expenditure for the Tuckabianna 

Gold Project. 

 

The obligation to establish a prima facie case of non-compliance with 

expenditure conditions is upon the Plaintiff, in this case Murchison see 

COMMERICAL  NOMINEES PTY LTD AND ANOR V ITALO NOMINEES 

PTY LTD  FULL COURT SCWA NO 2131 OF 1988, 16 DECEMBER 1998. 
 

The admission by Pawson that he can not dispute or prove that Castle 

Hill made the expenditure claimed in its Form 5 fails, in my opinion; to establish 

the prima facie case so required.  For those reasons I would dismiss the Plaint.  
 
Accordingly, I would make the following orders: 

 

Objection No 28/990 to application for exemption from expenditure conditions 

No 384/990 affecting M 21/71 be dismissed: 
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Application for exemption from expenditure conditions No 384/990 affecting M 

21/71 be recommended to the Hon. Minister for grant:   

 

Plaint No 47/990 against M 21/71 be dismissed. 

 

 

 
 
   
 
STEPHEN WILSON 
WARDEN 
MOUNT  MAGNET 
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