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AMARILLO GOLD CORPORATION:  

ON TRACK TO BECOMING A GOLD PRODUCER IN BRAZIL 

We are advancing two gold projects located near excellent infrastructure in 

mining-friendly states in Brazil. Our development stage Posse Gold Project is on 

our Mara Rosa Property in Goiás State. Our exploration stage Lavras do Sul Project 

in Rio Grande do Sul State has more than 23 prospects centered on historic gold 

workings. We trade on the Toronto Venture Exchange under the symbol AGC and 

on the OTCQB under the symbol AGCBF.  

This management’s discussion and analysis (MD&A) should be read together 

with our unaudited consolidated financial statements and related notes for the 

quarter ended September 30, 2021. All have been prepared according to 

International Financial Reporting Standards (IFRS), as issued by the International Accounting Standards 

Board.  

This document contains forward-looking statements that are subject to risk factors that are detailed 

starting on page 31. The information in this MD&A is effective as of November 22, 2021, and all figures 

are in Canadian dollars unless otherwise noted. 

Follow us @AmarilloGold on LinkedIn, Twitter, and YouTube.  

www.amarillogold.com 
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COMPANY HIGHLIGHTS 

We have a clear vision: to become a mid-tier gold producer in Brazil. 

Since January, our goal has been to move toward reaching the first step 

in realizing that vision: developing our flagship Posse Gold Project into 

a 100,000 ounce a year producer. 

Our third quarter was marked by exploration success at Mara Rosa. As 

we announced in September, Pastinho is a new primary gold deposit 

located approximately 3.5 kilometres northeast of the Posse Gold 

Deposit. It is a near-surface tabular shaped deposit striking 1,700 

metres in a northeast-southwest direction that dips approximately 60 

degrees northwest. In October, after quarter end, we received assay 

results that confirmed the continuity and down dip extensions of 

Pastinho, which is at least 200 metres deep. 

Pastinho has the potential to be a game changer for Amarillo, as we 

expect the deposit to develop into another source of future ore feed for 

the Posse mill. We believe Pastinho will extend Posse’s overall mine life 

and significantly increase the mine’s average annual gold production, 

thus enhancing the economics shown by the positive feasibility study.  

Our focus during the quarter was on evaluating our options for raising 

the balance of our construction financing to build the Posse Gold Mine. 

Our goal is to find the best financing option for the Company and our 

shareholders, working under the guidance of our financial adviser, and 

taking advantage of the flexibility that our cash position affords us.  

As we have said previously, this process is by nature unpredictable, so 

it’s difficult to set timelines around how long it will take, but we believe 

this approach could result in a better outcome for shareholders in the 

long term. 

In the meantime, we’re still on track at Posse, where we’re spending 

what we need to spend to stay on schedule for Posse while minimizing 

our financial exposure until we have obtained full construction 

financing. Our advancements at Posse include: 

• More than 95% of the land for the project area has been acquired; we’re acquiring the final parcel and 

that process should be completed shortly 

• 51% of the overall project detailed engineering, including 99% of the early works detailed 

engineering, has been completed; the balance of engineering will be based on major equipment 

acquisitions that will be purchased subject to project financing 

• Vendor drawings for the ball mill have been purchased, and equipment engineering for the filtration 

circuit is complete. 

We also made significant progress on the 67-kilometre 138-kilovolt power line that will connect our 

flagship mine to a substation in Porangatu. We acquired all the land for the power line, completed the 

engineering, and received project approval from our partner, Enel Brasil, the state electric power utility. 

And, in October, we received the License to Install for the line. Work is expected to start later this year 

and take about 14 months. 

Progress to date in 2021 

✓ received License to Install for 

Posse Gold Mine 
✓ construction finance 

discussions are ongoing 
✓ acquired 95% of the land 

needed for the project area 
✓ over half of overall project 

detailed engineering has been 

completed 
✓ 3D model for crushing plant is 

complete 
✓ received License to Install for 

Posse power line 

✓ registered over 2,200 people at 
training centre, and trained over 
766 people in 51 courses from 

January to November 
✓ discovered second deposit at 

Mara Rosa 

✓ consolidated land position at 
Lavras do Sul and launched 
successful exploration 
programs 

✓ 100% of Amarillo’s personnel 
and 73% of our contractors 
have had their first Covid-19 

vaccine; 64% of our personnel 
and 27% of our contractors 
have had second dose 

✓ launched new website and 

aggressive marketing plan 
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One of the terms of the License to Install for Posse is to develop and train local labour. Over 2,200 people 

have registered at our training centre in the town of Mara Rosa since we opened in February, and we’ve 

trained over 766 people through 51 courses since January. 

At Lavras do Sul, where our goal is to open a second development front, we continued to drill a 

significant gold-hosting structural zone at Matilde, one of 23 highly prospective gold targets on the 

property.  

We remain very fortunate with respect to Covid-19. A few of our employees in Brazil have tested 

positive, but all have fully recovered. We have full access to our properties and our consultants have 

been able to work without interruption. In Canada, our Toronto-based management team has been 

working from home since mid-March 2020. So far, Covid-19 has not had a material impact on our 

financial condition or performance.  

We follow the guidelines set by health authorities where we operate, as well as our own operational and 

monitoring protocols. About 64% of Amarillo’s personnel are fully vaccinated, as well as 27% of the 

contractors. About 73% have had their first dose. Though it is hard to predict how Covid-19 will impact 

our exploration and development activities, we believe any delays will be minimal, but will continue to 

monitor the pandemic’s potential impact on our business. See our discussion on public health risks for 

further details on page 34. 

At the corporate level, Paulo Serpa, an accomplished mining engineer from Brazil, succeeded Arão 

Portugal as Country Manager for Amarillo’s Brazilian subsidiaries after quarter end. Mr. Portugal, 

however, remains active with the Company, serving as special adviser to the CEO. After quarter end, 

5,145,000 options were granted to directors, officers, and consultants of the Company. These were 

priced at $0.24 and expire on November 3, 2026. 

Finally, we continued to increase our investor outreach after launching our new website and social 

media channels last quarter. We attended two key gold conferences in September and plan to 

participate in three resource conferences in the fourth quarter, all part of our strategy to raise awareness 

among a broader base of potential shareholders. 
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MARA ROSA 

The Mara Rosa Property is in the municipality of Mara Rosa in the state of Goiás, central Brazil. It is 

approximately 360 kilometres north of Goiania, the state capital. It has a land area of 2,552 hectares 

across three mining concessions plus numerous exploration leases in areas surrounding the mine area. 

Mara Rosa, a small town of 10,000 people, is about 5 kilometres away. There is a railway within 1.5 

kilometres of the planned pit, a major national highway 11 kilometres away, and a 4-kilometre gravel 

road connects the project to an asphalted state highway.  

Posse Gold Project 

We are developing our Posse Gold Project into the Posse Gold Mine, a conventional open pit and 

carbon-in-leach operation with dry stack tailings. We will employ contract miners who will use drill and 

blast, hydraulic excavators, haul trucks, and auxiliary mobile equipment. 

The infrastructure will consist mainly of the processing plant, buildings, power line, water dam, filtered 

tailings pile, waste dumps, and a low-grade stockpile. The access road and most of the service roads 

already exist, minimizing earthworks and clearing vegetation.  

DEFINITIVE FEASIBILITY STUDY 

We completed our definitive feasibility study (DFS) on the Posse Gold Project in June 2020. It includes an 

economic model, and sets out costs, mining method and schedule, pit design, and tailings 

management. It also updates the mineral resource model, based on additional drilling and  

metallurgical testing. 

The DFS shows the project can support an initial mine life of 10 years, based on gold production of 

102,000 ounces per year in the first four years, and an average annual gold production of 84,000 ounces. 

Average recoveries are 89.9% and the average strip ratio over the life of mine is 4.3.  

Assuming a base case gold price of US$1,400 per ounce and exchange rate of Brazilian real (BRL) 4.2 to 

US$1, the project has an after-tax net present value 5% (NPV 5%) of US$183 million and an after-tax 

internal rate of return (IRR) of 25%. The DFS sets the initial capital cost to build Posse at US$145 million 

and estimates an after-tax payback of 2.6 years. 

The DFS also shows that project is highly leveraged to gold. Using a 

bullish case of US$1,730 per ounce gold and an exchange rate of 5.3:1 

increases the NPV 5% to US$360 million and the after-tax IRR to 50%. In 

general, a 10% increase in the gold price generates a 30% increase in the 

after-tax NPV 5%. 

Operating costs of US$8.71 per tonne processed at the base case drop to 

US$7.08 per tonne using the bullish case. The total operating cost is US$20.94 using the base case, and 

$17.73 for the bullish case.  

Similarly, the all-in sustaining cost of US$739 per ounce at the base case decreases to US$656 per ounce 

for the bullish case. 

  

A 10% INCREASE IN THE 

GOLD PRICE  
GENERATES A  
30% INCREASE  

in the after-tax NPV 5% 
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For a detailed financial model, summary of assumptions, and specific production data, see our news 

release: Positive feasibility study on Amarillo’s Posse Gold Project supports 10-year mine life at AISC of $738 

per ounce of gold (June 2, 2020). The feasibility study itself is available under our issuer profile at 

www.sedar.com. Dated August 3, 2020, it is called Amended and Restated NI 43-101 Technical Report 

Definitive Feasibility Study Posse Gold Project, Brazil. 

Updated Mineral Resource and Reserve Estimates  

The DFS includes an update to the Mineral Resource and Reserve Estimates for the Posse Gold Deposit. 

The lowest grade of mineable ore in the economic model of the Posse Deposit ore is 0.37 g/t gold, so the 

cut-off grade for the Mineral Resource was set at 0.35 g/t. 

TABLE 1: MAY 2020 MINERAL RESOURCE ESTIMATE 

Category 
Tonnes 

(millions) 
Grade 

(g/t gold) 

Contained 
gold 

(000 ounces) 

Measured 14 1.20 510 

Indicated 19 1.10 640 

Total M&I 32 1.10 1,200 

Inferred 0.1 0.52 1.7 

Notes: 

• A gold price of $1,500/oz is assumed 

• Cut-off grade of 0.35 g/t used 

• Reported to two significant figures and columns may not sum due to rounding 

• The above Resource includes Reserves. 

The Mineral Resource Estimate includes the Mineral Reserves. A Mineral Reserve is the part of the 

Measured and/or Indicated Resources which, after the application of all relevant economic, legal and 

technical factors, results in an estimated tonnage and grade that is the basis of an economically viable 

project. 

