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Summary
Significant activities for the quarter were:

e The capacity of the processing equipment at the Kangaroo Flat Coarse
Sand Dam has been enhanced with the purchase of a set of spirals to
capture a significant percentage of the gold and sulphides enabling the
finer material to be captured in the concentrators.

e Preparations for mining the Harvest Home Open Pit Mine expansion
confinue to progress.

¢ The reopening of the Swan Decline at Kangaroo Flat and the program for
underground exploration on the Nell Gwynne Line of Reef has the requisite
approvals and is ready for implementation.

Infroduction

GBM'’s objective is the establishment and operation of an economically viable
underground mine (or series of mines) and associated facilities to exploit the
Bendigo Goldfield. An analysis of the goldfield to determine the scope of
mineralisation and the potential size and tenor of mineralised zones showed that:

. Systematic exploration beyond the centre of the field both in the historic
deep mines and in the modern mine has the highest prospect of
success.

. The best of the historic mines usually only worked one or two ‘bonanza’

reefs but that these were sufficiently rich to furnish a large net profit over
the whole life of these mines.

. The inifial focus of underground exploration will be the Nell Gwynne
Dome in the vicinity of the historic Concord Mine where a prospective
zone intersects the decline approximately one kilometre from the
decline entrance and 180 metres below surface.

The Company’s strategy to maximise the value of the Bendigo Assets is being
realised. The Kangaroo Flat coarse sand dam project is in the final stages of
implementation. The project is expected to take two to three years to complete.

The Harvest Home Open Pit Mine expansion is now ready to mine with final
approvals being granted. A Bulk Sample Pit completed in June 2015 will be
expanded in length, width and depth providing a low-cost ore source.
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1.0 Mining and Exploration

1.1 Bendigo Project (MIN5344, MIN 5364, MIN 4878, EL 3327, EL 5035)

The most productive portion of the Bendigo Goldfield lies in an envelope some 16 kilometres
long by 4 kilometres wide. Within this zone there are seventeen major anticlines, twelve of which
account for the bulk of the 16 million ounces of hard rock gold production on the Bendigo
Goldfield.

The Bendigo field is one of bonanzas. Instead of large bodies of uniform grade ore, gold at
Bendigo is relatively coarse and occurs in shoots which may be of great richness and
sometimes great length, in reefs of otherwise nearly barren quartz. The Bendigo reefs recur
generally one below the other at irregular intervals, and in many cases one bonanza was
sufficiently rich to provide a large net profit over the whole life of a mine.

Although most of the reefs are small in cross-section (though sometimes with considerable
continuity along strike) some large saddle/fault reefs and spur zones were mined and remnant
ore is likely to exist in and around historic workings at favourable locations.

Nell Gwynne Dome

The Swan Decline development crossed the Nell Gwynne Line of Reef passing within 50 metres
of the Concord workings at a depth of approximately 180m below ground level (75mAHD).
Driling by Bendigo Mining from Stockpile 6 (at chainage 843m from portal) in 2009 targeted the
Nell Gwynne anticline between -250mAHD and -350mAHD. This drilling revealed mineralisation
on a cross-course fault that was named Nankervis Reef. A number of additional exploration
targets were identified in the same area but were not followed up.

Research suggests that a structure revealed in the historic Concord Mine may correspond with
the Cenftral Nell Gwynne Reef worked profitably further to the north. This structure is estimated
to be within tens of metres of the decline in an area of pitch reversal and double folding.
Elsewhere on the Bendigo Goldfield this sort of structural complexity is frequently the site of gold
mineralisation. The local structure was confirmed by detailed geological mapping of the
decline conducted in 1999.

The exploration of the Nell Gwynne Dome is anficipated to take approximately two years to
complete. The first stage of the project will entail re-equipping and re-entering the Swan
Decline to a position approximately 1,100m from the decline portal. Reconnaissance diamond
drilling will be undertaken from drill platforms from within the decline (between 1,000m and
1,100m from the portal) with a view to demonstrating mineralisation potential.

