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i REPORT ON

THE CHESNEY MINE, COBAR, N,S.W.
1946/34. .

Hist OrVe

The mine was first worked for gold from 1887 to 1896 during
which period were produced some 10,000 tons of ore averaging 77 to 8 dawt.
gold per ton., This ore came from the upper zone which had been leached

of copper and enriched in gold. About 6,000 tons of gold-copper ore
were produced from 1901 to 1903 and in 1904, the property was Sold to
the Great Cobar Syndicate; from then to the time of the closing of the
Great Cobar Mine in 1918, Chesney and Great Cobar ore were treated in
the same smelter, Andrews (N.S.W. Mines Dept. Rpt. Min. Res. No.17)
states that incomplete- figures show that the mine produced some 240,000
tons or ore from 1904 to 1911, the grade being unkown.

: A

De-watering and equipment of the mine wgzeﬁndertaken in
1942 at the request of the Commonwealth Government in order to help
augment Australian copper supplies. Initially, the Commonwealth agreed
to advance £27,000 towards the expense of this work, the terms of the
agreement between the Commonwealth and the Company being set out in a
memorandum from Mr. J.M. Newman to the General Manager of the Company
dated 10.6,42, Although the information is not available in Cobar, it
is evident that the advance of £27,000 was subsequently increased the
amount shown below being £36,748.19.9, which may include interest.

1st Period of Operation,

Statement 1 which was recently supplied by the Sydney
Office of the Company sets out the important facts concerning the
Commonwealth advance and gives the results of the mining operations
carried out during 1943 and 1944, At the end of that year, mining
ceased, but by arrangement with the Commonwealth, the mine was kept
unwatered until it was re-opened on 5th August, 1946,

It is evident from the statement that from.the treatment
of 61,294 tons of ore, a profit of £21,617.15.8 was made equivalent to
7/0% per ton, This profit was made partly from relatively low-grade
copper ore, the remainder of which it is not now intended to mine; the
mining of this ore was assisted by the payment of a special subsidy of
£20 per ton.making the total price £120 per ton against a present price
of £95 per ton.

2nd. period of Operation,

The Company began mining again on 5th August, 1946, appar-
ently under a further agreement with the Commonwealth whereby the
Company was to retain the first £10,000 profit, There is no copy of
this agreement on the field. At present there are 26 men employed on
the mine and the output for October was 1,596 tons of ore. Statement
2 below shows the result ofthis operation to 27th October, 1946, which
is the last period for which figures have been compiled,

Statement 2,

Results of Chesney Operations from 5.8.L6 to 27,10.46,

Tons treated Head Val, % Recov, Value of met- Prof,
als recov,
3690 AU.‘ 3.69 dwt. peI‘ ton 80.24-7 £5,711.19.1 £3,027.7. 2.

Cu, 3,00 per cent. 95,50 9,587, 0.5
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Statement 3 below shows an analysis of Chesney'costs over
this period of operation, :

Statement 3.

Dissection of Chesney Costs 5.8.46

to 27.10.46

Ore Extraction _ £1 9 10

Development 2 1

D. Drilling : 8

Treatment 16 1
Smelting, refin., realisat, 15 8 L8/8

Gold tax i ’ 2 6

Operat. Prof. 165 66/10
Total value of ore, gy '3 3

' Values based on gold @ £10.15.3 per oz., copper @ £95 per ton,
silver @ L4L/7 per oz. ~

The total ghemney costs on this field, i.e. apart from the
smelting and refining charges, have fallen from an average of 48/8 per
ton to ULL4/6 for the last month and it is believed that the cost may
be reduced to LO/- as production settles down.

Further Financial Considerations,

1e The Chesney ore is treated in the same plant as that dealing

with the New Cobar production, and for the period 27.11.45 to 27.10.46
the New Cobar mine produced 56,659 tons of ore or approximately 5,000
tons per month, The milling costs are distributed between Chesney and .
New Cobar ore while overhead costs are distributed over the total
tonnage from the mines and this enables the Chesney costs to be kept

at a reaonsble figure,

2, Statement L below shows that the Chesney ore is the richest
being mined from the three deposits at the present time and also shows
the highest profit per ton.

Statement L.

