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Cannon Mine Commences Production
 17,407 tonnes at 2.33g/t Au was mined for an estimated 2,026 oz of
gold during the quarter exceeding budget expectations. (and with
more than 40,000 tonnes at ~3g/t Au on the ROM pad by mid-October)
 Infill grade control and detailed pit mapping has identified previously
un-defined ore plus converted some zones previously classified as
Inferred in the current resource estimate.
 Golden Ridge railway crossing completed and operational. Haul road
from Cannon to Golden Ridge rail crossing cleared and ore haulage to
Jubilee commencing post quarter end.
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 Follow-up drilling at Arsenal completed.
 Existing Sub-Audio Magnetics data reprocessed to extract embedded
Galvanic Source Electromagnetics information.

Corporate
 Research and Development documentation completed and claim
submitted post quarter end.
 Notification of shareholders holding “in the money” call options due to
expire at the end of November will commence shortly. If exercised the
options will raise an additional $275,000 for Southern Gold.
 Deferred settlement period until 5 November 2015 as part of the share
consolidation process (temporary ASX code “SAUDA”).

Upcoming Quarterly Outlook
 Cannon First Gold Pour expected on the 10 November.
 Commercial terms for the Cannon “Big Pit” scenario to be finalised
with commencement of development expected in mid-November.
 Site infrastructure at Cannon to be completed early in 4Q2015.
 Evaluation of new data extracted from previous SAM surveys.

Commencement of Mining at Cannon
Southern Gold Limited (“the Company”, ASX code “SAU”) achieved a significant objective with the
commencement of mining at the Company’s flagship Cannon Mine at the start of the September
quarter, thus successfully transitioning from explorer to producer.
The mine is being co-developed with Metals X Ltd (“Metals X”, ASX Code “MLX”) in the Kalgoorlie region
of Western Australia (Figure 1). Metals X has been engaged to finance and operate the project under
the Mine Finance and Profit Share Agreement (see ASX release 11 November 2014).
Southern Gold Managing Director, Simon Mitchell, commented:
“The commencement of mining at Cannon is a significant milestone for the company and one very
rarely reached by a junior exploration company. Not only does this differentiate us from the large
number of junior explorers out there but it also holds Southern Gold in good stead for future cash flow
and the extraction of more value from our significant tenure position in the Kalgoorlie region. Investors
should not be surprised if Southern Gold starts to really put runs on the board and turn into that very
rare investment proposition: a high grade gold producer!”
Figure 1: Location of Cannon with respect to Kalgoorlie and Metals X South Kalgoorlie Operations

The commencement of mining of the Cannon resource in the Stage 1a open pit produced a number of
noteworthy outcomes during the September quarter:


No significant injury’s or incidents;
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Above budget ore and waste movement (Table 1); and
17,407 tonnes of ore at a grade of 2.33g/t Au mined for an estimated 2,026 contained ounces of
gold. (with mining post quarter end lifting the ore on the ROM pad to >40kt @ 3g/t Au)

The above budget performance was achieved by gaining earlier access to higher grade blocks and
employing a greater dig rate than planned.
The positive mined grade reconciliation was achieved through detailed mapping and sampling by the pit
geologists during mining coupled with infill grade control programmes in areas where potential ore was
believed to be located. This work has identified previously un-defined ore plus converted some zones
previously classified as Inferred in the current resource estimate (Table 2, see also ASX release 31 July
2015 for full details).
These significant outcomes marked the first quarter of production from the Cannon resource and were
accompanied by:





Completion of the installation of the Golden Ridge rail crossing and approaches.
Clearing of the haul road between Cannon and the Golden Ridge rail crossing. Once completed early
in the December quarter, this will connect to Golden Ridge and the SKO haul road, enabling ore
haulage to commence on the shortest route to the mill.
Grant of MLX’s M25/357 to MLX which hosts the Georges Reward resource, thus paving the way for
a much deeper pit being able to be developed on the Cannon resource once an agreement is
reached with MLX.
Table 1: Cannon September Quarter Production Statistics
Actual

