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CAUTIONARY STATEMENT REGARDING FORWARD LOOKING INFORMATION 
Certain information contained in this MD&A constitutes “forward ‐ looking information” under Canadian securities legislation. Forward‐looking 
information includes, but is not limited to, statements with respect to the potential of the Company’s properties and investments, ability to continue to 
satisfy all conditions and covenants under the streaming arrangement and repay its promissory notes by the required due dates, the future price of gold, 
expected operating cash flows and capital costs for the Altan Tsagaan Ovoo Project ("ATO Project"), the impact of the COVID-19 pandemic on the Company’s 
operations and results, success, nature and timing of exploration and development activities, cost and timing of future exploration and development, the 
upside potential of the Company’s exploration properties, successful and profitable operations of the ATO Project, the Company’s ability to meet its most 
significant near‐term liquidity and operating requirements, operating requirements for the next 12 months, requirements for additional capital and 
general and administrative costs as well as proposed expanded exploration activities and related costs and other potential opportunistic investments in 2020, 
and other statements relating to the financial and business prospects of Steppe Gold. Generally, forward‐looking information can be identified by the use 
of forward ‐ looking terminology such as “plans”, “expects” or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, 
“anticipates” or “does not anticipate”, or “believes”, or variations of such words and phrases or statements that certain actions, events or results 
“may”, “could”, “would”, “likely”, “might” or “will be taken”, “occur” or “be achieved”. Forward‐looking information is based on the reasonable assumptions, 
estimates, analysis and opinions of management made in light of its experience and its perception of trends, current conditions and expected developments, 
as well as other factors that management believes to be relevant and reasonable in the circumstances at the date that such statements are made, and are 
inherently subject to known and unknown risks, uncertainties and other factors that may cause the actual results, level of activity, performance or achievements 
of the Company to be materially different from those expressed or implied by such forward‐looking information, including but not limited to risks related to: 

• the Company’s ability to continue to successfully satisfy all covenants under the streaming arrangement, its ability to repay the promissory notes, 
and its ability to meet significant near‐term liquidity and operation requirements; 

• the Company’s failure to adhere to representations, warranties, affirmative and negative covenants under the streaming arrangement, which could 
give rise to an event of default under the streaming arrangement; 

• risk of increases in the anticipated total capital and operating costs relating to development and operation of the ATO Project and the Company’s ability to 
meet such costs; 

• operational activities, any of which could result in damage to life or property, environmental damage and possible legal liability, including the adverse 
impact on the Company’s cash flows; 

• unusual or unexpected geological formations encountered during development and/or exploration activities; 

• unanticipated operating events which can cause the operations at the ATO Project to be shut down or delayed; 

• the ability of the Company to maintain normal operations during the COVID-19 pandemic; 

• the risk that insurance may not be available to Steppe Gold on reasonable terms or at all; 

• uncertain political and economic environments; and 

• environmental hazards and industrial accidents. 

 
Forward looking information is also subject to the risks further described in the Company’s Annual Information Form dated March 30, 2020 which can be 
found on www.sedar.com. Although management of the Company has attempted to identify important factors that could cause actual results to differ 
materially from those contained in forward‐looking information, there may be other factors that cause results not to be as anticipated, estimated or 
intended. There can be no assurance that such statements will prove to be accurate, as actual results and future events could differ materially from those 
anticipated in such statements. Accordingly, readers should not place undue reliance on forward‐looking information. The Company does not undertake to 
update any forward‐looking information, except in accordance with applicable securities laws. Accordingly, readers should not place undue reliance on 
forward‐looking information. 

TECHNICAL INFORMATION 
Substantially all of the scientific and technical information relating to the Altan Tsagaan Ovoo Project (the “ATO Project”) contained in this annual information 
form is derived from, and in some instances is an extract from, the Technical Report titled “Altan Tsagaan Ovoo Gold Project, Tsagaan Ovoo, Dornod, Mongolia” 
dated October 4, 2017, with an effective date of September 6, 2017, which was authored for the Company by Oyungerel Bayanjargal, MAusIMM (CP) with 
certain section of the report being reviewed and approved by Leonid Tokar, P.Eng of GSTATS Consulting LLC or David Frost, FAusIMM and B. Met Eng.,Tim 
Fletcher, P.Eng. or Dr. Martin Stapinsky, P.Geo. of DRA Americas, Inc. (the “Technical Report”) and prepared in accordance with National Instrument 43-101 — 
Standards of Disclosure for Mineral Projects (“NI 43-101”). Reference should be made to the full text of the Technical Report which is available for review under 
the Company’s profile on SEDAR at www.sedar.com.  
 
The updated 2021 mineral resource estimate for the ATO Project was prepared by Robin A Rankin, MAusIMM CP(Geo), Principal Consulting Geologist at GeoRes 
and a “qualified person” under NI 43-101. The disclosure regarding the 2021 mineral resource estimate for the ATO Project has been reviewed and approved 
by Mr. Rankin.  Mr. Enkhtuvshin Khishigsuren, Certified Professional Geologist from AIPG, certification number CPG-11964, Vice President of Exploration, is a 
"qualified person" (as defined in NI 43-101) and has reviewed and approved the technical information in this MD&A. 
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Company Overview 
Steppe Gold was incorporated under the Business Corporation Act (Ontario) on October 5, 2016. The head office of the 
Company is located in Shangri-La office Suite 1201, Olympic street 19A, Sukhbaatar District 1, Ulaanbaatar 14241, Mongolia. 
The Registered office is at 18 King St East, Suite 902, Toronto, Ontario, M5C 1C4, Canada.  

 
Steppe Gold is a precious metals exploration, development, and production company focused on opportunities in Mongolia. 
The Company has two principal assets - an operating open pit mine, Altan Tsagaan Ovoo (ATO), located in the Dornod province 
of Eastern Mongolia, and the Uudam Khundii exploration project in Bayankhongor Province. 

Fourth Quarter Highlights (all figures in US$000s unless stated) 
• Revenue for the quarter was $13,217 on sales of 7,923 gold ounces and 3,429 silver ounces with average realized prices 

per ounce of $1,882 and $23 respectively 

• Operating income from mine operations, before depreciation and depletion was $8,349 

• Consolidated Group Adjusted EBITDA for the quarter was $5,553  

• Cash Costs for the quarter were $604 per ounce of gold sold 

• All in Sustaining Cost (AISC), before expensed exploration, for the quarter was $902 per ounce sold  

• During the quarter, 291,455 tonnes of ore was mined and 206,703 tonnes of ore was stacked on the leach pad with an 
average gold grade of 2.26 g/t and an average silver grade of 9.22 g/t.  

