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Highlights 

 

• Scoping Study finds Koka Gold Deposit at the Zara Project in Eritrea 

has the potential to be financially robust based on a gold price of 

US$800 an ounce 

 

• Koka forecast to produce an average of 110,000oz per year at a cash 

cost of US$424 an ounce 

 

• Results from in-fill drilling continue to confirm the continuity and high 

grade nature of the Koka mineralisation 

 

• Close to 80% of in-fill drilling program now completed with further 

assays pending 

 

• Detailed planning underway for exploration drilling at priority Koka 

East and Koka South prospects following completion of in-fill drilling 

program at Koka 
 

 
 

 
    

 

 

 

 

 

 

 

 

 

 

    INVESTMENT HIGHLIGHTS 

  

Overview 

 

The December 2009 Quarter was a pivotal period for Chalice Gold Mines 

Limited (ASX: CHN) with substantial progress achieved at its 80%-owned Zara 

Gold Project in northern Eritrea, east Africa.  

 

This included the completion of an independent Scoping Study based on the 

flagship Koka Gold Deposit (JORC resource of 5.04Mt @ 5.8g/t for 944,000oz) 

and the commencement of in-fill drilling which has so far delivered excellent 

results.  

 

The Company also expanded its strategic exploration footprint in this largely 

under-explored region during the Quarter and laid the foundations for a 

significantly expanded regional exploration campaign in 2010 targeting highly 

prospective areas in close proximity to the Koka Deposit. Priority targets 

include the Koka East and Koka South prospects, which lie in a similar 

geological setting to the Koka Deposit and offer good potential to discover 

repeats of this mineralisation. 

 

 

 

 

 

 

 

 

 

High grade gold deposit 

(944,000 oz @ 5.8 g/t) 

 

Scoping study completed 

 

Feasibility study by Mid-2010 

 

Medium term production 

potential 

 

Large underexplored ground 

position with potential for 

discovery of additional 

resources 
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1. Zara Gold Project – Koka Feasibility Study Update 

 

Significant progress was achieved during the Quarter with the completion of an independent Scoping 

Study undertaken by Lycopodium Minerals. On the strength of these results, Chalice has proceeded 

to a full Feasibility Study, which it expects to complete by mid-2010, based on forecast annual gold 

production of 110,000 ounces at a cash cost of US$424 an ounce over a six-year life. 

 

As a key component of the Feasibility Study, a 5,000m in-fill diamond core drill program commenced 

during the Quarter and is currently nearing completion. This will improve resource confidence and 

will be incorporated into a new resource model prior to completion of the Feasibility Study. 

 

In addition, a five-hole geotechnical program designed to provide data on ground conditions in the 

pit highwall will commence shortly. This may potentially allow the re-optimisation of the pit shells to 

incorporate steeper pit walls and hence significantly improve the economics of the project. 
 
1.1  Scoping Study Results 

 

In October 2009, the Company announced the results of an independent Scoping Study undertaken 

by Lycopodium Minerals. The Scoping Study estimates that the Koka Gold Project will have capital 

costs of US$97.8 million and average cash operating costs of US$424 per oz over a project life of 

approximately six years, with annual production averaging approximately 110,000 oz per annum.  

 

Koka has the potential to be a financially robust project based on gold price of US$800 per ounce – 

well below the current spot price. The cash costs will be low by world standards and the mining and 

processing will be relatively straightforward, providing low project technical risk. Key parameters of 

the project as outlined in the Scoping Study are as follows: 

 

Parameter  

Average gold production ~110,000 oz per annum 

Life of mine ~ 6 years 

Total capital costs US$97.8 million 

Total cash costs US$424 per oz 

Total gold mined 712,000 oz 

Gold recoveries 95% 

Gold produced 677,000 oz 

Plant capacity 500,000 tpa 

Mining costs US$241 per oz 

Processing costs US$169 per oz 

G&A costs US$14 per oz 

Total mined 45.3 million tonnes 

Ore milled 3.4 million tonnes 

Strip ratio 12.4 

Table 1: Scoping Study Parameters 

 

The parameters exclude any funding costs, taxation and royalties. 
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The Project is 80% owned by Chalice Gold Mines and 20% owned by Dragon Mining Limited. The 

Government is entitled to a 10% free carried interest. In addition, the Government has the right to 

purchase up to a further 30% in the Project based on an independently determined NPV. 
   

1.2 Koka In-fill Drilling Results 

 

Assays have been received from six holes from the planned 31-hole, 5,000 metre in-fill diamond 

drilling program designed to bring further confidence to the high-grade mineralisation of the Koka 

Main Zone and to be used as part of the final resource estimation for the Koka Feasibility Study. A 

total of 24 diamond drill holes have now been completed (see Figure 2). 