Budget

Variance

Total Moved

Bcm

411,527

380,000

+31,527

Ore Mined

Bcm

16,368

9,013

+7,355

Ore Mined

Tonnes

34,929

17,522

+17,407

Ore Mined

g/t

2.97

2.33

+0.64

Ore Mined

Oz

3,337

1,311

+2,026

Table 2: Cannon Mineral Resource Estimate, Measured, Indicated and Inferred (0.7g/t Au Cut-off)
Deposit &
Weathering
Type

Tonnes
t

Au
g/t

Au
Ounces

Tonnes
t

Au
g/t

Au
Ounces

Tonnes
t

Au
g/t

Au
Ounces

Oxide

16,220

3.42

1,783

423

1.92

26

-

-

-

Transitional

90,687

2.98

8,689

73,473

2.41

5,693

13,124

1.65

696

Fresh

2,331

4.31

323

570,073

4.06

74,413

79,929

2.11

5,422

109,238

3.07

10,795

643,969

3.87

80,132

93,053

2.05

6,118

Total:

Measured

Indicated
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Inferred

Potential “Big Pit” Scenario – Expanding the Stage 1 Pit
The acquisition of exploration tenement E25/268 by Metals X Ltd and the subsequent granting of mining
lease M25/357 to MLX, adjacent to Southern Gold’s Cannon mine on mining lease M25/333 (Figure 1)
has created the potential for the development of a much larger open pit. This outcome could see the
Cannon deposit exploited in a single deeper pit and enable mine optimisation models to capture much
more ore previously constrained by the presence of the mutual tenement boundary.
Previous Stage 1 open pit designs retained a 50m buffer to the tenement boundary and this constrained
the depth of the pit to 275mRL or around 75m vertical in the case of the Cannon deposit. Preliminary
analysis by Southern Gold estimates that a new larger pit optimisation may approach 225mRL (or a
125m deep pit) and include the high grade ore zone centered on 250mRL (Figure 2 below).
Figure 2: Long Section, looking west, of the Cannon Gold Mine illustrating the current Stage 1 Open Pit
(275mRL, dashed line) with potential unconstrained new open pit (225mRL, solid black line).

Final design and commercial arrangements around the big pit scenario are anticipated to be completed
early in the December quarter. Metals X and Southern Gold are very advanced in discussions and will
update the market once commercial negotiations and legal documentation is completed.

Cannon Site Works
As part of the development of the larger pit, it is anticipated that additional sterilisation drilling may be
required to allow for the expanded waste dump area. Additional work on securing sufficient water
supply for dust suppression is also required and several options are being advanced.
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Exploration
Follow-up Drilling at Arsenal
Five holes for 658.4m (580 Reverse Circulation, 78.4 NQ core) were drilled in the vicinity of the
significant Cannon-style alteration located previously in BSRC231. This programme was designed to test
the immediate environs and to the south of this geological target, which also coincided with a +50ppb
Au soil anomaly (Figure 3 below). The principal lithologies encountered were fine to medium grained
quartz-feldspar +/- minor pyrite intrusives (?), possible sediments and mafic intrusives. No significant
intersections were obtained (Table 3). Work is continuing on determining the source of the gold
anomaly in this area.

Figure 3: RC Drilling proximal to BSRC231 at Arsenal.
(Orange gold in soil contour +50ppb)

Table 3: Arsenal Drilling Results
Drillhole
ID

MGA_E

MGA_N

RL
(m)

Depth
(m)

Azi

Dip

Comments

BSRC240
BSRC241
BSRC242
BSRCD243
BSRC244

382304
382112
382106
382068
382248

6590097
6590202
6590252
6590198
6590098

354
355
355
359
355

118
138
120
156.4
126

90
90
90
90
90

-60
-60
-60
-60
-60

NSR
NSR
NSR
NSR, 78m precollar, 78.4m DD
NSR

*NSR = No significant result. See ASX announcement 1/10/215 for JORC Table 1 for technical details on this drilling programme.
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Reprocessing of SAM data
Towards the end of the September quarter, Southern Gold reprocessed the sub-audio magnetic (SAM)
data sets obtained from the earlier survey areas to extract embedded Galvanic Source Electromagnetics
(GSEM) information. This information has the potential to assist with locating deeply weathered zones
that may be associated with shears or alteration and/or the presence of sulphide minerals which may
provide vectors to mineralisation.
The GSEM information obtained from reprocessing the SAM datasets will be used to produce a suite of
geo-referenced images during the December quarter and it is anticipated that the information obtained
will enable further refinement of existing targets at these locations.

