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Key Points
 Cannon Mine quarterly production of 3,504oz. gold from a second
processing campaign in January with higher recovery of 92.85%;
 Deeper RC/Diamond drilling at Cannon returned very high grades
providing support for underground drill targeting;
 Drilling at the Monument satellite project completed confirming
consistency and continuity of mineralisation;
 $1 million ‘Convertible Debt Facility’ binding term sheet executed.
Cannon Mine
 The second processing campaign in January produced 3,504 oz. of gold
on recovery of 92.85%. Total gold production and revenue to date
now stands at 9,978 oz. and approximately $15 million respectively.
 Confirmatory deeper RC/Diamond drilling returned very high grades
and widths in several holes, including 19m @ 15.1g/t Au in CARD001.

Exploration
 Diamond and RC drilling at the Monument prospect was completed
with results received post quarter end.
 A farm in and joint venture agreement was signed with Aruma
Exploration on the Glandore project also post quarter end.

Corporate
 A $1 million ‘convertible debt’ facility (debt facility with attached call
options) binding term sheet was executed.
 The second 10,000 oz. of gold production from the Cannon Mine was
fixed at A$1,560 per troy ounce.

Upcoming Quarterly Outlook
 Processing of Cannon ore to recommence in June 2016.
 Results of exploration RC drilling at Tooting Bec expected in May 2016.
 Follow up drilling at Monument planned for June 2016 with JORC
resource definition expected shortly after.

Haulage on Cannon Haul Road

 Diamond drilling will commence beneath the Cannon Stage 2 open pit
in late May or early June.

Cannon Mine
Southern Gold Ltd (Southern Gold, ASX Code: SAU) continued to advance the Company’s flagship
Cannon Mine, 35km east of Kalgoorlie, WA, during the March quarter. The Cannon Open Pit Mine is
being financed and operated by development partner Metals X Ltd (Metals X, ASX Code: MLX) in a profit
share arrangement, with both parties entitled to 50% of the profits after repayment of costs which are
charged on an at-cost open book basis by Metals X.
Mine operations have concentrated on removing all material between surface (~360mRL) to the
325mRL level. The most recent programme of grade control drilling completed in March was conducted
at the 327.5mRL.
Photo 1: Cannon Open Pit Operations after rain in January

Photo 2: Grade Control Drilling on 10th March

Table 1: Cannon Mining Actuals vs MLX Budget for Q1CY16 (M25/333 Only)
Actual

Budget

Variance Variance%

Total BCM Moved

784,121

1,038,149

-254,028

-24%

Ore Mined tonnes

11,796

8,007

3,789

+47%

Ore Mined g/t

1.83

1.29

0.54

+42%

Ore Mined oz

695

331

364

+110%

Significant mining statistics (Table 1) for the March quarter include:


The majority of the quarter concentrated in the Stage 2 cutback and did not intend to mine a
large amount of ore blocks (hence the low ore tonnage and grade);
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Volume of total moved waste was down due to inclement weather and mine contractor
productivity issues;
The coming quarter will see the deployment of a third excavator to increase volume movement
and enable schedule catch up;
The project remains ahead of schedule in terms of ore mined and gold ounces recovered; and
There were no significant injury’s or incidents.

The Stage 2 cut-back will enable mining of the Cannon resource to the boundary of M25/333 in
conjunction with the development of Georges Reward by Metals X on M25/357.
Southern Gold is particularly pleased with the metallurgical recovery results that are currently well
ahead of budget (91.6% vs 89%, see Table 2 below). While recovery performance is expected to drop
slightly with the higher proportion of fresh rock in the ore feed, performance to date suggests that Life
of Mine (“LOM”) recovery should exceed the currently budgeted 86.3%.
Table 2: Cannon December Quarter CY15 & March Quarter CY16 and Year to Date (YTD) Statistics
Dec Qtr

Mar Qtr

YTD

Budget

YTD Variance+%

Ore Milled

tonnes

86,333

43,790

130,123

100,000

+30%

Head Grade

g/t Au

2.57

2.68

2.60

2.92

-11%

Recovery

%

90.92%

92.85%

91.6%

89%

+2.9%

Gold Produced

Oz.

6,474

3,504

9,978

8,333

+20%

Table 3: Cannon Forward Gold Production Guidance to 31 March 2017 (MLX Base Case Budget)
June Qtr
2016

Sept Qtr
2016

Dec Qtr
2016

Mar Qtr
2017

Total

Ore Milled

tonnes

35,000

90,000

140,000

118,352

383,352

Head Grade

g/t Au

~2.7

~2.7

~3.4

~5.1

~3.7

Recovery

%

86%

86%

85%

85%

86%

Gold Produced

Oz.

