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MANAGEMENT DISCUSSION AND ANALYSIS 

The following Management’s Discussion and Analysis (“MD&A”) constitutes the information and factors that 

management believe is relevant to understanding the consolidated financial condition and operating 

performance of Karora Resources Inc. and its subsidiaries (“Karora” or the “Corporation”) for the three and 

nine months ended September 30, 2021 and 2020. This MD&A should be read in conjunction with the 

Corporation’s unaudited condensed interim consolidated financial statements and related notes for the three 

and nine months ended September 30, 2021 and 2020, which are prepared in accordance with International 

Financial Reporting Standards as issued by the International Accounting Standards Board (“IFRS”) applicable 

to the presentation of interim financial statements including International Accounting Standard (“IAS”) 34, 

Interim Financial Reporting, as well as other reports filed on SEDAR. The unaudited condensed interim 

consolidated financial statements should also be read in conjunction with the audited consolidated financial 

statements and the related notes for the year ended December 31, 2020, together with the notes thereto 

which have also been prepared in accordance with IFRS. This MD&A contains certain forward-looking 

statements and reference should be made to the ‘Cautionary Statement Regarding Forward-Looking 

Information’ found at the end of this MD&A.  

For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors, considers 

information to be material if: (i) such information results in, or would reasonably be expected to result in, a 

significant change in the market price or value of the Corporation’s common shares; or (ii) there is a substantial 

likelihood that a reasonable investor would consider it important in making an investment decision; or (iii) it 

would significantly alter the total mix of information available to investors. 

Additional information relating to the Corporation, including its Annual Information Form for the most recently 

completed fiscal year is available on SEDAR at www.sedar.com. The Corporation is a reporting issuer under 

applicable securities legislation in each of the provinces of Canada and its outstanding common shares are 

listed on the Toronto Stock Exchange under the symbol “KRR” (OTCQX: KRRGF).  

Certain non-IFRS measures are included in this MD&A. The Corporation believes that these measures provide 

investors an improved ability to evaluate the underlying performance of the Corporation. The non-IFRS 

measure should not be considered in isolation or as a substitute for measures of performance prepared in 

accordance with IFRS. The non-IFRS measures do not have any standardized meaning prescribed under 

IFRS, and therefore may not be comparable to other issuers. 

Results are reported in Canadian dollars, unless otherwise noted. Australian dollars are defined as A$. United 

States dollars are defined as US$. Information contained herein is presented as at November 8, 2021 unless 

otherwise indicated. 
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THIRD QUARTER 2021 HIGHLIGHTS 

Financial Results 

• Karora increased its cash position to $86.7 million at September 30, 2021 in addition to high utilization 

of capital at the new mining operations at Higginsville and accelerated exploration programs across both 

operations. Cash position benefited from proceeds of $10.8 million from the exercise of warrants during 

the quarter. 

• Working capital of $72.8 million increased by $8.0 million from the second quarter of 2021 due to strong 

operating performance and timing of planned investment into Karora's assets as part of 2021's capital 

program.  

• Net earnings of $10.3 million ($0.07 per share) was down $24.6 million from $34.9 million compared to 

the third quarter of 2020. Net earnings during the third quarter of 2020 included an impairment reversal 

of mineral properties of $36.1 million. 

• Adjusted EBITDA2,3 of $28.5 million ($0.19 per share) up $3.9 million compared to the third quarter of 

2020. 

• Adjusted earnings2 of $14.2 million ($0.10 per share) up $0.5 million compared to the third quarter of 

2020. 

• Cash flow from operating activities of $27.9 million, a 27% increase compared to the third quarter of 

2020. 

 

Production and Processing  

• Gold production of 30,365 ounces (84,889 ounces Year to date (“YTD”)) supports strong trajectory 

towards delivery on 2021 guidance of 105,000 - 115,000 ounces1. Gold sales during the third quarter of 

2021 were 28,935 ounces. 

• AISC2 was US$967 per ounce during the third quarter of 2021 and US$1,002 YTD, remains in line with 

2021 guidance range of US$985 – US$1,085 per ounce sold, presenting solid improvement on AISC of 

US$1,044 per ounce sold over the same period of 2020. 

• Spargos mining underway, ready to commence ore production having completed pre-development works, 

awarding of the mining contract, site infrastructure in place and equipment mobilized. 

• Phase 1 mill upgrade to 1.6 Metric ton (“Mt”) capacity on track for completion in the fourth quarter of 

2021. Increased recoveries and utilization were achieved during the quarter. 

• Completed stage 2 of embankment lift to extend the tailings dam life by 14 months, with future lifts 

planned and approved as required. Commended by local authorities for planning and construction work.  

• Aquarius Portal development underway, first mineralized material scheduled for delivery to mill in early 

2022. 

 

1 Assumes no significant interruption to operations as a result of the COVID-19 virus.  
2 Non-IFRS: the definition and reconciliation of these measures are included in the Non-IFRS Measures section of this MD&A. 
3 Earnings before interest, taxes, depreciation and amortization ("EBITDA”) 
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Exploration  

• Infill and step out drilling extending the Larkin Gold Zone’s strike length to over 1km and down dip to 

150m below the ultramafic/basalt contact zone, remaining open at strike and depth. Results include 

significant intercepts of 9.4 grams per ton (“g/t”) over 11.0m, 20.5 g/t over 3.5m and 15.2 g/t over 1.6m. 

• Follow-up drilling program at 50C Nickel Trough discovery has defined a nickel mineralized zone of up 

to 80m width and initial 150m strike length, remaining open to the southeast along a potential 2.6km strike 

length. 

• Early stage drilling on the Lake Cowan prospect has delineated a 5km gold mineralized trend between 

the Monsoon Project and the Baloo Mine, identifying two major new shear zones with the potential for 

primary gold mineralization. 

Key Milestones 

• On June 28, 2021 the Corporation announced a multi-year Growth Plan funded through operating cash 

flows and the current cash balance. Three-year consolidated gold production and cost guidance was 

provided close to doubling production by 2024 to 185,000 – 205,000 ounces by 2024 at AISC of US$885-

US$985 per ounce. The growth plan includes a doubling of Beta Hunt underground production to 2.0 

million tons per annum (“Mtpa”) by 2024 with the addition of a second decline.   

• Karora is underway with its preliminary phase of a long term emissions reduction strategy across its 

operations. In parallel, Karora has achieved carbon neutrality in 2021 for its own operations (Scope 1 

emissions) and purchased electricity consumption (Scope 2 emissions) through the purchase and 

retirement of 80,000t of verified carbon offset credits. A focus of one of the projects invested was a 

reforestation and conservation project in Australia. 

DESCRIPTION OF BUSINESS 

Karora is a multi-operational mineral resource company with its mining interests located in Western Australia. 

The portfolio includes the Beta Hunt Mine (“Beta Hunt”), Higginsville Gold Operations (“HGO”) and Spargos 

Reward Gold Project (“Spargos”). Beta Hunt is a gold producing underground operation with nickel by-product 

credits. Gold bearing ore from Beta Hunt is blended with HGO material for feed into the HGO treatment plant 

at 1.4 Mtpa. The mineral property interest at Beta Hunt and HGO also hosts a large historical resource 

inventory, substantial portfolio of gold tenements and a series of open pits and underground operations. 

Karora is focused on growth through sustainable organic production and further accretive acquisitions of 

precious metal/mineral operations.  
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BUSINESS VALUES 

Karora has adopted the following values:  

• work safely; 

• treat people with dignity and respect; 

• respect the environment; 

• be accountable to deliver on commitments; 

• create lasting prosperity in the communities in which the company operates; and  

• generate value from our assets. 

ENVIRONMENTAL AND SOCIAL GOVERNANCE (ESG) 

Karora is committed to responsible and sustainable business practices in order to:  

• operate in an environmentally responsible manner; 

• protect health and safety of its employees and contractors; and  

• improve the prospects of all stakeholders including local communities. 

COVID-19 UPDATE 

In response to the global COVID-19 pandemic, Karora’s protocols and contingency plans have mitigated 

impacts of the pandemic which included the charter of our own aircraft to service our operations, review of 

staff rostering, first mover to employing a full time medical team to oversee COVID protocols on site and 

planned roll out of immunization at our sites.  

Karora continued gold production during 2021 and 2020, as the Corporation’s ongoing response to the 

COVID-19 pandemic focused on maintaining the safety of its workforce and host communities, while mitigating 

operational impacts. As a further measure management has maintained increased Run of Mine (“ROM”) 

stockpile levels should disruptions to the mining operations or supply chain occur in the future. 

While the Corporation does not currently anticipate any significant impact on the Corporation’s operations 

including with respect to suppliers, service providers and employees due to the ongoing global COVID-19 

pandemic, management continues to monitor developments in order to be in a position to take appropriate 

actions.   