Mine. Value per ton " Cperating Operating.
recovered, cost profit,
New Occident. {8). 8213 7 £2 9 3 - Lo
New Cobar  (P) 3 6.1 2 19 10 6 3
c
Chesney. (e) L 3 3 3 610 16 5
(a) Calculated -on a throughput of 28,23L tons from 15.L.46 to
27.10.46.
(b) calcu12ted on throughput of 56,659 tons from 27.11.45 to
2711O-L’~ .

(e} Cdbulated on throughput of 3,690 tons from 5.8.46 to 27.10.46.

3a It is understood that the company is at present working on an
overdraft from the Commonwealth Bank and has very limited cash reserves,
This position has apparently been bfiought about by the continued payment
of dividends without regard to the building up of reserves and by the
unexpected fall in grade of the New Occidental ore. Thus, it is re-
ported that over £100,000 per annum was pald out in dividends for a
number of years prior to and during the war, It appears likely that
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the Company has spent the £16,000 shown in statement 1 as being due to
the Commonwealth., The Company may not meke much profit from the New
Occidental and New Cebar operations for some time as the margin is at
present small and both these mines are faced with considerable develop-
ment and exploration charges. A new discovery of major proportions

by diamond drilling would of course change the whole outlook and

might enable the Compsany to re-organise its capital structure and place
itself on a sounder basis.

The Ore body and Workings.

The plans and sections of the mine have not yet been finalised
and there is still much information to be added to them, So that this
report can be fodlowed however, a preliminary longitudinal section of

— .
| .the mine and a plan of No. 6 level are being forwarded.
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L As will be noted from the section, an orebody some 600 feet \ \
in length has been opened by eight levels to a total depth of 925 feet.:
The plan of No. 6 level illustrates broadly, the arrangement of ore in k,J
the mine. The central 300 feet of the lode strikes at N.14 deg. W.
and dips steeply (85 deg.) to the east. It is in a shear parallel in
strike and dip with a reverse fault occupied by the Eastern Lode which
is unpayable., The central portion of the Chesney lode shear contains
\ low to medium grade copper mineralisation with a low gold content,

At either end of the central lode,, Cross shears striking
approximately N.30 deg. W. intersect the main lode system and carry
the ore with them. The cross shears strike and dip towards the
eastern fault and may be described as conjugate shears joining the
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eastern fault to the Chesney shear, The eastern fault is a médjor feature
which extends well north of the Chesney mine and also southward to the
Occidental Mine, a distance of 1.25 miles., The deposits on this shear or
favlt are predominantly gold-bearing and in conformity with this, the
cposs feeders from the eastern lode have produced considerable gold
enrichment where they intersect the Chesney lode. (See fig. 1) As will
be seen from the longitudinal section, the pitch of the line joining the
top of the two gold sheots and of the top of the intersection of the cross
shears with the Chesney shear is at approximately 50 degrees to the
southward which corresponds clesely with the pitch of the hanging wall
quartzite across the face of the eastern fault. Low-grade mineralisation
extends on the sunhce well to the south of the present Chesney workings
and it is congidered thet there is a good chance of finding further gold
shoots in this direction where further conjugate shears may break across
from the esstern fault to the Chesney shear,

Grade of Central Section,

The exact grade of the central 300 feet of lode which has been
mined in places over a width of 15 to 30 feet, is difificuixt to determine,
as very little assay information is available., Much of this section of
the ore body was mined by the Great Cobar company because of its
siliceous nature to mix with the basic ore from the Great Cobar Mine.
Some of it was mined during the war by the present company but exploit-
ation of thig part of the mine has now ceased., In the following cal-
culations an f%hose shown on the longitudinal section, the money values
given are the values on the field, i.e. the total value of the concen-
trade to this company, .allowing for the transport to Port Kembla,
smelting, refining, realisation and gold tax. On this basis, 1 dwt.
gold is deemed by the operating staff to be worth 9/- and 1 per cent
copper, 12/-. During 1943, the Company milled close to 21,000 tons of
ore from the Chesney Mine of an average grade of 1.62 dwt: gold per ton
and 2.2 per cent copper for a recovery of 1.23 dwt-. gold per ton and
2.13 per cent copper, and according to stope sections supplied by the
company, some 14,000 tons of this may have been derived from the central-:
section of the mine. OCn the basis given above, the head value of the
21,000 tons would be 41/~ per ton, but if as is probable, some 7,000
tons of the ore came from the richer northern and southern gold shoots,
the grade of the ore from the central section would be somewhat lower.