Year Ended December 31, 2020 Highlights (all figures in US$000s unless stated) 
• Revenue for the year ended December 31, 2020 was $52,097 on sales of 31,733 gold ounces and 13,710 silver ounces 

with average realized prices per ounce of $1,822 and $20 respectively 

• Operating income from mine operations, before depreciation and depletion, was $32,551 

• Consolidated Group Adjusted EBITDA for the year was $24,399 

• Year end cash, restricted cash and savings accounts balance was $32,605; bank debt is $10,610  

• Cash Costs for the year ended December 31, 2020 were $607 per ounce sold 

• All in Sustaining Cost (AISC), before expensed exploration, for the year ended December 31, 2020 was $839 per ounce 
sold  

• During the year ended December 31, 2020, 1,138,209 tonnes of ore was mined and the crushing plant processed 
699,204  tonnes of ore with an average gold grade of 2.03 g/t and an average silver grade of 8.88 g/t.  

• The Company expects to pay minimal income tax in respect of the 2020 financial year due to COVID-19 pandemic 
related tax exemptions. 

• The Company announced a resource update on February 24, 2021 for the ATO Gold Mine.  This update shows a 
doubling of the resource to 2.45m oz Au Eq and now supports a planned production profile of approximately 150,000 
gold equivalent ounces per year and an estimated ten-year plus mine life 

• Work is well advanced on the Bankable Feasibility Study (BFS) for the Phase 2 expansion of the ATO Gold mine. 
Incorporating the recent resource update and detailed new metallurgical work, the BFS is due for release in  summer 
2021.  

• The Company completed an active period of drilling at ATO and Mungu in 2020, with drilling continuing into early 
December 2020.  The focus was on extension and infill drilling and contributed to the resource upgrades on the existing 
ATO deposits and the maiden resource on the Mungu Discovery.  
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Results for the year ended December 31, 2020 (in US$) 
Health and Safety 
In the year ended December 31, 2020, a total recordable injury frequency rate of Zero per million hours worked was reported. 
Steppe Gold has reported 492 days free of any lost time injuries, and Zero LTIs for the mine operation to date. 

The COVID-19 pandemic has not, to date, resulted in any material impact on Steppe Gold’s operations.  However, the 
unprecedented impact of this pandemic has seen significant restrictions imposed by the Government of Mongolia on travel and 
movement of goods and people both across and within its borders, and this has caused a temporary increase in production 
costs. It has caused some delays in material shipping, sample delivery for the BFS, increased costs for personnel and quarantine 
and a delay in exploration activity.  While not material to the business as yet, these delays have undoubtedly delayed activity 
and this has cost the Company time and money.  In addition, recent supply chain delays in China and COVID-19 issues may cause 
a shortfall in planned production levels in 2021. 

The Company sells all its product within Mongolia and is not reliant on export channels.   

Preventative measures are in place to ensure the well-being of employees and contractors and no risks were noted at the end 
of the quarter. Management continues to monitor the situation at the site and corporate offices to prevent or minimize any 
effects that the pandemic may have on operational or financial reporting activities. 

Financial Overview 
As at December 31, 2020, total assets were $86 million and total liabilities were $44.7 million compared to December 31, 2019 
with $53.4 million in total assets and $42.4 million in total liabilities.  

In August 2020, approximately $11.1 million was raised through the issue of 6,976,944 common shares and warrants to Mr. Eric 
Sprott, currently representing approximately 10.2 percent of the issued outstanding common shares on a non-diluted basis. In 
September 2020, Steppe Gold and the Trade and Development Bank of Mongolia (“TDB”) concluded a loan agreement for $10.5 
million of financing for the expansion of the ATO project. 

The Company reported total cash balances as at December 31, 2020 of $32.6 million compared to the year ended December 
31, 2019 of $0.7 million. This total includes restricted cash held as collateral for the loan from Trade and Development Bank of 
$12.5 million and short term investments of $5 million held in Capitron bank as term deposits. The increase in cash is primarily 
driven by the cash inflow from operating activities as the Company is now in commercial production, equity financing of $11.1 
million related to non-brokered private placement, funding from the Mongolian National Investment Fund (“MNIF”) in the 
principal amount of $3 million and the loan from TDB, offset by payments for operating costs, payables and obligations under 
the Triple Flag International Stream Agreement.  

As at December 31, 2020, the inventory balance increased to $9.9 million compared to $8.4 million as at December 31, 2019. 
Approximately $1 million of this increase is related to 1,421oz of finished goods gold inventory as at December 31, 2020.  

Property, Plant and Equipment of $37.8 million as at December 31, 2020 has declined by $3.5 million over December 31, 2019 
as the Company entered the production phase and started depreciating mine related assets. Capital additions of $1.3 million 
are related to construction of heap leach pad cells 3,4, and 5.  

The Company reported a net increase in total liabilities of $2.3 million for the year ended December 31, 2020 from year ended 
December 31, 2019. The major debt activities in 2020 included the $10.5 million loan received from TDB, convertible debentures 
issued to MNIF for $3 million, payments made to reduce operating payables and obligations under the Triple Flag International 
Stream arrangement. 

Revenue of $52.1 million and adjusted EBITDA of $24.4 million were reported for the year ended December 31, 2020 compared 
to $Nil of revenue and ($4) million of adjusted EBITDA for the year ended December 31, 2019.  

Prior to April 1, 2020 all revenues and costs were capitalized to the balance sheet as pre-production, thus there are no 
comparable figures for the period.  
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The overall net cash inflow for the year ending December 31, 2020 is $14.4 million primarily generated from operating and 
financing activities. This compares to overall cash outflow of $6.3 million for the year ending December 31, 2019. 

BALANCE SHEET 

As at December 31, 2020 Q4 Q3 Q2 Q1 Q4 
(US$ 000's) Dec 31,  2020 Sep 30, 2020  Jun 30, 2020 Mar 31, 2020 Dec 31, 2019 
Cash and Equivalents 15,089  20,946  6,882  1,790  671  
Inventories 9,904  8,226  8,245  11,251  8,356  
Other Current Assets 8,405  1,656  2,020  1,081  1,148  
Non-Current Assets 52,616  53,926  41,002  42,007  43,268  
Total Assets 86,014 84,754  58,149  56,129  53,443  
Current Liabilities 20,207  22,900  32,381  23,852  22,348  
Non-Current Liabilities 24,479  23,562  18,001  22,789  20,024  
Total Liabilities 44,686  46,462  50,382  46,641  42,372  
Total Shareholders Equity 41,328  38,292  7,767  9,488  11,071  

Cash and Equivalents 

As at December 31, 2020, the Company recorded a total cash balance of $15.1 million compared to $0.7 million as at December 
31, 2019. This is primarily related to cash generated from metal sales cash revenue of $52 million, operating expenses of ATO 
Gold Mine, $3 million from issuing convertible debentures to Mongolian National Investment Fund, equity financing of $11.1 
million received from equity financing and the $10.5 million loan received from TDB. 

Inventories 

As at December 31, 2020, the Company reported total inventory of $9.9 million. This includes warehouse consumables, ore 
stockpiles, gold-in-circuit, and finished goods.  

The current carrying balance of consumables is $1 million compared to $0.2 million for this same period in 2019. This is driven 
by increased stock on hand to accommodate the ATO Gold Mine’s requirements for steady state commercial production.  

