Quarterly Report
for the period ended 30 June 2009
Highlights

1.0

•

Chalice and Sub‐Sahara on track to complete the merger of the two companies in
August 2009.

•

Major elements of an immediate work program have commenced to rapidly advance
the Zara Gold Project, Eritrea to feasibility.

•

Planning well advanced for 5,000m diamond drilling program to commence at Zara
immediately on completion of the merger.

•

Chalice provides Sub‐Sahara with a loan facility to enable the advancement of time‐
critical elements of the Scoping and Feasibility Studies for the Zara Project.

•

Internationally recognised consortium of consultants led by Lycopodium Minerals and
with extensive African experience appointed to conduct the Scoping Study and
Feasibility Study for the Koka Deposit.

•

Revised resource estimate completed outlining 5.04 million tonnes at an average grade
of 5.8 g/t gold for 944,000 ounces gold at a cut‐off of 1.2g/t at the Koka Deposit.

Chalice Gold Mines and Sub‐Sahara Resources Merger Update

During the quarter, Chalice Gold Mines Limited (“Chalice”) and East Africa‐focused gold explorer Sub‐
Sahara Resources NL (ASX: SBS; “Sub‐Sahara”) completed documentation to merge the two
companies by way of a Scheme of Arrangement (“Scheme”).
As previously announced, the proposed merger is designed to consolidate ownership and fund
ongoing development of the high‐grade 944,000oz Zara Gold Project in Eritrea, East Africa,
combining Chalice’s strong cash position with Sub Sahara’s 69% interest in the Project.
The merger, together with a separate transaction with Africa Wide Resources Limited, will see
Chalice secure an 80% interest in the Zara Gold Project as the basis for a long‐term exploration
and development strategy in the Arabian‐Nubian Shield – an emerging gold and base metal
province.
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Licence Extension
During the quarter, Sub‐Sahara advised that the 4 Exploration licences covering the Zara Gold
Project had been extended by the government of Eritrea for a further 12 months. The extension
requires Sub‐Sahara to complete a Pre‐Feasibility Study by the end of October 2009 and a full
Feasibility Study by 25 May 2010.
Due to time‐critical elements which are necessary to complete the Scoping and Feasibility Studies,
Chalice and Sub‐Sahara have worked together to facilitate the continued advancement of the Zara
Gold Project pending completion of the merger.
In addition, the Eritrea Government advised during the Quarter that applications by Sub‐Sahara
for additional tenements totalling 400 square kilometres have been approved pending final
documentation. This increases the total Sub‐Sahara tenure at Zara to approximately 550 square
kilometres.
Loan Facility
A loan facility of A$450,000 has been made available to Sub‐Sahara by Chalice to fund further
development of the Zara Gold Project (Koka deposit) and to advance time‐critical elements of the
Scoping and Feasibility Studies.
Funds advanced under the facility, together with accrued interest, are repayable if the merger is
not implemented by 30 September 2009 (or such later date as Chalice may agree). In this event,
the loan must be repaid either in cash or, at Sub‐Sahara’s election, by the issue of Sub‐Sahara
shares at an issue price of 1.3 cents per share. The facility is secured by a fixed and floating charge
over Sub‐Sahara.
Scoping Study Awarded to Lycopodium Minerals.
During the Quarter, Chalice appointed Lycopodium Minerals (“Lycopodium”) in association with
AMC Consultants (“AMC”) and Knight Piesold to complete development studies for the Zara Gold
Project.
Lycopodium will complete all metallurgical process design, infrastructure and project
development components and is responsible for overall study coordination. AMC will complete
geology, resource modelling, mining and mine related geotechnical study aspects. Knight Piesold
will undertake infrastructure geotechnical studies, hydrogeology, tailings disposal and
environmental and social impact management in consultation with local Eritrean consultants
Global Resources Development and Management Consultants.
These consultants have demonstrated African gold project credentials and bring an international
approach to the Zara Gold Project.
Owner’s Representative Appointment
During the Quarter, Chalice also appointed experienced Australian mining executive Mr Steven
Chadwick as Owner’s Representative to oversee the Scoping and Feasibility Studies for the Zara
Gold Project, including the lead up to commencement of these studies.

2

Quarterly Report – 30 June 2009

Mr Chadwick has been involved in the development of numerous gold mines during an extensive
career both as a consultant and in senior management roles.
Immediate Work Program
Major elements of an immediate work program have commenced to rapidly advance the Zara
Gold Project to feasibility.
This work program includes water drilling and hydrological studies, metallurgical test‐work,
preparation for further resource definition drilling and ongoing environmental, geological and
topographic data collection.
A percussion drilling program to investigate potential water‐bearing structures identified by
targeted geophysical surveys and drainages is planned and a contractor has been engaged by Sub‐
Sahara to conduct this work.
Drill core from seven metallurgical holes drilled at the Koka deposit in 2008 is currently held by
Ammtec metallurgical laboratories in Perth and a test‐work program designed by the Company’s
consultants has commenced.
A further 5,000m of drilling is required to infill the Koka resource and upgrade it from its current
Indicated and Inferred status. It is planned that this drilling will commence shortly after the
merger between Sub‐Sahara and Chalice is completed. In anticipation of this event, work has
already commenced on site preparation and a drilling contractor has been engaged by Chalice.
Merger Update and Indicative Timetable
Sub‐Sahara has distributed the Scheme Booklet to shareholders with a revised indicative
timetable to completion of the merger as follows:
Dispatch of Notice of Meeting and Scheme Booklet to SBS
Shareholders
Scheme Meeting