The second stage of the project is developing new levels at approximately 1,050m from the
portal for distances of approximately 300m north and south along strike of the Nell Gwynne
Anticline (Figure 1). This development will be in the western limb of the anticline and will provide
the opportunity to establish additional drill platforms for the purpose of defining a mineral
resource.
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Figure 1: Nell Gwynne Target Exploration Area

Kangaroo Flat Sand Dam Project

As reported in the September 2017 Quarterly Report, GBM Gold Ltd entered into an agreement
with Gold Miners Australia to jointly reprocess tailings sand in the Kangaroo Flat Coarse Sand Dam
to recover the contained gold and sulphides.

The wash plant containing 2x35tph Great Engineering concentrators to recover the contained
gold and sulphides have been installed and commissioned and is projected to be in operation
early in 2019 (see Figure 2).  Additional gravity separation equipment is being added to the
circuit to increase the efficiency of the operation. The sand dam is estimated to hold 320,000
tonnes indicated and 110,000 tonnes inferred for a total of 430,000 tonnes of material containing
5,100 ounces of gold at a grade of 0.37 g/t as reported in the revised March 2017 Quarterly Report
released in April 2017. The project is expected to take two to three years to complete. Profit will
be shared 50/50 between the parties.
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Figure 2: Kangaroo Flat Coarse Sand Dam Processing Equipment

The design of the Kangaroo Flat Mine was focused on the beneficial reuse of by-products to
reduce the environmental impact of the project in keeping with the principles of Economically
Sustainable Development, and subsequently reduce the area required for by-product (rock and
sand) storage. The majority of the tailings from the process plant were planned to be from early
process stages that did not require the addition of chemicals for leaching. Implementing these
principals resulted in the construction of separate dams for Coarse Sand, Fine Sand and Leached
Tailings (Figure 3).

L T | Fine Sand Dam ===
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e

Figure 3: Kangaroo Flat Site
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To accommodate the expected production, Bendigo Mining constructed a 600,000 tonne per
annum plant complete with crushing, grinding, gravity, flotation and leaching circuits at a cost
of $64 million (Figure 4). The mined ore fonnage was less than expected, which led to the gold
processing plant operating four days per week from 2008 to 2011. Processing inefficiencies
caused by the stop/start nature of the operation resulted in the loss of gold and sulphides to the
coarse sand dam.

July 2006

i
Crushing /f}*?‘ HPGR/screening

Workshop station  Fine ore bin' /! i building

Gravity -
grinding

Flotation -
leaching

-

Process Water Tani-.

Figure 4: Kangaroo Flat Gold Processing Plant

The plant produced 750,000 tonnes of tailings split into the following categories:

« Coarse Sand - 430,000 tonnes
e Fine Sand - 200,000 tonnes
+ Leached Tailings — 20,000 tonnes

The concept for the Coarse Sand Dam (Figure 5) outlined in the 2004 Deborah Reef Supplementary
EES was for the sale of the 430,000 tonnes of sand for reuse in markets such as the packing sand
and concrete market, which did not occur. Reprocessing the sand will improve the quality and
increases potential for reuse.

In addition to capturing gold that was lost to this dam during processing the environmental benefits
of reprocessing the sand are:

» reduction in arsenic content;
« improved re-use potential, and
« Simpler rehabilitation processes.

GBM Gold Limited | ABN 59 119 956 624 | 66 Ham Street, Kangaroo Flat, Bendigo, Victoria 3555 | PO Box 2709 Bendigo DC 3552
Phone: 03 5445 2300 | Email: admin@gbmgold.com.au


mailto:admin@gbmgold.com.au

ASX Release GBM GOLD LTD PAGE 6

Figure 5: Coarse Sand Dam

The gravity separation wash plant uses no chemicals only water. Water used as an integral part
of the separation process also carries the cleaned sand via a pipeline back to the sand dam.
Water is then recovered through the return water system to the process water tank (Figure 4)
where it is stored for reuse.