Revenue generating inventory at the year end of the December 31,  2020 included 463,328 tonnes of ore to be processed with 
a carrying value of $4.3 million, 3,317 ounces of gold in the heap leach circuit with a carrying value of $3.5 million, and 1,421 
ounces of gold held for sale with a carrying value of $1 million.  Note that the Company estimated that it also held 21,561 oz of 
silver in silver bars. As silver is considered a by-product, no value is ascribed to these bars in year end inventory. 

 
As at December 31, 2020 Q4 Q3 Q2 Q1 Q4 
(US$ 000's) Dec 31, 2020 Sep 30, 2020  Jun 30, 2020 Mar 31, 2020 Dec 31, 2019 
Ore Stockpiles 4,340 3,106 3,594 10,678 8,178 
Gold-in-Circuit 3,507 2,821 2,151 - - 
Finished Goods 1,025 1,103 1,719 - - 
Warehouse Consumables & Supplies 1,032 1,196 781 573 178 
Total Inventory 9,904 8,226 8,245 11,251 8,356 

The Company experienced some issues earlier in 2020 with the supply of crusher parts and this led to an increase in the ROM 
pad during the year. The ROM pad is expected to decline in 2021 as crushing capacity is increased. 
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Non-Current Assets 

As at December 31, 2020 non-current assets of $52.6 million were made up of property plant and equipment, primarily related 
to the ATO operation, restricted cash, and Steppe Gold’s 80% interest in the Uudam Khundii Project through Corundum Geo 
LLC.  

Property plant and equipment additions in 2020 related to the leach pad expansion, new and replacement equipment and 
exploration expenditures at the ATO Gold Mine. 

The decline in Property, Plant and Equipment in 2020 is primarily driven by depreciation and depletion of the ATO Gold Mine 
assets due to the start of commercial production, compared to 2019 where there was no operating activities.  

As at December 31, 2020, the Uudam Khundii project accounts for $1.9 million of the total non-current assets after accounting 
for foreign exchange adjustments.  

The restricted cash held as collateral for the loan from TDB of $12.5 million is included as a non-current asset. 

Liabilities 

As at the year ended December 31, 2020 there are total liabilities of $44.7 million compared to $42.4 million at December 31, 
2019. This is primarily driven by the net decrease in Convertibles debentures issued in 2019 and 2020 of $1.6 million, net 
decrease in Triple Flag International Streaming Arrangement of $5 million, net decrease in payables of $1.8 million and the loan 
of $10.6 million from TDB. 

The Company is working on a project finance facility to support the Phase 2 expansion at the ATO Gold Mine. This will likely be 
completed in a series of tranches over the next 12 months.  The TDB loan represents an initial tranche of this project finance 
debt.  There are currently material commitments and obligations for cash resources set out in the table below. Failure to meet 
these obligations could lead to termination of the Company’s underlying interests.  

As at December 31, 2020 
< 1 Year 1 - 3 Years 3 - 5 Years > 5 Years Total (US$ 000's) 

Payables & Other Liabilities 3,910 - - - 3,910 
Lease Liability 242 36 12 - 290 
Stream Arrangement 6,689 14,082 - - 20,771 
Asset retirement obligation - - - 1,060 1,060 
Convertible Debenture 5,808 2,237 - - 8,045 
Current portion of Loan 3,558 - - - 3,558 
Long Term Loan - 7,052 - - 7,052 
Total 20,207 23,407 12 1,060 44,686 

Shareholders’ Equity 

Total shareholders’ equity increased to $41.3 million as at December 31, 2020, from $11.1 million as at December 31, 2019 
primarily due to capital issuance and conversion of debentures in the period. 

Common Shares Issued Number of Shares Share Capital 

  Units US$ 000's 
Balance as at December 31, 2018 41,540,895  20,421  
Equity Financing 2,222,222  1,448  
Uudam Khundii Shares Issued 1,400,000  647  
Exercise of Restricted Share Units 35,294  23  
Balance as at December 31, 2019 45,198,411  22,539  
Equity Financing 7,371,944  8,231  
Exercise of Restricted Share Units 198,419  340  
Convertible Debentures Converted into Shares 15,653,833  22,971  
Balance as at December 31, 2020 68,422,607  54,081  
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Off Balance Sheet Arrangements 

As of the date of this filing, the Company does not have any off-balance-sheet arrangements. 
 
INCOME STATEMENT 
 

Period ending       
December 31, 2020 Q4 Q3 Q2 Q1 Year ended Year ended 
(US$ 000's) Dec 31, 2020 Sep 30, 2020 Jun 30, 2020 Mar 31, 2020 Dec 31, 2020 Dec 31, 2019 
Revenue 13,217 19,360 19,520 - 52,097 -    
Cash Cost of Sales (4,868) (6,633) (7,474) - (19,546) -    
Depletion and 
depreciation (1,115) (1,403) (2,153) - (4,100) -    

Profit from mine 
operations 7,234 11,324 9,893 - 28,451 -    

Corporate Administration (3,102) (3,506) (1,682) (877) (9,167) (4,475) 
Exploration & Evaluation (1,078) (1,700) (2) (6) (2,786) (125) 
Operating profit 3,052 6,118 8,209 (883) 16,498 (4,600) 
Finance Costs (342) (10,379) (10,981) 596 (21,106) (1,846) 
Foreign Exchange 
Gain/(Loss) 631 727 2,405 (3,607) 156 1,213  

Earnings (losses) Before 
Tax 3,341 (3,534) (367) (3,894) (4,452) (5,233) 

Income Tax (300) 2,653 (1,953) - 400 -    
Earnings (losses) After 
Tax 3,041 (881) (2,320) (3,894) (4,052) (5,233) 

Basic and diluted net loss 
and comprehensive loss 
per common share 

0.044 (0.01) (0.047) (0.09) (0.071) (0.125) 

Revenue 

The fourth quarter revenue of 2020 included the sale of 7,923 gold ounces and 3,429 silver ounces at an average price of 
$1,882/oz and $23/oz respectively, for total gross cash revenue of $15 million. This was increased by the amortization of the 
stream agreement liability $1.4 million and offset by net metal credit costs of $(3.2) million, for total attributable revenue of 
$13.2 million. This compares to attributable revenue of $19.4 million in the third quarter of 2020. 

Cash Cost of Sales  

Cash cost of sales includes total direct mining cost (mining, processing, administration), royalties, transportation and treatment 
costs, and the cash portion of the change in inventory. 

In the fourth quarter of 2020 cash cost of sales was $4.9 million compared to $6.6 million in the third quarter 2020, reflecting 
lower sales. Prior to commercial production all operating costs were capitalized to ore stockpile inventory, thus there are no 
comparative figures for 2019. 

EBITDA 

EBITDA is earnings before interest, taxes, depreciation and amortization. 

