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Highlights
•

Significant progress achieved with the Scoping Study of the Koka Gold
Deposit within the Zara Project in Eritrea, East Africa.

•

Final Feasibility Study on track for completion by mid‐2010.

•

Landsat interpretation commenced over the Zara Project.

•

Merger completed between Chalice Gold Mines and Sub‐Sahara Resources.

•

$4.4 million capital raising completed to fund ongoing development of the
Zara Gold Project.

1. Zara Project Scoping Study Update
During the Quarter, Chalice made substantial progress towards planned
development of the Zara Gold Project in Eritrea following completion of its
merger with Sub‐Sahara Resources. Among the recent significant
achievements have been favourable results received from both
metallurgical test‐work and water drilling at the 944,000oz Koka deposit.

INVESTMENT HIGHLIGHTS
High‐grade gold deposit
(944,000oz @ 5.8g/t)
Scoping Study near completion

The Zara Project Scoping Study, involving consultants Lycopodium Minerals,
AMC and Knight Piésold, is scheduled for release in early November
following board consideration. It will then be presented to the Eritrean
Government as the first phase of the Company’s ongoing commitment to
progressing the Zara Project to final feasibility stage by mid‐2010.
Metallurgical Test‐Work
Metallurgical test‐work being undertaken at the AMMTEC Perth laboratory
on representative composite samples from seven specifically drilled
diamond core holes representative of the Koka Gold Deposit has confirmed
the favourable metallurgical characteristics of the Project. Metallurgical
recoveries on the master composite prepared from 104 intervals selected
as representative of the ore body are excellent, with around 60% of gold
recovered by gravity and overall recoveries of 95 to 97% for grind sizes of
80% passing 150 to 75 micron respectively. Reagent consumptions are low
at less than 0.5 kg/t for both lime and cyanide.

Feasibility Study by mid‐2010
Medium‐term production
potential
Extensive regional ground
position virtually untouched
by modern exploration
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Further variability test‐work and optimisation work is currently in progress to obtain all technical
data required for the Feasibility Study.
Physical properties testing completed on 10 composites of drill core representative of the
mineralisation from the Koka Gold Deposit indicate the ore to be of medium competency as
determined by the SMC test procedure, moderately competent as determined by conventional
Bond Work Index (15‐18kWhrs/t) and with a normal abrasion index of 0.3.
This simple metallurgy will enable the implementation of a well proven processing route
employing crushing and grinding by a conventional ball mill followed by gravity and CIL recovery.
Water Drilling
Test drilling for water has confirmed the presence of significant water resources contained within
the alluvial gravels of the nearby Zara River, some 7km from the Koka Gold Deposit. The Zara
River has a catchment of some 970km2 and is the main drainage system for the region.
Production bores are now being established ready for detailed pump testing to establish
sustainable yields for bores and therefore the number of production bores required. Early
indications are that required water volumes should be met from 4‐5 bores. Importantly, the water
quality is good with low TDS (Total Dissolved Solids) values.
In‐fill Resource Drilling
A further 5,000m of drilling is required to in‐fill the Koka Gold Deposit resource (Indicated and
Inferred Resource of 5.04 million tonnes at 5.8g/t Au for 944,000 ounces of contained gold) and
upgrade it from its current Indicated and Inferred status.
Two diamond drill rigs are currently being mobilised to undertake this initial drilling, which is
planned to commence early in November.
2.

Regional Exploration

Chalice has retained Perth‐based remote sensing consultants, Earthscan Pty Ltd, to undertake an
interpretation of satellite imagery covering the Proterozoic sedimentary and volcanic formations
in north‐western Eritrea, the prospective stratigraphy which hosts the Koka and Bisha Deposits.
This extensive study area covers over 35,000 square kilometres, centred on the Company’s 615
square kilometre Zara Project, which is located 165 kilometres north of the capital, Asmara.
Landsat ETM+ 7 (Enhanced Thematic Mapper plus) satellite data will be computer enhanced to
highlight geological outcrop, regolith landforms, structural features and mineral alteration zones
within the study area, which lies along major north‐west trending structural corridors.
Targets identified by this process will then be ranked and followed up on the ground over the
coming months. Preliminary results from the Landsat interpretation were released subsequent to
the end of the Quarter and have resulted in the definition of over 60 priority anomalies indicative
of gold or base metal targets on the Zara Project tenement area.
The regional exploration strategy will be progressed in parallel with forthcoming programs of in‐
fill and resource extension drilling at the Koka Gold Deposit, together with completion of the
Scoping and Feasibility Studies.
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3.

