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AUSTRALGOLD Quarterly Activity Report

KEY HIGHLIGHTS
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e Quarterly production (100% of the Casposo, Guanaco and Amancaya mines) was
14,258 gold ounces and 486,591 silver ounces (20,367 gold equivalent ounces) or
13,462 gold ounces and 370,583 silver ounces (18,122 gold equivalent ounces) net to
Austral*.

e The combined production target for calendar year 2018 remains on target at 92,000
AUE(Q 0z net to Austral* or 105,000 AuEq oz (100% basis).

e Quarterly operating cash cost (Cl) and all-in-sustaining cost (AISC) across all
operations were US$1,151 and US$1,409 per gold equivalent ounce respectively with
average selling prices at US$1,324 per ounce of gold and US$16.8 per ounce of silver.

e Sales proceeds for the quarter were US$30.2m of which the Guanaco/Amancaya mine
contributed US$17.4m and the Casposo mine US$12.8m.
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Guanaco and Amancaya Mines Production

e Quarterly production was 11,606 gold ounces and 99,865 silver ounces (12,852 gold
equivalent ounces) compared to the December quarter where production was 11,370
gold ounces and 73,440 silver ounces (or 12,329 gold equivalent ounces).

e Underground operations at Amancaya started during the March quarter in parallel with
the exploitation of the open pit.

e Production at the Guanaco mine was affected by unexpected higher copper grades in
the ore, and the Amancaya mine faced some short term production issues with grade
dilution due to narrow vein mining. Both cases were solved and grades control
procedures have improved.

Casposo Mine Production

e Quarterly production was 2,652 gold ounces and 386,726 silver ounces (100% basis)
(7,515 gold equivalent ounces). Austral Gold’s share of production was 1,856 gold
ounces and 270,708 silver ounces (5,261 gold equivalent ounces (70% basis).
(December quarter production was 5,544 gold ounces and 517,125 silver ounces (100%
basis) (12,292 gold equivalent ounces).

e Production at the Casposo mine decreased from the prior quarter mainly due to lower
head grades due to blending ore from the underground mine with low-grade ore stocks
fed to the mill to compensate for the deficit of ore extraction from the mine. To improve
production at the Casposo mine, the Company plans to use additional mining equipment
in the following quarter.
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A summary of key operational parameters for the March 2018 and 2017 and December
2017 reporting periods is set out in the following table for comparative purposes:

Guanaco/ Casposo Mine Net to
Amancaya Mines (100% basis) Austral Gold*

Operations

Mar Dec Mar Mar Dec Mar Mar Dec Mar
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
2018 2017 2017 2018 2017 2017 2017 2017

Processed (t) 60,573 | 101,908 | 145,456 | 51,107 59,042 | 48,602 | 96,348 | 143,867 | 170,243

Gold produced

(02) 11,606 | 11,370 | 10,299 2,652 5,544 3,487 13,462 15,251 | 12,308

Silver produced

(02) 99,865 | 73,440 | 12,711 | 386,726 | 517,125 | 288,327 | 370,573 435,428 | 180,390

Gold-Equivalent

(02) *** 12,852 | 12,329 | 10,482 7,515 12,292 7,652 18,113 20,933 | 14,914

C1 Cash Cost

(U)Si/Aqu 990 | 1,160 924 1,427 918 1,058 | 1,151 | 1,039 990
0z

All-in Sustaining

Cczst (US$/Au 1,120 | 1,384 | 1,066 1,903 1,145 1,353 1,409 1,264
0z) #

1,187

Realised gold

pri)ce (US$/Au 1,322 | 1,277 | 1,254 1,329 1,282 1,214 1,324/ 1,280| 1,329
0z

Realised silver

price (US$/Ag 17 17 18 17 17 17 17 17 17
02)

* Austral Gold owned 70% of Casposo since March 2017; 51% since March 2016

** The cash cost (C1) includes: Mine, Plant, On-Site G&A, Smelting, Refining, and Royalties (excludes Corporate G&A)

# The All-in Sustaining Cost (AISC) includes: C1, Sustaining Capex, Brownfield Exploration, and Mine Closure Amortisation

*** AuEQ ratio is calculated at 80:1 Ag:Au for March Quarter 2018; 77:1 Ag:Au for December Quarter 2017; 70:1 Ag:Au for March Quarter 2017
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Actual Q1 2018 and Forecasted Calendar 2018 Production:

Total combined production for Q1 2018 was 20,367 gold equivalent ounces (100% basis) or
18,113 (net to Austral Gold*) with an average C1 and AISC of US$1,151/0z and US$1,409/0z
per ounce of gold equivalent respectively.