2,588

6,664

13,440

16,577

39,269

The above production guidance (Table 3) illustrates the ‘back ended’ nature of the project and its
cashflows. More than half the gold is produced in the last two quarters of operations between October
2016 and March 2017. It is during this period that Southern Gold expects to see project distributions
paid to its account.

Resource Model to Mill Reconciliation
Following the completion of the second milling campaign, a detailed evaluation was undertaken by MLX
to compare mill reconciled product against the performance of the budget resource model.
The evaluation found that compared to the Mill reconciled production there was:




+38% increase in tonnes;
-29% less grade; and
-2% less delivered ounces against the budget resource model.
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The very small discrepancy of 2% in contained ounces between the operating budget and the mill
reconciled figures is a very good outcome and reinforces the view of Southern Gold that the ore body is
broadly performing to expectations of the Metals X base case.

Stage 2 Open Pit Diamond Drill holes for confirmation of deeper high grade shoot
The southern portion of Cannon Stage 2 pit is designed to capture the high grades intersected in three
holes drilled previously by Southern Gold in the vicinity of the planned base of the open pit. Four
reverse circulation, diamond cored tailed holes (CARD001 – CARD004) were drilled by MLX to confirm
the extent and potential variability in widths and grade in the vicinity of the original holes. The results of
the four drill holes are listed in Table 4:
Table 4: Summary Results of Deep Confirmatory Drilling (Uncut)
Hole No

Hole Type

Interval*

Grade

From*

CARD001

RC/DDH

19.0m

15.1g/t Au

83.0 m

including

2.8m

34.0g/t Au

87.4 m

and

6.0m

22.8g/t Au

92.0 m

CARD002

RC/DDH

3.0m

10.6g/t Au

106.0 m

CARD003

RC/DDH

23.0m

4.8g/t Au

80.0 m

including

6.0m

8.9g/t Au

81.0 m

and

3.0m

15.5g/t Au

91.9 m

3.0m

2.2g/t Au

98.0 m

CARD004

RC/DDH

*Downhole intervals and depths, no more than 3m downhole internal dilution

Figure 1: Section View of Cannon Mine on 6590108mN
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The result from CARD001 is particularly exciting as this is the best intersection ever returned from
drilling at Cannon to date and broadly reinforces Southern Golds view that the deposit grades are
improving with depth.
Also reported at this time was the result of a geotechnical hole, CAGT002, which returned 14m @
2.56g/t from 62.06m downhole. This was a new discovery of a lode in the footwall of the mineralized
system and is an example of additional mineralization being discovered through the course of mining.
The results of these deeper drill holes are likely to modify defined mineralised domains but the overall
geometry of the orebody and the pit design is not anticipated to alter materially. More importantly, the
results of CARD001 and CARD003 will help our interpretation of the extensions to the currently known
orebody and assist in future targeting of the high grade ore shoot with the potential for underground mining.

Resource Extension Drilling Below Open Pit
Planning for diamond drilling below the limits of the stage 2 pit targeting wide, high grade ore shoots
such as that intersected in CARD001 is well advanced. An initial 6-7 hole programme targeting the area
immediately below the pit (the grey hashed area in Figure 2) has been designed and will be drilled from
within the pit (access pending) either late May or early June. A more substantial programme of another
12 diamond holes covering a larger area of the deposit and testing for additional mineralised lenses in
the footwall, is planned for July and will be drilled from outside the pit.
Figure 2: Long section view of Cannon Mine highlighting target zone for high grade gold

More details on this larger drilling programme will be made available once drill design is finalised over
the next month, and take into account results from the initial 6-7 hole programme.
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Monument Drilling
Southern Gold completed a program of 9 Reverse Circulation (RC) and two diamond core tailed RC drill
holes to evaluate the Monument Prospect 800m southwest of the Cannon Gold Mine (Figure 3) on
100% owned mining lease M25/333. Mineralisation at the Monument Prospect is also adjacent to the
Cannon-Jubilee haul road and may have the potential for a shallow, modest-grade resource to extend
the mining operations in the Cannon Mine vicinity.