In the fourth quarter of 2020 the Company reported an adjusted EBITDA of $5.6 million compared to $9.9 million in the third 
quarter 2020, primarily due to higher administrative costs. Adjusted EBITDA removes non cash items, finance costs and 
exploration costs.  Adjusted exploration costs relate primarily to the Mungu deposit which will soon be added to the ATO 
resource. Due to the commencement of commercial production at the ATO Gold Mine in 2020, the 2019 year does not provide 
relevant comparison data. 
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Adjusted EBITDA           
            
Period Ending        December 
31, 2020 Q4 Q3 Q2 

 
Q1 YTD YTD 

(US$ 000's) Dec 31, 2020 Sep 30, 2020 Jun 30, 2020 Mar 31, 2020 Dec 31, 2020 Dec 31, 2019 
Net loss before tax 3,343 (3,534) (367) (3,894) (4,452) (5,233) 
  Depreciation and depletion  1,115 1,403 1,582 - 4,100 - 
  Share based compensation  306 636 34 39 1,015 505 
  Foreign exchange  (632) (727) (2,405) 3,608 (156) (1,213) 
  Finance costs  343 10,379 10,981 (597) 21,106 1,846 
  Exploration  1,078 1,700 2 6 2,786 125 
Adjusted EBITDA 5,553 9,857 9,827 (838) 24,399 (3,970) 

 

Depreciation and Amortization 

Depreciation and depletion was $1.1 million for the fourth quarter 2020 compared to $1.4 million for the third quarter 2020. 
Depletable mineral properties and most of the production assets included in plant and equipment are depleted on a units of 
production basis over the life of the mine and this decrease was due to the lower mined ore in fourth quarter.  

Prior to commercial production depreciation and depletion costs were capitalized to ore stockpile inventory, thus there is no 
comparative to 2019.  

Finance Costs 

Finance costs for the fourth quarter 2020 decreased to $0.3 million compared to $10.4 million for the third quarter 2020. The 
decrease was primarily related to $9.2 million change in the fair value of convertible debenture derivative component due to 
the changes in underlying factors used in valuation method.  

Finance costs for the year ended December 31, 2020 amounted to $21.1 million compared to $1.8 million for the year ended 
December 31, 2019. The increase is primarily made up of a $18 million change in fair value of convertible debenture derivatives 
valuation as the Company’s stock price increased dramatically during the year 2020 and Stream arrangement accretion expense 
of $0.8 million. 

Foreign Exchange Gain/(Loss) 

Foreign exchange gain of $0.6 million for the three months ended December 31, 2020 compares to a gain of $1.7 million for the 
same period in 2019. For the year ended December 31, 2020 foreign exchange gain of $0.2 million compared to $1.2 million 
exchange gain of for the same period 2019. Decrease in FX gain is related to the several transactions held during the year 
including the conversion of Convertible debentures of $8.4 million into share capital and partial repayment of streaming 
liabilities. The Eric Sprott investment was received in CAD and converted into USD and cash revenue in MNT which is presented 
in USD. All these transactions result in FX losses. 

Taxation 

While the Company’s main operating subsidiary in Mongolia generated taxable income for the year ended December 31, 2020, 
there was no tax expense recorded as at December 31, 2020 as the Government of Mongolia granted an exemption from the 
corporate income tax for the certain business entities due to COVID-19. The exemption applied to taxable income for the period 
from April 1, 2020 to December 31, 2020.   
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CASHFLOW STATEMENT 

Period Ending December 31, 2020 Q4 Q3 Q2 Q1 YTD YTD 

(US$ 000's) 
31 Dec 

2020 
30 Sep 

2020 
30 Jun 

2020 
31 Mar 

2020 
31 Dec 

2020 
31 Dec 

2019 
Cash flows from Operating Activities (177) 7,028 6,121 (1,559) 11,413 (5,627) 
Cash flows from Investing Activities (5,034) (1,544) (318) (311) (7,207) (8,144) 
Cash flows from Financing Activities (506)  8,458 (647) 2,970  10,275 7,624  
Effect of exchange rate changes on 
cash held in foreign currency (140) 122 (64) 19 (63) (197) 

Net increase/decrease in cash (5,857)  14,064 5,092 1,119  14,418 (6,344) 

Cash generated by operations for the year ended December 31, 2020 amounted to $11.4 million compared to cash consumed 
of $5.6 million for the same period last year. This was the direct result of the ATO Gold mine achieving commercial production 
at the beginning of the second quarter 2020 and generating operating cash flow in the period.  

Cash used in investing activities during the year ended December 31, 2020 was $7.2 million compared to cash consumed of $8.1 
million for year ended December 31, 2019. The decrease was primarily driven by the construction of the ADR plant and building 
in 2019 related to the ATO Gold Mine property, plant and equipment and ADR plant which is now being depreciated. The 
increase is driven by the term deposits of $5 million held in Capitron bank which was classified as investing activity. Capital 
expenditures in 2020 have been relatively modest in 2020. 

Cash generated by financing activities increased to $10.2 million for the year ended December 31, 2020 compared to cash 
consumed of $7.4 million for the same period in 2019. This is driven by proceeds of $10.5 million from loan agreement with 
TDB, $11.1 million from equity financing and $3.0 million from the issue of convertible debentures, offset by restricted cash, 
issuance costs, lease obligation payments and payment of the remaining purchase price due on the acquisition of the Uudam 
Khundii project. 

FINANCING ACTIVITIES 

Stream Agreement  

In connection with the ATO acquisition, Steppe Mongolia and Steppe BVI entered into a metals purchase and sale agreement, 
known as a “Stream Agreement”, dated August 11, 2017 with Triple Flag Mining Finance International Inc.  

Under the original terms of the Stream Agreement, Triple Flag International advanced Steppe Gold $23 million, obligating 
Steppe BVI to sell Triple Flag International 25% of the gold ounces and 50% of the silver ounces produced from the ATO project 
until such time that Steppe BVI has sold an aggregate of 46,000 ounces of gold and 375,000 ounces of silver respectively, known 
as the “Delivery Milestones”. On these terms the parties agreed that Triple Flag International will pay for the delivered metal 
ounces at 30 percent of the relevant market price on the delivered date.   

Once these milestones have been achieved, Steppe BVI is obligated to sell Triple Flag Bermuda 5,500 ounces for gold (plus 250 
ounces of gold for each three month period in which the commercial production date follows September 30, 2018) and 45,000 
ounces for silver (plus 2,045 ounces of silver for each three month period in which the commercial production date follows 
September 30, 2018) annually, known as the “Annual Cap Amounts”. This obligation is in effect for the life of the mine and 
includes all gold or silver produced by Steppe Mongolia within an agreed area of 20km from the original mineral licenses 
comprising the ATO project. Triple Flag Bermuda has now determined the Annual Cap Amounts upon the achievement of the 
Commercial Production Date as the Gold Cap Amount to be 7,125 ounces of Produced Gold annually and the Silver Cap Amount 
to be 59,315 of Produced Silver annually. 