An examination of the availahle assay information indicates that the
richer portions of the oreshould average L4O/- to U45/- per ton which is

in reasonably close agreement with the above figures. Allowing for the
inevitable losses in the plant and taking into account the fact that the
operating cost is not likely to fall below 4O/~ per ton, it is unlikely
that any substantial profitcan be expected from this section of the mine.

Grade and Tonnage in Northern and Southern Gold Pipes.

Grade.,

Again, the assay plans available are extremely limited and the
best estimates of grade can probably be made from the milling results.
From 29.11.43 to 26,11.4l, when a large progortion of thé total of
38,888 tons of ore was drawn from these stopes, the average head value
was 3.6 dwt. gold per ton and 2.9 per cent copper from which 2.87 dwt.,
gold per ton and 2.17 per cent copper were recovered, eqguivalent to
52/~ per ton. The 3,069 tons of ore treated this year which has all
come from the north and south gold pipes, has yielded an average of
2,89 awt. gold per ton and 2,85 per cent copper, equivalent to 60/-
per ton., This agrees closely with the available assay information
allowing for a 95 per cent.. recovery of copper and an 80 per cent
recovery of gold, and it is thus believed that the average recoverable
grade of the gold pipes can be expected to be in the vicinity of 2.9 dwt.
gold per ton and 2.8 per cent copper.
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Tonnage.

As will be seen from the section, the northern gold pipe
remains lergely intact between Nos. 5 and 7 levels. The No. 7 level
is being driven underneath the ore which has been outlined at this
level by diamond drilling. A rise has to be extended from No. 7 to
No. 5 level and a moderate amount of other development has bo be
carried out, Although there is no.definite assurance that the ore
will continue between these levels, there is a reasonable expectation
that this block will yield 50,000 tons of a grade similar to that
which during the past two months yiélded an operating profit of 1645
per ton (17/5 for the latter month). In addition, there may be
2,000 to 3,000 tons of ore to be obtained from the southern gold pipe
above No. 8 level while the shoot is continuing strongly underfoot and
is in fact, lengthening. It is intended to sink the shaft to No. 9 .
level within the next 12 months and a 1ift of 150 feet could be expect-
ed to yield approximately 25,000 tons of ore without excessive develop-
ment costs. ,

Estimated Profits and Return of Commonw8alth Capital,

From conversations with the Underground Manager, 1t is gsathered
that it is intended to maintain an output of 1,500 to 2,000 tons per
month unless any unforseeable difficulties arise. From the information
given above it will be seen that including ore expected from the
southern shoot down to No. 9 level, there should be about 75,000
tons to be won above the No. 9 level which is approximately L years ore
supply at 1,500 tons per month, and it is anticipated that the ore should
be of the grade which has produced an operating profit for the past
two months of 16/5 per ton. From conversations with the Secretary of
the Company, it is gathered that the Company is entitled to charge
depreciation on the plant and also interest on the capital which it
has invested in the project, and this would reduce the operating profit,
Taking these fectors into account and allowing for uncertainties regard-
ing the grade of the ore, it is reasonable to anticipate that a nett
profit of 10/- per ton will be made on the ore, which on 75,000 tons
would amount to £37,%00, The Company has already earned some £3,000
profit, leaving £7,000 to cover the £10,00C gue :to the Company. This
would leeve about £30,500 which would almost liguidate the debt to the
Commonwealth and would leave the Company with an operating mine and
some valuable equipment, fully paid off.