Posse’s Mineral Reserves were estimated based on guidelines set out by the Canadian Institute of Mining 

Metallurgy and Petroleum. The economic portion of the Measured and Indicated Resources was 

identified as 23.8 million dry tonnes grading 1.18 g/t gold. 

TABLE 2: MAY 2020 MINERAL RESERVE ESTIMATE 

Category 

Diluted  
dry tonnes 

(millions) 

Diluted 
grade 

 (g/t gold) 

Contained gold 
metal 

(000 ounces) 

Estimated gold 
recovery 

(%) 

Recoverable 
gold metal 

(000 ounces) 

Proven 11.8 1.20 456 89.9 410 

Probable 12.0 1.16 446 89.8 401 

Total 23.8 1.18 902 89.9 811 

Notes: 

• A gold price of US$1,400/oz is assumed 

• An exchange rate of BRL4.20 to US$1.00 is assumed 

• Mineral reserves are based on measured and indicated mineral resources only 

• Mineral reserves are above an economic cut-off grade of 0.37 g/t gold 

• Columns may not sum due to rounding 

• The Mineral Reserve shown in Table 2 is included in the Mineral Resource calculation shown in Table 1. 
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Project advancement 

We have made significant progress toward starting construction since publishing the feasibility study in 

2020. 

PERMITTING 

We received the License to Install (LI) for the Posse Gold Project in 

February 2021. This critical permit gives us the regulatory approval to 

start construction wherever surface access agreements have been 

finalized. Awarded by the environmental authority for the State of 

Goiás, it is the second of three permits required under Brazil’s mine 

regime.  

We received our first permit, the Preliminary License, in May 2016. 

Considered the most challenging part of the permitting process, 

receiving this permit requires environmental base line studies and 

public hearings to gain environmental and social approvals. 

We will apply for the third and finance license, the Operating License, 

once Posse has been built and commissioned. It will require a mine and 

plant inspection to ensure that we are complying with codes and the 

provisions set out in our preliminary and installation licenses. 

Applications for all the remaining permits relating to building and commissioning the mine were 

submitted in 2020. In July 2020, we received our water use permit, the license that allows us to take 

water from the nearby Rio do Ouro. 

In June, we received our fauna permit for wildlife management and monitoring. Submitted in January 

2020, it includes a plan to preserve species affected by deforestation, cultivate seedlings, and 

implement an ecological corridor for fauna species. We also received licenses for three waste rock piles 

and a fourth is under analysis by regulatory authorities and subject to acquiring the one remaining 

parcel underlying this pile.  

Still outstanding is the license for the water storage dam, and we have begun the application process for 

this. 

In February 2021, the license to install for expanding the Porangatu substation in anticipation of 

constructing a power line from this substation to Mara Rosa was received. We received the license to 

install for the main 138 kilovolt power line that will connect the Porangatu substation to Mara Rosa after 

quarter end. 

POWER 

We locked in electricity prices when we signed a commitment agreement with Enel Brasil in January 

2021 to build a dedicated power line. Enel, the state electric power utility, will supply electricity to the 

mine via this 67-kilometre 138 kilovolt line.  

Amarillo is overseeing the engineering and permitting process, assisted by Enel. It will cost 

approximately BRL36 million (CDN$9 million) to build the line and is expected to take approximately 12 

months. 

Received 

✓ Preliminary License for 

Posse 
✓ Water use permit 
✓ License to Install for 

Posse 
✓ License to Install for 

Porangatu substation 
expansion 

✓ License to Install for 
power line 

✓ Fauna permit 

✓ Licenses for waste rock 
piles 
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We have completed the engineering and received approval for the overall project from Enel. At the 

Porangatu substation, civil works for the equipment supports and fences is ongoing, while the technical 

analysis for the main substation is complete. 

LAND ACQUISITION 

Approximately 95% of the land for the project area has been purchased or is under contract to purchase. 

One parcel remains outstanding, and we expect to finalize that purchase shortly. 

The land survey for the power line is complete, and all the necessary land and land surface rights for the 

power line have been acquired. 

DETAILED ENGINEERING, EXECUTION PLANNING, AND EQUIPMENT 

About 50% of the overall project detailed engineering, including 99% of the early works detailed 

engineering, has been completed. The balance will be finished once major equipment like the ball mill, 

which is subject to project financing, is complete.  

However, we will purchase vendor drawings to continue to advance the detailed engineering. For 

example, we’ve purchased the information on the grinding circuit, and equipment engineering is now 

complete. Engineering for the filtration plant was completed in September. 

The 3D model for the crushing plant is complete, with its engineering 92% done.  

Design engineering continues for the water dam, waste piles, and the low grade ore stockpile. As 

mentioned above, the permits for the three waste piles have been received. 

We have been incrementally increasing our staffing levels in Brazil to support the ongoing detailed 

engineering works and in anticipation of early construction works. 

The project execution plan, which will help us refine our construction timeline, has been completed. It is 

anticipated that it will take between 18 to 24 months to build Posse, once the Board of Directors makes 

a construction decision and we break ground. 

COMMUNITY RELATIONS 

We continue to build strong relationships with the communities and governments where we operate. 

One of the ways that we are minimizing capital and operating costs is by buying local whenever 

possible, so we regularly engage with local suppliers and service providers.  

We have begun a job training program to build a local labour force, which is one of the conditions of our 

License to Install for Posse. We’ve exceeded our targets by almost 75% — registering 2,270 people at our 

training centre in the town of Mara Rosa. Over 700 of the people registered have the skills we’ll need to 

operate the Posse Gold Mine. 

We also have cooperative agreements with multiple groups as well as the municipalities of Mara Rosa 

and Amaralina to prepare and train the local workforce and suppliers. We’ve trained 766 people in 51 

courses held since January; approximately 10% have been women. 

The State of Goiás, which views mining as a key driver of a post Covid-19 economic recovery, announced 

its support for Posse in May 2020 and then again in January 2021. The 138-kilovolt power line that we 

are building from Porangatu to Mara Rose will replace the existing 69 kilovolt line when we are gone, 

leaving a lasting legacy to the community. 
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Exploration 

The goal of our regional exploration program continues to be identifying potentially economic gold 

deposits that could add to Posse’s existing resources and reserves and extend Posse’s initial mine life. In 

September we announced that Pastinho, a target we had initially identified last year, was in fact our first 

satellite deposit. 

Amarillo’s land position in the district primarily covers the Eastern Belt greenstone assemblage, with 

some coverage of the Western and Central belts as well. The Eastern Belt has a maximum thickness of 6 

kilometres, generally strikes to the northeast, and dips moderately to steeply to the northwest. 

The Mara Rosa Property and Posse Gold Deposit occur in a regional thrust that probably acted as one of 

the primary dewatering conduits during the Neo-Proterozoic Brasiliano orogeny. The geophysical, 

geological, and geochemical data available demonstrate that this deposit occurs within a 50-kilometre 

long regional structural zone with potassium alteration and lower order gold-copper-molybdenum 

mineralization. 

FIGURES 1 AND 2: REGIONAL GEOLOGICAL SETTING OF THE MARA ROSA PROJECT (LEFT) AND POTASSIUM 

CHANNEL RADIOMETRIC (RIGHT) 

 

Airborne geophysics identified a strong 10-

kilometre long anomaly that overlies the main 

northeast trending Posse structural corridor. The 

potassium anomaly suggests underlying host 

rocks are hydrothermally altered, which is consistent with observations found at the Posse Gold 

Deposit.  

Gold mineralization at Posse is typically associated with potassium-bearing alteration minerals 

including biotite and sericite combined with carbonate and quartz/silica flooding and 1-2% 

disseminated pyrite. 

Regional surface geological exploration identified coincident gold in soil anomalies trending northeast 

and southwest of the Posse Gold Deposit. Approximately 10 kilometres long, the Posse North Trend has 

several priority targets. These include Araras, Speti 24, Pastinho (now a deposit), Lambari, and Estrala. 

Estrala is the furthest away at 8.0 kilometres northeast of the Posse Gold Deposit.  

Lambari and Estrela have geological settings that are similar to the Posse Gold Deposit.  

At Lambari, located approximately 4.5 kilometres northeast of Posse, our surface work consisted 

primarily of shallow auger drilling, which defined two gold in soil anomalies. The first anomaly is 

located along strike and parallel to Pastinho and has a strike length of approximately 1.0 kilometre. The 

second gold in soil anomaly occurs to the northeast and is parallel to the first anomaly. It has been 

defined over a distance 1.5 kilometres. 
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At Estrela, located about 8 kilometres 

northeast and along trend from Posse, our 

work consisted primarily of shallow surface 

auger drilling, which defined a northeast 

trending gold in soil anomaly over a strike 

length of 900 metres. 

In general, the exploration potential on the 

Posse North Trend is prospective. Targets 

along the trend have gold mineralization 

that is similar in the style and nature to the 

Posse Gold Deposit, and we believe the gold 

system that hosts the Posse Gold Deposit is 

regional in scope. 

THE PASTINHO DEPOSIT 

Drill results received for nine more holes in 

the quarter further confirmed that Pastinho was not a drill target but a full-fledged satellite gold 

deposit. Results from 24 holes have been released to date. 

Located 3.5 kilometres northeast of the Posse Deposit, the Pastinho Gold Deposit sits on 6,000 hectares 

of new exploration tenements that Amarillo gained access to in December 2019. It is near surface 

northeast-southwest trending tabular-shape gold deposit over a strike length of 1,700 metres that dips 

approximately 60 degrees northwest. The apparent thickness ranges from 5 to 20 metres. Several 

parallel gold structures have been observed in some places. 

Pastinho is interpreted to be a mesothermal orogenic gold deposit. The gold is typically associated with 

highly sheared mylonitic metatonalite and amphibolite rocks. The mylonite has been hydrothermally 

altered characterized by intense silicification, biotite, carbonate, and 3-5% disseminated pyrite 

occurring within the foliation of the mylonite. The gold-bearing rocks are like the flagship Posse Gold 

Deposit.  

Importantly, additional drill results received after quarter end continue to show the continuity and 

down dip extensions of Pastinho, showing that it is at least 200 metres deep. Eight of the nine holes 

returned elevated gold values that proved good gold continuity over 800 metres of strike length. Overall, 

gold continuity is observed over 1,700 metres of strike length including results from previous drill 

programs. 

Highlights from the most recent drill results include: 

• Drillhole 21PTN021 intersected 11.00 metres grading 1.20 g/t gold from 222 metres, including 7 

metres grading 1.81 g/t gold from 220.0 metres. This extends Pastinho to a vertical depth of 

approximately 200 metres. The deposit remains open at depth. 