 

- 6 - 
THIRD QUARTER 2021 

OPERATING RESULTS 

Operating Data 

 Three months ended, Nine months ended, 

For the periods ended September 30, 2021 2020 2021 2020 

Gold Operations (Consolidated)     

Tonnes milled (000s) 358 354 1,074 994 

Recoveries 94% 92% 94% 92% 

Gold milled, grade (g/t Au) 2.81 2.36 2.63 2.49 

Gold produced (ounces) 30,365 24,717 84,889 73,612 

Gold sold (ounces) 28,935 22,912 84,894 70,723 

Average realized price (US $/ounce sold) $1,778 $1,905 $1,788 $1,665 

Cash operating costs (US $/oz sold)1 $887 $972 $902 $957 

All-in sustaining cost (AISC) (US $/oz sold)1 $967 $1,044 $1,002 $1,071 

Gold (Beta Hunt Mine)     

Tonnes milled (000s) 224 191 678 563 

Gold milled, grade (g/t Au) 3.22 2.75 3.06 2.95 

Gold produced (ounces) 21,742 15,525 62,356 49,514 

Gold sold (ounces) 20,692 14,502 62,438 47,603 

Cash operating cost (US $/oz sold)1 $761 $1,035 $812 $985 

Gold (HGO Mine)     

Tonnes milled (000s) 134 163 396 413 

Gold milled grade (g/t Au) 2.14 1.91 1.89 1.88 

Gold produced (ounces) 8,623 9,192 22,533 24,098 

Gold sold (ounces) 8,243 8,410 22,456 23,120 

Cash operating cost (US $/oz sold)1 $1,202 $863 $1,151 $901 

1. Non-IFRS: the definition and reconciliation of these measures are included in the Non-IFRS Measures section 14 of this MD&A. 

 
Figure 1: Consolidated Gold Production, AISC and Cash Cost (US$) per Ounce History
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The third quarter of 2021 continued to deliver strong production levels. The 30,365 gold ounces produced 

represents the ninth consecutive quarter of meeting or exceeding production guidance since the acquisition 

of the Higginsville Mill in mid-2019.  

Third quarter 2021 cash costs were US$887 per ounce, an increase of US$13 per ounce compared to the 

prior quarter. Higginsville mill feed during the quarter was approximately 63% material from Beta Hunt 

underground and 37% from HGO operation. 

BETA HUNT MINE OPERATIONS REVIEW 

Production at Beta Hunt was consistent with the second quarter of 2021 at 222,000 tonnes mined during the 

period (10% increase from the third quarter of 2020) at an average grade of 3.20 g/t to produce 22,809 ounces 

of gold (33% increase from the third quarter of 2020). The majority of mined tonnes came from Western Flanks 

with scheduled production through several large lower grade stopes.   

Beta Hunt continued to focus on equipment reliability and expanding capacity. Efforts underway included a 

midlife rebuild of a CAT AD60 truck and the addition of a new CAT 2900 Bogger and CAT AD60 truck under 

the staged fleet replacement program to support increased production capacity.   

The new stage 1 ventilation upgrade is now in use after completion of two underground raise bores and 

associated development and infrastructure. These airways are a critical component of the future ventilation 

requirements for mining the Beta Hunt growth plan. 

During the third quarter of 2021 the Corporation saw a strong increase in nickel sales. Currently, nickel 

production remains limited to remnant nickel resources south of the Alpha Fault. 

HIGGINSVILLE GOLD OPERATIONS REVIEW 

HGO mined 184,000 tonnes during the third quarter of 2021, 8% lower than the third quarter of 2020, at an 

average grade of 1.9 g/t.  The HGO mill processed 134,000 tonnes of HGO ore at an average grade of 2.14 

g/t producing 8,623 ounces of gold.  Total gold ounces sold were 8,243 ounces at a cash cost of US $1,202 

per ounce during the third quarter of 2021.  Below is a summary of the activity at HGO mine areas. 

BALOO  

Baloo’s final grade control program was completed during the third quarter of 2021 to re-optimize the 

northeastern corner, with mining to commence in the fourth quarter of 2021 to extract the remaining ounces 

from the open pit. Karora has now shifted its focus to mining the Hidden Secret and Mousehollow open pits. 

HIDDEN SECRET AND MOUSEHOLLOW  

Hidden Secret performed well during the quarter, with mining of high grade areas as per schedule. Mine 

production from Hidden Secret totalled 139,573 tonnes for 8,631 gold ounces for the third quarter (10% 

increase from the second quarter of 2021) and maintained metallurgical recoveries that were aligned with test 

work at 92-95%.  

Grade control work was completed at Mousehollow with production scheduled to commence in the fourth 

quarter of 2021. The mine will transition to becoming a bulk tonne contributor to the HGO mill. 
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TWO BOYS  

Mine development to provide underground drilling access continued in the upper levels of the Two Boys mine. 

Underground drilling is planned to commence in the fourth quarter of 2021. Dewatering and rehabilitation of 

the lower levels remains a priority to enable access to the higher grade mineralized zones at depth. 

Drilling is also underway into surface mineralization adjacent to Two Boys which could extend into the upper 

levels of Two Boys underground, previously not considered in the mine plan.  

AQUARIUS  

Decline development is set to commence at the Aquarius Mine after completing the box cut and portal during 

the quarter. Development of the decline will continue throughout the fourth quarter of 2021 with initial level 

development mineralized material expected early 2022 and stope production starting shortly thereafter. 

Resource drilling is expected to be carried out from the lateral underground development to provide optimal 

drill bay locations. 

SPARGOS 

Mine production commenced during the fourth quarter of 2021 having completed development works. Site 

infrastructure is now largely in place and equipment was successfully mobilized during the third quarter 

following the awarding of the mining contract.  

The next stage of exploration drilling will focus on extending high grade gold mineralization outside the margins 

of the current Mineral Resource (as reported by Karora on 28 June 2021) and at depth to define the potential 

for a high grade underground operation at Spargos. 



 

- 9 - 
THIRD QUARTER 2021 

 
Figure 4: Open Pit Development and Site Works at Spargos  

 

HGO MILL OPERATIONS 

Tonnes milled at the HGO mill during the third quarter of 2021 were 358,000 at a grade of 2.81 g/t, a 1% 

increase in tonnes compared to the third quarter of 2020. Challenges with heavy rainfall constrained haulage 

to the mill in earlier parts of the period. 

The Phase I mill expansion remains on track to be completed in the fourth quarter of 2021. Performance 

during the third quarter was strong, with increased recoveries and utilization being achieved. The final stage 

of the Phase 1 upgrades will include the gravity screen and tailings pumps. 

Once completed, the Phase I expansion will increase production capacity by approximately 15%, or 550 

tonnes per day, to 1.6 million tonnes per annum. 

The stage 2 lift on the tailings dam has now been completed, extending capacity by 14 months. Planning and 

construction work on Stage 1 & 2 have been highly commended by local government authorities. 

 

Cautionary Statement:  

A production decision at HGO was made by previous operators of the mine, prior to the completion of the acquisition 

of HGO by Karora, and Karora made a decision to continue production subsequent to the acquisition. This decision 

by Karora to continue production and, to the knowledge of Karora, the prior production decisions were not based 

on a feasibility study of mineral reserves, demonstrating economic and technical viability, and, as a result, there 
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may be an increased uncertainty of achieving any particular level of recovery of minerals or the cost of such 

recovery, which include increased risks associated with developing a commercially mineable deposit. Historically, 

such projects have a much higher risk of economic and technical failure. There is no guarantee that anticipated 

production costs will be achieved. Failure to achieve the anticipated production costs would have a material adverse 

impact on the Corporation’s cash flow and future profitability. Readers are cautioned that there is increased 

uncertainty and higher risk of economic and technical failure associated with such production decisions. 

EXPLORATION  

BETA HUNT  

During the quarter Beta Hunt’s drilling totalled 9,183m under its underground extension and upgrade drilling 

program. Exploration focused on: 

• Larkin Gold Zone, with results highlighting Larkin’s mineralization as a third gold resource area in 
addition to the A Zone and Western Flanks Mineral Resource 

• Infill drilling at Western Flanks North and South, with drilling aimed to upgrade the existing mineral 
resource 

• Extensional drilling from the surface, targeting A Zone North, which confirmed the presence of gold 
mineralization 300m from the existing A Zone Mineral Resource 

• Nickel drilling directed at following up the 50C Gamma Zone discovery intersection and upgrading the 
30C Mineral Resource. 

Drilling at Beta Hunt continues to deliver strong results to support upgrade and extensions to our mineralized 

shear zones for the 2021 Mineral Resource and Reserve update expected in early 2022.  

Larkin Gold Zone 

Infill and step out drilling were completed in July 2021, with the drill program totalling 123 holes for 16,207m. 

More recent drilling was focused on testing gold mineralization on the southern extension of Larkin, which 

resulted in an extension of strike length to over 1km and to a depth of up to 150m below the ultramafic / basalt 

contact zone. The Larkin Gold Zone remains open for further extension both along strike and at depth. Recent 

assay results received during the quarter, detailed below, continue to support the preliminary interpretation of 

the Larkin Gold Zone comprising two to three, steep dipping, mineralized zones (see Figure 5) of varying 

widths (3-12m) with mineralization similar in style to the A Zone and Western Flanks deposits. 