On September 30, 2019, Steppe BVI and Triple Flag International agreed to amend the terms of the existing Stream Agreement. 
Under the new terms, Triple Flag International advanced an additional $5 million to Steppe that was used to repay the final $5 
million payment on a promissory note issued as part of the purchase price for the ATO project. 
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In consideration of this additional advance, the parties agreed to reduce Triple Flag International’s agreed upon purchase price 
of gold and silver from 30 percent to 17 percent of the relevant market price for delivered metals. In addition, Steppe West 
granted a 3% net smelter returns royalty to a subsidiary of Triple Flag International on minerals derived from the Uudam Khundii 
property owned by Corundum. All other terms of the agreement as noted above remain the same. 

The obligations of Steppe BVI under the Stream Agreement are guaranteed by the Company and Steppe Mongolia and secured 
by all of the assets of Steppe Mongolia, including a pledge of the ATO Project mining license and the exploration licenses owned 
by Steppe Mongolia, all of the assets of Steppe BVI and through the pledge by the Company of all of shares of both Steppe BVI 
and Steppe Mongolia.  

Management has determined that due to the nature of these terms and conditions that this Stream Agreement is in substance 
a debt instrument with embedded derivatives linked to gold and silver commodity prices. 

This Stream Agreement is subject to various covenants which include the maintenance of a Net Indebtedness to EBITDA ratio 
that does not exceed 2.0 and its Net Indebtedness to Forecasted EBITDA ratio does not exceed 2.0 until the date of the later of 
the delivery of 46,000 ounces of gold or 375,000 ounces of silver. On or after this date, the Company must ensure that its Net 
Indebtedness to EBITDA ratio does not exceed 2.5 and its Net Indebtedness to Forecasted EBITDA ratio does not exceed 2.5 for 
the remaining life of the mine. As at December 31, 2020, the Company is compliant with the covenants noted in the stream 
arrangement. 

Debenture Agreements 

On July 2, 2019, the Company closed its previously announced private placement, issuing $5.4 million principal amount of two-
year unsecured convertible debentures.  

On August 27, 2019, the Company closed the second and final tranche of its previously announced private placement, issuing 
$3.04 million principal amount of two-year unsecured convertible debentures bringing the aggregate principal value of 
debentures issued under the offering to $8.4 million. $0.6 million of the proceeds from the debentures was allocated from 
unsettled accounts payable. 

Both tranches collectively known as the “Debentures” bear interest from the date of closing at 10% per annum, calculated and 
payable semi-annually in arrears on June 30 and December 31 in each year, commencing on December 31, 2019 and will mature 
on July 2, 2021 and on August 27, 2021 respectively.  

During the twelve months ended December 31, 2020, convertible debentures of $8.1 million were converted to common shares 
at $0.52 per share. The remaining $0.3 million convertible debentures are recorded as shares to be issued as at December 31, 
2020. The fair value of the derivative component was transferred to share capital and valued based on the  Black Scholes pricing 
model using the applicable interest rate at the time based on 2-year Canadian Government bond yields, an expected dividend 
yield of 0%, a volatility rate based on the Company’s historical share price and the remaining expected life applicable to the 
converted debentures. 
 

Quarter Ending December 
31, 2020 

Value of 
Debentures 

Converted 

Fair Value of Derivative 
Component Transferred to 

Share Capital 

Risk Free 
Rate 

Volatility 
Rate 

Expected 
Life 

Loan Liability 
Transferred to 

Share Capital 
Date of Conversion (US$ 000's) US$ US$ % % Years US$ 
April 9, 2020 2,500 1,221 0.39% 90.85% 1.23 1,636 
July 15, 2020 2,500 7,647 0.27% 65.62% 0.96 1,784 

July 22, 2020 190 575 0.27% 68.06% 1.10 84 
July 23, 2020 400 1,212 0.27% 67.06% 0.94 287 
August 19, 2020 50 154 0.29% 65.95% 1.02 23 
August 28, 2020 100 273 0.28% 67.14% 1.00 47 
September 3, 2020 150 424 0.26% 67.69% 0.98 72 
September 8, 2020 1,050 3,095 0.27% 67.39% 0.97 507 
September 14, 2020 300 851 0.26% 67.48% 0.95 147 
September 18, 2020 250 759 0.26% 68.27% 0.94 123 
September 28, 2020 950 2,519 0.25% 69.79% 0.91 477 

Total 8,440 18,730    5,187 
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On January 30, 2020, the Company received funding from the Mongolian National Investment Fund PIF SPV (“MNIF”). MNIF has 
subscribed for a 12% two-year secured convertible debenture of the Company in the principal amount of $3 million. The debt 
is secured against all of the shares of Steppe West owned by the Company. 

The MNIF Debentures will bear interest from the date of closing at 12% per annum, calculated and payable semi-annually in 
arrears on June 30 and December 31 in each year, commencing on June 30, 2020 and will mature on January 30, 2022. 

The MNIF Debentures are secured obligations of the Company and rank pari passu in right of payment of principal and interest. 

The MNIF Debentures will be convertible at the option of the holder into common shares of the Company at any time 4 months 
after the closing date and prior to the close of business on the maturity date at a conversion price of US$0.68 per common 
share. 

The conversion feature of the MNIF Debentures meets the definition of a derivative liability instrument as the conversion 
feature is denominated in a currency other than the Company’s functional currency, and as such does not meet the fixed for 
fixed criteria.   

The fair value of the conversion feature of the MNIF Debentures was estimated based on the Black Scholes pricing model using 
a risk free interest rate of 1.47% based on 2-year Canadian Government bond yields, an expected dividend yield of 0%, volatility 
rates of 77% based on comparable companies, and an expected life of 2 years.  

The convertible debentures loan liability component has been subsequently measured at amortized cost using the effective 
interest method. The effective interest rate of the loan liability (42%) is based on the present value (principal, less conversion 
feature and issuance costs), future value and term. 

During the year ended December 31, 2020, the Company has incurred transaction costs (finders fees of 6%) of $0.2 million of 
which $0.07 million was expensed in the consolidated statement of loss and comprehensive loss for the period and $0.12 million 
was capitalized to the convertible debentures - loan liability component in relation to MNIF Debenture. 

As at December 31, 2020, the fair value of convertible debentures - derivative component was estimated based on the Black 
Scholes pricing model using a risk free interest rate of 0.20% based on 2-year Canadian Government bond yields, an expected 
dividend yield of 0%, volatility rate of 68.69% based on the Company’s historical share price, and an expected life of 1.08 years. 

Long Term Loans  

In the third quarter 2020 Steppe Mongolia entered into a loan agreement with TDB for $10.5 million (30 billion tugriks), dated 
September 18, 2020. The loan is supported by the Bank of Mongolia and is for a period of 24 months at a fixed interest rate of 
11%. Repayment of the loan is expected in three equal payments on September 18, 2021, March 18, 2022, and September 18, 
2022 to include the principal and accrued interest portions of the loan.  

The primary purpose of this financing is for the expansion at the ATO Gold Mine. The Company plans to negotiate further debt 
facilities in 2021 using existing and future collateral. 