In making the ahove estimate, a number of uncertainkies cannot
be allowed for. Thus it hes been assumed that .. meteal pricesfor the
next four years, will remain ab about the present ;l€vel: and that any
changes in the hours of work will not unduly affect costs., The same
remarks apply to the cost of supplies which the management expects to
show an upward frend. '

Conclusion,

Considerable doubt is felt as to whether the Company at present
has the £16,700 shown in statement 1 as being due to the Commonwealth;
it has probahly been spent elsewhere, This point could, of course, be
better verified from other sources, I am given to understand by the
management that with a limited profit on both the New Occidental and
New Cobar operations, a sudden demand for cash at this stage might
seriously embarass the Company. However, the mine has L years probablg
ore in sight, which, within the limits inherent in any mining venture,
could reasonably be expected to yield sufficient profit to nearly pay
off the indehtedness to the Commonwealth within that period, During
this time, the Company is likely to be struggling to maintain the overall
operation on a profitable basis and it was gathered ffom the Directors,
who recently visited the field, that repayment of the money will be
avoided if possible. If the Occidental and New Cobar mines failed, the
Chesney could not be worked at a profit but it is considered that every
effort will be made by the Company to maintain itself on the fie}d, as
it considers thdt possible undiscovered orebodies represent large

potential &ssets,
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Though the chances are that Occidental and New Cobar operations
will continue for the next four years, if projected drilling below the
No. 14 level at Occidental is successful, it is probable that the shaft
there will have to be stripped for some 2,000 feet which the underground
department estimates would cost about £60,000 and would take about 8
months to complete. During this period the Occidental would not be
producing. (present output approximately 6,000 tons per month) and the
overheads would presumably be distributed over the smaller tonnages won
from the New Cobar and Chesney mines, Some of the men from the
Occidental could be utilised on the other two mines, thus helping the
position but the net result for the Chesney operation is likely to be
a fall in profit as it would be asked to teke a muth larger share in
carrying the whole opganisation.

[
However, in spite of the uncertainties enumerated, it is belived
that the @hesney Mine is likely to earn sufficient profit to repéy,ﬁhe'
Commonwealth, provided the mine is made to carry only reasonable costs.

o Sl

(sgd.) C.J. SULLIVAN,
Geologist,.

Cobar,
21st November, 1946,




STATEMENT .1,

NEW OCCIDENTAL GOLD MINES NO LIABILITY.

PAST INFORMATION OF CHESNEY MINH.

1. The total Capital cost involved in preparing Chesney Mine £54,623 9 8
for production was (includes cost of Unwatering; Plant ete)
2. towa¥ds which this Company contributed £17,874h 9 11
3. and the Commonwealth Government advanced £36,748 19 9
4. Up to the present the Company has repaid the Commonwealth £5,000 O O
5. leaving a balance of £31,748 19 9
The Chesney Mine started production on 25th Januéry, 1943, and opeféted until 24th December, 1944,
The production results during this period were as follows -
Period from Period from Period from Total.
25.1.43 to 28.11.43. 29.11.43 to 26.11.4L4 27.11. 01 to 24,12.4L,
Tons Treated 20,985 38,888 1,421 61,294
Gold Fine Ogzs. 1,288,789 5,589.3383 301.6608 7,479,7810
Silver Fine Ozs. 2,888.6875 6,1418.02L0 2561080 9,56248195
Copper Tons. L4l47.3059 84L,3272 36.4367 1,328.0698

Value of Production.

Gold £13,467 15 L £59,088 10 1 £3,323 13 0
Silver 381 15 6 8u8 3 9 3L L 5
Copper ' 51,916 19 6 . 90,622 9 11 3,719 6 6

£75,879 18 5
14264 3 8
146,258 15 11

£ 223,402 18 ©




STATEMENT 1 contd.

PAST INFORMATION OF THE CHESNEY MINE.

As you are aware, Mr. M., Hackett, Cost Investigator, acting on instructions from the Commonwealth
Government of Australia, conducted an Accounting investigation into our results and a statement was recently
compiled which shows, viz :-

Surplus from Productive operations from

25.1.43 to 2L.12.45. £21,617 15 8
Expenses (unwatering etc.) from 25.12.45

to 5.80“-6. ‘ 51-1-3879 18 8

Balance available to Commonwealth: £16,737 17 ©

It should be noted that these figures were compiled on the basis 0f a certain agreement with the
Commonwealth Government under which, inter alia, there are charges for depreciation (121%), royalty, etce.
Further, the Chesney Mine operations were credited with a special Copper Subsidy of £20 per ton, which
amounted to £10,889.4.8. ‘

Apart from the ebove expenditure, the Company had to 25.11.45 spent £1,749.3.9 in its Geological
Exploration compaign on the Chesney Mine.

Sydney,
30th October, 1946,

.
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