Figure 3: Monument Prospect Location Relative to Cannon
Previous, wide spaced, drilling had outlined apparently discontinuous, low-grade mineralisation along a
550m strike extent at the Monument Prospect. The recent phase of drilling concentrated on the
northern section of the mineralised trend and confirmed mineralised felsic intrusions in all but one hole.
(see ASX Release 11 April 2016 for details)
While the best intersections follow a single felsic intrusive along the length of the prospect, several other
anomalously mineralised felsic intrusions (Figure 4) paralleling the main trend and provide
encouragement that additional mineralised bodies may be present in the area. One drill hole (BSRC253)
drilled through one of the interpreted cross-cutting fault zones and encountered strong mineralisation in
ultramafics outside of the felsic intrusive package. Table 5 provides a summary of the drilling highlights.
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Figure 4: Section 9555N, BSRCD247
The next drilling program at Monument is currently planned to take place before the end of June 2016
and will focus on infilling the drill pattern with the objective of defining a modest sized JORC resource.
Subsequent drilling programs will test the potential for extension to the south and the relationship of
the mineralised felsic intrusions to a large granodiorite body further to the south.
Table 5: Significant Drill Intersections
(see ASX Release 11 April 2016 for details)
Hole Number
BSRCD247
BSRC251
BSRC252
BSRC253
BSRC255

Hole Type
RC/DDH
including
RC
including
RC
including
RC
RC
including

Interval (m)
7.20
1.90
4.00
1.00
4.00
1.00
7.00
5.00
1.00
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Grade (g/t Au)
1.21
2.93
1.44
3.26
1.70
3.26
2.20
1.42
4.91

From (m)
65.70
71.00
45.00
46.00
38.00
38.00
49.00
56.00
56.00

Significant Event Post Quarter End: Glandore Farm In and Joint Venture
Subsequent to quarter end Southern Gold announced the signing of a binding Farm In and Joint Venture
Agreement with Aruma Exploration Pty Ltd (“AEPL”), a wholly owned subsidiary of Aruma Resources Ltd
(ASX code “AAJ”). See ASX Release dated 4 April 2016 for details. Southern Gold can earn up to a 90%
interest in a package of tenements immediately east of Southern’s Bulong Project (Figure 5).
Figure 5: Location of Glandore JV Area with respect to Kalgoorlie and SAU’s Bulong Project

Exploration by AEPL and earlier explorers has identified a number of significant zones of near surface
mineralisation plus other targets that include potentially economic gold intersections which have not
been subject to detailed economic evaluation. However work undertaken to-date is extensive and
includes fluid flow modelling, structural analysis, geophysical data interpretation, geological mapping,
geochemical sampling and auger, aircore, reverse circulation (RC) and diamond drilling. With a
database of more than 23,000m of drilling, Southern Gold estimates it would cost in excess of $5 million
to replicate the information.
Southern Gold can earn up to 90% by expending a $1.2M in three tranches within three years:
o Tranche 1: minimum of $300,000 qualifying expenditure in the first year (or earlier) to earn
a 50% interest in the tenement package;
o

Tranche 2: a further $400,000 qualifying expenditure in the second year (or earlier) to earn
an additional 25% for a total 75% interest in the tenement package at which point AEPL can
elect to retain its 25% interest and a joint venture will commence;

o

Tranche 3: if no JV is formed a further $500,000 qualifying expenditure in the third year (or
earlier) will earn an additional 15% interest for a total 90% interest in the tenements.
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Three high priority prospects with significant near surface drill intersections have been identified from a
review of historic exploration data: Supergene Zone, Axial Planar and Central Fault (Figure 6).
Figure 6: Glandore Gold Project Tenements, Basement Geology and Highlighted Targets

The tenor and distribution of mineralisation already identified is anticipated to facilitate fast tracking of
JORC resource definition activities and if successful, potential economic extraction by open pit.

Cambodia
Completion of the Sale, Purchase and Joint Venture Agreement occurred during the quarter. All
conditions precedent and consents necessary to affect Completion under the SPJVA with unlisted public
company Mekong Minerals Ltd (“Mekong”) were fulfilled. The net practical result is that Southern Gold
retains a 15% free carried interest in the JV until the completion of a positive definitive feasibility study
and a 2% gross sales royalty (until a cumulative US$11 million is earned at which point the royalty drops
to 1%).
Mekong has been successful in securing the re-issue of Snoul and Phnum Khtung licenses for a period of
6 years as part of the Memot and Kratie North projects respectively. The other two licenses, Preak
Khlong and O’Khtung, as part of the Kratie South Project are advanced in the renewal process and
expected to be granted in due course.
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Corporate
After an additional $500,000 drawdown of the MLX loan (taking the total amount of drawn debt under
the MLX facility to $1.5m, leaving $1.0m undrawn), Southern Gold’s cash position on 31 March 2016
was $682,000. Subsequent to quarter end a ‘convertible debt’ facility was put in place with
sophisticated investors providing an additional $1,000,000 of funds to advance diamond drilling at
Cannon and RC drilling at the new Glandore Project over the next 12 months.
The second 10,000 oz. of gold production from the Cannon Mine was fixed at A$1,560 per troy ounce
under the MLX gold price fix facility. Combined with the first 10,000oz of production fixed at A$1500
per troy ounce, this is approximately 40% of expected production fixed at an average of A$1530 per troy
ounce and leaves about 60% or 30koz unhedged under the Metals X base case. The cash margin at the
fixed price is in excess of $500/oz and at the current gold price (A$1637/oz on 28/4/16) the margin is in
excess of $600/oz.