Merger Completion

In August 2009, Chalice and Sub‐Sahara Resources merged by Scheme of Arrangement following
receipt of shareholder approval by Sub‐Sahara Resources shareholders.
Mike Griffiths, the former Managing Director of Sub‐Sahara Resources, has joined the Board of
Chalice as an Executive Director.
4.

Australian Projects

Yandeearra (Chalice 100%)
During the Quarter, Atlas Iron (“Atlas”) continued to investigate the potential for the Mallina
Project area to host magnetite mineralisation and/or DSO (Direct Shipping Ore), under the terms
of the exploration option signed with Chalice in October 2008.
Atlas’ work during the Quarter consisted of desktop studies and review of available aeromagnetic
data, including one bulls‐eye magnetic anomaly which was thought to be a potentially large
magnetite body under cover. After reviewing the data and earlier reports on the anomaly
prepared for Chalice by Southern Geoscience, Atlas concluded that the probable depth to the
target precluded the possibility of it hosting an economically recoverable magnetite resource.
With the Mallina option period expiring subsequent to the Quarter end, Atlas has given notice of
its formal withdrawal from the option agreement with Chalice.
Gnaweeda
Teck Australia conducted a fixed wing geophysical survey comprising 1,924 line km by Thomson
Aviation over the southern part of the Gnaweeda Project during the Quarter. The survey
comprised collection of magnetic and radiometric data with interpretation to be conducted at a
later date.
Kent Exploration completed 1:5,000 and 1:750 scale mapping at Bunarra.
Wilga
During the quarter, infill aircore drilling was undertaken by Anglogold Ashanti (Australia) Limited
throughout the tenement to a 200 metre by 40 metre spacing to follow up first past aircore
drilling completed during the second quarter of 2009.
The follow‐up drilling was carried out in areas where gold anomalism was identified by the
previous aircore drilling. Sheared quartz veins in mafic rocks, vein‐rich lithological contacts
between mafic and ultramafic units in the west and vein‐rich domains within the central BIF have
remained the predominant targets. The best intercept achieved was 3 metres grading 3.46 g/t Au
from 43 meters depth.
Three RC‐Diamond holes for 1,108 metres were drilled to investigate the deeper lithostratigraphy
of the area. Results from this drilling are pending.
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5.

A$4.4 million Capital Raising

In September, Chalice raised $4,401,000 (before issue costs) to fund the ongoing development of the
Zara Project through the placement of 16,300,000 shares at 27 cents per share (“the Placement”).
The Placement, which was made to institutional and sophisticated investors introduced by Sydney‐
based Southern Cross Equities as lead manager, was undertaken pursuant to the 15% allowance
under the ASX Listing Rules.
The capital raising has strengthened Chalice’s balance sheet while it completes the Scoping and
Feasibility Studies for the Koka Gold Deposit.
6.

Corporate

At 30 September 2009, the Company had cash on hand of $9,661,000. Please refer to the
attached Appendix 5B for further details.

Doug Jones
Managing Director
27 October 2009

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

9.44
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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

30 SEPTEMBER 2009

Consolidated statement of cash flows

(000’s)
49

Payments for

(a) exploration and evaluation
(b) development
(c) production
(d) administration (see 1.25 below)
Dividends received
Interest and other items of a similar nature received
Interest and other costs of finance paid
Income taxes paid
Other – Merger and restructuring costs (see 1.25
below)

(1,808)
(504)
66
(734)

(1,808)
(504)
66
(734)

Net Operating Cash Flows

(2,931)

(2,931)

Cash flows related to investing activities
Payment for purchases of: (a)prospects
(b)equity investments
(c)other fixed assets
Proceeds from sale of:
(a)prospects
(b)equity investments
(c)other fixed assets
Loans to other entities
Loans repaid by other entities
Other – cash acquired on completion of merger

(1,210)
(159)
252

(1,210)
(159)
252

(1,117)

(1,117)

(4,048)

(4,048)

1.1

Receipts from product sales and related debtors

1.2

1.3
1.4
1.5
1.6
1.7

1.8

1.9

1.10
1.11
1.12

1.13

Current quarter
$A

Year to date
(3 months)
$A
(000’s)
49

Cash flows related to operating activities

Net investing cash flows
Total operating and investing cash flows (carried
forward)

+ See chapter 19 for defined terms.
31/12/2007
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1.14
1.15
1.16
1.17
1.18
1.19

Cash flows related to financing activities
Proceeds from issues of shares, options, etc. (net)
Proceeds from sale of shares
Proceeds from borrowings
Repayment of borrowings
Dividends paid
Other
Net financing cash flows
Net increase (decrease) in cash held

1.20
1.21

Cash at beginning of quarter/year to date
Exchange rate adjustments to item 1.20

1.22

Cash at end of quarter

4,135
(50)

4,135
(50)

4,085

4,085

37

37

9,624
9,661

9,624
9,661

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

1.24

Aggregate amount of loans to the parties included in item 1.10

1.25

Explanation necessary for an understanding of the transactions

73,060
-

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).
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 quarter, 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 SubSahara Resources as consideration to effect the merger.