• BL19-03AR: 6.2 g/t over 10.3m, including 9.6g/t over 6.2m 

• BL19-04AR: 2.4 g/t over 10.6m 

• BL19-09AR: 9.4 g/t over 11.0m 

• BL19-14AR: 5.9 g/t over 3.2m 

• BL19-23AR: 15.2 g/t over 1.6m 

• EL-EA2-011AR: 20.5 g/t over 3.5m, including 87.9 g/t over 0.4m 

 
Note: Interval lengths are estimated true width 
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The Larkin Zone is located and interpreted to be the faulted southern offset of the Western Flanks zone (see 
Figure 6).  
 

 

Figure 5: Cross-section of Larkin Zone looking northwest (+/- 25m) highlighting recent drill results (CNW Group/Karora) 
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Figure 6: plan view of Beta Hunt showing recent drill traces and significant gold and nickel intersections (CNW Group/Karora) 

Western Flanks South / North  

Infill and extension drilling at Western Flanks North and South was aimed at upgrading the current Inferred 

Mineral Resources at each location, in order to support short term mine development. Drilling results support 

the existing resource models with assay highlights shown below: 

• AW18LV-14AR: 2.1 g/t over 8.0m and 13.5g/t over 2.0m 

• AW190-003EA: 7.9 g/t over 1.2m 

• AW18LV-14AR: 2.1 g/t over 8.0m and 13.5g/t over 2.0m 

• AW190-003EA: 7.9 g/t over 1.2m 

Note: Interval lengths are estimated true widths 

 
Initial surface exploration reverse circulation (“RC”) and diamond drilling was undertaken to test the near 

surface potential for both the Western Flanks and A zone continuing north along strike from the current 

underground resources. Drilling tested for gold mineralization up to a 700m strike distance from existing 

resources, to variable depths to a maximum of 500m below surface. Geological observations from logging the 

RC chips and diamond core show very strong shearing up to 40m wide, dominated by biotite-sericite-pyrite 

alteration with minor quartz veining, with assay results supporting Karora’s geological theory.  
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A Zone North (U/G) 

A Zone North drilling was aimed at upgrading and extending the Inferred Mineral Resource along the northern 

margin of the existing A Zone Mineral Resource. Results show gold mineralization extends over 150m down-

dip of the existing mineral resource. Drilling is also supportive of a continuation of the A Zone resource along 

strike to the north resulting in potential for both up-dip and down dip extensions. Assay results from the A 

Zone North drilling are highlighted below: 

• AA1380-034E: 3.9 g/t over 4.5m, including 9.0 g/t over 1.4m 

• AA1380-040E: 4.6 g/t over 6.9m including 5.1 g/t over 2.7m 

• AA1380-028E: 12.6 g/t over 4.1m 

• AA1380-017E: 2.7 g/t over 9.9m, including 3.9 g/t over 2.3m 

Note: Interval lengths are estimated true widths 

 
A Zone North (surface) 

Extensional RC and diamond drilling from surface in the A Zone North has confirmed the presence of gold 

mineralization 300m from the margin of the existing resource with results set out below. Testing for gold 

mineralization with surface drilling was completed up to a 700m strike distance from existing resources, to 

variable depths to a maximum of 500m below surface. The interpreted A Zone extensional position is 

associated with a number of weak to moderate shear zones with minimal quartz veining. 

• AZ_m182RC_04AE: 4.7 g/t over 2m (78 to 80m downhole) including 9.3 g/t over 1.0m 

• AZN_p102_AE: 1.0 g/t over 8.0m (195 to 203m downhole) including 1.6g/t over 3.0m 

• AZN_P104AE: 0.5 g/t over 10.0m (284 to 294m downhole) including 2.1g/t over 1.0m 

Note: Interval lengths are downhole widths. True estimated widths cannot be determined with available information. 

 

As highlighted in our growth plan, our planned second decline at Beta Hunt will provide the potential to access 

this gold mineralization very early in the development with the opportunity to provide gold revenue at an early 

stage of the mine expansion program. 

Planning for additional drilling to test the continuity of this mineralization is underway. 

Nickel Drilling 

Gamma Zone - 50C Nickel Trough and 10C Mineral Resource: a drill program is in progress aimed at 

extending both the 50C nickel trough discovery where Karora previously reported strong initial results of 11.6% 

Ni over 4.6m including 18.4% Ni over 2.2m (Karora news release dated April 6, 2021) and the adjacent 10C 

nickel Mineral Resource. To date, 28 holes have been drilled as part of this program for 4,986m with assay 

results received for 6 holes.  

50C Nickel Trough: the first two holes of the program tested the basalt-ultramafic contact in a position 

immediately up-dip from the discovery intersection in hole G50-22-005E. The new intersections are 

respectively spaced at 20m and 50m from the discovery intersection, and, combined with the two previously 

reported intersections (holes G50-22-005E and G50-22-003E) support a total width of the nickel mineralized 

zone of over 80m. Assay results for these holes are as follows: 



 

- 14 - 
THIRD QUARTER 2021 

• G50-22-006NE: 4.0% Ni over 3.5m  

• G55-22-001NE: 5.3% Ni over 2.2m 

• G50-22-005E: 11.6% nickel over 4.6 meters, including 18.4% Ni over 2.2 meters (previous quarter) 

• G50-22-002E: 1.2% Ni over 0.3 meters (previous quarter) 

• G50-22-003E: 2.4% Ni over 1.8 meters (previous quarter) 

Note: Downhole intervals. True widths cannot be determined with currently available information 
 
Nickel mineralization on the targeted basalt/ultramafic contact has been logged as massive, matrix-supported 

and disseminated nickel sulphide, indicating that the nickel sulphide intercepts are representative of an intact 

nickel trough. 

Drilling totaling 18 holes has been completed up to 45m south and 100m north along strike from the discovery 

intersection with nickel sulphide mineralization evident in twelve of the completed holes. Results are pending 

for sixteen 50C holes. 

10C Nickel Trough: The 10C drill program was designed to upgrade the existing Inferred Mineral Resource 

and extend known nickel mineralization. To date, drilling has intersected massive sulphide with associated 

matrix-supported and disseminated sulphide in three holes, matrix-supported sulphide in two holes and 

disseminated sulphide in four holes. Initial assay results indicate that the mineralization is well represented by 

the existing Mineral Resource. Significant results returned to date from the 10C drilling are highlighted below: 

• G10-22-001NR: 0.4% Ni over 1.5m 

• G10-22-002NR: 1.0% Ni over 4.6m 

• G10-22-003NR: 1.2% Ni over 0.9m  

• G10-22-004NR: 3.5% Ni over 0.3m and 2.5% Ni over 0.7m 
 
Overall, recent nickel drill results continue to reinforce the potential for mineralization that is similar to the Beta 

Zone, south of the Gamma Island Fault and strengthen the initial interpretation that this new mine area, which 

is only 140m from existing mine development, represents a significant growth opportunity for by-product nickel 

production at Beta Hunt. 

The structural and mineralogical characteristics of the 50C trough closely align with those of the Western 

Nickel Belt at the southern end of the Beta nickel workings indicating that the 50C nickel mineralization 

represents an offset extension to the Western Nickel Belt. The 10C is interpreted to be the offset extension to 

the Eastern Nickel Belt and has structural and mineralogical characteristics that are consistent with this 

interpretation. There is potential for both belts to join within the Gamma Zone mineralized system. Further 

drilling is planned to test this interpretation. 

30C Nickel Trough: The 30C nickel resource lies directly above the Larkin Gold Zone mineralization. Infill 
drilling continued to upgrade and extend the 30C nickel trough. A total of 14 holes for 812m was completed 
over the reporting period. Significant results from the recent drilling campaign are listed below: 

• B30-19-007NR: 2.4% Ni over 3.6 m 

• B30-19-012NR: 1.2% Ni over 8.2 m, including 2.8% Ni over 1.1 metre 
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• BL19-009AR: 2.5% Ni over 2.1 m 

Note: Interval lengths are estimated true widths 
 

HIGGINSVILLE EXPLORATION 

Resource Definition drilling was ramped-up during the quarter, totalling 18,419m, a 79% increase on the 
second quarter of 2021. 

Resource Definition: Drilling programs designed to support life of mine (“LOM”) objectives focused on the 

Higginsville Central area which contains three active mining operations: Two Boys, Aquarius and Hidden 

Secret, the subject of the recently completed Model Earth targeting study. Drilling targeted extensions and 

upgrades to the Two Boys and Aquarius deposits, and tested extensions to the Hidden Secret open pit and 

Mousehollow Mineral Resource. The drill programs are still in progress, with up to fives rigs operating at any 

one time (3 x diamond rigs, 1 x RC rig and 1 x dual purpose rig). Results from the drilling programs are 

expected in the fourth quarter of 2021.   

Resource definition planning for the fourth quarter of 2021 includes testing “Model Earth” identified drill targets 

immediately west of the Trident deposit and testing for plunge and down dip extensions to the Spargos Mineral 

Resource. The Trident underground gold mine produced 1.05Moz prior closure in 2016 and represents the 

largest Mineral Resource (Measured & Indicated) within the Higginsville Central area of 1.3Mt @ 4.6g/t for 

190kozs (see Karora Technical Report dated Feb 1, 2021 at www.sedar.com). 