• Drillhole 21PTN025 intersected four intervals of elevated gold interpreted to represent parallel gold 

structures. Highlights include 9 metres grading 1.39 g/t gold from 81 metres including 4 metres 

grading 2.42 g/t gold from 81 metres. There is another one-metre interval from 113 metres of greater 

than 10 g/t gold, and 3 metres grading 0.52 g/t gold from 145 metres.  

• Drillhole 21PTN012 returned three intervals of prominent gold values including 8 metres of 0.78 g/t 

gold from 44 metres, 2.5 metres grading 0.308 g/t gold from 72.5 metres, and 7.5 metres grading 0.731 

g/t gold from 90 metres. These results are interpreted to represent parallel gold structures. 

FIGURE 3: GOLD IN SOIL ANOMALIES 
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In addition to lateral continuity, good vertical continuity is developing. For example, drill hole 21PTN021 

returned two intervals of gold mineralization highlighted by 11 metres grading 1.201 g/t gold at a 

vertical depth of approximately 200 metres followed by 4 metres grading 1.10 g/t gold. Drill hole 

21PTN025 was drilled up dip from hole 21PTNH021 and intersected 9.00 metres grading 1.39 g/t gold at 

vertical depth of about 70 metres, followed by an interval of 3 metres grading 0.52 g/t gold. Hole 

21PTN001 intersected 12 metres grading 0.78 g/t gold from 23 metres. 

We have expanded our overall diamond drill program at Mara Rosa by 3,000 metres to follow up on the 

gold mineralization discovered at Pastinho and tighten the drill spacing. The deposit remains open 

along strike and down dip. 

For figures and complete results relating to the Pastinho Gold Deposit, see our news releases: Amarillo 

discovers new primary gold deposit at Mara Rosa (September 8, 2021) and Amarillo’s new gold deposit 

at least 200 metres deep (October 13, 2021). 

QUALIFIED PERSON 

Michael Durose, P.Geo., Consulting Geologist for Amarillo Gold Corp. and a qualified person as defined 

by Canadian National Instrument 43-101, has reviewed and approved the scientific and technical 

information relating to the Mara Rosa regional exploration program in this MD&A. 

QUALITY ASSURANCE AND QUALITY CONTROL 

Sample handling, preparation, and analysis are monitored through the implementation of formal chain-

of-custody procedures and quality assurance/quality control programs designed to follow industry best 

practices. 

All drillhole samples in this drilling program consist of split NQ diamond drill core. Drillcore is logged 

and sampled in a secure facility located in Mara Rosa, Goiás State, Brazil. Drillcore samples for gold 

assay are cut in half using a diamond saw and submitted to ALS Laboratories Inc. in Goiania, Goiás 

State, Brazil for preparation by crushing to 70% passing 2.0 mm, riffle splitting to obtain 500 g aliquots, 

and pulverizing to 85% passing 75 microns. 

Pulps are shipped to ALS Laboratories in Lima, Peru and analyzed by a 30 g fire assay and AAS finish. For 

assays above 10 ppm Au, a cut of the original pulp was re-assayed with a gravimetric finish. 

Certified standards, non-certified blanks and field duplicates are inserted into the sample stream at 

regular intervals, so that QA/QC accounted for about 10% of the total samples. Results are routinely 

evaluated for accuracy, precision, and contamination. 

  

https://amarillogold.com/investors/news/news-details/2021/Amarillo-discovers-new-primary-gold-deposit-at-Mara-Rosa/default.aspx
https://amarillogold.com/investors/news/news-details/2021/Amarillo-discovers-new-primary-gold-deposit-at-Mara-Rosa/default.aspx
https://amarillogold.com/investors/news/news-details/2021/Amarillos-new-gold-deposit-at-least-200-metres-deep/default.aspx
https://amarillogold.com/investors/news/news-details/2021/Amarillos-new-gold-deposit-at-least-200-metres-deep/default.aspx
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LAVRAS DO SUL 

Our Lavas do Sul (LDS) gold project is in southern Brazil in the state of Rio Grande do Sul, where our 

total consolidated land package of 22,278 hectares is held under Lavras do Sul Mineração do Brasil Ltda. 

(formerly Energia Mineral Ltda.), an Amarillo affiliate set up with Brazilian partners to meet Brazilian 

Border Area requirements. 

Amarillo’s overall goal at Lavras is to find enough resources to justify opening a second development 

front. Located 320 kilometres by paved road southwest of the state capital city of Porto Alegre, it 

benefits from excellent infrastructure. The village of Lavras do Sul is a small farming community near to 

the Company’s exploration concessions. 

We initially acquired options to explore LDS from Rio Tinto in October 2006 and IAMGOLD Corporation in 

May 2008.  

During the quarter, we consolidated our Lavras do Sul land package by amending our property 

agreement with IAMGOLD Corporation, and, separately, by acquiring an additional exploration 

concession. Acquired through Lavras do Sul Mineração do Brasil Ltda. via the National Mining Agency’s 

exploration auction process, the new exploration concession covers ground that immediately adjoins 

the current land package. 

FIGURE 4: LAVRAS DO SUL LAND PACKAGE 
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IAMGOLD Agreement 

In June, we terminated our December 2007 Heads of Agreement with IAMGold and replaced it with a 

property Purchase Agreement that will transfer title of the properties from IAMGold to Lavras do Sul 

Mineração do Brasil Ltda., an Amarillo affiliate set up with Brazilian partners to meet Brazilian Border 

Area requirements.  

Covering 5,659 hectares, this new agreement gives our affiliate 100% ownership of the four mineral 

concessions and eliminates IAMGold’s 20% ownership. All IAMGold back-in rights have been terminated.  

Under the agreement, Amarillo will pay IAMGold an aggregate of US$700,000 in progress payments as 

the properties are developed. The Purchase Agreement also increases IAMGold’s net smelter royalty 

from 2% to 3%, 1% of which may be repurchased for US$1 million.   

Rio Tinto Agreement 

The company acquired an option on the Lavras do Sul property (the Lavras Project) from Rio Tinto 

Desenvolvimentos Ltda. (Rio Tinto) in October 2006. 

The Lavras Project area covers 220 square kilometres and is located in the state of Rio Grande do Sul, 

approximately 420 kilometres by paved road southwest of the state capital Porto Alegre. 

Amarillo’s requirements under the option terms were to: 

• pay US$1,265,000 through various instalments up to January 31, 2008, to acquire an initial 60% 

interest in the property – payments made 

• issue 2,000,000 warrants exercisable at $0.50 to Rio Tinto within 60 days of signing the final 

agreement – these warrants were issued and expired on January 22, 2010 

• spend US$2,550,000 by January 31, 2008 exploring the property – spent.  

Having met these terms, Amarillo can form a joint venture with the underlying owners. If the underlying 

owners elect not to contribute, then Amarillo will earn a 100% interest in the property and have to pay a 

1.5% net smelter royalty (NSR) on production. The Company has not entered into a joint venture, but 

continues to negotiate this agreement with prospective partners. Amarillo may withdraw from this 

agreement at any time by giving 30 days written notice. 

If Amarillo forms a joint venture with the underlying owners as set out in the option agreement, Amarillo 

must also make the following payments to Rio Tinto: 

• US$1,806,000 upon receipt of the Installation License covering the Lavras Project, and 

• Pay a 0.5% NSR on production from the Lavras Project. 

Exploration at Lavras do Sul 

Lavras do Sul encompasses a Neo-Proterozoic granite intrusion. Gold mineralization has been identified 

within the granite complex and in surrounding volcanic rocks. The gold mineralization is thought to be 

of an epithermal style and associated with intersecting fault structures. 

The Lavras exploration team has identified at least 23 known gold targets and showings through its 

systematic and phased approach to mineral exploration. Most of the property had never been explored 

by modern exploration methods — due to a fragmented land ownership dating back to the late-1880s — 

until 2006. The most advanced of the 23 prospects are Butia, Cerrito, and Matilde. 
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FIGURE 5: GOLD TARGETS AT LAVRAS DO SUL 

 

Prior exploration by Rio Tinto in 2005 and Companhia Brasileira do Cobre in the 1980s included drilling 

at the Butia and Cerrito prospects, both of which lie within 5 kilometres of the town of Lavras do Sul and 

are covered by old surface workings. These drilling programs returned downhole intercepts of gold 

mineralization at slightly less than 1 g/t over lengths of slightly more than 100 metres. We completed 

follow-up drilling at these two prospects with more focused activity on Butia (see below). By December 

31, 2020, we had completed 42,540 metres of drilling in 189 holes at the LDS.  

We have started to explore for new economic gold deposits on the property using soil geochemistry, 

surface mapping, trenching, airborne and ground geophysics, and diamond drilling. We completed a 

1,000 line kilometre UAV magnetic survey over the south west corner of LDS where survey results 

indicate strong magnetic correlation with fault structures north and east of Butia.  

A 3,000-metre diamond drilling program and ground induced polarization geophysical survey was 

completed over select targets in 2020, and regional surface gold soil surveying program is underway 

targeting areas in the northern portion of the concession. Results will be used to help define priority drill 

targets for further testing.  
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MATILDE 

We drilled a significant gold-hosting structural zone during the second quarter at Matilde, located 

approximately 3 kilometres south of the town of Lavras do Sul. 

Matilde includes a gold-in-soil anomaly that extends over 3.5 kilometres in an east-west strike direction 

and 3.5 kilometres in a north-south strike direction located in the south-central portion of the intrusion.  

Airborne magnetic data suggests that the Matilde region is structurally complex and characterized by major 

north-west, east-west, and north-east trending faults.  

Two holes located 50 metres apart along an east-west strike direction were drilled into the Matilde target, 

confirming the primary source of gold of an overlying gold-in-soil anomaly. 

FIGURE 6: MATILDE SOIL ANOMALY OVERLYING MAGNETIC DATA 
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FIGURE 7: LOCATION OF DRILL HOLES 20MT_001 AND 20MT_002 RELATIVE TO MAGNETIC DATA 

Wide intervals of gold mineralization were intersected from surface in both holes: 

• Hole 20MT001 intersected 62.53 metres grading 0.62 grams per tonne (g/t) gold from 189.7 metres 

including 12.77 metres grading 0.89 g/t gold from 191.48 metres and 14 metres grading 1.13 g/t gold 

from 228.40 metres.  

• Hole 20MT002 intersected 144.60 metres grading 0.69 g/t gold from 117.00 metres including 91.60 

metres grading 0.87 g/t gold from 170.00 metres and 9.00 metres grading 1.02 g/t gold from 172.00 

metres and 27 metres grading 1.04 g/t gold from 184.00 metres.  