The gravity separation equipment in the existing 600,000 tpa plant are a Falcon Model: SB2500
and 4 x Inline Spinners - Gekko, Model: ISP3.  The new Great Energy Concentrators operate on
the same principals as the existing gravity separation equipment. Technology has advanced
since the existing plant was constructed twelve years ago and the new concentrators are quieter
and have a significantly higher degree of efficiency (Figure 6).

Figure 6: Great Engineering Concentrators
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In summary:

+ Gold and sulphide material will be recovered without the use of chemicals

+ The gold and sulphide concentrate will be further processed off site to recover the contained
gold

+ The project will provide an environmental benefit by reducing arsenic content and improving
sand reuse potential

1.2 Goldsborough-Wehla Zone Projects
(MIN 5510, EL 5528, MIN 5063 and EL 6369)

These projects lie in the western margin of the Bendigo Zone. The Avoca fault defines the western
margin of this zone. The projects are along the 24 km long Goldsborough-Wehla Shear Zone
which forms part of the Wedderburn-Ballarat trend. Within the Goldsborough-Wehla Shear Zone
mineralised quartz reefs occur from Wehla (EL6369) in the north to Harvest Home (MIN 5510) and
Queens Birthday in the south. The Queens Birthday Mine at Goldsborough (EL 5528) and the mine
at Stuart’s Reef at Moliagul were significant producers of gold with over 100,000 ounces being
mined from Queens Birthday.

The Goldsborough — Wehla Shear Zone is a major deep penetrating structure that has provided
fluid pathways for large quantities of gold and quartz. The host rocks are Ordovician deep marine
sediments composed of siltstone and shale with minor well sorted and rounded fine grained
sandstones. These rocks have been deformed resulting in a moderate west dipping sequence
containing north-northwest tfrending folds that plunge gently (10°) either north or south.

Harvest Home (MIN 5510, 50% Joint Venture with Truelight Mining Pty Ltd)

MMIN 5510 is located approximately 5 kilometres north of Dunolly in Central Victoria on the
eastern margin of the Goldsbrough — Wehla Shear. A broad zone of gold mineralisation trending
north-northwest through MIN 5510 is approximately 3.5 km long and up to 0.4 km wide. Moran's
Luck, Harvest Home, Mother O'Gold and Appleton’s Gold mines have produced in excess of
60,000 oz. (1,860kg) of gold between them (Whitehouse and Watts 2009). A number of discrete
smaller prospects are also contained within the tenement. The historical mine workings reached
depths of up to 122m. A selective program of costeaning and infill drilling will build resource
potential at Harvest Home and other prospects on the tenement.

The approvals processes for the development of a production pit that will encompass and
extend the existing bulk sample pit is complete. Approximately 44,000 tonnes of ore at an
estimated grade of 2.46g/t will be excavated in the next phase of the operation. Mining will be
conventional drill & blast utilising hydraulic excavator and articulated trucks. Ore will be hauled
from the pit to a stockpile location on site for progressive transfer to an offsite processing facility.

Queens Birthday (EL 5528)

This area is adjacent to and immediately to the south of Harvest Home. It contains the Queen’s
Birthday mine that historically yielded about 100,000 ounces of primary gold mineralisation and
has the potential to expand the resources found on the Harvest Home tenement. GBM has
carried out a field exploration survey of the tenement and is preparing the next stage of field
sampling aimed at defining targets under cover.
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Wehla (EL 6369)

Wehla is a shear hosted gold mineralised system that lies at the northern end of the Goldsborough
— Wehla Shear Zone. The main gold workings consist of north trending auriferous reefs; Adelaide,
Prince of Wales, Frenchman'’s, Petticoat, Black, Bismarck and Little Nell with Scotchman’s and
Hungarian between 50 and 200 metres to the east. Each discrete set of gold workings provides
an exploration target. GBM is preparing an exploration program.