 

Results received to date from the in-fill drilling program have all achieved significant intersections of 

quartz stockwork mineralisation within the Koka Main Zone and continue to support the robust, 

high- grade nature of the deposit. Significant intersections from the first six holes are tabulated in 

Table 1 below: 
 

Hole Depth 

(m) 

North 

(Local) 

East 

(Local) 

Azimuth 

(°) 

Dip 

(°) 

From 

(m) 

To 

(m) 

Interval 

(m) 

Gold 

(g/t) 

ZARD128 170.1 9740 4960 102 -52 44 75 31 6.48 

including      44 46 2 38.22 

including      52 55 3 18.68 

      79 82 3 7.78 

      104 108 4 3.25 

      116 117 1 31.48 

      143 144 1 100.54 

ZARD 129 113 9740 4980 102 -50 10 19 9 6.13 

      32 40 8 9.47 

ZARD 130 98 9740 5000 102 -52 6 12 6 26.92 

      29 46 17 4.66 

ZARD 131 102.4 9700 5000 102 -50 17 20 4 5.15 

      23 29 6 3.17 

      42 53 11 4.68 

      68 69 1 11.02 

      90 92 2 27.78 

ZARD 132 101.9 9620 5000 102 -51 9 27 18 29.30 

including      9 11 2 49.14 

including      14 15 1 71.28 

including      18 19 1 188.25 

including      24 27 3 45.15 

      41 43 2 5.57 

      50 53 3 13.02 

ZARD 134 99.5 9660 5000 102 -51 5.70 12 6.3 9.93 

      23 24 1 21.70 

      38 39 1 20.25 

      45 56 11 8.29 

 
Table 1: Significant Koka Deposit Diamond Drill Assay Intercepts 

 

Note: The metres quoted are down hole metres and gold grades are uncut with up to 2 metres of 

internal dilution (<0.25g/t gold). All samples are prepared at the Africa Horn Laboratory in Asmara, 

Eritrea and then analysed by Genalysis Laboratories in Perth, Western Australia. 

 

Following completion of the in-fill drilling program the drill rigs will focus on exploration of the 

nearby Koka South and Koka East zones. Detailed planning for these exploration programs has 

commenced. 
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1.3  Regional Exploration 

 

High resolution Aster and Quickbird satellite imagery has been acquired over the Company’s granted 

tenements at the Zara Project to supplement previously acquired Landsat imagery.  

 

A detailed litho-structural interpretation has commenced using these various sets of imagery which 

will be integrated with previously reported alteration mapping (see ASX Release dated 19 October 

2009).  This work will provide a basis for planning and prioritisation of regional drainage geochemical 

sampling and prospecting activities to commence during the March 2010 Quarter.   

2. Investment in London Africa 

 

During the Quarter, Chalice invested in the United Kingdom-based company London Africa Limited 

(“London Africa”) (www.londonafrica.co.uk), which holds a number of Prospecting Licences in 

Eritrea. Chalice has subscribed for 1.6 million shares in London Africa at 12.5p per share for 

GBP200,000 (A$358,000) giving Chalice an 11.8% interest in the company. The funds will be applied 

to a work program currently being undertaken and managed by London Africa. 

 

The London Africa tenements cover 1,562 square kilometres in the prospective Akordat-Orata area in 

Eritrea, which lies immediately south of Chalice’s Zara Project. This increases the Company’s strategic 

footprint in this highly prospective region of northern Eritrea.  

 
3. Australian Projects 

 

Wilga Gold Project (100% Chalice) 

 

During the Quarter, Chalice agreed to sell its interest in the Wilga Joint Venture to AngloGold Ashanti 

Australia Limited (“AGAA”) for $20,000.  In addition, a 1.5% Net Smelter Return interest will be 

retained in possible future production capped at $1.5 million.  

 

Yandeearra Project (100% Chalice) 

 

Following the election by Atlas Iron Limited (“Atlas”) to withdraw from an option agreement to 

acquire the iron ore rights at the Yandeerarra Project in the West Pilbara, the Company has 

rationalised the project ground position to a single Exploration Licence covering the area most 

prospective for gold mineralisation.  

 

Under the terms of the option agreement with Atlas, $125,000 worth of Atlas shares were received 

as compensation for withdrawing from the option agreement. These shares have been subsequently 

sold for a small profit. 