Sleuth Trend / Lake Cowan Exploration: Exploration activities for the quarter resulted in significant new drill 

results and the CSA Global targeting study, which focused on the Sleuth Trend. This trend extends over 25km 

and includes the Baloo open pit mine, Monsoon and Nanook prospects. 

The new drill results (see Karora release dated September 14, 2021) include RC drillhole KPBR0104 which 

intersected strong secondary mineralization in the regolith above the basalt/shale contact (21.2g/t over 3m1) 

and diamond drillhole KPBD0364 which intersected primary mineralization, returning 9.0g/t over 

0.75m1 associated with quartz-carbonate veining and pyrite hosted by foliated basalt (Figure 7). 

Drilling was designed to test below a strong regolith anomaly located 1km northwest of the main Monsoon 
prospect (and along the Sleuth Trend). 

• KPBR0104: 21.1g/t over 3m including 54.9g/t over 1.0m, located 1km south along strike from 
previously announced aircore result of 1.35g/t over 50m. 

• KPBD0364: 9.0 g/t over 0.75 metres 

Note: Downhole intervals. True widths cannot be determined with currently available information. 
 

Stepping outside of the Sleuth Trend, a wide-spaced aircore drill program returned anomalous low-level gold 

geochem results that, in combination with historical results and reinterpretation of regional geophysical 

datasets1, support the existence of two new, potentially mineralized northwest trending shear zones plus 

subsidiary north-south structures (Figure 7). The interpreted northwest structures parallel the regionally 

prospective Boulder Lefroy Shear and Zuleika Shear zone and are yet to be tested at depth in bedrock. Based 

on current understanding, these new shear zones are an estimated 20kms in length. 

http://www.sedar.com/
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CSA Global is in the final stages of completing a 3D geological and mineralization framework model over the 

mineralized Sleuth Trend which includes the Baloo deposit, Monsoon and Nanook gold prospects. Work 

delivered to date by CSA Global incorporates whole rock geochemistry (bottom of hole) on all historic aircore 

drill holes including principal component (PC) analysis. The results of the PC analysis support known deposits 

(Baloo) and indicates possible open extensions beyond known bedrock mineralization.  

Results of the CSA Global study in combination with the broader Lake Cowan geochemical/structural targets 

will be used to develop targets for follow-up drilling.  

1.   Resource Potentials, a Perth based consultant company specialising in geophysical survey design, processing-modelling, interpretation, 
and drill hole targeting (2021). 
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Figure 7: Regional “heat map” plan of Max g/t Au in drill holes overlaid on satellite image of Lake Cowan highlighting selected significant 
intersections from recently completed drilling and interpretation of two new northwest trending shear zones, parallel to the interpreted 

position of the regional Boulder Lefroy and Zuleika Shear Zones (CNW Group/Karora) 

 

FINANCIAL RESULTS  

 

1. Non-IFRS: the definition and reconciliation of these measures are included in the Non-IFRS Measures of this MD&A. 
2. Adjusted EBITDA revised to conform to current year’s presentation. 

 

Three and nine months ended September 30, 2021, compared with three and nine months ended 

September 30, 2020. 

REVENUE 

For the three months ended September 30, 2021, the Corporation generated revenue of $68.4 million of which 

HGO contributed $18.6 million, and Beta Hunt contributed $49.7 million. During the comparable period in 

2020, the Corporation generated revenue of $59.4 million where HGO and Beta Hunt contributed $21.3 million 

and $38.1 million, respectively. The increase in revenue in 2021 was the net result of higher gold ounces sold 

offset slightly by lower average realized prices on ounces sold which increased by 26% and decreased by 

7%, respectively. 

For the nine months ended September 30, 2021, the Corporation generated revenue of $197.2 million of 

which HGO contributed $50.6 million, and Beta Hunt contributed $146.6 million. During the comparable period 

in 2020, the Corporation generated revenue of $169.8 million where HGO and Beta Hunt contributed $54.5 

million and $115.3 million, respectively. The increase in revenue in 2021 was the result of higher gold ounces 

sold and higher average realized prices on ounces sold which increased by 20% and 12%, respectively. 

 

(in thousands of dollars except per share amounts) Three months ended, Nine months ended, Six months ended,

For the periods ended September 30, 2021 2020 
2 Change 2021 2020 

2 Change

Revenue       $68,360       $59,405         $8,955     $197,214     $169,787      $27,427 

Production and processing costs 30,508 28,032 2,476 89,379 81,093 8,286 

Royalty expense 4,651 2,983 1,668 12,762 12,434 328 

General and administrative: share-based compensation 747 6,702 (5,955) 4,995 8,748 (3,753)

General and administrative: other 4,769 3,386 1,383 15,152 11,190 3,962 

Depreciation and amortization 6,389 5,182 1,207 21,390 14,708 6,682 

Operating earnings 20,683 49,207 (28,524) 52,923 77,701 (24,778)

Other expenses (income), net 4,678 (1,001) 5,679 16,382 9,367 7,015 

Earnings before income tax 16,005 50,208 (34,203) 36,541 68,334 (31,793)

Income tax expense 5,665 15,341 (9,676) 15,186 23,110 (7,924)

Net earnings 10,340 34,867 (24,527) 21,355 45,224 (23,869)

Net earnings per share - basic           $0.07           $0.24         $(0.17)           $0.15           $0.33         $(0.18)

Net earnings  per share - diluted           $0.07           $0.24         $(0.17)           $0.14           $0.32         $(0.18)

Adjusted EBITDA
1 28,541 24,653 3,888 79,232 64,386 14,846 

Adjusted EBITDA per share
1 
- basic           $0.19           $0.17           $0.02           $0.54           $0.47          $0.07 

Adjusted earnings 
1 14,240 13,783 457 36,597 33,175 3,422 

Adjusted earnings per share - basic 
1           $0.10           $0.10         $(0.00)           $0.25           $0.24          $0.01 
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PRODUCTION AND PROCESSING COSTS 

For the three months ended September 30, 2021, production and processing costs, after adjustments for 

changes in inventories, were $30.5 million compared to $28.0 million in the comparable period in 2020. 

Production and processing costs include mining, processing, surface services and other mine general and 

administrative costs. The increase was due to the increase in 2021 tonnes mined and tonnes processed. As 

noted above, the Corporation had an increase in ounces sold of 26% which contributed to higher production 

and processing costs. 

For the nine months ended September 30, 2021, production and processing costs, after adjustments for 

changes in inventories, were $89.4 million compared to $81.1 million in the comparable period in 2020. The 

increase was due to the increase in 2021 tonnes mined and tonnes processed. As noted above, the 

Corporation had an increase in ounces sold of 20% which contributed to higher production and processing 

costs. 

ROYALTY EXPENSE 

Royalties for the three months ended September 30, 2021 were $4.7 million compared to $3.0 million for the 

comparable period in 2020. The increase in royalty expense was mainly due to an increase in gold sales offset 

by the 2020 royalty buybacks which impacted royalty payments for Beta Hunt and HGO. 

Royalties for the nine months ended September 30, 2021 were $12.8 million compared to $12.4 million for 

the comparable period in 2020. The increase in royalty expense was mainly due to increases in gold sales 

and gold price offset by the net reduction based on the 2020 royalty buybacks which impacted royalty 

payments for Beta Hunt and HGO. 

GENERAL AND ADMINISTRATIVE 

For the three months ended September 30, 2021, General and administrative: other was an expense of $4.8 

million compared to $3.4 million for the comparable period in 2020. The increase in General and 

administrative: other was the result of higher employee and contractor compensation and office and general 

expenses of $1.1 million and $0.4 million, respectively.  

For the nine months ended September 30, 2021, General and administrative: other was an expense of $15.2 

million compared to $11.2 million for the comparable period in 2020. The increase in General and 

administrative: other was the result of higher employee and contractor compensation and office and general 

expenses of $2.2 million and $1.8 million, respectively.  

SHARE-BASED COMPENSATION 

For the three months ended September 30, 2021, General and administrative: share-based compensation 

was an expense of $0.7 million compared to $6.7 million for the comparable period in 2020. The decrease 

was primarily due to additional share-based compensation issued to management and staff during the last 

half of 2020 in respect of long term incentive programs. Partially offsetting the year over year decrease was a 

decrease in the share price during the third quarter of 2021 compared with an increase in share price in the 

third quarter of 2020. 

For the nine months ended September 30, 2021, General and administrative: share-based compensation was 

an expense of $5.0 million compared to $8.7 million for the comparable period in 2020. The decrease was 
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primarily due to additional share based compensation issued to management and staff during the last half of 

2020 in respect of long term incentive programs. Partially offsetting the year over year decrease was a 

decrease in the share price during the first nine months of 2021 compared with an increase in share price in 

the first nine months of 2020. 

