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Ganajur Gold Project – Query Letters from MoM 

 

November 22, 2013 
Bangalore, India 
 
Deccan Gold Mines Ltd (DGML) (BSE Scrip Code 512068) provides the following update regarding it's 
Ganajur Gold project. 
 
The Ministry of Mines (MoM ), Government of India, has raised certain queries on the recommendation 
of the State Government of Karnataka for grant of Mining Lease (ML) for gold to M/s Deccan 
Exploration Services Pvt Ltd (DESPL),   a wholly owned subsidiary of DGML, over an area of 72 acres 
(29 hectares) in Ganajur Village, Haveri Taluk ( Ganajur Gold Project) on 8 November 2010. 
  
The queries raised by MOM have been addressed to The State Government of Karnataka (SG) and The 
Indian Bureau of Mines (IBM) vide a letter dated 18 November 2013 with a copy marked to DESPL.  In 
the interests of keeping our shareholders fully informed of developments within the company, DGML is 
attaching a copy of the query letters to this update. 
 
Whilst it is the responsibility of the SG and IBM to respond to the queries, DESPL will be approaching 
both the SG and the IBM to ascertain whether it can assist in providing their responses in a timely 
manner. 
 
DGML’s viewpoint 

 
The SG would have made the recommendation for grant of ML to DESPL only after satisfying DESPL's 
eligibility and similarly the IBM was also satisfied with the classification of the gold resource for mining 
purposes as stated in their letter to MOM on 21 June 2012.     
 
A chronology of events leading to the recommendation by the SG for grant of ML to DESPL is as 
follows. DESPL originally lodged a Reconnaissance Permit (RP) application over an area of 1542 sq km 
which was executed on 17 January 2003 and expired on 16 January 2006. As a result of discovery of gold 
resource during the RP stage, DESPL lodged two PL applications- the first over an area of 2.2 sq km (the 
Ganajur - Karjagi PL ) on 17 October, 2003 and the second over an area of 8 sq km ( the Ganajur 
Extension PL ) on 12 January 2005, which cover the entire mineralised area of 72 acres over which the 
ML was subsequently lodged on 8 June 2006. Both the PL applications were lodged within the time 
frame stipulated by section 11(1) of MMDR, 1957. 
 
Section 11(1) of the MMDR, 1957 states as under: 
 
QUOTE:  

 
“Where a reconnaissance permit or prospecting licence has been granted in respect of any land, the permit 
holder or the licensee shall have a preferential right for obtaining a prospecting licence or mining lease, as 
the case may be, in respect of that land over any other person: 
 
Provided that the State Government is satisfied that the permit holder or the licensee, as the case may be:- 
 

(a) has undertaken reconnaissance operations or prospecting operations, as the case may be, to 
establish mineral resources in such land; 
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(b) has not committed any breach of the terms and conditions of the reconnaissance permit or the 
prospecting licence; 

(c) has not become ineligible under the provisions of this Act; and 
(d) has not failed to apply for grant of prospecting licence or mining lease, as the case may be, within 

three months after the expiry of reconnaissance permit or prospecting licence, as the case may be, 
or within such further period, as may be extended by the said Government.” 

 
UNQUOTE: 

 
In our view therefore, DESPL's rights over the mineralised area were in any event secured by the two PL 
applications noted above.  
 
The Ganajur - Karjagi PL covering 2.2 sq km was executed on 25 September 2009. As a result, there can 
be no question on DESPL's preferential rights to obtain an ML for the area covered by this PL Block. 
 
The Ganajur Extension PL covering 8 sq km lodged on 12 January 2005 can be relied upon should the 
MoM challenge DESPL's rights over the portion of the ML area falling within this PL citing Section 
11(1) of MMDR, 1957.   In other words, even if DESPL's rights for this area are questioned under it's ML 
application, DESPL’s preferential rights to obtain a PL over this area are secured as the PL application 
complies with Section 11(1) of the MMDR Act 1957 and other Rules and Regulations. 
 
Further, DESPL first identified and reported a resource of 186000 oz of gold as a result of drilling during 
the RP phase. Upon execution of the Ganajur-Karjagi PL in 2009, DESPL undertook further drilling and 
upgraded the resource from 186000 Oz to 308000 Oz. IBM has vide their communication dated 21 June 
2012 to MoM categorised the resource as mineable under 121 category of UNFC (United Nations 
Framework Classification for Mineral Resources).  
 
SRK Mining Services (India) Private Limited (SRK) an independent mineral resource consultant, 
undertook a review of the mineral resource and carried out a preliminary assessment of the economic 
potentiality of the Ganajur resource at the request of DESPL.  A copy of their report is available on 
DGML's website. According to SRK, the economic viability of mining the mineral resource at Ganajur is 
sustainable even at a gold price of US $850/Oz. 
 
DGML will update the shareholders of further developments in respect of the query raised by MOM as 
they occur. 
 
 