Managing Directors Comment
Southern Gold Managing Director, Mr Simon Mitchell, commented: “We are an active gold explorer with
gold production and have a lot of drilling activity on hand. Most of our drilling is focused on near term
production potential and either an extension to the Cannon story or a near neighbour to it. So not only are
we counting down to cash flow at the end of the year we are also working actively to extend it. We are only
capitalised at around $10 million yet we should make in excess of this in cash inside 12 months and have a
very good chance of doing it again either by extensions in an underground mining scenario, a satellite
deposit or taking the new Glandore project forward.”
“We are not an idle junior waiting for better times. We are an active company determined to deliver our
shareholders a superior return on a tight capital structure. With all this drilling going on over the next 12
months there is a good chance another Cannon-like story will begin to emerge.”
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Southern Gold Limited: Company Profile
Southern Gold Ltd is a successful gold explorer and producer listed on the Australian Securities Exchange (under ASX
ticker “SAU”). The Company’s main focus is its Bulong Gold Project located 30 km east of the world renowned gold
district of Kalgoorlie (WA) with the flagship Cannon Gold Mine having 846kt @ 3.6g/t Au or 97koz gold defined in
accordance with the JORC code, 94% of which is in the Measured and Indicated categories.
Mining at Cannon has commenced with Metals X Ltd financing and developing the deposit under a 50/50 profit share
arrangement. Metals X is responsible for all mining, haulage and processing activities (ASX announcement 11/11/2014)
with this mandate recently expanded to incorporate the commercial terms of a larger open pit development (ASX
announcement 3/11/2015).
By monetising the Cannon Gold resource, the company will look to accelerate project development opportunities within
its broader tenement holdings to ensure continuity of cash flow into the medium term.

Competent Person’s Statements
The information in this report that relates to Exploration Results has been compiled under the supervision of Mr. Ian
Blucher (MAusIMM). Mr Blucher, who is an employee of Southern Gold Limited and a Member of the Australian Institute
of Mining and Metallurgy, has sufficient experience which is relevant to the style of mineralisation and type of deposit
under consideration and to the activity he has undertaken to qualify as a Competent Person as defined in the 2012
Edition of the Australasian Code for the Reporting of Mineral Resources and Ore Reserves. Mr Blucher consents to the
inclusion in this report of the matters based on the information in the form and context in which it appears.
The information in this report that relates to Cannon Mineral Resources is based on information compiled by Mr Ian
Blucher (MAusIMM). Mr Blucher is an employee of Southern Gold Limited and has sufficient experience that is relevant
to the style of mineralisation, type of deposit under consideration and to the activity being undertaken to qualify as a
Competent Person as defined in the 2012 Australasian Code for Reporting of Exploration Results, Mineral Resources and
Ore Reserves” (JORC, 2012). Mr Blucher consents to the inclusion in this report of the matters based on the information
in the form and context in which it appears.

Forward-looking statements
Some statements in this release regarding estimates or future events are forward looking statements. These may include,
without limitation:


Estimates of future cash flows, the sensitivity of cash flows to metal prices and foreign exchange rate
movements;



Estimates of future metal production; and



Estimates of the resource base and statements regarding future exploration results.