DEPRECIATION AND AMORTIZATION 

Depreciation and amortization expense, after adjustments for changes in inventories, for the three months 

ended September 30, 2021 was $6.4 million compared to $5.2 million in the comparable period in 2020. The 

increase in depreciation and amortization was primarily due to the increase in mined and sold ounces as well 

as the additional amortization of mineral properties with shorter lifespans.  Furthermore, there is a significantly 

higher balance of depreciable assets during the third quarter of 2021 compared with the prior year.  Property, 

plant and equipment and mineral property interests increased by $51.2 million year over year.  This includes 

the 2020 impairment reversal on the Beta Hunt mine of $36.1 million as well as the 2020 royalty buyback 

arrangements of $63 million which contributed to depreciable assets. 

Depreciation and amortization expense, after adjustments for changes in inventories, for the nine months 

ended September 30, 2021 was $21.4 million compared to $14.7 million in the comparable period in 2020. 

The increase in depreciation and amortization was primarily due to the increase in mined and sold ounces as 

well as the additional amortization of mineral properties with shorter lifespans.  Furthermore, there is a 

significantly higher balance of depreciable assets during the nine months ended of 2021 compared with the 

same prior year period.  Property, plant and equipment and mineral property interests increased by $51.2 

million year over year.  This includes the 2020 impairment reversal on the Beta Hunt mine of $36.1 million as 

well as the 2020 royalty buyback arrangements of $63 million which contributed to depreciable assets. 

OTHER EXPENSES, NET 

For the three months ended September 30, 2021, other expenses, net increased by $5.7 million. The increase 

in expenses was primarily due to foreign exchange losses of $2.4 million in 2021 versus a gain of $2.3 million 

in 2020 and an unrealized gain on revaluation of marketable securities of $1.4 million in 2020 compared to 

$0.1 million in 2021. The foreign exchange movement is non-cash and primarily relates to the translation of 

intercompany loan balances between the Australian entities and the Canadian parent.  

For the nine months ended September 30, 2021, other expenses, net increased by $7.0 million. The increase 

in expense was primarily due to foreign exchange losses of $11.5 million in 2021 versus a gain of $6.8 million 

in 2020 and an impairment loss of $6.0 million in 2020 with no impairments in 2021. The foreign exchange 

movement is non-cash and primarily relates to the translation of intercompany loan balances between the 

Australian entities and the Canadian parent. The impairment loss in 2020 was mainly due to the loss realized 

on the sale of Dumont. 
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INCOME TAX EXPENSE 

For the three months ended September 30, 2021, income tax expense was $5.7 million compared to $15.3 

million for the comparable period in 2020, a decrease of $9.6 million. The primary reason for the decrease 

was due to lower taxable income at the Australian operations which gave rise to a significant decrease in 

taxable income. 

For the nine months ended September 30, 2021, income tax expense was $15.2 million compared to $23.1 

million for the comparable period in 2020, a decrease of $7.9 million. The primary reason for the decrease 

was due to lower taxable income at the Australian operations which gave rise to a significant decrease in 

taxable income. 

NET EARNINGS 

Net earnings for the three months ended September 30, 2021 was $10.3 million compared to net earnings of 

$34.9 million for the comparable period in 2020. As described above, operating earnings decreased by $28.5 

million which is primarily due to the impairment reversal of property, plant and equipment of $36.1 million in 

2020 partially offset by a higher level of production and processing costs, depreciation and amortization 

expense and general and administrative costs. Revenue also more than offset changes in other expenses 

which was primarily due to losses from derivative instruments and foreign exchange translation. The derivative 

instrument movement was mainly due to the change in fair value due to the movement in gold price.  

Net earnings for the nine months ended September 30, 2021 was $21.4 million compared to net earnings of 

$45.2 million for the comparable period in 2020. As described above, operating earnings decreased by $24.8 

million which is primarily due to the impairment reversal of property, plant and equipment of $36.1 million in 

2020 partially offset by a higher level of production and processing costs, depreciation and amortization 

expense and general and administrative costs. Increased revenues more than offset changes in other 

expenses which was primarily due to higher losses from derivative instruments and foreign exchange 

translation.  The derivative instrument movement was mainly due to the change in fair value due to the 

movement in gold price.   

SUMMARY OF QUARTERLY RESULTS 

 

Quarterly results vary in accordance with the Corporation’s revenues which is affected by gold price and 

ounces sold, production and processing costs, royalty, exploration, development, acquisition and financing 

activities. Historically, exploration and evaluation expenses, share-based compensation expenses, changes 

in the fair value of derivatives and foreign exchange variations had the most significant impact on the 

Corporation’s quarterly results, followed by general and administrative expenses and royalty expenses. 

Fluctuations in the Canadian dollar, which is the Corporation’s presentation currency, against the US dollar 

and Australian dollar will also continue to affect the Corporation’s quarterly results as a result of its cash and 

cash equivalents and liabilities denominated in US or Australian dollars as well as its revenue being 

denominated in US or Australian dollars. 

(in thousands of dollars) 2021 2020 2019

Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4

Revenues $68,360 $69,570 $59,284 $69,349 $59,405 $56,100 $54,282 $56,832 

Earnings $10,340 $5,391 $5,624 $42,906 $34,867 $9,818 $539 $10,465 

Net earnings per share - basic $0.07 $0.04 $0.04 $0.30 $0.24 $0.07 $0.00 $0.08 

Net earnings per share - diluted $0.07 $0.04 $0.04 $0.28 $0.24 $0.07 $0.00 $0.08 
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LIQUIDITY AND CAPITAL RESOURCES 

CASH FLOWS    

 

OPERATING ACTIVITIES 

For the three months ended September 30, 2021, cash provided by operating activities, prior to changes in 

non-cash working capital, was $27.9 million compared to cash provided of $23.8 million for the same period 

in 2020, representing an increase of $4.1 million. The increase is primarily due to higher operational earnings 

as a result of higher gold revenues. Changes in non-cash working capital in the period provided cash of $1.9 

million during the three months ended September 30, 2021, reflecting higher inventories and payables at the 

end of the period.  

For the nine months ended September 30, 2021, cash provided by operating activities, prior to changes in 

non-cash working capital, was $79.0 million compared to $56.0 million for the same period in 2020, 

representing an increase of $23.0 million. The increase is primarily due to higher operational earnings as a 

result of higher gold revenues. Changes in non-cash working capital in the period resulted in a higher use of 

cash of $6.4 million during the nine months ended September 30, 2021.  

INVESTING ACTIVITIES 

Investing activities for the three months ended September 30, 2021 reflected a use of cash of $31.0 million. 

The primary outflows in the three months ended September 30, 2021 were for the acquisition of property, 

plant and equipment and mineral property interests.  

The nine months ended September 30, 2021 reflected a use of cash of $66.2 million. The primary outflows in 

the nine months ended September 30, 2021 were for the acquisition of property, plant and equipment and 

mineral property interests. 

FINANCING ACTIVITIES 

For the three months ended September 30, 2021, financing activities provided cash of $8.3 million lower than 

the cash provided of $16.7 million for the same period in 2020 due to lower share issuances offset by proceeds 

from exercise of options and warrants.  

For the nine months ended September 30, 2021, financing activities provided cash of $3.7 million compared 

to $15.8 million for the same period in 2020 due to lower share issuances offset by proceeds from the exercise 

of options and warrants. 

(in thousands of dollars) Three months ended, Nine months ended, Six months ended,

For the periods ended September 30, 2021 2020 Change 2021 2020 Change

Cash provided by operations prior to changes in working capital          $27,873          $23,794            $4,079          $79,013          $56,043          $22,970 

Changes in non-cash working capital                  63            (1,884)             1,947            (5,997)                399            (6,396)

Income taxes paid                 (20)                  -                   (20)                 (71)                  -                   (71)

Cash provided by operating activities            27,916            21,910             6,006            72,945            56,442            16,503 

Cash used in investing activities          (31,019)          (20,593)          (10,426)          (66,244)          (38,713)          (27,531)

Cash provided by financing activities             8,340            16,666            (8,326)             3,671            15,848          (12,177)

Effect of exchange rate changes on cash and cash equivalents               (678)               (851)                173            (3,348)               (934)            (2,414)

Change in cash and cash equivalents            $4,559          $17,132        $(12,573)            $7,024          $32,643        $(25,619)
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As a result of the foregoing activities, for the three months ended September 30, 2021, operating, investing 

and financing activities provided cash of $4.6 million compared to $17.1 million in the same period of 2020. 

CAPITAL RESOURCES 

 

1. Working capital is calculated as current assets (including cash and cash equivalents) less current liabilities. 

2. Financial liabilities include long-term debt and lease obligations. 

 

As at September 30, 2021, the Corporation had a working capital surplus of $72.8 million compared to a $56.8 

million surplus as at December 31, 2020 an improvement of $16.0 million. The increase to working capital 

was a result of increases in cash and cash equivalents of $7.0 million, inventories of $6.6 million and a 

decrease in accounts payable and accrued liabilities of $2.6 million offset by an increase in current lease 

obligations of $1.0 million. 

Total assets as at September 30, 2021 increased by $47.9 million compared to the period ended December 

31, 2020, primarily due to an increase in cash and cash equivalents of $7.0 million, property, plant and 

equipment and mineral property interests of $35.2 million and, inventories of $6.6 million.  