Related party transactions 

The Company’s related parties include its subsidiaries and key management personnel.  

For the years ended December 31, 2020 and 2019, management fees paid to key management personnel (defined as officers 
and directors of the Company) are shown below: 

(US$ 000's) Dec 31, 2020 Dec 31, 2019 
Management fees paid to key personnel  2,168 856 
Stock based compensation 551 297 
  2,719 1,153 

As at December 31, 2020, key management personnel were owed $9 (December 31, 2019: $18). 
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During the year ended December 31, 2020, Erdenyn Erel LLC, a company at which the Company’s Vice President, Exploration is 
the CEO, provided drilling services to the Company totaling $2.5 million (2019 - $1.5 million). As at December 31, 2020, $0.9 
million was owed to Erdenyn Erel (December 31, 2019 - $1.5 million). 

Bataa Tumur-Ochir, CEO of Steppe Gold Ltd., announced that on October 28, 2019, he purchased US$2.5 million of the 10% 
two-year unsecured Company Debentures from Chinggis Khaan Bank. On July 15, 2020, Bataa Tumur-Ochir converted his $2.5 
million convertible debentures into 4,807,692 common shares at a price of $0.52 per common share. During the year end 
December 31, 2020, interest paid to Bataa Tumur-Ochir totaled $0.13 million (December 31, 2019 - $0.04 million) 

During the year ended December 31, 2020, the Company entered into a non-binding term sheet with Aranjin Resources Limited 
(“Aranjin”) to acquire a 50% interest in all gold contained in a prospective exploration license.  As part of the agreement, the 
Company advanced a non-refundable initial deposit of $0.05 million to Aranjin. Bataa Tumur-Ochir, Matthew Wood and Jeremy 
South are directors of the board of Aranjin. 

Operational Overview 
 
The ATO Gold Mine achieved commercial production effective April 2020 after meeting all required metrics. The ATO gold mine 
is an open pit mining operation with a heap leach processing circuit. 

Operations management are very pleased that over the past 12 months Steppe Gold have had a 100% safety record. Current 
LTIs are 492 days.  At Steppe Gold, Safety Is The Measure Of Success and management have put the safety of our staff and 
contractors at the forefront of our operations to ensure all our people return home safely after every shift and will continue to 
do so for the life of the project.  Steppe Gold scored a very impressive 93% on the 2020 Green Responsibility Implementation. 

Gold sales for the year ended December 31, 2020 totalled 31,733 ounces, including 7,923 ounces in the fourth quarter, 30% 
and 36% lower than the third and second quarter of 2020 respectively. Gold production for the same periods totalled 33,154 
ounces and 7,423 ounces respectively. 

For the year ended December 31, 2020 the Company mined 1,138,209 tonnes of ore from the pit and stacked 699,204 tonnes 
of ore on the heap leach pad - Cells 1 and 2. The Company commenced stacking on Cell 2 in June 2020.  The Company mined 
291,455 tonnes and stacked 206,703 tonnes of ore in the fourth quarter of 2020, compared to 362,750 tonnes of ore mined 
and 207,663 tonnes of ore stacked in the third quarter 2020 respectively. There were some supply chain and parts issues with 
the main crusher in the first and second quarter of 2020 but these were resolved in the third quarter and the Company is now 
seeing higher crushing rates.  

Total capital expenditure in the fourth quarter was $0.3 million, compared to $1.5 million in third quarter which includes the 
leach pad expansion – Cells 3,4 and 5 - and exploration drilling at the ATO Project in the third quarter. The Company also 
acquired a new jaw crusher in the third quarter. 

 
Quarter Ending December 31, 2020 Q4 

Dec 31, 2019 
Q3 

Sep 30, 2020 
Q2 

Jun 30, 2020 
Q1 

Mar 31, 2020 
YTD 

Dec 31, 2020 (US$ 000's) 
General Sustaining 108 481 78 64 940 
Growth and Expansion  186 1,030 106 - 1,322 

Total 294 1,542 196 64 2,262 
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ATO Gold Mine Operational Summary 
 
The ATO Gold Mine is the sole operating mining asset of the Company. Prior period comparables have been included where 
appropriate in relation to commercial production beginning in 2020. 
 

December 31, 2020   Q4 Q3 Q2 YTD YTD 
(USD)   Dec 31, 2020 Sep 30, 2020 Jun 30, 2020 Dec 31, 2020 Dec 31, 2019 
Waste Mined bcm 119,969 109,862 68,811 318,591 8,999 
Ore Mined tonnes 291,455 362,750 330,325 1,138,209 393,581 
Processed tonnes 206,703 207,663 164,287 699,204 369,258 
Grade (1) g/t 2.26 2.21 1.67 2.03 - 
Gold Recovery(2) % 70.0% 70.0% 70.0% 70.0% - 
         

Gold Produced oz 7,423 10,342 15,389 33,154 - 
Gold Sold oz 7,923 11,352 12,458 31,733 - 
Silver Produced oz 24,069 6,516 4,978 35,563 - 
Silver Sold oz 3,429 6,553 3,728 13,710 - 
         

Revenue  000's 13,217 19,360 19,520 52,097 - 
Cash Cost of Sales 000's (4,868) (6,633) (7,474) (19,546) - 
Gross Profit 000's 7,234 11,324 9,893 28,451 - 
Adjusted capital 
Expenditure  (182) 380 315 940 - 

         

Mining Unit Cost US$/t 5.40 6.34 5.04 4.31 - 
Processing Unit Cost US$/t 8.65 4.06 3.85 6.59 - 
Site G&A Unit Cost US$/t 4.77 2.48 1.93 2.92 - 
Cash Cost US/oz 604 572 595 607 - 
All-in-Sustaining Cost  US/oz 902 794 739 839 - 
(1) Grade is in respect of the gold grade of ore fed through the heap leach pad. 
(2) Gold Recovery of 70% is based on the technical reports and is used to calculate inventories 

and cost of sales. Actual recoveries may vary 

 
Key Performance Indicators 
 
Key performance indicators for the business are non IFRS metrics, but provide the ability to evaluate the underlying 
performance of the company. These include site unit cost per tonne, cash cost per ounce of gold sold, and All-in-sustaining cost 
per ounce of gold sold. 

Unit cost is a performance metric used at site to provide an efficiency view and trend of operating performance using total 
direct cost per tonne of relevant material mined.  

In the fourth quarter 2020 unit costs were $5.4 of direct mining costs per tonne mined, $8.65 of direct processing costs per 
tonne mined, and $4.77 of direct site administration costs per tonne mined. This compares to the third quarter with mining, 
processing, and administration unit cost of $6.34, $4.06, and $2.48 respectively.  

Cash cost per ounce is a measurement of the site cash cost required to sell an ounce of gold. This is an indication and trend of 
the cash operating margin of producing an ounce of gold. 

Cash costs for the fourth quarter 2020 were $604 per ounce compared to the third and second quarter 2020 of $572 and 595 
respectively. 