 

Gnaweeda Gold Project (70% Teck, 30% Chalice) 

 

Teck Resources Limited (“Teck”) has advised that they have exercised the second option under the 

terms of the option agreement by incurring expenditure of $1,500,000 and have therefore earned a 

70% interest in the Gnaweeda Gold Project. Chalice may either form a joint venture and contribute 

pro rata to the ongoing exploration or dilute its interest. The Company is currently considering its 

position. 

 

As previously advised, Teck has entered into an exclusivity agreement with TSX Venture Exchange 

listed company Kent Exploration Inc. (“Kent”) which contemplates Kent earning 100% of Teck’s 

interest in the project by spending $3 million, subject to Teck retaining a 75% claw-back. 
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4. Corporate 

 

At 31 December 2009, the Company had cash on hand of approximately $7.3 million. Please refer to 

the attached Appendix 5B for further details. 

 

 

 

 
 

Doug Jones 

Managing Director 

 

29 January 2010 

 

 
Competent Persons Statement 

 

The information in this report that relates to Exploration Results is based on information compiled by Dr Doug Jones, a full-

time employee and Director of Chalice Gold Mines Limited, who is a Member of the Australasian Institute of Mining and 

Metallurgy and is a Chartered Professional Geologist. Dr Jones has sufficient experience in the field of activity being 

reported to qualify as a Competent Person as defined in the 2004 edition of the Australasian Code for Reporting of 

Exploration Results, Minerals Resources and Ore Reserves, and consents to the release of information in the form and 

context in which it appears here. 

 

The Independent Resource Estimate for the Koka Gold Deposit was prepared by Mr Brian Wolfe, whilst employed as a 

Specialist Resource Geologist for Coffey Mining Pty Ltd. Mr Wolfe, who is a Member of the Australasian Institute of Mining 

and Metallurgy, has sufficient experience in the field of Resource Estimation to qualify as a Competent Person as defined in 

the 2004 edition of the Australasian Code for Reporting of Exploration Results, Minerals Resources and Ore Reserves, and 

consents to the release of information in the form and context in which it appears here. 

 

The break-down between Indicated and Inferred Resource categories at the Koka Gold Deposit is as shown in the Table 

below. 

 
 

Category 

Lower 

grade cut-

off (g/t) 

Tonnes  

(Mt) 

Gold 

 (g/t) 

Metal  

(koz) 

Indicated 1.2 4.55 5.9 867 

Inferred 1.2 0.49 4.9 77 

Total 1.2 5.04 5.8 944 
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Figure 1 – Zara Project Location Map 
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                               Figure 2 – Zara Project – Koka Drill Hole Location Plan 
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Rule 5.3 

Appendix 5B 
 

Mining exploration entity quarterly report 
Introduced 1/7/96.  Origin:  Appendix 8.  Amended 1/7/97, 1/7/98, 30/9/2001. 
 

 
Name of entity  

CHALICE GOLD MINES LIMITED 

 
ABN  Quarter ended (“current quarter”) 

47 116 648 956  31 DECEMBER 2009 

 

Consolidated statement of cash flo0ws 

 
Cash flows related to operating activities 

 

Current quarter 
$A 

 
(000’s) 

Year to date 
(6  months) 

$A 
(000’s) 

1.1 Receipts from product sales and related debtors 
 

41 90 
 

1.2 Payments for (a) exploration and evaluation 
 (b)  development 
 (c)  production 
 (d)  administration (see 1.25 below) 

(1,517) 
- 
- 

(1,004) 

(3,322) 
- 
- 

(1,508) 
1.3 Dividends received - - 
1.4 Interest and other items of a similar nature received 56 122 
1.5 Interest and other costs of finance paid - - 
1.6 Income taxes paid - - 
1.7 Other – Merger and restructuring costs (see 1.25 

below) 
Other - GST 

98 
 

(120) 

(636) 
 

(120) 

  
Net Operating Cash Flows 

 
(2,446) 

 
(5,374) 

  
Cash flows related to investing activities 

  

1.8 Payment for purchases of: (a)prospects  
 (b)equity investments     

 (c)other fixed assets 

- 
(373) 
(132) 

- 
(1,583) 

(291) 
1.9 Proceeds from sale of: (a)prospects  

 (b)equity investments  
 (c)other fixed assets 

415 
133 

- 

415 
133 

- 
1.10 Loans to other entities - - 
1.11 Loans repaid by other entities - - 
1.12 Other –cash acquired on completion of merger - 252 

  
Net investing cash flows 

 
43 

 
(1,074) 

1.13 Total operating and investing cash flows (carried 
forward) 

 
(2,403) 