4 August 2009

Second Court Hearing

12 August 2009

Scheme becomes binding

14 August 2009

Last day of trade in Sub‐Sahara Shares

14 August 2009

Record date for determining entitlements to Chalice Shares

21 August 2009

Dispatch of holding statements for Chalice Shares

2.0

3 July 2009

1 September 2009

Zara Gold Project – Koka Deposit Resource Update

On May 1 2009, Sub‐Sahara announced that it had commissioned Coffey Mining Pty Ltd (“Coffey”) to
provide a revised resource estimate for the Koka Gold Deposit that forms part of the Zara Gold
Project in Eritrea as part of the documentation required for the proposed merger with Chalice.
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The revised resource estimate outlines 5.04 million tonnes at an average grade of 5.8 g/t gold for
944,000 ounces of gold at a cut‐off grade of 1.2 g/t (please refer to Table 1).

Category

Lower Cut‐off
Grade (g/t)

Tonnes (Mt)

Gold g/t

Metal (oz)

Indicated

1.2

4.55

5.9

867,000

Inferred

1.2

0.49

4.9

77,000

TOTAL

1.2

5.04

5.8

944,000

Table 1: Koka Gold Deposit – reported above a cut‐off of 1.2g/t Gold
1.
2.

4.

# Koka Insitu Mineral Resource reported above a 1.2 g/t Au lower cut‐off grade.
MIK derived Selective Mining Unit (SMU) model estimates using a nominal 5mE x 10mN x 5mRL SMU dimension to emulate
assumed open pit mining selectivity.
3
Bulk density of 2.74t/m has been applied to mineralised zones. Gold grade tonnage distributions are subdivided by JORC
resource categories.
Depletion is to the current natural surface, with no mining assumed to‐date.

5.

The reported resource limited by depth of drilling and model extents.

3.

3.0

Gnaweeda Gold Project (Chalice Gold Mines 49% ‐ Teck Cominco 51%, earning up to
70%)

Chalice has received notification from Teck Australia Pty Ltd (“Teck”) that 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, subject to Teck retaining a 75% claw‐back,
in the Gnaweeda Gold Project in the northern Murchison province of Western Australia. Chalice has
consented to the transaction.
Kent has paid Teck a non‐refundable A$50,000 deposit which provides Kent with a three month
exclusive period during which time Teck and Kent plan to negotiate and formalise the proposed
arrangement.
To earn its interest in the Gnaweeda Gold Project, Kent is required to fund A$3 million in exploration
expenditures over 4 years, with a A$200,000 (includes deposit) first phase exploration program to be
completed by 31 December 2009.
Once Kent has earned its interest in the Gnaweeda Project, Teck has the right to claw back 75% of
Kent’s interest by spending 2.5 times Kent's exploration expenditures. Teck is currently earning up to
70% in the Gnaweeda Gold Project by spending A$1.5M. To date, Teck has earned 51% in the
Gnaweeda Project and has elected to spend an additional A$0.75M to earn a further 19%.
Teck has advised that Kent has planned a detailed aeromagnetic survey to be flown over the
southern half of the project in the next quarter. In addition, further prospecting of the limited
outcropping exposures is currently in progress.
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4.0

Yandeearra Project

No exploration was undertaken at the Yandeearra Project during the last quarter.

5.0

Wilga Gold Project (Chalice 100% ‐ AngloGold earning up to 75%)

Joint venture partner, Anglogold Ashanti undertook an air core drilling program consisting of
blanket coverage at 160x400 metre spacing with 80x200 metre spacing over infill areas to the east
and central BIF ridge, in order to follow up anomalies previously identified in soil and surface rock
chip data (Figure 1).
To date, 180 holes, for a total of 7,726 metres have been drilled and logged. A total of 148 end‐
of‐hole samples have been collected and sent for multi‐element analysis and 2,754 composite
samples have been sent for gold assay. Results for both are pending.

Figure 1: Schematic geological map of the Wilga Gold Project showing major units and structures
interpreted from aeromagnetic survey and geological mapping with the air core drilling program
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6.0

Corporate

At 30 June 2009, Chalice has cash on hand of $9.6 million. Please refer to the attached Appendix 5B
for further details.

Doug Jones
Managing Director
29 July 2009
Competent Persons Statement
The information in this report that relates to Exploration Results is based on information compiled by Dr Doug Jones, a Director of Chalice
Gold Mines Limited, who is a Member of the Australasian Institute of Mining and Metallurgy and is a Registered 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 information in this statement that relates to the Koka Gold Deposit Mineral Resource is based on information compiled by Brian Wolfe,
who is a Member of The Australasian Institute of Mining and Metallurgy. Brian Wolfe is an employee of Coffey Mining Ltd. Brian Wolfe has
sufficient experience which is relevant to the style of mineralisation and type of deposit under consideration and for the activity which he
has undertaken to qualify as a Competent Person as defined in the 2004 Edition of the “Australasian Code for Reporting of Exploration
Results, Mineral Resources and Ore Reserves – The JORC Code”. Brian Wolfe consents to the inclusion in the report of the matters based
on the information in the form and context in which it appears.
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