All-in-Sustaining cost (“AISC”) for the three months ending December 31, 2020 was $902 per ounce on gold sales of 7,923 
ounces of gold compared to $794 and $739 in the third and second quarter respectively, with the increase primarily due to 
higher administrative costs.   
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AISC is calculated using cash costs in addition to general and administration, asset retirement costs, and sustaining capital, less 
certain non-recurring costs (notably exploration costs at Mungu) to provide an overall company outlook on the total cost 
required to sell an ounce of gold.    
 

Quarter Ending December 31, 2020   Q4 Q3 Q2 YTD 
(USD)   Dec 31, 2020 Sep 30, 2020 Jun 30, 2020 Dec 31, 2020 
Cash Cost of Sales 000's 4,868  6,633  7,474  19,546  
By-Product Credits 000's (80) (141) (58) (280) 
Net Cash Costs 000's 4,788  6,492  7,416  19,266  
Sustaining Capital Expenditure 000's (182) 380  315  940  
Corporate Administration 000's 2,403  1,849  1,682  6,353  
Other 000's 81  289  (201) 147  
All-in-Sustaining Costs 000's 7,090  9,010  9,212  26,706 
Gold Sales oz 7,923  11,352  12,458  31,733  
Cash Cost US$/oz 604  572  595  607  
All-in-Sustaining Cost US$/oz 902  794  739  839  

(1) AISC excludes non recurring exploration expenditures, share based compensation and certain non-recurring items 
 
ATO Gold Mine Mineral Resources and Reserves update 

On February 24, 2021 the Company announced an updated mineral resource estimate for its ATO Project.  The mineral resource 
estimate has been prepared as of February 22, 2021 and the details are below. 
 
The updated mineral resource estimate includes drill data as of December 2020. It includes 55 drill holes for a total of 18,200m 
drilled in 2020. A total of 53,000m has been drilled since 2018.  The drilling information was used to update the interpretation 
of the geologic model, geometry of the mineralized zones and domains resulting in a higher degree of confidence in the resource 
estimate. 

Table 1: ATO - Preliminary 43-101                     
Classified Resources by Oxidation           

Surface level           

CLASS BY Deposit Cut-Off SG Tonnes Au Ag Pb Zn Au Eq Au 
metal 

Ag 
metal 

AuEq 
metal 

OXIDATION LEVEL AuEq(g/t) (kg/m3) (M t) (g/t) (g/t) (%) (%) (g/t) (k oz) (k oz) (k oz) 
MEASURED 

OXIDE 
(above 
OX_SF) 

1 0.15 2.46 2.62 1.22 9.34 0.59 0.33 1.70 103 786 143 
2 0.15 2.46 1.13 0.46 3.58 0.40 0.33 0.79 17 130 29 
4 0.15 2.46 0.72 0.99 20.49 0.17 0.28 1.46 23 471 34 

Mungu 0.15 2.46 0.32 0.66 25.21   1.01 7 258 10 
TOTAL 0.15 2.46 4.78 0.97 10.71 0.44 0.30 1.40 149 1,645 216 

Transition 
(between 
OX/TR_SF) 

1 0.40 2.59 3.43 1.45 6.46 0.72 1.16 2.31 160 712 255 
2 0.40 2.59 0.42 0.33 4.07 0.64 1.40 1.25 4 55 17 
4 0.40 2.59 2.45 1.41 17.24 0.21 0.39 1.90 111 1,356 149 

Mungu 0.40 2.59 0.35 0.69 39.49  0.01 1.25 8 448 14 
TOTAL 0.40 2.59 6.65 1.32 12.03 0.49 0.83 2.04 283 2,570 435 

Fresh 
(below 
TR_SF) 

1 0.40 2.64 3.76 0.78 5.25 0.75 1.52 1.80 94 635 218 
2 0.40 2.64 0.11 0.42 5.64 1.07 2.73 2.12 2 21 8 
4 0.40 2.64 4.36 1.32 8.53 0.36 0.63 1.85 185 1,197 260 

Mungu 0.40 2.64 4.27 1.41 45.16 0.01 0.03 2.06 194 6,206 283 
TOTAL 0.40 2.64 12.52 1.18 20.03 0.36 0.71 1.91 475 8,058 768 

MEASURED TOTAL   23.94 1.18 15.95 0.41 0.66 1.84 907 12,274 1,419 
INDICATED 

OXIDE 
(above 
OX_SF) 

1 0.15 2.46 1.11 0.84 8.80 0.50 0.25 1.25 30 314 45 
2 0.15 2.46 1.03 0.44 3.55 0.33 0.26 0.72 15 118 24 
4 0.15 2.46 0.90 0.85 20.28 0.13 0.22 1.28 25 587 37 

Mungu 0.15 2.46 0.20 0.43 15.30   0.65 3 99 4 
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TOTAL 0.15 2.46 3.24 0.69 10.72 0.31 0.23 1.05 72 1,118 110 

Transition 
(between 
OX/TR_SF) 

1 0.40 2.59 1.34 1.04 5.96 0.64 1.08 1.83 45 256 79 
2 0.40 2.59 0.31 0.44 4.67 0.64 1.35 1.34 4 46 13 
4 0.40 2.59 1.94 1.26 21.78 0.13 0.29 1.74 79 1,359 109 

Mungu 0.40 2.59 0.09 0.55 24.55  0.01 0.90 2 75 3 
TOTAL 0.40 2.59 3.68 1.09 14.67 0.35 0.66 1.72 129 1,737 203 

Fresh 
(below 
TR_SF) 

1 0.40 2.64 2.96 0.66 4.54 0.69 1.44 1.62 63 433 154 
2 0.40 2.64 0.15 0.54 5.96 1.14 2.98 2.38 3 29 11 
4 0.40 2.64 5.31 0.86 12.06 0.27 0.49 1.35 147 2,060 231 

Mungu 0.40 2.64 2.33 0.93 37.85 0.01 0.03 1.47 70 2,830 110 
TOTAL 0.40 2.64 10.75 0.82 15.48 0.34 0.69 1.46 282 5,351 506 

INDICATED TOTAL   17.68 0.85 14.44 0.34 0.60 1.44 483 8,206 819 
MEASURED + INDICATED 

Oxide TOTAL 0.15 2.46 8.02 0.86 10.72 0.39 0.27 1.26 221 2,763 325 
Transition TOTAL 0.40 2.59 10.33 1.24 12.97 0.44 0.77 1.92 412 4,307 638 

Fresh TOTAL 0.40 2.64 23.27 1.01 17.93 0.35 0.70 1.70 757 13,409 1,274 
MEAS+IND TOTAL   41.62 1.04 15.31 0.38 0.63 1.67 1,390 20,479 2,238 

INFERRED 

OXIDE 
(above 
OX_SF) 

1 0.15 2.46 0.16 0.45 6.10 0.28 0.22 0.73 2 32 4 
2 0.15 2.46 0.26 0.28 3.26 0.21 0.24 0.51 2 27 4 
4 0.15 2.46 0.21 0.73 10.83 0.10 0.16 0.99 5 74 7 