The original host rock for both holes is interpreted to be granodiorite that had been variably 

hydrothermally altered throughout the drill core. Zones of elevated gold typically are associated with 

hydrothermal breccia characterized by areas of intense silicification, sericite (phengite), chlorite, albite, 

hematite, 2-3% disseminated pyrite, and trace amounts of galena and chalcopyrite.  

There are numerous zones of elevated gold values beginning from surface throughout both holes. 

Generally, elevated gold values are also associated with anomalous values of arsenic, bismuth, and 

copper. The drilling program is ongoing and future drilling results will be released as the program 

unfolds. 

The qualified person for the Matilde results is Michael Durose, P. Geo., Consulting Geologist for Amarillo 

Gold Corporation. He is a qualified person as defined by Canadian National Instrument 43-101 and has 

reviewed and approved the scientific and technical information contained in this release.  
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BUTIA 

Of the 22 known areas of historic gold workings on LDS, we have done the most work on Butia where we 

have completed three drill campaigns on this prospect. 

Three holes completed early 2007 returned encouraging results in drill hole LDH-01 of 169.4 metres at 

1.0 g/t gold, and brought the drill rigs back for a second and third drilling campaign in 2008 and 2011-

2012. 

In 2011 intercepts of 120 metres at 3.23 g/t gold and 232 metres at1.96 g/t gold confirmed significant 

vertical continuity of the system 

In 2017, an application to convert the exploration permits over the Butia deposit to mining permits was 

made to the ANM (formerly DNPM). An environmental baseline study is being conducted on the Butia 

property as requested by the ANM. 

Butia initial resource estimate 

We released an NI 43-101 compliant gold resource in September 2010. Table 3 shows a resource 

estimate using a cut-off grade of 0.3 gold g/t, and Table 4 shows a resource estimate at a cut-off grade of 

0.5 gold g/t. 

TABLE 3: BUTIA PROSPECT RESOURCE ESTIMATE USING 0.3 G/T GOLD CUT-OFF 

Category Tonnes 

(millions) 

Grade 

(g/t gold) 

Contained gold 

(oz) 

Indicated 6,390,000 1.05 215,000 

Inferred 12,880,000 0.74 308,000 

TABLE 4: BUTIA PROSPECT RESOURCE ESTIMATE USING 0.5 G/T GOLD CUT-OFF 

Category 

Tonnes 

(millions) 

Grade 

(g/t gold) 

Contained gold 

(oz) 

Indicated 5,300,000 1.18 201,000 

Inferred 6,840,000 1.07 235,000 

Notes: 

• Mineral resources are not mineral reserves and do not have demonstrated economic viability. There is no certainty that all or any part of 
the mineral resources estimated will be converted into Mineral Reserves 

• Numbers may not sum due to rounding 

• Mineral resources are reported in-situ with no dilution provision 

• A cut-off-grade of .3 g/t Au was used for resource estimation 

• A density or tonnage factor of 2.61 to 2.68 tonnes per cubic metre is applied depending on rock types. 

Subsequent drilling programs at Butia in 2012 generated significant results that are not included in the 

NI 43-101 compliant gold resource estimate (see press release dated June 20, 2012). These include 

drilling in the higher-grade gold zone of the Butia deposit:  

• drill hole LDH-209 intersected 133 metres grading 2.65 g/t gold 

• drill hole LDH-212 intersected 123 metres grading 1.49 g/t gold. 

The estimate — titled NI 43-101 Technical Report, Butia Prospect, Rio Grande do Sul, Brazil — is by Atticus 

and Associates of Lima, Peru and dated July 30, 2010. Its qualified persons are Antony John Amberg 

(registered as a competent person for the calculation of mineral resources and reserves by the Chilean 

Mining Commission), and Simon Mortimer (a Professional Geologist and member of the Australian 

institute mining and metallurgy). 
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FINANCIAL RESULTS 

The following table summarizes the Company’s major operating expense categories for the third quarter 

of 2021 and 2020 (Q3 2021 and Q3 2020) and for the nine months ended September 30, 2021 and 2020 

(YTD 2021 and YTD 2020). 

TABLE 5: AMARILLO’S EXPENSES (INCOME) AND LOSS 

  Three months ended 

September 30 

Nine months ended 

September 30 

  2021 2020 2021 2020 

Category  $ $ $ $ 

General and administrative (G&A)      

 Consulting  83,374 82,925 341,840 210,392 

 Professional  320,901 150,488 626,027 541,887 

 Salaries and benefits  618,638 171,309 1,080,563 525,121 

 Directors’ fees  52,500 52,500 157,500 157,500 

 Marketing and promotion  75,934 26,841 199,362 79,894 

 Filing and transfer agent  2,745 19,611 75,111 69,577 

 Travel  5,118 – 5,118 9,625 

 Other G&A  91,781 32,259 300,586 141,002 

Total G&A  1,250,991 535,933 2,786,107 1,734,998 

Recovery of legal fees from WPC  – – – (187,000) 

Stock-based compensation  133,436 – 492,294 – 

Financial advisory services  37,129 36,000 292,731 73,289 

Foreign exchange loss/(gain)  87,368 (143,673) 29,096 (245,925) 

Interest income  (80,454) – (189,735) – 

Interest and finance charges  (22,355) 4,790 6,504 29,480 

Net loss and comprehensive loss  1,406,115 433,050 3,454,127 1,404,842 

Q3 2021 compared to Q3 2020 

For the three months ended September 30, 2021, the Company recorded a loss of $1,406,115 (Q3 2020: 

$433,050) mostly because of the following. 

Consulting fees of $83,474 in Q3 2021 (Q3 2020: $82,925) consisted of:  

• financial and technical advisory services paid to various consultants of $39,750 (Q3 2020: $34,925). Q3 

2021 fees increased due fees paid for recruiting personnel towards building the construction team in 

Brazil 

• marketing and investor relations consultants of $30,000 (Q3 2020: $48,000)  

• fees in Brazil of $13,624 (Q3 2020: $nil). Q3 2021 fees increased in Brazil due to increased activities in 

Brazil towards construction. 

Professional fees (including legal, audit, accounting and advisory) of $320,901 in Q3 2021 (Q3 2020: 

$150,488) consisted of $185,110 (Q3 2020: $88,312) in Canada and $135,791 (Q3 2020: $98,676) in Brazil. 

Fees in Canada increased due to advisory serves related to merger and acquisition. Fees in Brazil 

increased due to increased activities at Mara Rosa. 
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Salaries and benefits of $618,638 in Q3 2021 (Q3 2020: $171,309) consisted of $581,204 (Q3 2020: 

$136,710) in Canada and $37,434 (Q3 2020: $34,599) in Brazil. Salaries in Canada relate to the CEO of 

$75,000 (Q3 2020: $75,000) plus bonus of $300,000 (Q3 2020: Nil), and the CFO of $50,000 (Q3 2020: 

$50,000) plus bonus of $150,000 (Q3 2020: Nil), plus government benefits.  

Directors’ fees in Q3 2021 were $52,500 (Q3 2020: $52,500). Directors other than the CEO earn an annual 

fee of $35,000. In Q3 2021 and 2020, there were six directors who each earned $8,750 per quarter.  

Marketing and promotion of $75,934 in Q3 2021 (Q3 2020: $26,841) increased due to increased 

marketing activities compared to Q3 2020 when there were less trade shows and travel mostly related to 

Covid-19 restrictions. 

Filing and transfer agent fees of $2,745 in Q3 2021 (Q3 2020: $19,611) decreased due to timing additional 

filing fees in Q3 2020 related to the August 2020 equity financing. 

Other general and administrative expenses of $91,781 in Q3 2021 (Q3 2020: $32,259) include $58,744 (Q3 

2020: $26,292) related to operations in Brazil, and $33,037 (Q3 2020: $5,967) related to operations in 

Canada. Brazil expenses increased due to increased overhead at Mara Rosa as we increased activities as 

in preparation for construction. Canadian expenses increased due to increase in website, 

communications, and data room maintenance. 

Stock-based compensation of $133,436 in Q3 2021 (Q3 2020: $nil) related mostly to the amortization of 

3,530,000 options granted in Q4 2020 and 850,000 options granted in 2021. The options all vest over a 

three-year period.  

Financial advisory fees of $37,129 (Q3 2020: $36,000) related to fees paid for financial advisory services 

in search of construction financing for the Posse Project. Fees were paid in 2021 and 2020, as we 

continued to retain the financial advisor.  

Amarillo also incurred fees related to starting and nearly completing a project execution plan in 

anticipation of successfully completing the construction financing and breaking ground once we make a 

construction decision. 

Foreign exchange losses and gains relate mostly to the ANM liability for all periods and to the WPC 

receivable to pay for this liability that was recorded for the first time in Q3 2020. Both items are recorded 

in Brazilian reais.  

Interest income of $80,454 (Q3 2020: $nil) is due to cash on hand following the August 2020 financing 

that raised net cash of $55.1 million.  

Cash on hand at September 30, 2021 was $32.3 million, most of which is invested in short term savings 

and investment accounts awaiting deployment for constructing Posse, exploration, and general 

corporate purposes. 
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YTD 2021 compared to YTD 2020 

For the nine months ended September 30, 2021, the Company recorded a loss of $3,454,127 (2020: 

$1,404,842) mostly because of the following. 

Consulting fees of $341,840 in 2021 (2020: $210,392) consisted of:  

• financial and technical advisory services paid to various consultants of $219,300 (2020: $127,722). YTD 

2021 fees increased due fees paid for recruiting personnel towards building the construction team in 

Brazil 

• marketing and investor relations consultants of $56,750 (2020: $72,000). YTD 2021 fees increased due 

to additional resources required to redesign our website and rebrand the Company 

• fees in Brazil of $65,790 (2020: $10,670). YTD 2021 fees increased in Brazil due to increased activities in 

Brazil towards construction. 

Professional fees (including legal, audit, accounting and advisory) of $626,027 in 2021 (2020: $541,887) 

consisted of $360,538 (2020: $216,612) in Canada and $265,489 (2020: $325,275) in Brazil.  

Salaries and benefits of $1,080,564 in 2021 (2020: $525,121) consisted of $940,320 (2020: $412,049) in 

Canada and $140,244 (2020: $113,072) in Brazil. Salaries in Canada relate to the:  

• CEO, who received a base salary of $225,000 (Q3 2020: $75,000), bonus of $300,000 (Q3 2020: Nil), two 

years’ vacation pay of $50,000 (2020: $Nil), plus government benefits 

• CFO, who received a base salary of $150,000 (Q3 2020: $50,000), bonus of $150,000 (Q3 2020: Nil), two 

years’ vacation pay of $33,000 (2020: $Nil), plus government benefits.   