 
(6,448) 
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Cash flows related to financing activities 
  

1.14 Proceeds from issues of shares, options, etc. (net) - 4,135 
1.15 Proceeds from sale of  shares - - 
1.16 Proceeds from borrowings - - 
1.17 Repayment of borrowings - - 
1.18 Dividends paid - - 
1.19 Other   21 (32) 

 
Net financing cash flows 

 
21 

 
4,103 

  
Net increase (decrease) in cash held 
 

 
(2,382) 

 
(2,345) 

 
1.20 Cash at beginning of quarter/year to date 9,661 9,624 
1.21 Exchange rate adjustments to item 1.20 (9) (9) 

1.22 Cash at end of quarter 
7,270 7,270 

Payments to directors of the entity and associates of the directors 
Payments to related entities of the entity and associates of the related entities 

 Current quarter 
$A 

 
1.23 

 
Aggregate amount of payments to the parties included in item 1.2 

 
175,000 

 
1.24 

 
Aggregate amount of loans to the parties included in item 1.10 

 
- 

 
1.25 
 

 
Explanation necessary for an understanding of the transactions 
 

 
 

Item 1.1 – cash inflow includes fees charged to Liontown Resources Limited under a corporate 
services agreement for the sharing of office overhead costs. 
 
Item 1.2 (d) – payments for administration are higher than in previous periods due to the increased 
scale of operations as a result of the merger with Sub-Sahara Resources.  
 
Item 1.7 – includes one off merger and restructure costs, including but not limited to legal fees, 
corporate advisory fees, contract termination costs and redundancy costs in relation to the merger 
with Sub-Sahara Resources. 
 
Item 1.8 (b) – cash out flow consists of $1,210,000 for the acquisition of Yolanda International 
Limited (holder of an 11.12% interest in the Zara Project in Eritrea) and payment for an investment 
in London Africa Limited.  
 
Amounts paid to related parties in 1.23 include remuneration, directors fees, consulting fees and 
reimbursements of expenses to directors. 
 

 

Non-cash financing and investing activities 

2.1 Details of financing and investing transactions which have had a material effect on consolidated 
assets and liabilities but did not involve cash flows 
 

 During the period, the Company completed a merger with Sub-Sahara Resources NL. Approximately 
48.3 million Chalice Gold Mines shares were issued to the security holders of Sub-Sahara Resources 
as consideration to effect the merger. 
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2.2 Details of outlays made by other entities to establish or increase their share in projects in which the 

reporting entity has an interest. 
 

Teck (Australia) (“Teck”) has advised that it has earned its 70% interest in the Gnaweeda Project 
in the December 2009 quarter by spending $1.5 million. Teck has also entered into an exclusivity 
agreement with TSX Venture Exchange listed company Kent Exploration Inc. (“Kent”) which 
contemplates Kent earning 100% of Teck’s interest by spending $3 million, subject to Teck 
retaining a 75% claw-back. 
 
Anglogold Ashanti has acquired the Wilga Gold Project for $20,000 during the quarter.  
 

 

Financing facilities available 
Add notes as necessary for an understanding of the position. 

 

  Amount available 
$A 

Amount used 
$A 

3.1 Loan facilities  
 

Nil Nil 

3.2 Credit standby arrangements 
 

Nil Nil 

 
Estimated cash outflows for next quarter 

  $A (000’s) 

4.1 Exploration and evaluation 

 
3,000 

4.2 Development 
 

- 

  
Total 

 
3,000 

 

 

Reconciliation of cash 

Reconciliation of cash at the end of the quarter (as shown in 
the consolidated statement of cash flows) to the related items 
in the accounts is as follows. 

Current quarter  
$A 

(000’s) 

Previous quarter 
$A 

(000’s) 

5.1 Cash on hand and at bank  1,202 6,624 

5.2 Deposits at call 
6,068 3,037 

5.3 Bank overdraft 
- - 

5.4 Other (Bank Guarantee) 
- - 

 
Total: cash at end of quarter (item 1.22) 7,270 9,661 
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Changes in interests in mining tenements 
 
6.1 Interests in  

mining 
tenements 
relinquished, 
reduced or lapsed 

Tenement 
reference 

Nature of interest 
(note (2)) 