The table below provides the forecast production figures for calendar year 2018 and Q1 2018
actual results for the 3-month period ended 31 March 2018. Production costs were higher than
forecasted, however the Company expects to meet its forecast by year-end. We will keep
shareholders informed of any changes to the production plan for calendar year 2018.

Guanaco/ Casposo Mine

*
Amancaya Mines (100% basis) Net to Austral Gold

Operations

Q1 Calendar Q1 Calendar Q1 Calendar
2018 2018 2018 2018 2018 2018
Actual Forecasted Actual Forecasted Actual Forecasted

Gold produced (0z) 11,606 54,000 2,652 24,000 13,462 71,000
Silver produced (0z) 99,865 520,000 386,726 1,400,000 370,573 1,520,000
Gold-Equivalent (0z) *** 12,852 62,000 7,515 43,000 14,914 92,000

C1 Cash Cost
(USS/AUEQ 07) ** 990 600-700 1,427  800-900 1151 700-800

All-in Sustaining Cost
(US$/Au 02) # 1,120 850-950 1,903 1,050-1,150 1,409 900-1,050

Sustaining Capital
($000's) e 1,462 13,500 2,657 13,500 4,119 26,500

Realised gold price
(USS/AU 32) b 1,322 1,250 1,329 1,250 1,324 1,250

Realised silver price
(US$/Ag 02) 17 17 17 17 17 17

* Austral Gold owned 70% of Casposo since March 2017; 51% since March 2016

** The cash cost (C1) includes: Mine, Plant, On-Site G&A, Smelting, Refining, and Royalties (excludes Corporate G&A)

# The All-in Sustaining Cost (AISC) includes: C1, Sustaining Capex, Brownfield Exploration, and Mine Closure Amortisation

*** AUEQ ratio is calculated at 80:1 Ag:Au for March Quarter 2018; 77:1 Ag:Au for December Quarter 2017; 70:1 Ag:Au for March Quarter 2017

4 AUSTRAL GOLD QUARTERLY REPORT — MARCH 2018



AUSTRALGOLD

Exploration

e Exploration in Chile is focused on driling the extensions of the Dumbo open pit
mineralised structures at the Guanaco mine, and the upper parts of the Amancaya mine
to support those portions of the model evaluated mainly with Reverse Circulation drill
holes. A complementary DDH drill program of twelve holes was completed on the Nueva
vein, approximately 5km north of the Amancaya open pit operation, with four areas of
gold mineralisation encountered, confirming a structure 2.8km in strike length.

e Exploration in Argentina is focused on testing the extensions of the Inca and Aztec veins
at the Casposo mine, with underground drilling (nine holes), and the extension of the
Mercado vein with two drill holes. Drilling operations moved to the Julieta brownfield
target to complete the program before winter. Three holes were completed in Q1 2018.

Financial

e Cash on hand at 31 March 2018 was US$3.3m.

e Total consolidated debt at 31 March 2018 was US$~25m (of which ~US$16m is short-
term debt by way of financial leases, revolving export facilities and a credit facility). Net
debt repayments during the quarter totalled US$0.2m.
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Operations

(Guanaco/Amancaya
& Casposo)
Projects
(Pingtiino)
Guanaco/Amancaya
Antofagasta, Chile
Casposo
San Juan Province, Argentina
Pinglino,
I:I Santa Cruz Province, Argentina
Guanaco & Amancaya mines Casposo mine > Pinglino project
Antofagasta, Chile San Juan, Argentina Santa Cruz, Argentina

6

100% 100%

Interest Interest Interest

Austral Gold Limited (‘the Company’ or ‘Austral’) and its subsidiaries (‘the Group’) is a growing precious
metals mining and exploration company building a portfolio of assets in South America.

The Group produces gold and silver from the Guanaco and Amancaya Mines in Chile (100% interest)
and the Casposo Mine in San Juan, Argentina (70% interest). The Group also holds an attractive
portfolio of exploration projects including the Pingliino project in Santa Cruz, Argentina (100% interest)
and the recently acquired San Guillermo and Reprado projects near Amancaya (100% interest). With an
experienced and highly regarded major shareholder, Austral Gold is strengthening its asset base by
investing in more precious metals projects in Chile and Argentina with near-term development potential.