Mungu 0.15 2.46 0.07 0.37 9.41   0.50 1 22 1 
TOTAL 0.15 2.46 0.71 0.46 6.83 0.17 0.19 0.70 11 155 16 

Transition 
(between 
OX/TR_SF) 

1 0.40 2.59 0.11 1.16 6.49 0.63 1.24 2.03 4 23 7 
2 0.40 2.59 0.10 0.39 8.12 1.17 2.21 1.91 1 26 6 
4 0.40 2.59 0.07 0.66 16.15 0.08 0.23 1.02 1 36 2 

Mungu 0.40 2.59 0.05 0.45 14.84  0.01 0.66 1 25 1 
TOTAL 0.40 2.59 0.33 0.71 10.34 0.58 1.12 1.56 8 110 17 

Fresh 
(below 
TR_SF) 

1 0.40 2.64 0.88 0.44 3.88 0.58 1.36 1.32 12 109 37 
2 0.40 2.64 0.10 0.17 9.45 1.45 3.27 2.29 1 31 8 
4 0.40 2.64 2.01 0.59 15.30 0.20 0.37 1.04 38 989 67 

Mungu 0.40 2.64 1.59 0.85 26.11 0.01 0.02 1.23 44 1,339 63 
TOTAL 0.40 2.64 4.58 0.64 16.75 0.23 0.50 1.19 95 2,468 175 

INFERRED TOTAL   5.62 0.62 15.13 0.25 0.50 1.15 113 2,732 208 
 
Notes for ATO Property Resource Estimate, February 22, 2021. 

(1) The mineral resource estimate follows CIM definitions and guidelines for mineral resources 
 

(2) Results are presented in situ and undiluted and considered to have reasonable prospects for economic 
extraction. 

 
(3) Mineral Resources that are not Mineral Reserves have not demonstrated economic viability. 

 
(4) Contained gold estimates have not been adjusted for metallurgical recoveries. 

 
(5) Mineral Resources are estimated using a 0.15 g/t Au Eq cut-off grade for oxide material and a 0.4 g/t Au Eq 

cut-off grade for fresh material. 
 

(6) A conversion factor of 31.103477 grams per ounce 453.59237 grams per pound are used in the mineral 
resource estimates 

 
(7) Au Eq has been calculated using metal prices ($1,880/oz for gold, $26/oz for silver) 

 
(8) The QP is not aware of any known environmental, permitting, legal, title-related, taxation, socio- political or 

marketing issues, or any other relevant issue not reported in this release that could materially affect the 
mineral resource estimate. 
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Exploration and Development 

ATO Gold Mine 

The ATO Gold Mine is comprised of one mining license (MV-017111) over an area of 5,492.63 ha. The ATO Project is located in 
the territory of Tsagaan Ovoo soum, Dornod province of Eastern Mongolia. It is 660 km east of Ulaanbaatar, the capital of 
Mongolia, 120 km northwest of Choibalsan, the provincial capital of Dornod Province and 38 km west of Tsagaan Ovoo soum. 

Total expensed exploration costs for the fourth quarter were $1.1 million.  This was primarily related to exploration drilling at 
the Mungu deposit, within the ATO licence. At December 31, 2020 there was no classified resource on this deposit so these 
costs are expensed in the fourth quarter financial statements.  The Mungu exploration work was primarily infill drilling to 
support the resource update and it is expected that these costs will be capitalised in due course. These costs are non-recurring 
in nature.   

In 2020, Steppe Gold completed 55 diamond drill holes for a total of over 18,186 metres. At the ATO-1, ATO-2 and ATO-4 
deposits it drilled 22 holes for a total 6336 metres and 33 diamond drillholes for a total 11,850 metres at Mungu discovery.  

The updated mineral resource estimate includes drill data as of December 2020. It includes 55 drill holes for a total of 18,200m 
drilled in 2020. A total of 53,000m has been drilled since 2018.   The drilling information was used to update the interpretation 
of the geologic model, geometry of the mineralized zones and domains resulting in a higher degree of confidence in the resource 
estimate. 

Uudam Khundii Property 

The Uudam Khundii Gold Project is comprised of one exploration license covering 14,400 hectares in Bayankhongor province, 
Mongolia. The land package represents one of the largest exploration licenses in the Bayankhongor Gold Belt. The license is in 
a highly prospective location between and adjoining the Bayan Khundii gold deposit and Altan Nar gold deposit owned by 
Erdene Resource Development Corporation (ERD – TSX). The Company has already commenced initial exploration activity on 
four previously identified gold discoveries including 19 trenches with 1659.3m3 and 557 channel samples. Trenching results 
should be available in the coming months and this will be followed by a drilling program.  
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Outlook 

The Company has continued to mine and stack throughout the winter months at planned rates. It now has approximately 
1.25mt of ore stacked on the leach pad.  The Company paused leaching and gold production in the first quarter of 2021 as cold 
weather made leaching conditions less favourable.   This cold weather disruption will be remedied for the 2021/22 winter 
season with the installation of a boiler plant to heat process water nearing completion.  The Company also wanted to conserve 
key chemicals and reagents for the upcoming warmer months given the COVID 19-related supply constraints.  The Company 
plans to resume leaching and production in April 2021.   

It is targeting annual production in 2021 and 2022 of between 50,000 to 60,000 oz and then a transition to the fresh rock ores 
in 2023.  Production forecasts for 2021 are dependent on a restart of leaching in April 2021 and no further delays on 
procurement due to COVID 19. 

The Company is now stacking ore on cell 3 of the leach pad. Stacking of the first level of the leach pad (Cells 1-5) will continue 
through 2021. Completion of the boiler house, used to warm the barren solution, is planned for Summer 2021. 
 
In March 2021, the Company purchased a new Crusher through a loan from Capitron Bank. The new crusher will have a crushing 
capacity of 1,000t/hr, more than three times the current crusher, and it will fully support planned mining rates for the fresh 
rock phase where we have estimated throughput rates of 2-2.5m t.p.a.  Construction of foundations and installation of the new 
crusher will start in early April and it is scheduled to be operational by July 2021.   
 
In conjunction with the start of procurement of long lead items the Company continues discussions with Mongolian and 
international lenders on a multi-tranche project debt facility to finance the Phase 2 expansion, expected to include a grinding 
circuit, a leach/CIP plant, and a flotation circuit.  Metallurgical testing is progressing well with encouraging results and the 
bankable feasibility study is on track for completion in summer 2021.  

DRA Global has been retained for the Bankable Feasibility Study (“BFS”) and Base Metallurgical Laboratories has been retained 
to complete related metallurgical test work.  The BFS is based on the updated resource announced in late February.  A full 43-
101 report will be filed shortly. 

An upgraded power solution will be required for the fresh rock phase and a power study was completed in December 2020 
with recommendations now being reviewed. The plan is to use a diesel genset solution initially for the fresh rock expansion as 
the Company executes on grid-based power options.  

 