Total liabilities as at September 30, 2021 increased by $14.3 million compared to the period ended December 

31, 2020. This increase is primarily due to increases in deferred tax liabilities of $14.1 million, lease obligations 

of $1.8 million and asset retirement obligations of $4.9 million, offset by decreases in accounts payable and 

accrued liabilities of $2.6 million, debt of $1.1 million and derivative financial liabilities of $2.3 million. 

The Corporation intends to refinance its existing $30 million debt facility to lower its interest costs. The 

Corporation’s future financing efforts may be affected by several factors including, but not limited to, general 

economic conditions and volatility in the capital markets.   

OUTLOOK  

The outlook and financial targets only relate to the 2021 to 2024 period. This outlook includes forward-looking 

information about the Corporation’s operations and financial expectations and is based on management’s 

expectations and outlook as of the date of this MD&A. This outlook, including expected results and targets, is 

subject to various risks, uncertainties and assumptions, which may impact future performance and our 

achievement of the results and targets discussed in this section. The Corporation may update the outlook 

depending on changes in metal prices and other factors. 

September 30, December 31,

(in thousands of dollars) 2021 2020

Cash and cash equivalents $86,719        $79,695        

Working capital 
1 72,785          56,835          

Property, plant and equipment and mineral property interests 274,292        239,044        

Total assets 397,962        350,099        

Current liabilities excluding current portion of financial liabilities 
2 45,227          48,295          

Non-current liabilities excluding non-current portion of financial liabilities 
2 72,548          55,650          

Financial liabilities (current and non-current) 
2 39,558          38,950          

Total liabilities 157,333        142,895        

Shareholders’ equity 240,629        207,204        



 

- 23 - 
THIRD QUARTER 2021 

MULTI-YEAR GROWTH PLAN AND 2021-2024 GUIDANCE 

On June 28, 2021 the Corporation announced three-year production guidance as part of a multi-year growth 

plan that is expected to see gold production increase from 99,249 ounces in 2020 to a range of 185,000 – 

205,000 ounces in 2024 at an AISC of US$885 – US$985 per ounce sold. For 2021, production guidance is 

between 105,000 to 115,000 ounces of gold at an AISC of US$985 to US$1,085 per ounce sold. Table 1 

below outlines production, cost and capital investment guidance for 2021-2024. 

Table 1 – Consolidated Multi-Year Guidance to 2024 

Production & Costs   2021 2022 2023 2024 

Gold Production  Koz  105 - 115 120 – 140 150 – 170 185 - 205 

All-in sustaining costs US$/oz  985 - 1,085 900 – 990 890 – 990 885 - 985 

Capital Investments  

Sustaining Capital  A$ (Million) 5 - 6 8 – 13 11 – 16 18 - 23 

Growth Capital  A$ (Million) 40 - 46 45 – 55 47 – 57 30 - 40 

Exploration & Resource 

Development  

A$ (Million) 20 - 23 21 – 24 22 – 25 20 - 23 

(1) 2021 Guidance, announced in January 2021 (see Karora news release dated January 19, 2021), remains unchanged. This production 

guidance through 2024 is based on the 2020 year-end Mineral Reserves and Mineral Resources announced on December 16, 2020. 

(2) The Capital Investment amounts listed above, which the Corporation expects to fund with cash on hand and cashflow from operations, 

includes the capital required during the applicable periods to expand the capacity of the Higginsville mill to 2.5 Mtpa. See below for further detail 

regarding this expansion. 

(3) The material assumptions associated with the expansion of Beta Hunt mining production rate to 2.0 Mtpa in 2024 include the addition of a 

second ramp decline system driven parallel to the ore body, ventilation and other infrastructure that is required to support these areas, and an 

expanded trucking fleet. The Capital Investment amounts listed above, which the Corporation expects to fund with cash on hand and cashflow 

from operations, include the capital required during the applicable periods to fund this production expansion. See below for further detail 

regarding this expansion. 

(4) The Corporation’s guidance assumes targeted mining rates and costs, availability of personnel, contractors, equipment and supplies, the 

receipt on a timely basis of required permits and licenses, cash availability for capital investments from cash balances, cash flow from operations, 

or from a third-party debt financing source on terms acceptable to the Corporation, no significant events which impact operations, such as 

COVID-19, nickel price of US$16,000 per tonne, as well as an A$ to US$ exchange rate of 0.78 and A$ to C$ exchange rate of 0.91. Assumptions 

used for the purposes of guidance may prove to be incorrect and actual results may differ from those anticipated. See below “Cautionary 

Statement Concerning Forward-Looking Statements”. 

(5) Exploration expenditures include capital expenditures related to infill drilling for Mineral Resource conversion, capital expenditures for 

extension drilling outside of existing Mineral Resources and expensed exploration. Exploration expenditures also includes capital expenditures 

for the development of exploration drifts. 

(6) Capital expenditures exclude capitalized depreciation. 

(7) AISC guidance includes general and administrative costs and excludes share-based payment expense. 

(8) See “Non-IFRS Measures” set out at the end of this MD&A.  

Advanced internal study work and detailed engineering is progressing ahead of a formal construction decision 

by the Board of Directors. 

The growth plan guidance also assumes no significant disruption in operations as a result of the COVID 19 

virus. 
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OUTSTANDING SHARE DATA 

As at November 5, 2021, the Corporation had 152,863,075 common shares issued and outstanding and had 

the following securities outstanding, which are exercisable for common shares: 

As at November 5, 2021, the Corporation had 

147,347,038 common shares issued and 

outstanding and had the following securities 

outstanding, which are exercisable for common 

shares:  

 Number of Securities 

Stock options 3,279,065 

 

As at November 5, 2021, the Corporation had the following securities outstanding, which are redeemable, at 

the option of the holder, for cash and/or common shares: 

  Number of Securities 

Deferred share units 394,768 

Restricted share units 2,275,020 

Performance share units 1,553,061 

 

Under the agreement dated March 8, 2007, pursuant to which the Corporation acquired a 100% interest in the Marbaw Mineral 

Claims (see the Corporation’s most recent Annual Information Form on file with the Canadian provincial regulatory authorities, 

available at www.sedar.com), the Corporation is required to issue 1.6 million common shares of Karora to Marbaw upon the 

satisfaction of certain conditions. Such conditions have been satisfied other than the receipt by the Corporation of a notice from 

Marbaw requesting that these shares be issued. 

OFF-BALANCE SHEET ARRANGEMENTS 

As of the date of this MD&A, the Corporation does not have any off-balance sheet arrangements. 

PROPOSED TRANSACTIONS 

From time to time, in the normal course of business, the Corporation considers potential acquisitions, joint 

ventures, and other opportunities. The Corporation will disclose such an opportunity if and when required 

under applicable securities rules. 

SUBSEQUENT EVENTS 

As of the date of this MD&A, the Corporation does not have any subsequent events. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The preparation of consolidated financial statements in conformity with IFRS requires management to apply 

accounting policies and make estimates and assumptions that affect amounts reported in the consolidated 

financial statements and accompanying notes. There is disclosure of the Corporation’s critical accounting 

http://www.sedar.com/
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policies and accounting estimates in note 2 of the audited consolidated financial statements for the year ended 

December 31, 2020.  

 

There were no changes to the accounting policies applied by the Corporation to its September 30, 2021 

unaudited condensed interim consolidated financial statements, compared to those applied by the Corporation 

to the audited consolidated financial statements for the year ended December 31, 2020 except for the 

presentation of cash flows related to finance charges. The cash flows relating to finance charges and finance 

income are now presented as investing or financing activities rather than operating activities. The Corporation 

has adjusted the presentation in the comparative cash flow statement to conform with the current period 

presentation. As a result of the change in presentation, for the nine months ended September 30, 2020, cash 

provided by operating activities increased by $2.3 million, cash used in investing activities decreased by $0.1 

million and cash provided by financing activities decreased by $2.4 million.  As a result of the change in 

presentation, for the three months ended September 30, 2020, cash provided by operating activities increased 

by $1.1 million and cash provided by financing activities decreased by $1.1 million.  

INTERNAL CONTROLS OVER FINANCIAL REPORTING AND DISCLOSURE 
CONTROLS AND PROCEDURES 

The Corporation’s management, including the Chief Executive Officer (“CEO”) and the Chief Financial Officer 

(“CFO”) of the Corporation, is responsible for establishing and maintaining the Corporation’s internal controls 

over financial reporting (“ICFR”) and disclosure controls and procedures (“DCP”), as those terms are defined 

in National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”).  

Our internal control over financial reporting is a process designed to provide reasonable assurance regarding 

the reliability of financial reporting and the preparation of financial statements for external purposes in 

accordance with IFRS. Any system of internal control over financial reporting, no matter how well designed, 

has inherent limitations. Therefore, even those systems determined to be effective can provide only 

reasonable, not absolute, assurance with respect to financial statement preparation and presentation.  

CHANGES TO INTERNAL CONTROLS OVER FINANCIAL REPORTING 

NI 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings requires public companies in 

Canada to disclose in their MD&A any change in ICFR during the most recent fiscal quarter that has materially 

affected, or is reasonably likely to materially affect, ICFR.  