AUSTRAL GOLD QUARTERLY REPORT — MARCH 2018






AUSTRALGOLD

Amancaya:

A total Indicated resource of 804,690 tonnes at 9.64 g/t gold and 80.7 g/t silver for 277,352 Gold
Equivalent (“AuEQ”) ounces, including a maiden probable reserve of 948,053 tonnes grading 6.77
g/t gold and 63.2 g/t silver for 232,074 AuEqg ounces which includes a maiden open pit probable
reserve of 254,596 tonnes grading 7.56 g/t gold and 119.5 g/t silver for 74,993 AuEq ounces; and
Total Inferred resource of 959,554 tonnes at 6.79 g/t gold and 36.1 g/t Ag for 220,000 AuEq ounces.

Guanaco:

A Measured and Indicated resource of 2,193,000 tonnes grading 2.9 g/t gold and 13.0 g/t silver for
217,000 AuEq ounces, including; Total reserves of 489,635 tonnes grading 2.99 g/t gold and 3.6 g/t
silver for 47,907 AuEq ounces, including Proven reserves of 189,613 tonnes grading 3.41 g/t gold
and 4.1 g/t silver for 21,106 AuEq ounces and Probable reserves of 300,022 tonnes grading 2.73 g/t
gold and 3.4 g/t silver for 26,801 AuEq ounces. Inferred resource: 1,200,000 tonnes grading 2.6 g/t
gold and 12.9 g/t silver for 110,000 AuEq ounces.

Production

During the 3-month period ended March 2018, total production at Guanaco/Amancaya was
11,606 Au oz and 99,865 Ag oz (or 12,852 AuEq 0z) compared to 10,482 AuEq oz during same
period of the previous year. The increase in production occurred due to the construction of the
new agitation leaching plant at Guanaco during the latter part of 2017.

The operating cash cost (C1) at Guanaco/Amancaya for the 3-month period ended 31 March 2018
and 2017 was US$990/AuEq oz and the all-in sustaining cost (AISC) was US$1,120/AuEq oz
compared to US$924/AuEq oz and US$1,066/AuEq during the same period of the prior year. C1 and
AISC are forecasted to decrease over the balance of 2018 as we expect to increase throughput at
the new agitation leaching. C1 and AISC are forecasted for calendar year 2018 to be US$600-700/0z
and US$850-950/0z respectively.
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Mining

During the March 2018 quarter, mining continued at the Guanaco underground operations with
a total of 23,785 tonnes mined while 17,610 tonnes were mined at the Amancaya open pit and
9,564 from the Amancaya underground operations.

The technical team continues to evaluate opportunities to extend the life of mine of the
Guanaco deposit since the current reserves are expected to be depleted during 2018.

Guanaco/Amancaya

Operations March December March
Quarter Quarter Quarter
2018 2017 2017

Processed (t) 60,573 101,908 145,456
Average Plant Grade (g/t Au) 3.9 3.6 3.5
Average Plant Grade (g/t Ag) 73.5 43.4 7.6
Gold produced (0z) 11,606 11,370 10,299
Silver produced (0z) 99,865 73,440 12,711
Gold-Equivalent (0z) 12,852 12,329 10,482
C1 Cash Cost (US$/AUEq 0z) 990 1,160 924
All-in Sustaining Cost (US$/Au 0z) 1,120 1,384 1,066
Realised gold price (US$/Au 0z) 1,322 1,277 1,254
Realised silver price (US$/Ag 0z) 16.5 17 18

During the March 2018 quarter, underground operations started at Amancaya after finalising the
construction of the portal and decline in previous quarter.

Safety

During the quarter there was one lost-time accidents (LTA) and two nil-lost-time accident
(NLTA) were reported involving Guanaco employees and third-party contractors. Safety and
environmental protection are core values of the Company. The implementation of best practice
safety standards along with a sound risk management program are key priorities for Austral
Gold.

Guanaco Mine Exploration

Drilling to test extensions of known mineralised structures at Dumbo open pit continued during
Q1 2018. The target was divided in four, the west northern part (Dumbo Oeste Norte, DWN), the
west southern part (Dumbo Oeste Sur, DWS), the east northern part (Dumbo Este Norte, DEN),
and the east southern part (Dumbo Este Sur, DES).
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A total of 3,224.15m were completed in the program testing DWS (Beatriz and the Chilena
structures), and DEN (Dumbo Norte structures) targets.

Exploration drilling on the extensions of Dumbo mineralised structures have identified the
continuity of many high-grade gold structures at DWS (Chilena), and DEN.