Interest at 
beginning 
of quarter 

Interest at end 
of quarter 

  E39/1003 
P39/4890 

Sale of Wilga Gold Project to 
Teck Resources 

100% 0% 

  E47/0591 Yandeearra - relinquishment 100% 0% 

  E47/1041 Yandeearra - relinquishment 100% 0% 

  E47/1161 Yandeearra - relinquishment 100% 0% 

  E47/1162 Yandeearra - relinquishment 100% 0% 

  E47/1163 Yandeearra - relinquishment 100% 0% 

  E47/1164 Yandeearra - relinquishment 100% 0% 

  E47/1165 Yandeearra - relinquishment 100% 0% 

  E47/1166 Yandeearra - relinquishment 100% 0% 

  E47/1207 Yandeearra - relinquishment 100% 0% 

  E47/1245 Yandeearra - relinquishment 100% 0% 

 
6.2 Interests in 

mining 
tenements 
acquired or 
increased 

Tenement 
reference 

Nature of interest 
(note (2)) 

Interest at 
beginning 
of quarter 

Interest at end 
of quarter 

  Nil    
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Issued and quoted securities at end of current quarter 
Description includes rate of interest and any redemption or conversion rights together with prices and dates. 
 

 Total number  Number quoted Issue price per 
security (see 
note 3) (cents) 

Amount paid up 
per security (see 
note 3) (cents) 

7.1 Preference +securities  
(description)  

Nil Nil Nil Nil 

7.2 Changes during quarter 
(a)  Increases through 

issues 
(b)  Decreases through 
returns of capital, buy-

backs. 

N/A N/A N/A N/A 

7.3 +Ordinary securities 137,420,537 137,420,537 N/A N/A 

7.4 Changes during quarter 
(a)  Increases through 

issues 
 
 
 
 

(b)  Decreases through 
returns of capital. 

 
 

16,300,000 
 

48,320,537 
 
 
 

Nil 

 
 

16,300,000 
 

48,320,537 
 
 
 

Nil 

 
 

$0.27 
 

Scheme of 
Arrangement 

and merger 
 

N/A 

 
 

$0.27 
 

Scheme of 
Arrangement and 

merger 
 

N/A 

7.5 +Convertible debt 
securities (description)  

Nil Nil N/A N/A 

7.6 Changes during quarter 
(a)  Increases through 

issues 
(b)  Decreases through 

securities matured. 

Nil Nil N/A N/A 

7.7 Options  (description 

and conversion factor) 
 
 

5,575,000 
500,000 
250,000 
500,000 
750,000 

1,250,000 
1,250,000 

 

 
 

Nil 
Nil 
Nil 
Nil 
Nil 
Nil 
Nil 

Exercise price 
 

$0.25 
$0.25 
$0.20 
$0.20 
$0.50 
$0.35 
$0.45 

Expiry date 
 

21 March 2011 
1 December 2012 

11 December 2012 
31 July 2013 

1 September 2012 
31 March 2014 
31 March 2014 

 

7.8 Issued during quarter 750,000 
1,250,000 
1,250,000 

Nil 
Nil 
Nil  

$0.50 
$0.35 
$0.45 

1 September 2012 
31 March 2014 
31 March 2014 

 

7.9 Exercised during 
quarter 

Nil Nil N/A N/A 

7.10 Expired/Forfeited 
during quarter 

Nil 
 

Nil 
 

N/A N/A 
 

7.11 Debentures 
(totals only) 

Nil Nil   

7.12 Unsecured notes 

(totals only) 

Nil Nil   
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Compliance statement 
 
1 This statement has been prepared under accounting policies which comply with 

accounting standards as defined in the Corporations Act or other standards 
acceptable to ASX (see note 4).  

 
2 This statement does give a true and fair view of the matters disclosed. 
 

 
 
 

Sign here:    Date:  29 January 2010 
 

Company Secretary 
 
Print name:  Richard Hacker 
 

 

 

Notes 
 
1 The quarterly report provides a basis for informing the market how the entity’s 

activities have been financed for the past quarter and the effect on its cash 
position.  An entity wanting to disclose additional information is encouraged to 
do so, in a note or notes attached to this report. 

 
2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of 

interests in mining tenements acquired, exercised or lapsed during the reporting 
period.  If the entity is involved in a joint venture agreement and there are 
conditions precedent which will change its percentage interest in a mining 
tenement, it should disclose the change of percentage interest and conditions 
precedent in the list required for items 6.1 and 6.2. 

 
3   Issued and quoted securities The issue price and amount paid up is not 

required in items 7.1 and 7.3 for fully paid securities. 

 
4 The definitions in, and provisions of, AASB 1022: Accounting for Extractive 

Industries and AASB 1026: Statement of Cash Flows apply to this report. 
 
5 Accounting Standards ASX will accept, for example, the use of International 

Accounting Standards for foreign entities.  If the standards used do not address a 
topic, the Australian standard on that topic (if any) must be complied with. 
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