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30 January 2009

Australian Securities Exchange
Company Announcements Office
10th Floor, 20 Bridge Street
SYDNEY NSW 2000

QUARTERLY REPORT FOR PERIOD ENDING 31 DECEMBER 2008

HIGHLIGHTS

e Detailed financial analysis, engineering evaluations and site visits under the
terms of a Memorandum of Understanding with Acadian Mining Corporation
have determined that Touquoy ore could be transported and treated at its
Scotia Mine plant with a low capital investment of C$32m plus C$7m working
capital and cash operating cost of C$620 per ounce. Gold is currently C$1,100
per ounce.

e Preliminary engineering and financial analyses have determined that an
alternative approach to Touquoy using Gekko gravity-float-intensive leach
processing provides an attractive option with upfront capital of C$53m plus
C$7m working capital, and operating costs reduced to C$455 per ounce.

e The company’s investigations into project finance have determined that a
debt provider is particularly attracted to the low operating cost indicated by
the Gekko studies, the Nova Scotia government is very attracted to the
potential jobs provided by the Touquoy development and the Canadian
Budget stimulus package announced this week contains financial incentives
which will benefit Touquoy.

e Under the terms of a Memorandum of Understanding discussions are in
progress with Acadian Mining to consolidate both companies’ gold properties
in Nova Scotia which together comprise almost 3.0 million ounces of gold
resources and more than 1000km’ of highly prospective exploration lands.

e The company is engaged in ongoing discussions with various funding parties
in order to access additional working capital.
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PROJECT DEVELOPMENT

TOUQUOY GOLD PROJECT Nova Scotia Canada
(Atlantic Gold 60%, may earn up to 75% outside known resources)

PROJECT FEASIBILITY

The Company’s strategy in the present difficult financial market conditions is to
evaluate alternative development options which would reduce the initial capital
required to commence production of the Touquoy Gold Project while preserving
the competitive advantage of mining the gold deposit. Focus has therefore been
given to detailed and comprehensive site evaluations of several alternative
development options conducted with the expert assistance of Gemell Mining
Engineers and based on the considerable reliable technical data generated by
Atlantic over the last several years.

Gravity/CIL Processing Plant

From the outset project development has contemplated a conventional stand-
alone gravity/CIL processing plant with throughput ranging from 1.5 to 2.0
million tonnes per annum and capital costs ranging from C$70m (used 1.5mtpa
plant) to C$95m (new 2.0mtpa plant). As can be seen from the Comparison Table
below very attractive economics attach to even to the latter higher capital cost
option in the current high gold price conditions, however available and most
suitable project capital is limited given present global financial conditions.

Ore Haulage and Treatment at Scotia Mine

Consistent with the strategy of seeking lower initial capital cost options, and as
previously reported, a Memorandum of Understanding was signed on 30
October 2008 with TSX-listed Acadian Mining Corporation to consider, in part,
processing ore from Touquoy through Acadian’s base metal treatment plant at
its Scotia Mine located 40km west of Touquoy. With the necessary plant
modifications made to treat gold ore a throughput rate of up to 1.0 million
tonnes per annum could be potentially achieved.

An intensive site-based evaluation of this option was therefore undertaken in
close collaboration with Acadian’s technical management and a summary of the
resultant financial study is presented in the Comparison Table below. This option
contemplates on-site crushing of ore and haulage to the Scotia Plant for gold
production via gravity, flotation and intensive leach. (From previous
metallurgical investigations Touquoy ore is amenable to flotation with recoveries
around 93%). The Touquoy resource was re-optimised and mining re-scheduled
principally to accommodate the increased throughput costs relating to ore
haulage from mine to mill. This resulted in a pit containing 4.9 million tonnes at
a grade of 2.0g/t.

This presents a favourably low capital cost option — C$39m, of which
approximately one-third relates to plant modification from base metal to gold
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production. Higher projected operating costs to US$505/0z is principally a result
of the ore haulage from mine to mill but nevertheless generate considerable
margin in the current gold price regime.