In addition, a new structure was added to the DWN group of mineralization, the Dumbo Norte

Norte 3 (DDN-3).
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o Collar Superficie
® Collar Subterraneo

— Perforado
— Perforando
——| Proyectado

Referencias

Ledge (2650 m)

Galerias

Target
Dumbo Oeste
Norte

Target
Dumbo
Oeste
Sur

cun-

cHs

DDH-1141

=)

DDH-M
DDH-1140

100 m

P
- Snew
- .. -’
————————

Target
Dumbo Este Norte

DDH-1137

DDH," D“E

pst

Target Dumbo .~
Este Sur -~

-
-
""
----------

Referencias
DNN-2: Dumbo Norte-Norte 2
DNN-1:Dumbo Norte-Norte 1
DN-E1:Dumbo Norte Este 1
DN: Dumbo Norte
DS: Dumbo Sur
DS-1: Dumbo Sur 1
DSS: Dumbo Sur Sur
BEA: Beatriz
CHI: Chilena
CHN-1: Chilena Norte 1
CHS: Chilena splay
DNE: Dumbo Norte Este
DSE: Dumbo Sur Este
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Best intercepts* from results to date include:

Chilena Norte 1 (CHN-1):

e 3.70m @ 1.18 g/t Au; 1.47% Cu (DDH-1131)
e 1.99m @ 2.25 g/t Au 0.15% Cu (DDH-1133)
e 0.8lm @ 2.73 g/t Au 0.22% Cu (DDH-1135)
Chilena (CHI):
e 3.66m @ 2.69 g/t Au; 0.01% Cu (DDH-1131)
e 1.41m @ 2.40 g/t Au; 0.01% Cu (DDH-1140)
o 1.22m @ 1.84 g/t Au; 0.01% Cu (DDH-1143)
e 3.12m @ 15.33 g/t Au; 0.01% Cu  (DDH-1145)

Chilena Sur 1 (CHI-S1):

o 0.88m @ 5.53 g/t Au; 0.02% Cu  (DDH-1131)
o 1.84m @ 2.47 glt Au; 0.01% Cu  (DDH-1131)
o 0.99m @ 3.72 g/t Au; 0.45% Cu  (DDH-1133)

Beatriz (BEA):
e 1.34m @ 2.59 g/t Au; 0.00% Cu (DDH-1136)

Dumbo Este Norte (DEN):

o 2.34m @ 2.12 g/t Au; 0.16% Cu  (DDH-1137)
o 3.18m @ 3.62 g/t Au; 0.05% Cu  (DDH-1146)
o 1.80m @ 1.21 g/t Au; 0.25% Cu  (DDH-1146)

* Interval length is representative of true width as most holes are sub-horizontal and perpendicular to structure.
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Amancaya Mine Exploration:

Two DDH holes totaling 168.9m were completed in the quarter to improve the block model and
confirm high-grade areas in the near surface area of the existing mineral resource. Results
were:

e 0.76m @ 10.1 g/t Au & 1238 g/t Ag (AM-179)
e 0.32m @ 19.9 g/t Au & 47 g/t Ag (AM-179)
e 0.32m @ 31.5¢g/t Au & 132 g/t Ag (AM-179)
e 3.10m @ 34.0 g/t Au & 509 g/t Ag (AM-180)

Amancaya Brownfield Exploration: Nueva Vein

During January a 595.95m DDH drill program was completed at Nueva vein. This program was
a compliment of the 1,367m RC drilling program completed in December 2017. Assays were
received during the period, and the best intercepts were:

e 0.44m @ 2.45 g/t Au (AM-167)
e 267M@ 1.29 g/t Au (AM-168)
e 0.32m @ 5.37 g/t Au & 55 glt Ag (AM-172)
e 0.35m @ 4.10 g/t Au (AM-176)
e 0.40m @ 2.30 g/t Au & 26 glt Ag (AM-178)

Guanaco and Other Mining Properties in Chile: Tenements Status

A complete list of the mining tenements in Chile in which the Company has an interest is
presented in Appendices A and B, attached to this report. There have been some minor
changes to the Company’s interests in these mining tenements during the quarter. All mining
properties are fully owned by the Company through its subsidiaries.
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ARGENTINA

Casposo Mine

The Casposo mine is located in the department of Calingasta, San Juan Province, Argentina,
approximately 150km from the city of San Juan, and covers an area of 100.21kmz2. Casposo is a
low sulfidation epithermal deposit of gold and silver located in the eastern border of the
Cordillera Frontal geological province.