Mcintyre (MIN 5093)

The Mcintyre project is located 50 kilometres northwest of Maldon just to the east of the
Goldsborough Wehla Shear Zone. Mining Licence MIN 5093 is centred on the Matrix Reef Mine,
which is part of the Berlin goldfield. GBM is awaiting finalisation of the transfer of the tenement.

1.3 GBM Gold Exploration Projects

Fiddlers Creek (EL6155)

There is an abundance of known workings associated with the Percydale Fault Zone. Planned
exploration is directed towards known mineralization trends in the vicinity of Fiddlers Creek and
Perseverance mines particularly near areas of historical workings.

1.4 Woodvale Evaporation Pond Complex (WEPC)

The remediation plan for this site has been subject to an environmental audit under Section 53V
of the Environment Protection Act 1970. The Company is implementing the recommendations
of the audit.

2.0 Activities Planned for the March Quarter

Bendigo

¢ Commissioning and operating the gravity processing equipment for the coarse sand dam at
Kangaroo Flat.

e Planning for exploration of Nell Gwynne exploration target in the Bendigo Goldfield.

e Woodvale Evaporation Pond Complex, implementing the recommendations of the s53v
audit.

Harvest Home:

e Preparations for mining on the Open Pit Mine expansion.
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3.0 Company Mineral Tenement Porifolio

The mineral tenement portfolio of the GBM Gold Group as at 31 December 2018 is:

Name Tenement | Tenure Type Status GBM
Interest
Bendigo Goldfield
Greater Bendigo | MIN 5344 Mining Licence Granted 100%
Whip & Jersey MIN 4878 Mining Licence Granted 100%
Woodvale MIN 5364 Mining Licence Granted 100%
Bendigo Urban** | EL 6595 Exploration Licence | Pending 0%
Raywood** EL 6596 Exploration Licence | Pending 0%
Wilson Hill EL 5527 Exploration Licence | Granted 100%
Goldsborough Corridor Project (north east of Dunolly, Victoria)
Harvest Home MIN 5510 Mining Licence Granted 50%*
Queens Birthday | EL 5528 Exploration Licence | Granted 100%
Mclintyre MIN 5093 Mining Licence Transfer 0%
Wehla EL6369 Exploration Licence | Granted 100%
Fiddlers Creek Project (south east of Avoca, Victoria)
Fiddlers Creek EL6155 Exploration Licence | Granted 100%

*Joint Venture with Truelight Mining Pty Ltd
** Exploration Licence Applications to replace Bendigo Exploration Licence EL3327

GBM'’s beneficial interests in any joint venture agreements did not change during the quarter.

4.0 Corporate

As previously advised, the loan of $3.0 milion secured for the Company from Silver Bright
International Development Limited, GBM Gold's largest shareholder continues to be delayed.
The Company is in discussions on securing an alternate funding package in the event that the
funds cannot be released in the short term. This funding package is planned to secure the ability
of GBM Gold to meet all of its financial and statutory obligations and set up the Company for the
future and enable it to progress its operational plans.

As part of its ongoing capital raising commitment to fund its production and exploration program,
GBM Gold also wishes to update the market that the Company is well advanced in its
preparation of a fully underwritten rights issue with a plan to make an announcement about the

full details of this and the overall funding package in the near future.

END
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About GBM Gold Ltd (ASX: GBM)

GBM Gold is an Australian based resources company that is creating value from its portfolio of
mining and exploration assets, including the Bendigo Goldfield, located in one of Australia’s most
significant gold producing regions; the Central Victorian Goldfields.