Directors’ fees in 2021 were $157,500 (2020: $157,500). Directors other than the CEO earn an annual fee 

of $35,000. In 2021 and 2020, there were six directors who each earned $8,750 per quarter.  

Marketing and promotion of $199,362 in 2021 (2020: $79,894) increased due to increased marketing 

activities compared to 2020 when there were less trade shows and travel mostly related to the Covid-19 

restrictions. 

Filing and transfer agent fees of $75,111 in 2021 (2020: $69,577) increased compared to 2020 due to the 

increase in annual filing fees related to the increase in outstanding shares and market capitalization 

following the August 2020 equity financing that resulted in a significant increase in the issued and 

outstanding shares. 

Other general and administrative expenses of $300,586 in 2021 (2020: $141,002) include $155,235 (2020: 

$95,027) related to operations in Brazil, and $145,351 (2020: $45,975) related to operations in Canada. 

Brazil expenses increased due to increased overhead at Mara Rosa as the Company increased activities 

as it prepares for construction. Canadian expenses increased due to increase in website, 

communications, and data room maintenance. 

Stock-based compensation of $492,294 in 2021 (2020: $nil) related mostly to the amortization of 

3,530,000 options granted in Q4 2020 and 850,000 options granted in 2021. The options all vest over a 

three-year period.  
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Financial advisory fees of $329,861 (2020: $73,289) related to fees paid for financial advisory services in 

search of construction financing for the Posse Project. Fees were paid in 2021 and 2020, as we continued 

to retain the financial advisor. In addition, after attracting an interested lender, we incurred additional 

fees until May 2021 for technical due diligence and independent technical engineering oversight. These 

additional fees curtailed after May 2021 as the Company decided to investigate other financing 

alternatives. 

Amarillo also incurred fees related to starting and nearly completing a project execution plan in 

anticipation of successfully completing the construction financing and breaking ground once we make a 

construction decision. 

Foreign exchange losses and gains relate mostly to the ANM liability for all periods and to the WPC 

receivable to pay for this liability that was recorded for the first time in Q3 2020. Both items are recorded 

in Brazilian reais.  

Interest income of $189,735 (2020: $nil) is due to cash on hand following the August 2020 financing that 

raised net cash of $55.1 million.  

Cash on hand at September 30, 2021 was $32.3 million, most of which is invested in short term savings 

and investment accounts awaiting deployment for constructing Posse, exploration, and general 

corporate purposes. 

SUMMARY OF QUARTERLY FINANCIAL RESULTS 

Table 6 presents extracted information from our unaudited quarterly results of operations for each of 

the last eight quarters. All periods reflect accounting policies consistent with IFRS. 

TABLE 6: SUMMARY QUARTERLY FINANCIAL RESULTS 

  Q3 2021 Q2 2021 Q1 2021 Q4 2020 

Category  $ $ $ $ 

Net loss   (1,406,115) (959,545) (1,098,467) (2,464,992) 

Total assets  92,407,000 92,419,810 91,732,839 92,207,449 

Total non-current liabilities  924,295 367,074 392,271 504,268 

Loss per share   (0.00)  (0.00)  (0.00)  (0.01) 

      

  Q3 2020 Q2 2020 Q1 2020 Q4 2019 

  $ $ $ $ 

Net (loss) income  (433,050) (435,661) (536,132) (919,876) 

Total assets  93,029,976 38,695,648 39,570,333 40,273,562 

Total non-current liabilities  552,180 648,454 779,412 1,001,597 

(Loss) income per share   (0.00)  (0.00)  (0.00)  (0.00) 
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Variations in net loss/income 

The significant variations in net (loss) income for each quarter are due mainly to variations in stock 

compensation expense, professional fees, financial advisory fees, and foreign exchange gain/loss due to 

the fluctuation in the Brazilian real. 

Stock-based compensation expense fluctuates based on the timing of stock option grants. There were 

significant stock option grants in Q4 2020 and Q3 2019 reflecting our policy of granting options after 

each the annual general meeting; these occurred on October 1, 2020, and September 25, 2019, 

respectively. All the other items included in the losses per quarter may vary from period to period. 

Quarterly variations in the balance sheet 

Q3 2021 

Total assets remained approximately the same in Q3 2021 compared to Q2 2021. There was a net 

decrease in cash of $8.2 million in Q3 2021 that was due to $1.4 million cash used in operations; $7.3 

million was spent on Mara Rosa and Lavras do Sul; and $0.5 million received from the exercise of 

warrants and stock options. 

The decrease in cash of $8.2 million, net of the increase of $8.0 million capitalization of amounts on 

Mara Rosa and Lavras do Sul, accounted for most of the change in total assets. Mara Rosa expenditures 

increased significantly in this quarter due to $2.1 million spent on geotechnical and process plant 

engineering, increased salaries from additional staff hires to prepare for construction, and capitalization 

of ANM concession fees. 

The total non-current liabilities, which all relate to the concession fess payable to ANM, increased from 

Q2 2021 ($0.5 million) to Q3 2021 ($0.9 million) due additional liability recorded in Q3 2021. In August 

2021, AMB was advised of liabilities to the ANM of BRL3,522,429 (C$861,938) for WPC’s failure to file reports 

for the Exploration permits. AMB entered into an agreement with the ANM to pay an estimated monthly 

amount of BRL58,707 or a total of BRL3,522,429 plus monthly accrued interest over a five-year period 

commencing on September 1, 2021. The non-current portion of the fees payable to ANM as at September 

30, 2021 was BRL3.9 million versus BRL1.5 million as at June 30, 2021. 

Q2 2021 

Total assets increased by $0.5 million from Q1 2021 to Q2 2021. There was a net decrease in cash of $3.6 

million in Q2 2021 that was due to $0.1 million cash from operations; $4.2 million was spent on Mara 

Rosa and Lavras do Sul; and $0.6 million received from the exercise of warrants and stock options. 

The decrease in cash of $3.6 million, net of the increase of $4.1 million capitalization of amounts on 

Mara Rosa and Lavras do Sul, accounted mostly for the $0.5 million increase in total assets. Mara Rosa 

expenditures increased significantly in this quarter due to $1.5 million spent on geotechnical and 

process plant engineering, increased salaries as additional staff hires to prepare for construction, and 

costs related to the commencement of project execution planning. 

The total non-current liabilities, which all relate to the concession fess payable to ANM, decreased from 

Q1 2021 to Q2 2021 due to the repayment of $66,000 and foreign exchange gain of $41,000. The non-

current portion of the fees payable to ANM as at June 30, 2021 was BRL1.5 million versus BRL1.8 million 

as at March 31, 2021. 
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Q1 2021 

Total assets decreased by $0.5 million from Q4 2020 to Q1 2021. There was a net decrease in cash of $8.4 

million in Q1 2021 that was due to $0.4 million cash used in operations; $8 million was spent on Mara 

Rosa and Lavras do Sul. 

The decrease in cash of $8.4 million, net of the increase of $8 million capitalization of amounts on Mara 

Rosa and Lavras do Sul, accounted mostly for the $0.4 million reduction in total assets. Mara Rosa 

expenditures increased significantly in this quarter due to land acquisitions of $3.7 million, geotechnical 

and process plant engineering, payment of environmental compensation upon receipt of the LI, 

increased salaries from additional staff hires to prepare for construction, and costs related to the 

commencement of project execution planning. 

The total non-current liabilities, which all relate to the concession fess payable to ANM, decreased from 

Q4 2020 to Q1 2021 due to the repayment of $66,000 and foreign exchange loss of $74,000. The non-

current portion of the fees payable to ANM as at March 31, 2021 was BRL1.8 million versus BRL2.1 

million as at December 31, 2020. 

Q4 2020 

Total assets decreased by $0.8 million from Q3 2020 to Q4 2020. There was a net decrease in cash of $3.2 

million in Q4 2020 that was due to $0.6 million cash used in operations; $2.6 million was spent on Mara 

Rosa and Lavras do Sul. 

The decrease in cash of $3.2 million, net of the increase of $2.6 million capitalization of amounts on 

Mara Rosa and Lavras do Sul, accounted mostly for the $0.8 million increase in total assets.  

The total non-current liabilities, which all relate to the concession fess payable to ANM, decreased from 

Q3 2020 to Q4 2020 due to the repayment of $66,000 and foreign exchange loss of $28,000. The non-

current portion of the fees payable to ANM as at December 31, 2020 was BRL2.1 million versus BRL2.3 

million as at September 30, 2020. 

Q3 2020 

Total assets increased by $54.3 million from Q2 2020 to Q3 2020. There was a net increase in cash of $52 

million in Q3 2020 that was due to $1 million cash used in operations, $2.1 million was spent on Mara 

Rosa and Lavras do Sul, and net of $55.1 million proceeds from the combined private 

placements/prospectus offerings concluded on August 13, 2020. 

The increase in cash of $52 million, plus the $2.1 million capitalization of amounts on Mara Rosa and 

Lavras do Sul, accounted for $54.1 million increase in total assets.  

The total non-current liabilities, which all relate to the concession fess payable to ANM, decreased from 

Q2 2020 to Q3 2020 due to the repayment of $70,000 and foreign exchange gain of $45,000. The non-

current portion of the fees payable to ANM as at September 30, 2020 was BRL2.3 million versus BRL2.6 

million as at June 30, 2020. 
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Q2 2020 

Total assets decreased by $0.9 million from Q1 2020 to Q2 2020. There was a net decrease in cash of $1.4 

million in Q2 2020: $0.7 cash was used in operations, $0.9 million was spent on Mara Rosa and Lavras do 

Sul, and net of $0.2 million was recovered from WPC relating to the ANM (formerly DNPM) liability.  

In Q2 2020, the Company recorded $1.6 million as recoverable from WPC which resulted in a reduction 

of the carrying value of Mara Rosa. This reduction net of the $0.9 million spent on Mara Rosa and Lavras 

do Sul resulted in a net decrease of $0.7 million in the combined carrying values of these properties.  

The decrease in cash of $1.4 million, plus the $0.7 million reduction in the capitalization of amounts on 

Mara Rosa and Lavras do Sul accounted for $2.1 million decrease in total assets. This decrease was 

offset by $1.2 million receivable from WPC for a net $0.9 million decrease in total assets. 