Stand-alone Gekko GFIL Plant

This alternative involves the implementation of a stand-alone Gekko GFIL plant
(gravity-flotation-intensive leach). Preliminary scoping studies are indicating this
also to be a very attractive alternative. This proven technology is innovative,
having been developed as a low cost alternative to conventional CIP/CIL, and
only recently successfully developed to a production scale appropriate for
Touquoy. It has been applied and financed for similar gold projects around the
world, including in Canada. It appears particularly well suited to Touquoy ore
given its demonstrably high gravity recovery (around 80%) and flotation
characteristics.

Using the same throughput rate and total production as applied to the Scotia
Mine option, this scenario results in the lowest operating costs at US$370/0z.
Based on our discussions with a range of potential project financiers this option
appears to be the most readily financeable. Following favourable commentary
from a financier’s perspective this option is being vigorously pursued. Stated
capital cost of C$60m includes a new comminution circuit with considerable
reduction available should used equipment be deployed.

With its modular and compact configuration a Gekko plant is relatively mobile.
This feature implies reduced site establishment costs, a potential advantage in
contemplating a subsequent relocation to Atlantic’s developing Cochrane Hill
project.

COMPARISON TABLE

GRAVITY/CIL SCOTIA MINE GEKKO
Production 442,000 oz 281,000 oz 281,000 oz
Initial mine life 6 years 6 years 6 years
Plant throughput 2.0 Mtpa 0.8 Mtpa 0.8 Mtpa
Grade 1.4 g/t 2.0 g/t 2.0 g/t
Initial capital C$95M $39M C$60M
Cash cost US$410/0z US$505/0z US$370/0z

C$505/0z C$620/0z C$455/0z
Gold price used US$900/0z US$900/0z US$900/0z

C$1105/0z C$1105/0z C$1105/0z
Net cash (pre-tax) C$163M C$91M C$112M
NPV (8% pre-tax) C$84M C$55M C$65M
IRR (ungeared, pre-tax) 44% 45% 38%
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Consolidation of Atlantic’s and Acadian’s Gold Assets

A second consideration of the above-mentioned Memorandum of Understanding
with Acadian Mining is the consolidation of Atlantic’s and Acadian’s gold
interests in Nova Scotia (see accompanying plan). As previously reported the
combined JORC and National Instrument 43-101 compliant resources of Atlantic
and Acadian amounts to a combined resource inventory of almost 3 million
ounces gold. The consolidation would also deliver over 1000km* of highly
prospective exploration lands. Positive discussions with Acadian are continuing.

Encouragement from Government

In the present restrictive economic circumstances the Canadian Federal
Government, like many others globally, has announced substantial infrastructure
funding initiatives to support the national economy. The Canadian Budget
stimulus package announced on January 27th includes $12 billion in new
Infrastructure Stimulus funding over two years, $200 million for an Extraordinary
Financing Framework to allow businesses to obtain the financing they need to
invest, grow and create new jobs and provides for initiatives of Tax and Tariff
Relief to Stimulate Business Investment.

From public statements and our ongoing communications with Nova Scotia
government representatives and officials a similar mood of support for
infrastructure investment and job maintenance and creation is apparent at the
provincial level. The Nova Scotia government has specifically indicated its earnest
encouragement for Atlantic to proceed with development of the Touquoy Gold
Project as soon as practicable.

PROJECT PERMITTING

Applications for the Mining Lease and for Industrial Approval, the adjunct to the
previously granted Environmental Assessment Approval, have previously been
submitted to the Nova Scotia Departments of Natural Resources and
Environment respectively. These applications are presently in abeyance pending
any required modifications should a development option other than the Base
Case gravity/CIL option be taken.

In evaluation of the Scotia Mine processing scenario senior officials of Nova
Scotia Environment and the Department of Natural Resources were formally
consulted as to specific permitting requirements. Prompt and helpful responses
were received with all reasonable obligations as expected.