The Bendigo Goldfield is Australia’s second richest historical goldfield behind Kalgoorlie's Golden
Mile. Between 1851 and 1954 the Bendigo Goldfield produced in excess of 18 million ounces from
‘quartz reefs’ at average grades between 10g/t and 15g/t. A further 4 million ounces of alluvial
gold were recovered from the region’s creeks and gullies. GBM is implementing plans to build
on the success of earlier explorers and producers in Bendigo.

For more information, please visit the Company website: www.gbmgold.com.au

Competent Person Statement

The information in this report that relates to Mineralisation, Exploration Targets and Mineral
Resources is based on information compiled by Keith Whitehouse who is a Member of The
Australasian Institute of Mining and Metallurgy and a Chartered Professional (Geology). Mr.
Whitehouse is a principal of Australian Exploration Field Services Ltd (AEFS) a consulting firm
providing geological expertise to GBM Gold. Mr Whitehouse has sufficient experience relevant
to the style of mineralisation and type of deposit under consideration and to the activity which
he is undertaking to qualify as a Competent Person as defined in the 2012 Edition of the
Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves. Mr.
Whitehouse consents to the inclusion in this report of the matters based on his information in the
form and context in which it appears.
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Appendix 5B

+Rule 5.5

Mining exploration entity and oil and gas exploration

entity quarterly report
Introduced 01/07/96 Origin Appendix 8 Amended 01/07/97, 01/07/98, 30/09/01, 01/06/10, 17/12/10, 01/05/13, 01/09/16

Name of entity

GBM Gold Ltd
ABN Quarter ended (“current quarter”)
59119956624 31 December 2018

Consolidated statement of cash flows

Current quarter
$A’000

Year to date

(a) property, plant and equipment
(b) tenements (see item 10)
(c) investments

(d) other non-current assets

(3 months)
$A’000
1. Cash flows from operating activities
1.1  Receipts from customers 138 356
1.2  Payments for
(a) exploration & evaluation (74) (258)
(b) development - -
(c) production - -
(d) staff costs (65) (65)
(e) administration and corporate costs (93) (142)
1.3 Dividends received (see note 3) - -
1.4  Interest received 37 74
1.5 Interest and other costs of finance paid - -
1.6 Income taxes paid - -
1.7 Research and development refunds - -
1.8  Other (provide details if material) - -
1.9 Net_ c_a_sh from / (used in) operating 30 (57)
activities
2. Cash flows from investing activities
21 Payments to acquire:

+ See chapter 19 for defined terms
1 September 2016
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Consolidated statement of cash flows Current quarter Year to date
$A’000 (3 months)
$A’000

2.2 Proceeds from the disposal of:
(a) property, plant and equipment - -

(b) tenements (see item 10) - -
(c) investments - -
(d) other non-current assets - -
2.3 Cash flows from loans to other entities - -
2.4 Dividends received (see note 3) - -

25 Other (provide details if material) - -

2.6 Net cash from / (used in) investing - -
activities

3. Cash flows from financing activities
3.1 Proceeds from issues of shares - -
3.2 Proceeds from issue of convertible notes - -
3.3 Proceeds from exercise of share options - -