The total non-current liabilities, which all relate to the concession fess payable to ANM, decreased from 

Q1 2020 to Q2 2020 due to the repayment of $72,000 and foreign exchange gain of $91,000. The non-

current portion of the fees payable to ANM as at June 30, 2020 was BRL2.6 million versus BRL2.9 million 

as at March 31, 2020. 

Q1 2020 

Total assets decreased by $0.7 million from Q1 2020 to Q1 2020. There was a net decrease in cash of $2.5 

million in Q1 2020, of which $0.7 million cash was used in operations and $1.8 million was spent on Mara 

Rosa and Lavras do Sul. The decrease in cash plus the capitalization of amounts spent on Mara Rosa and 

Lavras do Sul accounted mostly for the decrease in total assets. 

The total non-current liabilities, which all relate to the concession fess payable to ANM, decreased from 

Q1 2020 to Q1 2020 due to the repayment of $85,000 and foreign exchange gain of $203,000. The non-

current portion of the fees payable to ANM as at March 31, 2020 was BRL2.9 million versus BRL3.1 

million as at December 31, 2019. 

Q4 2019 

Total assets decreased by $0.6 million from Q3 2019 to Q4 2019. There was a net decrease in cash of $1.9 

million in Q4 2019: $0.6 million cash was used in operations and $1.3 million was spent on Mara Rosa 

and Lavras do Sul. The decrease in cash plus the capitalization of amounts spent on Mara Rosa and 

Lavras do Sul accounted mostly for the decrease in total assets. 

The total non-current liabilities, which all relate to the concession fess payable to ANM, increased 

negligibly from Q3 2019 to Q4 2019 because of foreign exchange variation between the Canadian dollar 

and Brazilian real and interest accrual adjustments as at year end. 

The non-current portion of the fees payable to ANM as at December 31, 2019 was BRL3.2 million versus 

BRL3.5 million as at September 30, 2019. 
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Equity offerings during Q3 2020 

On August 13, 2020, Amarillo issued 190,666,000 common shares at $0.30 per share to close a private 

placement and a short form prospectus offering (the Offerings) resulting in gross proceeds of $57.2 

million.  

Research Capital Corporation (Research Capital) was the sole underwriter and bookrunner for the 

private placement (the Private Placement), under which 118,967,000 common shares were issued for 

$35.7 million. The common shares issued under the private placement are subject to a statutory hold 

period of four months and one day. 

Research Capital also led the public offering (the Prospectus Offering) as lead underwriter and sole 

bookrunner on behalf of a syndicate of underwriters, which included Sprott Capital Partners LP (the 

Underwriters). Under the Prospectus Offering, 71,699,000 common shares were issued for $21.5 million. 

We paid total commissions of $1,710,696, plus legal, filing, and other related costs of $428,063 for 

aggregate cost of issue of $2,138,759 and net proceeds of $55,061,041. 

USE OF PROCEEDS 

The Company’s primary business objective is to build the Posse Gold Mine. The Offering’s net proceeds 

of $55,061,041 will be used to fund a portion of the pre-construction work programs as set out in Table 

7, below.  

TABLE 7: USE OF PROCEEDS 

    Intended use 

 of funds 

Actual use  

of funds 

Milestone    $ $ 

Engineering   1,889,943 4,584,523 

Plant and equipment long lead items   22,630,576 4,794,875 

Pre-stripping   1,163,838 – 

Construction    4,955,840 – 

Civil works   1,555,049 290,295 

Transmission line   3,635,642 317,341 

Other direct costs   955,141 383,269 

Owner’s costs   2,595,530 134,859 

Land acquisition   3,970,092 7,147,530 

Environmental and social   1,536,875 975,640 

Drilling and exploration   3,399,303 3,443,775 

General corporate purposes   5,118,620 1,725,062 

Reserve funds   1,654,592 31,263,872 

Total    55,061,041 55,061,041 

Note 

The Company does not expect the Covid-19 health crisis to have a material impact on the Company’s ability to complete the above listed 

business objectives and milestones within the expected time frame, but if the health crisis significantly worsens unexpected delays could 
occur. 

  

https://www.amarillogold.com/news/amarillo-announces-underwritten-private-placement-and-bought-deal-prospectus-offerings-totalling-57-2-million-led-by-strategic-investments-from-eric-sprott-and-a-private-investor/
https://www.amarillogold.com/news/amarillo-announces-underwritten-private-placement-and-bought-deal-prospectus-offerings-totalling-57-2-million-led-by-strategic-investments-from-eric-sprott-and-a-private-investor/
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Although we intend to spend the net proceeds from the Offerings as set out above, there may be 

circumstances where it may be prudent or necessary to reallocate the funds. While actual expenditures 

may differ materially from what is set out above, we will use the net proceeds to develop our Posse Gold 

Project, for exploration at Lavras do Sul, and for general corporate purposes.  

The costs not covered by the use of proceeds set out above are listed in Table 8.  

The remaining estimated costs to complete construction and commission the plant based on the June 

2020 Definitive Feasibility Study are as follows: 

TABLE 8: COSTS TO COMPLETE CONSTRUCTION 

Milestone Estimated cost ($) 

Engineering  800,000 

Plant and equipment long lead items  26,800,000 

Pre-stripping  10,300,000 

Construction   44,600,000 

Civil works  14,400,000 

Transmission line  6,600,000 

Other direct costs  12,400,000 

Owner’s costs  5,600,000 

Environmental and social  900,000 

Total  122,400,000 

Based on the results of the DFS, it is estimated that it will cost approximately US$145.2 or CAD$180 

million to build and commission the Posse Gold Mine. That means we will need additional capital and 

are working with our financial adviser, Auramet International, to fund this shortfall. If the additional 

funds are not raised, it may be a sound business practice to revise the work programs as necessary. See 

also Financial risk factors starting on page 31. 

LIQUIDITY AND CAPITAL RESOURCES 

Amarillo recorded a net cash decrease of $20.1 million from $52.4 million as at December 31, 2020 to 

$32.3 million as at September 30, 2021. In Q2 and Q3 2021, we received $0.6 million and $0.5 million, 

respectively from the exercises of warrants ($0.7 million), broker compensation options ($0.3 million), 

and stock options ($42,000). 

For the nine months ended September 30, 2021, we used a total of $21.1 million, including $19.4 million 

on our properties in Brazil and $1.7 million in operations. 

Our property expenditures included $18 million at Mara Rosa and $1.4 million at Lavras do Sul.  

We spent $4.6 million in 2021, including $2 million in Q3 2021, on engineering and consulting on the 

Posse Gold Project as we continued with the detailed engineering of the process plant, waste piles, 

water dam, geotechnical studies, and other infrastructure works.  

Approximately $0.4 million in project executive planning was incurred in 2021, and $3.5 million was 

spent on deposits for long lead time equipment. 

We have accrued $1 million for environmental compensation as required upon the receipt of the LI. This 

amount will be spent upon approved projects by the regulatory authorities.  

In addition, in 2021 $6.3 million, including $2.3 million in Q3 2021, was spent on land acquisition 

encompassing the Posse Mine; we have acquired more than 90% of the land underlying the footprint of 

the Posse Project with one remaining parcel still to be finalized. 
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With most of the costs relating to the DFS, License to Install, and deforestation and water permits spent, 

we are committing to long lead equipment orders. Our strategy is to spend what we need to spend to 

stay on schedule while minimizing its financial exposure until we have obtained full construction 

financing. 

The completion of the financing of the Posse Gold Project, as well as ongoing operations, could be 

adversely impacted by Covid-19. The virus’ impact on the capital markets is uncertain, and could delay 

the financing, which would severely alter, delay, or halt our current plans and operations. We are closely 

monitoring all these factors. 

Amarillo has not earned any revenue from its operations to date. We are in the process of exploring and 

developing its resource properties. We rely on external sources of cash for our current short- and long-

term working capital requirements, and to fund our exploration programs and business development 

activities. 

Without additional financing or other satisfactory arrangements, our financial resources may not be 

sufficient to adequately maintain and/or further complete the development of our projects. Amarillo’s 

ability to continue its exploration, development, and eventually our future production activities is 

dependent on our ability to secure significant additional financing in the future. 

We are pursuing additional financial sources, and while we have been successful in obtaining financing 

in the past, there can be no assurance we will be able to do so in the future or that these sources of 

funding or initiatives will be available for us or that they will be available on terms that are acceptable to 

us. 

CONCESSION FEES PAYABLE AND RECEIVABLE FROM WPC 

We commenced actions against Western Potash Corporation (WPC), a British Columbia company. These 

actions related to taxes and penalties of WPC for properties in Brazil which were registered in the name 

of the Company’s Brazilian subsidiary. 

On April 15, 2020, Amarillo and WPC, through arbitration (the Arbitration), agreed to settle this dispute 

(the Agreement). Under the Agreement, WPC will pay Amarillo $426,000 for a portion of payments made 

by the Company from June 2018 until February 2020. This amount will be repaid in 24 monthly 

instalments of $17,000 starting on April 28, 2020 and ending March 28, 2022. A final instalment of 

$18,000 will be paid on April 28, 2022.   

WPC has the right to pay any balance owing in a lump sum at any time. As at September 30, 2021, this 

receivable balance was $290,000. 

WPC has also assumed full responsibility for the outstanding taxes payable to ANM. This amount was 

BRL4,540,748 (CDN$1,383,742) at February 29, 2020.  

As security for its obligation to pay the settlement amounts described above (the Settlement Amounts), 

both Amarillo and WPC jointly instructed the Arbitrator to make a consent award pursuant to Rule 37 of 

the Arbitral Rules that records WPC’s obligations of WPC under the terms of the Agreement (the Consent 

Award). This Consent Award terminated the Arbitration without costs to any party. 

If WPC defaults on any payment of the Settlement Amounts and does not remedy this default within 15 

days of the payment due date, then the entire amount remaining to be paid by WPC shall become 

immediately due and payable. We will be at liberty to file and/or register the Consent Award in the 

Supreme Court of British Columbia, or in any other court of competent jurisdiction, and be entitled to 

proceed against WPC to collect the outstanding amount. 
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Contingency 

Due to the nature of our operations, other than disclosed above, various legal and tax matters arise in 

the ordinary course of business. We accrue these items when a liability is both probable and the amount 

can be reasonably estimated. 

INVESTOR RELATIONS ACTIVITIES 

In March 2020, Amarillo engaged Annemarie Brissenden, an independent investor relations consultant.  

Ms. Brissenden, who has an extensive background in investor communications for the resource sector, 

began to oversee Amarillo’s investor relations activities for a monthly fee of $5,000 based on certain 

minimum hours and an hourly rate thereafter.  