Such forward looking statements are based on a number of estimates and assumptions made by the Company and its
consultants in light of experience, current conditions and expectations of future developments which the Company
believes are appropriate in the current circumstances. Such statements are expressed in good faith and believed to have
a reasonable basis. However the estimates are subject to known and unknown risks and uncertainties that could cause
actual results to differ materially from estimated results.
All reasonable efforts have been made to provide accurate information, but the Company does not undertake any
obligation to release publicly any revisions to any “forward-looking statement” to reflect events or circumstances after
the date of this presentation, except as me be required under applicable laws. Recipients should make their own
enquiries in relation to any investment decisions from a licensed investment advisor.
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Introduced 1/7/96. Origin: Appendix 8. Amended 1/7/97, 1/7/98

Name of entity

SOUTHERN GOLD LIMITED
ACN or ARBN

Quarter ended (“current quarter”)

ACN 107 424 519

31 MARCH 2016

Consolidated statement of cash flows
Cash flows related to operating activities
1.1

Receipts from product sales and related debtors

1.2

Payments for (a) exploration & evaluation*
(b) development
(c) production
(d) administration
Dividends received
Interest and other items of a similar nature received
Interest and other costs of finance paid
Income taxes paid (R&D Refund)
Other
* net of JV reimbursement of expenses
Net Operating Cash Flows

1.3
1.4
1.5
1.6
1.7

Current quarter
$A'000

Year to Date
$A'000

0

0

(306)
0
(25)
(294)
0
2
0
207
0

(770)
(23)
(88)
(751)
0
5
0
207
3

(416)

(1,417)

0
0
(25)
0
0
0
0
0
0
(25)

0
0
(26)
0
0
0
0
0
(3)
(29)

(441)

(1,446)

Cash flows related to investing activities
1.8

1.9

1.10
1.11
1.12
1.13

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 – Mekong Minerals
Net investing cash flows
Total operating and investing cash flows (carried
forward)

+ See chapter 19 for defined terms.
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1.13

Total operating and investing cash flows (brought
forward)
Cash flows related to financing activities
Proceeds from issues of shares, options, etc.
Proceeds from sale of forfeited shares
Proceeds from borrowings
Repayment of borrowings
Dividends paid
Other - prospectus issue costs (placement)

(441)

(1,446)

0
0
500
0
0
0

271
0
1,000
0
0
0

500

1,271

Net increase (decrease) in cash held

59

(175)

1.20
1.21

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

623
0

857
0

1.22

Cash at end of quarter

682

682

1.14
1.15
1.16
1.17
1.18
1.19

Net financing cash flows

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’000
97

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
The amount at 1.23 comprises director fees paid to directors or related corporations of directors of the
Company during the Quarter.

0

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
None

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
None

+ See chapter 19 for defined terms.
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Financing facilities available
Add notes as necessary for an understanding of the position.

3.1

Loan facilities

3.2

Credit standby arrangements

Amount available
$A'000
2,500

Amount used
$A'000
1,500

Nil

Nil

Estimated cash outflows for next quarter
$A'000
563

4.1

Exploration and evaluation

4.2

Development

0

4.3

Production

0

4.4

Administration

187
750

Total

During April 2016, $1m in cash was raised through borrowings to partially fund exploration &
development expenditure on the Cannon Gold Project and other regional tenements and joint
venture interest located in Western Australia, together with general working capital requirements
(refer ASX announcement 29 April 2016).

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

Current quarter
$A'000

Previous quarter
$A'000

25

14

5.2

Deposits at call

657

609

5.3

Bank overdraft

-

-

5.4

Other (provide details)

-

-

682

623

Total: cash at end of quarter (item 1.22)

+ See chapter 19 for defined terms.
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Changes in interests in mining tenements
Tenement reference

Nature of interest
(note (2))

6.1

Interest at
end of
quarter

80%
80%
100%

Nil
Nil
Nil

Interests in mining tenements
relinquished, reduced or lapsed
M25/0162
M25/0234
E25/0405

6.2

Interest at
beginning
of quarter

Relinquished
Relinquished
Relinquished

Interests in mining tenements
acquired or increased

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, redemptions
+Ordinary securities
Changes during quarter
(a) Increases through
issues
(b) Decreases through
securities matured,
converted
+Convertible debt
securities (description)
Changes during quarter
(a) Increases through
issues
(b) Decreases througfh
securities matured,
converted
Options
(description and
conversion factor)

+ See chapter 19 for defined terms.
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Number quoted

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

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

Nil

36,533,349

36,533,349

N/A

Fully Paid

Exercise Price
90
37.5
37.5

Expiry Date
15 October 2017
30 November 2019
15 November 2020

Nil

128,670
400,002
333,334

-
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7.8

Issued during quarter

7.9
7.10

Exercised during quarter
Expired during quarter
Cancelled during quarter
Debentures
(totals only)
Unsecured notes (totals)

7.11
7.12

333,334

-

37.5

15 November 2020

Nil
Nil

+ 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 Law 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:

Print name:

Dan Hill
Company Secretary

Date: 29 April 2016

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.

+ See chapter 19 for defined terms.
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