Final permitting and granting of the Mining Lease require effective ownership of
surface land titles. Funds received from the rights issue conducted last quarter
were insufficient to enable the intended purchase of selected titles and in
consequence purchase options over ten of these titles were extended and two
were exercised.
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EXPLORATION

COCHRANE HILL OPTION, Nova Scotia

(Atlantic Gold may earn either 60% or 80% depending on co-venturer’s election
following Atlantic Gold’s earn-in expenditure)

Cochrane Hill is an advanced gold exploration property located 80 km east of the
Company'’s Touquoy Gold Project (refer to accompanying plan) and is subject of
an option agreement with TSX-listed Scorpio Mining Corporation.

The program of re-logging all available historic drill holes was completed during
the quarter.

As previously reported preliminary scoping studies applying cost structures
derived from the Touquoy Gold Project and a gold price of C$900/0z have
indicated that about 70% of this resource — almost 400,000 ounces — could
potentially be mined by open pit.

It is reasonable to consider that the Cochrane Hill project, as presently
understood, is commercially viable and subject to further resource development,
permitting and financing, should be developed and operated in conjunction with
Touquoy with the advantages of synergy that such development and operation
would offer.

The current JORC-compliant resource estimate for Cochrane Hill is as previously
announced:

COCHRANE HILL GOLD DEPOSIT

Tonnes (millions)

Grade (g/t Au)

Contained Ounces

Indicated Resource 3.6 1.7 200,000
Inferred Resource 6.4 1.7 347,000
TOTAL 10.0 1.7 547,000

Completion of the resource delineation drilling, final resource estimation,
metallurgical testwork considering application of Gekko’s GFIL technology, pit
design and financial studies are therefore now key priorities for advancing the

Cochrane Hill project.

The nature of the Cochrane Hill mineralisation confirms Atlantic Gold’s belief
that this district is highly prospective for bulk-mineable gold reserves similar to
that at Touquoy. Acquisition of a controlling interest in this advanced prospect,
with its demonstrable upside, represents a significant forward step in Atlantic’s
strategy to develop a commercially viable, environmentally sustainable and
socially acceptable gold mining industry in Nova Scotia. Atlantic looks forward to
advancing this property to production.
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CORPORATE

During the period, the company’s financial position has been further
strengthened from (i) completion of its non-renounceable rights issue raising
$692,804, and (ii) $840,456.89 repayment and reduction of its unsecured loan
from CRX Investments. As announced on 13 January 2009, the remaining
$450,000 loan balance has been extended to mature on 27 January 2010.

The company is engaged in ongoing discussions with various funding parties in
order to access additional working capital.

Yours faithfully

W R Bucknell

This report and accompanying plans will be posted on the Company’s website,
www.atlanticgold.com.au following its release to the Australian Stock Exchange.
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Attribution: The geological and sampling information in this report relating to Mineral
Resources has been compiled by W R Bucknell who is a director of Atlantic Gold, a Member of the
Australasian Institute of Mining and Metallurgy (AusIMM). He has sufficient experience which is
relevant to the style of mineralisation and type of deposit under consideration to qualify as a
Competent Person in respect of the 2004 Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves (the JORC Code).

About Atlantic Gold NL

Atlantic Gold aims to develop open pit gold deposits in Nova Scotia, the Touquoy Gold Project
being the starting point. The extensive goldfields of Nova Scotia have never before been
systematically approached in this way. The Company’s skills are derived from 15 years of such
work in Western Australia, where its principals, as executives and directors of the highly
successful Plutonic Resources Limited, discovered more than 11 Moz of gold and operated up to
five gold mines. The Company principals have considerable previous experience in exploration in
Atlantic Canada.

The target at Touquoy is to develop a project with a minimum 1.5 million tonne per
annum throughput and a 7 year minimum mine life to produce approximately 90,000
ounces gold per year. Atlantic Gold holds a 60% interest in the Touquoy Gold Project. An
additional 15% interest can be acquired in the property outside the general area of the
known resource by securing project financing.

In addition to developing the Touquoy Gold Project Atlantic Gold is undertaking extensive
exploration, both regional and near-mine, to build its resource base. The Company believes the
area is highly prospective for additional Touquoy style deposits. Atlantic Gold’s involvement in
the advanced Cochrane Hill property reflects this strategy, to the extent that the company now
has over 1 million ounces of gold resources under its control in the Touquoy district.
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