She resides in Ontario, and does not have any interest, directly or indirectly, in Amarillo or our 

securities, or any right to acquire such an interest. 

SHARE CAPITAL 

Amarillo had the following securities outstanding on November 22, 2021: 

 
Common shares issued 386,073,694 

Common share purchase warrants Nil 

Common share purchase options 25,215,000 

TRANSACTIONS WITH RELATED PARTIES 

TABLE 9: SUMMARY OF TRANSACTIONS WITH RELATED PARTIES DURING THE PERIOD 

Nine months ended September 30 

 2021 2020 

 $ $ 

Salaries paid to officers: 

• Mike Mutchler, President and CEO – $225,000 (2020: $225,000); bonus $300,000 (2020: $nil); two 

years’ accrued vacation $50,000 (2020: $nil) 

• Hemdat Sawh, CFO – $150,000 (2020: $150,000); ); bonus $150,000 (2020: $nil);two years’ accrued 

vacation $33,333 (2020: $nil) 

908,333 375,000 

Directors’ fees: 

• David Birkett – $26,250 (2020: $26,250) 

• David Laing – $26,250 (2020: $nil) 

• Lawrence Lepard – $26,250 (2020: $26,250) 

• Rostislav Raykov – $26,250 (2020: $26,250) 

• Antenor Silva – $26,250 (2020: nil) 

• Stephen Stow – $nil (2020: $26,250) 

• Colin Sutherland – $nil (2020: $26,250) 

• Rowland Uloth – $26,250 (2020: $26,250) 

157,500 157,500 

Consulting fees charged by director’s (David Laing) corporation 36,575 – 

 1,102,408 532,500 
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ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT 

REVENUE 

TABLE 10: RESOURCE PROPERTIES AND DEFERRED EXPLORATION EXPENDITURES 

  Mara 

 Rosa 
$ 

Lavras 

do Sul 
$ 

September 30,  

2021 
 $ 

 December 31, 

2020 
 $ 

Resource properties     

Balance, beginning of year 1,141,431 2,968,088 4,109,519 4,035,366 

Additions during the period/year 102,974 – 102,974 74,153 

Balance, end of period/year 1,244,405 2,968,088 4,212,493 4,109,519 

Deferred evaluation and exploration expenditures     

Balance, beginning of year 15,294,615 14,251,900 29,546,515 26,575,547 

Expenditures during the period/year     

 Engineering and consulting 4,584,523 140,712 4,725,235 2,085,421 

 Drilling and related costs 342,560 – 342,560 798,419 

 Assays and metallurgy 111,908 13,345 125,253 438,185 

 Exploration 14,602 1,012,034 1,026,636 144,297 

 Transportation 38,620 11,949 50,569 37,105 

 Concession taxes 79,688 14,086 93,774 105,434 

 Travel 33,440 5,603 39,043 24,424 

 Depreciation 57,534 – 57,534 97,856 

 Salaries 895,346 113,890 1,009,236 569,991 

 Other evaluation and exploration expenses 364,922 135,965 500,887 309,836 

 Transmission line 159,853 – 159,853 – 

 Environmental compensation 975,640 – 975,640 – 

 Project execution plan 383,269 – 383,269 – 

 ANM concession fees payable (recoverable) 848,201 – 848,201 (1,640,000) 

 8,890,106 1,447,584 10,337,690 2,970,968 

Balance, end of period/year 24,184,721 15,699,484 39,884,205 29,546,515 

     

Total 25,429,126 18,667,572 44,096,698 33,656,034 

CRITICAL ACCOUNTING ESTIMATES 

We made significant assumptions about the future and other uncertain estimates while preparing this 

report. A material adjustment to the carrying amounts of the assets and liabilities could incur if these 

assumptions and estimates differ from actual results. These assumptions and estimates include the 

following, among others. 

The recoverability of resource properties and deferred exploration 

expenditures 

The uncertainty of the recoverability of resource properties arises from estimates and judgments. These 

include forecasts of metal prices, operating costs, capital costs, income taxes, numerous other valuation 

inputs, discount rates, comparability of our properties to those of other market participants, and the 

selection of market-participant assumptions used in the determination of fair value. 

As at September 30, 2021, we determined that no impairment of resource properties was required. 
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Concession fees payable 

The provision of concession fee payable to the ANM requires the incorporation of a market borrowing 

rate to total future obligation to arrive a present value of the provision. The borrowing rate is based on 

the economic environment in Brazil, which is subject estimates and judgements.   

Income taxes 

We provide for taxes using the best estimate of the amount expected to be paid based on a qualitative 

assessment of all relevant factors.  

We review the adequacy of these provisions at the end of the reporting period. However, it is possible 

that at some future date an additional liability could result from audits by taxing authorities.  

Where the final outcome of these tax-related matters is different from the amounts that were initially 

recorded, these differences will affect the tax provisions in the period in which the determination is 

made. 

Valuation of options and warrants 

The determination of the fair value of stock options and warrants is not based on historical cost, but 

derived from subjective assumptions put into an option pricing model.  

The model requires management to forecast future events, including: 

• estimates of the average future hold period of issued stock options and warrants before exercise, 

expiry, or cancellation 

• future volatility of our share price in the expected hold period (using historical volatility as a 

reference) 

• the appropriate risk-free rate of interest.  

Stock options incorporate an expected forfeiture rate, which is estimated based on historical forfeiture 

rates and expectations of future forfeiture rates. It is adjusted if the actual forfeiture rate differs from the 

expected rate. 

The resulting value calculated is not necessarily the value that the holder of the option or warrant could 

receive in an arm’s length transaction, given that there is no market for the options or warrants and they 

are not transferable. 

We believe that the value derived is highly subjective and dependent entirely upon the input 

assumptions made. 

Provisions and contingent liabilities 

We make judgments as to whether a past event has led to a liability that should be recognized in the 

consolidated financial statements or disclosed as a contingent liability.  

Quantifying these liabilities often involves judgments and estimations. These judgments are based on a 

number of factors including the nature of the claims or dispute, the legal process and potential amount 

payable, legal advice received, past experience, and the probability of a loss being realized. Several of 

these factors are sources of estimation uncertainty. 
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OFF-BALANCE SHEET ARRANGEMENTS 

We have no off-balance sheet arrangements. 

CONTROLS AND PROCEDURES 

Management’s responsibility for financial information 

Amarillo’s financial statements are the responsibility of our management and have been approved by 

our Board of Directors. 

We prepared the consolidated financial statements in accordance with IFRS accounting principles. The 

consolidated financial statements include certain amounts based on the use of estimates and 

assumptions.  

We established these amounts in a reasonable manner, in order to ensure that the financial statements 

are presented fairly in all material respects. 

Disclosure controls and procedures 

We have evaluated the effectiveness of our disclosure controls and procedures. We concluded that 

these controls and procedures are sufficiently effective as of September 30, 2021 to provide reasonable 

assurance that material information relating Amarillo and our consolidated subsidiaries is reported to 

management and disclosed in accordance with applicable securities regulations. 

Management’s report on internal control over financial reporting 

Pursuant to Multilateral Instrument 52-109 we have evaluated the effectiveness of our disclosure 

controls and procedures as at September 30, 2021, and found them to meet the required standards.  

We maintain a system of internal control to provide reasonable assurance that assets are safe-guarded 

and financial information is accurate and reliable. 

Our Board of Directors approves the financial statements and ensures that management discharges its 

financial responsibilities. The Board’s review is accomplished principally through the Audit Committee, 

which meets periodically with management and auditors to review financial reporting and control 

matters. From time to time the Board may also form special sub-committees that investigate and report 

to the Board on specific topics. 

CAPITAL RISK MANAGEMENT 

We manage and adjust our capital structure, based on the funds available to us, to support the 

acquisition, exploration, and development of mineral properties. Our Board of Directors does not 

establish quantitative return on capital criteria for management, but rather relies on management’s 

expertise to sustain the future development of the business. 

We consider our capital to be equity, which comprises share capital, other components of equity, and 

accumulated deficit. At September 30, 2021, this total was $88,303,788 (December 31, 2020 – 

$90,203,351). 
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The properties that we have an interest are in the exploration stage; we depend on external financing to 

fund our activities. We will continue to assess new properties and may seek to acquire interests in 

additional properties if we believe there is sufficient geologic or economic potential and if we have 

adequate financial resources to do so. 

We review our capital management approach on an ongoing basis and believe that this approach is 

appropriate to our relative size and stage of development. We did not change our approach during the 

nine months ended September 30, 2021. We and our subsidiaries are not subject to externally imposed 

capital requirements. 

FINANCIAL RISK FACTORS 

We are exposed to a variety of financial risks: credit risk, liquidity risk, and market risk including interest 

rate, foreign exchange rate, and commodity, specifically gold, price risk. 

Our management team oversees risk management with guidance from the Audit Committee under 

policies approved by the Board of Directors. The Board of Directors also provides regular guidance for 

overall risk management. 

TABLE 11: CATEGORIES OF FINANCIAL INSTRUMENTS 

 September 30 December 31 

 2021 2020 

 $ $ 

Financial assets   

 Fair value through profit and loss   

  Cash and cash equivalents 32,326,1406 52,423,488 

 Amortized cost   

  Accounts receivable, excludes HST/GST receivable 16,903 11,460 

  Receivable from WPC 1,077,701 1,083,706 

   

Financial liabilities   

 Amortized cost   

  Accounts payable and accrued liabilities 2,749,094 1,224,012 

  Concession fees payable 1,354,118 780,086 

The key risks attaching to our financial instruments are as follows. 

Credit risk 

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations.  

Our credit risk is primarily attributable to cash and accounts receivable. Credit risk on cash is remote as 

it is held with reputable financial institutions and is closely monitored by management.  

We believe that the credit risk with respect to financial instruments included in accounts receivable is 

remote as most of the receivables largely represent taxes receivable, therefore there was no amount 

applied to the expected credit losses.  

Liquidity risk 

We manage liquidity risk to ensure we will have sufficient liquidity to meet our liabilities when they are 

due. There can be no assurance that we will be able to obtain adequate financing in the future or that 

the terms of the financing will be favourable. 
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As at September 30, 2021, Amarillo had a cash balance of $32,326,140 (December 31, 2020 – 

$52,423,488) to settle current liabilities of $3,178,917 (December 31, 2020 – $1,499,830). 

Market risk 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign 

exchange rates, and commodity and equity prices. 

Interest rate risk 

We have cash balances and our current policy is to invest excess cash in high yield saving accounts. We 

regularly monitor our cash management policy. Interest rate risk is remote as our cash is relatively 

unaffected by changes in short-term interest rates and the interest rate on the debt is a fixed rate. 