+ See chapter 19 for defined terms.
31/12/2007
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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”) met its 51% earn-in expenditure requirement for the Gnaweeda Project
in the March 2008 quarter by spending $0.75 million. Teck have an option to spend a further $0.75
million to earn up to 70%. 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 is currently earning a 75% interest in the Wilga Project by spending $2
million.

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

3.1

Loan facilities

Amount available
$A
Nil

3.2

Credit standby arrangements

Nil

Amount used
$A
Nil
Nil

Estimated cash outflows for next quarter
$A (000’s)
4.1

Exploration and evaluation

4.2

Development

3,500
-

Total

3,500

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.
5.1

Cash on hand and at bank

5.2

Deposits at call

5.3

Bank overdraft

5.4

Other (Bank Guarantee)
Total: cash at end of quarter (item 1.22)

Current quarter
$A
(000’s)

Previous quarter
$A
(000’s)

6,624

1,544

3,037

8,080

-

-

-

-

9,661

9,624

+ See chapter 19 for defined terms.
31/12/2007
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Changes in interests in mining tenements
6.1

6.2

Interests in
mining
tenements
relinquished,
reduced or lapsed

Interests in
mining
tenements
acquired or
increased

Tenement
reference

Nature of interest
(note (2))

E47/590
E47/755
E47/1749
M47/783-785
M47/994-1005
M47/1114-1125
P47/1298
P47/1299

Surrendered
Surrendered
Application withdrawn
Application withdrawn
Application withdrawn
Application withdrawn
Surrendered
Surrendered

Tenement
reference

Nature of interest
(note (2))

E47/1748
Zara 1-4

Granted
EL’s - Acquisition via merger
with Sub-Sahara Resources
NL
PL - Acquisition via merger
with Sub-Sahara Resources
NL
PL - Acquisition via merger
with Sub-Sahara Resources
NL
Application – PL
Application - PL

Zara North

Zara South

Mogroriab
North
Lower Anseba
Valley

Interest at
beginning
of quarter

100%
100%
0%
0%
0%
0%
100%
100%
Interest at
beginning
of quarter

Interest at end
of quarter

0%
0%
0%
0%
0%
0%
0%
0%
Interest at end
of quarter

0%
0%

100%
80%

0%

Up to 100%

0%

Up to 100%

0%

0%

0%

0%

+ See chapter 19 for defined terms.
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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

7.1
7.2

7.3
7.4

7.5
7.6

7.7

Preference +securities
(description)
Changes during quarter
(a) Increases through
issues
(b) Decreases through
returns of capital, buybacks.
+Ordinary securities
Changes during quarter
(a) Increases through
issues

(b) Decreases through
returns of capital.
+Convertible debt
securities (description)
Changes during quarter
(a) Increases through
issues
(b) Decreases through
securities matured.
Options (description
and conversion factor)

Number quoted

Nil

Nil

Issue price per
security
(see
note 3) (cents)
Nil

N/A

N/A

N/A

N/A

137,420,537

137,420,537

N/A

N/A

16,300,000

16,300,000

$0.27

$0.27

48,320,537

48,320,537

Scheme of
Arrangement
and merger

Scheme of
Arrangement and
merger

Nil
Nil

Nil
Nil

N/A
N/A

N/A
N/A

Nil

Nil

N/A

N/A

Exercise price

Expiry date

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

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

Nil
Nil
Nil
Nil

$0.25
$0.25
$0.20
$0.20

21 March 2011
1 December 2012
11 December 2012
31 July 2013

7.8

Issued during quarter

Nil

Nil

N/A

N/A

7.9

Exercised during
quarter
Expired/Forfeited
during quarter
Debentures
(totals only)
Unsecured notes
(totals only)

Nil

Nil

N/A

N/A

Nil

Nil

N/A

N/A

Nil

Nil

Nil

Nil

7.10
7.11
7.12

+ See chapter 19 for defined terms.
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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.

Date: 27 October 2009

Sign here:
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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