The Cordillera Frontal represents the eastern portion of the Cordillera Principal that runs along
the Chile-Argentine border for approximately 1,500km. The Casposo gold— silver
mineralisation is Permian in age, and occurs in the extensive Permo-Triassic volcanic rocks of
the Choiyoi Group, at both rhyolite, and underlying andesitic rocks, where it is associated with
NW-SE, E-W and N-S striking banded quartz, chalcedony and calcite veins, typical of low
sulfidation epithermal environments. Post-mineralisation dykes of rhyolitic, mafic, and trachytic
composition often cut the vein systems. These dykes, sometimes reaching up to 30m thickness,
are usually steeply dipping and north—south oriented. Mineralisation at Casposo occurs along a
10km long northwest to southeast trending regional structural corridor, with the main Kamila Vein
system forming a 500m long sigmoidal set near the centre. The Mercado Vein system is the
northwest continuation of Kamila and is separated by an east—west fault from the Kamila deposit.

Austral Gold has undertaken a complete revision of historical work (geology, geochemistry,
geophysics and drillings), and finished a regional mapping at a 1:10,000 scale, defining
significant potential for discovering additional mineralisation in Casposo, and ranking a series of
mine and brownfield exploration targets.

Underground mine

The Casposo Mine consists of a number of narrow steeply dipping ore bodies known as Aztec, B-
Vein, B-Veinl, Inca0, Incal, Inca2A, Inca2B, and Mercado. The main production from the
underground mine to date has been from Incal, Aztec, and Inca2A.

The mining method used at the Casposo Mine is Longitudinal Longhole Retreat. Mine
production is made up of a combination of ore development through sill drifts and stope
production.

The processing and recovery method is well known and widespread throughout the gold and
silver mining industry, agitation leaching in tanks followed by Merrill Crowe. Gold recovery from
the plant is ~90% and 88% for gold and silver, respectively.
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The table below summarises the March 2018 quarter results for Casposo as well as those from
the December 2017 and the March 2017 quarters. Actual costs are significantly higher than
forecasted, reflecting the reduced production and the high fixed component in Casposo’s cost
structure. We expect production to increase throughout the year and that forecasted C1 and
AISC in 2018 of US$800-900/0z and US$1,050-1,150/0z respectively to be achieved by year

end.
-
Operations
March December March
Quarter Quarter Quarter
2018 2017 2017

Processed (t) 50,107 59,942 48,602
Average Plant Grade (g/t Au) 1.7 2.9 2.5
Average Plant Grade (g/t Ag) 244.2 332.0 217.75
Gold produced (0z) 2,652 5,544 3,487
Share of Gold produced * 1,856 3,381 2,008
Silver produced (0z) 386,726 517,125 288,327
Share of Silver produced* 270,708 361,988 167,777
C1 Cash Cost (US$/AUEq 0z) 1,427 918 1,058
All-in Sustaining Cost (US$/Au 0z) 1,903 1,145 1,353
Realised gold price (US$/Au 0z) 1,329 1,282 1,214
Realised silver price (US$/Ag 0z) 17 17 17

* Austral Gold owned 70% of Casposo since March 2017; 51% since March 2016

** The cash cost (C1) includes: Mine, Plant, On-Site G&A, Smelting, Refining, and Royalties (excludes Corporate G&A)

# The All-in Sustaining Cost (AISC) includes: C1, Sustaining Capex, Brownfield Exploration, and Mine Closure Amortisation

*** AUEQ ratio is calculated at 80:1 Ag:Au for March Quarter 2018; 77:1 Ag:Au for December Quarter 2017; 70:1 Ag:Au for March Quarter 2017
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Production and Safety

From a safety perspective, there was one lost-time accidents (LTA) and one nil-lost-time
accidents (NLTA) involving employees of Casposo and contractors companies during the
quarter. Safety and environmental protection are core values of the Company. The
implementation of best practice safety standards along with a sound risk management program
are key priorities for Austral Gold.

Casposo Mine Exploration:

Underground drilling continued during Q1-2018 at Kamila area, with a total of 9 DDH holes
(742.1m) drilled on the Inca 0 and Aztec veins. This drilling program is seeking to extend the
mineralisation at depth at the Inca vein, following new structural interpretations.

The first 2 drill holes (173.5m) were drilled at Mercado target. The program was interrupted in
order to move the drill rig to Julieta target (Brownfield) to drill before winter.

Highlights of the mine drilling program are:

Hole ID From Interval Au (g/t) Ag (g/t)

IN-17-91 44.7 0.80 6.54 935.6
IN-18-96 444 2.40 0.43 285.0
IN-18-97 61.0 5.95 2.09 742.1

Tablel Widths are downhole interval. True width is interpreted
as approximately 80% of downhole interval.
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