There were no changes in internal controls of the Corporation during the quarter ended September 30, 2021 

that have materially affected, or are likely to materially affect, the Corporation’s internal control over financial 

reporting. 

DISCLOSURE CONTROLS AND PROCEDURES 

Management, with the participation of the CEO and the CFO, assessed the effectiveness of our DCP as of 

September 30, 2021. Based upon the results of that evaluation, the CEO and the CFO concluded that our 

DCP were effective to provide reasonable assurance that material information relating to the Corporation is 

accumulated and communicated to management to allow timely decisions regarding required disclosure, and 
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that the information disclosed by us in the reports that we file is appropriately recorded, processed, 

summarized and reported within the time period specified in applicable securities legislation. 

NON-IFRS MEASURES 

This MD&A refers to cash operating cost, cash operating cost per ounce, all-in sustaining cost, EBITDA, 

adjusted EBITDA and adjusted EBITDA per share which are not recognized measures under IFRS. Such non-

IFRS financial measures do not have any standardized meaning prescribed by IFRS and are therefore unlikely 

to be comparable to similar measures presented by other issuers. Management uses these measures 

internally. The use of these measures enables management to better assess performance trends. 

Management understands that a number of investors and others who follow the Corporation’s performance 

assess performance in this way. Management believes that these measures better reflect the Corporation’s 

performance and are better indications of its expected performance in future periods. This data is intended to 

provide additional information and should not be considered in isolation or as a substitute for measures of 

performance prepared in accordance with IFRS. 

In November 2018, the World Gold Council (“WGC”) published its guidelines for reporting all-in sustaining 

costs and all-in costs. The WGC is a market development organization for the gold industry and is an 

association whose membership comprises leading gold mining companies. Although the WGC is not a mining 

industry regulatory organization, it worked closely with its member companies to develop these non-IFRS 

measures. Adoption of the all-in sustaining cost and all-in cost metrics is voluntary and not necessarily 

standard, and therefore, these measures presented by the Corporation may not be comparable to similar 

measures presented by other issuers.  

The following tables reconcile these non-IFRS measures to the most directly comparable IFRS measures: 

MINING OPERATIONS 

Cash Operating and All-in Sustaining Costs 

The Corporation uses these measures internally to evaluate the underlying operating performance of the 

Australian Operations. Management believes that providing cash operating cost data allows the reader the 

ability to better evaluate the results of the underlying operations. 
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AUSTRALIAN MINING OPERATIONS 
CONSOLIDATED MINING OPERATIONS 

 Three months ended, Nine months ended, 

For the periods ended September 30, 2021 2020 2021 2020 

Production and processing costs 36,149 34,955 108,086 100,699 

Royalty expense: Government of Western 

Australia 

1,679 1,167 4,767 3,804 

Royalty expense: Other 2,972 1,816 7,995 8,631 

By-product credits (2,821) (1,344) (6,371) (2,206) 

Adjustment 1 (5,641) (6,923) (18,707) (19,606) 

Operating costs (C$) $32,338 $29,671 $95,770 $91,322 

General and administrative expense – Australia 2,3 1,916 1,202 5,799 4,130 

Sustaining capital expenditures 994 985 4,793 6,698 

All-in sustaining costs (C$) $35,248 $31,858 $106,362 $102,150 

Average exchange rate (C$1 – US$1) 0.79 0.75 0.79 0.75 

Operating costs (US$) $25,665 $22,274 $76,563 $67,716 

All-in sustaining costs (US$) $27,975 $23,916 $85,051 $75,727 

Operating costs (A$) $34,941 $31,140 $100,930 $99,914 

All-in sustaining costs (A$) $38,085 $33,436 $112,087 $111,850 

Ounces of gold sold  28,935 22,912 84,894 70,723 

Cash operating costs per ounce sold (US$) $887 $972 $902 $957 

All-in sustaining cost per ounce sold (US$) $967 $1,044 $1,002 $1,071 

Cash operating costs per ounce sold (A$) $1,208 $1,359 $1,189 $1,413 

All-in sustaining cost per ounce sold (A$) $1,316 $1,459 $1,320 $1,582 
1. Negative adjustment for intercompany tolling transactions  

2. G&A costs were reduced with R&D and Due Diligence costs 

3. G&A: share-based payments were excluded in calculating AISC 

 

 

BETA HUNT MINE  

 

    

 Three months ended, Nine months ended, 

For the periods ended September 30, 2021 2020 2021 2020 

Production and processing costs 18,486 18,526 58,633 55,358 

Royalty expense: Government of Western 

Australia 

1,382 965 3,691 2,737 

Royalty expense: Other 2,786 1,816 7,414 7,277 

By-product credits (2,802) (1,304) (6,311) (2,111) 

Operating costs ($) $19,852 $20,003 $63,427 $63,261 

Average exchange rate (C$1 – US$1) 0.79 0.75 0.79 0.74 

Operating costs (US$) $15,755 $15,016 $50,716 $46,879 

Operating costs (A$) $21,450 $20,994 $66,775 $69,224 

Ounces of gold sold 20,692 14,502 62,438 47,603 

Cash operating costs per ounce sold (US$) $761 $1,035 $812 $985 

Cash operating costs per ounce sold (A$) $1,037 $1,448 $1,069 $1,454 
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HIGGINSVILLE MINE  

 

    

 Three months ended, Nine months ended, 

For the periods ended September 30, 2021 2020 2021 2020 

Production and processing costs 17,663 16,429 49,453 45,341 

Royalty expense: Government of Western Australia 297 202 1,076 1,066 

Royalty expense: Other 186 - 581 1,353 

By-product credits (19) (40) (60) (94) 

Adjustment1 (5,641) (6,923) (18,707) (19,606) 

Operating costs ($) $12,486 $9,668 $32,343 $28,060 

Average exchange rate (C$1 – US$1) 0.79 0.75 0.79 0.74 

Operating cost (US$) $9,910 $7,258 $25,847 $20,836 

Operating cost (A$) $13,492 $10,147 $34,155 $30,689 

Ounces of gold sold 8,243 8,410 22,457 23,120 

Cash operating costs per ounce sold (US$) 

 

$1,202 $863 $1,151 $901 

Cash operating costs per ounce sold (A$) 

 

$1,637 $1,207 $1,521 $1,327 

1. Negative adjustment for intercompany tolling transactions 

 

QUARTERLY CONSOLIDATED MINING OPERATIONS 

 
For the three months ended, Sep 30, 

2021 

Jun 30, 

2021 

Mar 31, 

2021 

Dec 31, 

2020 

Sep 30, 

2020 

Production and processing costs 36,149 35,860 36,077 34,361 34,955 

Royalty expense: Government of Western 

Australia 

1,679 1,700 1,388 1,738 1,167 

Royalty expense: Other 2,972 2,656 2,367 2,635 1,816 

By-product credits (2,821) (1,294) (2,256) (1,466) (1,344) 

Adjustment1 (5,641) (6,290) (6,776) (6,574) (6,923) 

Operating costs ($) $32,338 $32,632 $30,800 $30,694 $29,671 

General and administration expense – 

Australia3 

1,916 2,762 1,121 1,954 1,202 

Sustaining capital expenditures 994 1,791 2,008 549 985 

All-in sustaining costs ($) $35,248 $37,185 $33,929 $33,197 $31,858 

Average exchange rate (C$1 – US$1) 0.79 0.81 0.79 0.77 0.75 

Operating costs (US$) $25,665 $26,569 $24,329 $23,556 $22,274 

All-in sustaining costs (US$) $27,975 $30,276 $26,800 $25,477 $23,916 

Operating costs (A$) $34,941 $34,502 $31,487 $32,231 $31,140 

All-in sustaining costs (A$) $38,085 $39,316 $34,686 $34,859 $33,436 

Ounces of gold sold  28,935 30,412 25,547 27,932 22,912 

Cash operating costs per ounce sold 

(US$) 

$887 $874 $952 $843 $972 

All-in sustaining cost per ounce sold 

(US$) 

$967 $996 $1,049 $912 $1,044 

Cash operating costs per ounce sold 

(A$)2 

$1,208 $1,134 $1,233 $1,154 $1,359 

All-in sustaining cost per ounce sold 

(A$)2 

$1,316 $1,293 $1,358 $1,248 $1,459 

1. Negative adjustment for intercompany tolling transactions.  
2. Quarterly costs in functional currency. 
3. G&A: share-based payments were excluded in calculating AISC 
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ADJUSTED EBITDA AND ADJUSTED EARNINGS  

Management believes that adjusted EBITDA and adjusted earnings are valuable indicators of the 

Corporation’s ability to generate operating cash flows to fund working capital needs, service debt obligations, 

and fund exploration and evaluation, and capital expenditures. Adjusted EBITDA and adjusted earnings 

exclude the impact of certain items and therefore is not necessarily indicative of operating profit or cash flows 

from operating activities as determined under IFRS. Other companies may calculate adjusted EBITDA and 

adjusted earnings differently.  

Adjusted EBITDA is a non-IFRS measure, which excludes the following from comprehensive earnings (loss): 
income tax expense (recovery); interest expense and other finance-related costs; depreciation and 
amortization; non-cash other expenses, net; non-cash impairment charges and reversals; non-cash portion of 
share-based payments; acquisition costs; derivatives and foreign exchange loss; sustainability initiatives. 
   