Corporate
Research and Development Refund
The Research and Development Refund documentation was compiled during the quarter for the
previous financial year and will be submitted for assessment early in the December quarter.
Cash as at 30 June 2015 was $0.4 million with expectation of these additional funds from the Research
and Development tax refund in the quarter to 31 December.
Option Holders
Investors holding Southern Gold options due to expire on 30 November 2015 are being notified of this
expiry date and invited to exercise their “in-the-money” options. The options have a strike price of
$0.015/option on a pre-consolidated basis which is the equivalent of $0.225/share on a post
consolidated basis. If all options were to be exercised $275,000 would be raised by the company by
the end of November.
Share Consolidation
Shareholders approved the proposal to consolidate capital on a 15:1 basis (15 shares convert to one
consolidated share) reducing the shares on issue from 527m to 35m. As a consequence it is expected
that the share price will increase by the inverse ratio, or 15 times the old share price level. For example,
last trade pre consolidation of Southern Gold’s shares was at $0.021/share (closing price on Friday 23
October) and on a consolidated basis this is the equivalent of $0.315/share.
During this consolidation period shares will trade on a ‘deferred settlement’ basis and a temporary code
“SAUDA” is used. Shares will resume trading under our usual ticker of “SAU” from Friday 6 November.

Upcoming Quarterly Outlook




Processing of Cannon ore is anticipated to commence in the first week of November, with the first
gold pour for the project currently scheduled for November 10.
Commence Stage 1b cutback as part of the overall Stage 1 design. This will increase the proportion
of waste material moved compared to that achieved in the September quarter.
Following completion of the agreement with MLX regarding the joint development of a “Big Pit” on
Cannon, and assuming all regulatory approvals have been received, commence site works for the
mining of the larger pit in mid to late November.
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CONTACT
For further information contact:
Simon Mitchell
Managing Director
PO Box 255
Kent Town 5071
South Australia

Ph: 08 8368 8888
Fx: 08 8363 0697
www.southerngold.com.au

Recent ASX releases relevant to this release
Executed Finance and Development Agreement MLX, 11 November 2014
Quarterly Activities Report, 31 July 2015
Metals X Acquisition of Georges Reward, 13 July 2015
Cannon Mine Development Update, 29 July 2015
Mining at Cannon Commences, 11 August 2015
Cannon Mine Progress, 1 October 2015

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.

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.
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Appendix 5B
Mining exploration entity quarterly report

Rule 5.3

Appendix 5B
Mining exploration entity quarterly report
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

30 SEPTEMBER 2015

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

(232)
(6)
0
(228)
0
2
0
0
0

(232)
(6)
0
(228)
0
2
0
0
0

(464)

(464)

0
0
(1)
0
0
0
0
0
(3)
(4)

0
0
(1)
0
0
0
0
0
(3)
(4)

(468)

(468)

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)

(468)

(468)

0
0
0
0
0
0

0
0
0
0
0
0

0

0

Net increase (decrease) in cash held

(468)

(468)

1.20
1.21

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

857
0

857
0

1.22

Cash at end of quarter

389

389

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
80

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
500

Amount used
$A'000
500

Nil

Nil

Estimated cash outflows for next quarter
$A'000
257

4.1

Exploration and evaluation

4.2

Development

0

4.3

Production

-

4.4

Administration

234
491

Total

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

47

7

5.2

Deposits at call

342

850

5.3

Bank overdraft

-

-

5.4

Other (provide details)

-

-

389

857

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%

Nil

Interests in mining tenements
relinquished, reduced or lapsed
P25/2251

6.2

Interest at
beginning
of quarter

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

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

+ 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

527,624,224
Nil

Nil

527,624,224

N/A

Fully Paid

Appendix 5B
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7.7

Options
(description and
conversion factor)

1,000,000
1,930,000
18,333,322
6,000,000

7.8

Issued during quarter

Nil

7.9
7.10

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

Nil
Nil
Nil

7.11
7.12

18,333,322
-

Exercise Price
10.5
6
1.5
2.5

Expiry Date
1 December 2015
15 October 2017
30 November 2015
30 November 2019

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: 23 October 2015

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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