3.4 Transaction costs related to issues of - -
shares, convertible notes or options

3.5 Proceeds from borrowings 15 45
3.6 Repayment of borrowings - -

3.7 Transaction costs related to loans and - -
borrowings

3.8 Dividends paid - -
3.9 Other (provide details if material) - -

3.10 Net cash from / (used in) financing 15 45
activities
4, Net increase / (decrease) in cash and

cash equivalents for the period

4.1 Cash and cash equivalents at beginning of
period 19 76

4.2 Net cash from / (used in) operating 30 (57)
activities (item 1.9 above)

4.3 Net cash from / (used in) investing activities - -
(item 2.6 above)

4.4 Net cash from / (used in) financing activities 15 45
(item 3.10 above)

45 Effect of movement in exchange rates on - -
cash held

4.6 Cash and cash equivalents at end of 64 64
period

+ See chapter 19 for defined terms
1 September 2016 Page 12
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5. Reconciliation of cash and cash Current quarter Previous quarter
equivalents $A’000 $A’000
at the end of the quarter (as shown in the
consolidated statement of cash flows) to the
related items in the accounts
5.1 Bank balances 64 19
5.2 Call deposits - -
5.3 Bank overdrafts - -
5.4 Other (provide details) - -
5.5 Cash and cash equivalents at end of 64 19
guarter (should equal item 4.6 above)
6. Payments to directors of the entity and their associates Current quarter
$A'000
6.1 Aggregate amount of payments to these parties included in item 1.2 -
6.2 Aggregate amount of cash flow from loans to these parties included -
in item 2.3
6.3 Include below any explanation necessary to understand the transactions included in
items 6.1 and 6.2
7. Payments to related entities of the entity and their Current quarter
associates $A'000
7.1 Aggregate amount of payments to these parties included in item 1.2 -
7.2 Aggregate amount of cash flow from loans to these parties included -
in item 2.3
7.3 Include below any explanation necessary to understand the transactions included in

items 7.1 and 7.2

+ See chapter 19 for defined terms
1 September 2016
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8.1
8.2
8.3
8.4

Financing facilities available
Add notes as necessary for an
understanding of the position

Loan facilities

Credit standby arrangements

Other (please specify)

Total facility amount
at quarter end
$A’000

Amount drawn at
quarter end
$A’000

4,068

4,068

Include below a description of each facility above, including the lender, interest rate and
whether it is secured or unsecured. If any additional facilities have been entered into or are
proposed to be entered into after quarter end, include details of those facilities as well.

Loan facilities 3.1: $3,473k owing to Unity Mining Limited at zero interest and secured, as per the
Bendigo Asset Sale Agreement as announced to the ASX on the 17t September 2015, and $550k
owing to Silver Bright International Development Limited at 6% interest and unsecured, $30k owing
to Andy Lai at zero interest and unsecured $10k owing to Eric Ng at zero interest and unsecured

and $5k owing to Paul Chan at zero interest and unsecured.

9. Estimated cash outflows for next quarter $A’000
9.1 Exploration and evaluation 200
9.2 Development -
9.3 Production -
9.4 Staff costs 60
9.5 Administration and corporate costs 90
9.6 Other (provide details if material) -
9.7 Total estimated cash outflows 350*

* Estimated cash outflows to be funded by a working capital injection or the receival of part of the
proceeds of the sale of the 600k tpa process plant during the March 2019 quarter.

10.

Changes in
tenements
(items 2.1(b) and
2.2(b) above)

Tenement
reference and
location

Nature of interest

Interest at
beginning
of quarter

Interest
at end of
quarter

10.1

Interests in mining
tenements and
petroleum tenements
lapsed, relinquished
or reduced

10.2

Interests in mining
tenements and
petroleum tenements
acquired or increased

+ See chapter 19 for defined terms
1 September 2016
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Compliance statement

1 This statement has been prepared in accordance with accounting standards and policies
which comply with Listing Rule 19.11A.
2 This statement gives a true and fair view of the matters disclosed.
J/
Signhere: e Date: 29 January 2019
(Director)
Print name: John Harrison
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 that wishes to
disclose additional information is encouraged to do so, in a note or notes included in or attached
to this report.

2. If this quarterly report has been prepared in accordance with Australian Accounting Standards,
the definitions in, and provisions of, AASB 6: Exploration for and Evaluation of Mineral
Resources and AASB 107: Statement of Cash Flows apply to this report. If this quarterly report
has been prepared in accordance with other accounting standards agreed by ASX pursuant to
Listing Rule 19.11A, the corresponding equivalent standards apply to this report.

3. Dividends received may be classified either as cash flows from operating activities or cash flows
from investing activities, depending on the accounting policy of the entity.

+ See chapter 19 for defined terms
1 September 2016 Page 15