  

1. Primarily non-recurring items which do not impact cash flow. 
2. Non-operating in nature which does not impact cash flows. 
3. Primarily related to intercompany loans for which the loss is unrealized. 
4. Primarily related to non-recurring environmental initiatives. 

5. Revised to conform to current year's presentation. 

 

Adjusted earnings is a non-IFRS measure, which excludes the following from comprehensive earnings (loss): 

non-cash portion of share-based payments; revaluation of marketable securities; derivatives and foreign 

exchange loss; tax effects of adjustments; sustainability initiatives. 

(in thousands of dollars except per share amounts) Three months ended, Nine months ended,

For the periods ended September 30, 2021 2020 
5 2021 2020 

5

Net earnings for the period - as reported          $10,340          $34,867          $21,355          $45,224 

Finance expense, net             1,104             1,269             3,150             3,019 

Income tax expense             5,665            15,341            15,186            23,110 

Depreciation and amortization             6,389             5,182            21,390            14,708 

EBITDA            23,498            56,659            61,081            86,061 

Adjustments:

Non-cash share-based payments 
1                856             6,351             4,306             8,064 

Share of loss of associates 1                  -                    -                    -                  425 

Unrealized loss (gain) on revaluation of marketable securities 
2               (140)            (1,384)                357            (1,372)

Non-cash impairment charge 
2                  -                    -                    -               6,006 

Impairment reversal 
1                  -            (36,087)                  -            (36,087)

Other expense (income), net 
2                108               (147)                123               (394)

Loss on derivatives 
2             1,223             1,556             1,277             8,485 

Foreign exchange loss (gain) 
3             2,383            (2,295)            11,475            (6,802)

Sustainability initiatives 
4                613                  -                  613                  -   

Adjusted EBITDA $28,541        $24,653        $79,232        $64,386        

Weighted average number of common shares - basic   148,593,430   142,842,112   147,194,673   137,875,428 

Adjusted EBITDA per share - basic             $0.19             $0.17             $0.54             $0.47 
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1. Primarily non-recurring items which do not impact cash flow. 
2. Non-operating in nature which does not impact cash flows. 
3. Primarily related to intercompany loans for which the loss is unrealized. 

4. Primarily related to non-recurring environmental initiatives. 

 

CAUTIONARY STATEMENT REGARDING RISKS 
Readers of this MD&A are encouraged to read the “Risk Factors” as more fully described in the Company’s 

filings with the Canadian Securities Administrators, including its Annual Information Form for the year ended 

December 31, 2020, available on SEDAR at www.sedar.com. 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 
This MD&A contains “forward-looking information”, which may include, but is not limited to, statements relating 

to the liquidity and capital resources of Karora, production and cost guidance, the potential of Beta Hunt,  

HGO, Spargos and Aquarius and its exploration properties, successfully obtaining project financing, 

successfully obtaining permitting, the future financial or operating performance of the Corporation and its 

projects, the future price of and supply and demand for metals, the estimation of mineral reserves and 

resources, the realization of mineral reserves and resources estimates, the timing and amount of estimated 

future production, costs of production, capital, operating and exploration expenditures, costs and timing of the 

development of new and existing deposits, costs and timing of future exploration as well as the potential of 

exploration at the Beta Hunt Mine, HGO, Spargos, Aquarius and the Corporation’s exploration properties, 

requirements for additional capital, government regulation of mining operations, environmental risks, 

reclamation expenses, the success of mining operations, economic return estimates and potential upside. 

Often, but not always, forward-looking statements can be identified by the use of words such as “plans”, 

“expects”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates”, or “does not 

anticipate” or “believes” or variations (including negative variations) of such words and phrases, or state that 

certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. 

Readers should not place undue reliance on forward-looking statements. 

Forward-looking statements involve known and unknown risks, uncertainties and other factors which may 

cause the actual results, performance or achievements of the Corporation to be materially different from any 

future results, performance or achievements expressed or implied by the forward-looking statements. Factors 

that could affect the outcome include, among others: project delays; general business, economic, competitive, 

political and social uncertainties; labour and operational disruptions due to the COVID 19 virus or other 

(in thousands of dollars except per share amounts) Three months ended, Nine months ended,

For the periods ended September 30, 2021 2020 2021 2020

Net earnings for the period - as reported          $10,340          $34,867          $21,355          $45,224 

Non-cash share-based payments 
1                856             6,351             4,306             8,064 

Unrealized loss (gain) on revaluation of marketable securities 
2               (140)            (1,384)                357            (1,372)

Non-cash impairment charge 
2                  -                    -                    -               6,006 

Impairment reversal 
1                  -            (36,087)                  -            (36,087)

Loss on derivatives 
2             1,223             1,556             1,277             8,485 

Foreign exchange loss (gain) 
3             2,383            (2,295)            11,475            (6,802)

Sustainability initiatives 
4                613                  -                  613                  -   

Tax impact of the above adjusting items            (1,035)            10,775            (2,786)             9,657 

Adjusted earnings $14,240        $13,783        $36,597        $33,175        

Weighted average number of common shares - basic   148,593,430   142,842,112   147,194,673   137,875,428 

Adjusted earnings per share - basic             $0.10             $0.10             $0.25             $0.24 
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widespread public health issues, results of exploration programs; future prices of metals; availability of 

alternative metal sources or substitutions; actual metal recovery; conclusions of economic evaluations; 

changes in project parameters as plans continue to be refined; the future cost of capital to the Corporation; 

possible variations of ore grade or recovery rates; failure of plant, equipment or processes to operate as 

anticipated; accidents, labour disputes and other risks of the mining industry; political instability, terrorism, 

insurrection or war; delays in obtaining governmental approvals, necessary permitting or in the completion of 

development or construction activities, as well as those factors discussed in the section entitled “Risk Factors” 

in the Corporation’s December 31, 2020 and 2019 Management’s Discussion and Analysis and Annual 

Information Form for the year ended December 31, 2020 filed on SEDAR. Such forward-looking statements 

are also based on a number of material factors and assumptions, including: the availability of financing at 

rates and on terms and conditions otherwise acceptable to the Corporation; future metal prices; permitting 

and development consistent with the Corporation’s expectations; foreign exchange rates; prices and 

availability of equipment; that contracted parties provide goods and/or services on the agreed time frames; 

that on-going contractual negotiations will be successful and/or be completed in a timely manner; and that no 

unusual geological or technical problems occur. 

Although the Corporation has attempted to identify important factors that could cause actual actions, events 

or results to differ materially from those described in forward-looking statements, there may be other factors 

that cause actions, events or results to differ from those anticipated, estimated or intended. Forward-looking 

statements contained herein are made as of the date of this MD&A and the Corporation disclaims any 

obligation to update any forward-looking statements, whether as a result of new information, future events or 

results or otherwise, except as required by applicable securities laws.  Given these risks, uncertainties and 

the integration risk associated with the acquisition of HGO, investors should not place undue reliance on 

forward-looking statements as a prediction of actual results. Readers of this report are cautioned that actual 

events and results may vary. 

CAUTIONARY NOTE TO U.S. READERS REGARDING ESTIMATES OF RESOURCES  
This MD&A uses the terms "measured", "indicated" and "inferred" when referring to mineral resources. The 

Corporation advises U.S. investors that while these terms are recognized and required by Canadian securities 

administrators, they are not recognized by the Securities and Exchange Commission (“SEC”). The estimation 

of "measured" and "indicated" mineral resources involves greater uncertainty as to their existence and 

economic feasibility than the estimation of proven and probable reserves. The estimation of "inferred" 

resources involves far greater uncertainty as to their existence and economic viability than the estimation of 

other categories of resources. It cannot be assumed that all or any part of a "measured", "indicated" or 

“inferred" mineral resource will ever be upgraded to a higher category. 

Under Canadian rules, estimates of "inferred mineral resources" may not form the basis of feasibility studies, 

pre-feasibility studies or other economic studies, except in prescribed cases, such as in a preliminary 

economic assessment under certain circumstances. The SEC normally only permits issuers to report 

mineralization that does not constitute "reserves" as in-place tonnage and grade without reference to unit 

measures. Under U.S. standards, mineralization may not be classified as a "reserve" unless the determination 

has been made that the mineralization could be economically and legally produced or extracted at the time 

the reserve determination is made. U.S. investors are cautioned not to assume that any part or all of a 

"measured", "indicated" or "inferred" mineral resource exists or is economically or legally mineable. 
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Information concerning descriptions of mineralization and resources contained herein may not be comparable 

to information made public by U.S. companies subject to the reporting and disclosure requirements of the 

SEC. 

QUALIFIED PERSONS 
The technical and scientific information contained in this MD&A related to Beta Hunt Mine, Higginsville Gold 

Operations and the Spargos Reward Gold Project has been reviewed and approved by Steve Devlin, Group 

Geologist, Karora Resources Inc., and a qualified person for the purposes of National Instrument (“NI”) 43-

101 – Standards of Disclosure for Mineral Projects. 