Foreign currency risk 

Our functional currency is the Canadian dollar, though we transact major purchases in Canadian dollars 

and Brazilian reais. To fund exploration expenses, we maintain a Brazilian real-denominated bank 

account containing sufficient funds to support monthly forecasted cash outflows. 

Commodity price risk 

Although we are not yet a producing company, we could be adversely affected by commodity price risk. 

In particular, our future profitability and viability of development depends upon the world market price 

of gold, which has fluctuated significantly in recent years.  

Gold price risk may affect the completion of future equity transactions such as equity offerings and the 

exercise of stock options and warrants. This may also affect our liquidity and our ability to meet our 

ongoing obligations. 

Sensitivity analysis 

Based on our knowledge and experience of the financial markets, we believe the following movements 

are reasonably possible over a nine-month period. 

a) Cash is subject to floating interest rates. Sensitivity to a plus or minus one percentage point change in 

interest rates would not have a material impact on the reported net loss for the nine-month periods 

ended September 30, 2021 and 2020. 

b) We are exposed to foreign currency risk on fluctuations of financial instruments related to cash, 

accounts receivable, receivable from WPC, accounts payable denominated in Brazilian reais, and 

cash denominated in U.S. dollars. 

A plus or minus 5% change in foreign exchange rate of the Brazilian real against the Canadian dollar 

would affect net loss for the nine-month period ended September 30, 2021, by approximately $188,300 

(September 30, 2020 – $69,800). 

A plus or minus 5% change in foreign exchange rate of the U.S. dollar against the Canadian dollar would 

affect net loss for the nine-month ended September 30, 2021 by approximately $189,400 (September 30, 

2020 – $98,800). 
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OTHER RISKS AND UNCERTAINTIES 

Our operations are speculative due to the high-risk nature of our business: the exploration and 

development of mineral properties. 

The following risk factors could materially affect our future results, causing them to differ materially 

from what we have described in our forward-looking information. Investors and prospective investors 

should carefully consider all of the information contained in this MD&A, including the following risk 

factors. 

This list is not exhaustive and other risk factors may apply, including risks described elsewhere in this 

document, risks not currently known to us, and risks that we currently deem immaterial. Any one or 

more of these risk factors could have a material adverse effect on our business, results of operations, 

financial condition, and the value of our securities. 

Nature of mineral exploration 

The exploration for and development of mineral deposits involves significant financial risks that even a 

combination of careful evaluation, experience, and knowledge may not eliminate. While the discovery 

of an orebody may result in substantial rewards, few properties that are explored are ultimately 

developed into producing mines. 

Major expenditures may be required to establish ore reserves, to develop metallurgical processes, and 

to construct mining and processing facilities at a site. As a result, we cannot say with certainty that our 

exploration or development efforts will result in mining operations. 

Mineral resource and mineral reserve estimates 

There are numerous uncertainties inherent in estimating mineral resources and mineral reserves, 

including many factors beyond our control. 

Estimation is a subjective process, and the accuracy of any mineral reserve estimate is a function of the 

quality of available data and the assumptions made and judgements used in engineering and geological 

interpretation. 

Differences between our assumptions, including economic assumptions such as metal prices and 

market conditions, could have a material effect in the future on our financial position and results of 

operations. 

Safety, health, and environment regulations 

Safety, health, and environmental legislation affects nearly all aspects of our activities.  

Compliance with safety, health, and environmental legislation can require significant expenditures. 

Failure to comply with this legislation may result in the imposition of fines and penalties, the temporary 

or permanent suspension of operations, clean-up costs resulting from contaminated properties, 

damages, and the loss of important permits. 

Exposure to these liabilities arises from our existing and past activities. 

We could also be held liable for worker exposure to hazardous substances and for accidents causing 

injury or death. There can be no assurances that we will always be in compliance with all safety, health, 

and environmental regulations, or that steps to achieve compliance would not have a material adverse 

effect on our business. 
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Economic conditions 

General levels of economic activity and recessionary conditions may have an adverse impact on our 

business. Market events and conditions, including the disruptions in the international credit markets 

and other financial systems, the deterioration of global economic conditions due to the Covid-19 

pandemic have caused significant volatility to commodity prices. 

We are also exposed to liquidity and various counterparty risks, including, but not limited to: 

• financial institutions that hold our cash and cash equivalents 

• companies that owe us 

• our insurance providers 

• our lenders 

• our other banking counterparties 

• companies that have received deposits from us for the future delivery of equipment and/or other 

operational inputs. 

We are also exposed to liquidity risks in meeting our capital expenditure requirements in instances 

where cash positions are unable to be maintained or appropriate financing is unavailable. These factors 

may affect our ability to obtain loans and other credit facilities in the future and, if obtained, on terms 

favourable to us. 

Public health crises like the Covid-19 pandemic and other uninsurable risks 

Events in the financial markets have demonstrated that businesses and industries throughout the world 

are very tightly connected to each other. General global economic conditions seemingly unrelated to us 

or to the mining industry may affect our activities directly or indirectly.  

These include, without limitation: 

• interest rates 

• general levels of economic activity 

• fluctuations in the market prices of securities 

• participation by other investors in the financial markets 

• economic uncertainty 

• national and international political circumstances 

• natural disasters 

• other events outside our control.  

During the exploration, development, and production of mineral properties, certain risks, and in 

particular, unexpected or unusual geological operating conditions including rock bursts, cave-ins, fires, 

flooding, and earthquakes may occur. 

Our business, operations, and financial condition could also be materially adversely affected by the 

outbreak of epidemics, pandemics, or other health crises. Covid-19, which began in late December 2019, 

is one such example. 
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The risks of public health crises like the Covid-19 pandemic to our business include without limitation: 

• the ability to gain access to government officials 

• the ability to continue drilling 

• the ability to raise funds  

• employee health 

• workforce productivity 

• increased insurance premiums 

• limitations on travel  

• the availability of industry experts and personnel 

• disruption of our supply chains 

• other factors that will depend on future developments beyond our control. 

In particular, the continued global spread of Covid-19, prolonged restrictive measures put in place to 

contain an outbreak of Covid-19, or other adverse public health developments could materially and 

adversely impact our business. Exploration at our projects in Brazil could slow down, or we could be 

required to suspend its operations for an indeterminate period. 

There can be no assurance that we will not ultimately see our workforce productivity reduced or that we 

will not incur increased medical costs or insurance premiums because of these health risks. 

In addition, the Covid-19 pandemic or the fear of the pandemic could adversely affect global economies 

and financial markets resulting in volatility or an economic downturn that could have an adverse effect 

on the demand for gold and our prospects. 

Pandemics like Covid-19 could have a material adverse impact on capital markets and our ability to 

raise sufficient funds to finance the ongoing development of its material business. All these factors 

could have a material and adverse effect on our business, financial condition, and results of operations.  

How much Covid-19 affects Amarillo’s business, including our operations and the market for its 

securities, will depend on future developments, which are highly uncertain and cannot be predicted at 

this time. This includes the duration, severity, and scope of the outbreak, as well as actions taken to 

contain or treat the coronavirus outbreak.  

It is not always possible to fully insure against such risks, and we may decide not to insure such risks 

because of high premiums or other reasons. Should such liabilities arise, they could reduce or eliminate 

any future profitability and result in increasing costs and a decline in the value of the common shares of 

the Company. 

Even after the Covid-19 pandemic is over, we may continue to experience material adverse effects to our 

business, financial condition, and prospects because of the continued disruption in the global economy 

and any resulting recession. The effects of the Covid-19 may continue long after the pandemic, and may 

also heighten other risks and uncertainties disclosed and described in this MD&A.  

Gold price volatility 

The profitability of our operations may be significantly affected by changes in the market price of gold. 

The economics of developing gold are affected by many factors, including the cost of operations, 

variations in the grade of ore mined, and the price of gold. Depending on the price of gold, we may 

determine that it is impractical to commence or continue commercial production.  
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The price of gold fluctuates widely and is affected by numerous industry factors beyond our control, 

such as the demand for precious metals, forward selling by producers and central bank sales and 

purchases of gold. Gold price is also affected by macro-economic factors, such as expectations for 

inflation, interest rates, the world supply of mineral commodities, the stability of currency exchange 

rates, and global or regional political and economic situations. 

These external economic factors are in turn influenced by changes in international investment patterns, 

monetary systems, political systems, and developments. The price of gold has fluctuated widely in 

recent years, and future serious price declines could cause commercial production to be uneconomic.  

Any significant drop in the price of gold adversely impacts our valuation and ability to raise financing. 

Sustained low gold prices may:  

• cause the cessation or deferral of new mining projects 

• decrease the amount of capital available for exploration activities 

• reduce existing reserves by removing ore from reserves that cannot be economically mined at 

prevailing prices 

• cause the write-off of an asset whose value is impaired by the low price of gold. 

There can be no assurance that the price of gold will remain stable or stay at a level that will prove 

feasible to begin development of its properties or commence or continue commercial production. 

Currency fluctuations 

Currency fluctuations may affect costs at our operations. Gold is sold throughout the world based 

principally on the U.S. dollar, but our operating expenses are in Canadian dollars. 

Any appreciation of the Canadian dollars against the U.S dollar could negatively affect our profitability, 

cash flows, and financial position. 

Title matters 

The acquisition of title to mining claims and similar property interests is a detailed and time-consuming 

process. Title to and the area of mining claims and similar property interests may be disputed. We have 

investigated title to all of our material mineral properties and believes that all are in good standing; 

however, this should not be construed as a guarantee of title to those properties. 

Title to those properties may be affected by undisclosed and undetected defects. For example, certain 

properties may have been acquired in error from parties who did not possess transferable title, may be 

subject to prior unregistered agreements, or transfers and title may be affected by undetected defects. 

Dilution to common shares 

As of November 22, 2021, there were stock options outstanding to purchase 25,215,000 common shares 

in the capital of the Company. The common shares issuable under these options, if fully exercised, 

would constitute approximately 6% of the resulting share capital. 

Exercising these options and warrants and their subsequent resale in the public market could affect the 

prevailing share market price and our ability to raise equity capital in the future at a time and price that 

it deems appropriate.  

We may also enter into commitments in the future, which would require the issuance of additional 

common shares and we may grant additional share purchase warrants and stock options. 
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The issuance of additional common shares from time to time may lower the price of the common shares 

of Amarillo. In addition, the voting power of our existing shareholders could also be diluted. 

Share price fluctuations 

In recent years, the securities markets in Canada, the United States, and throughout the world have 

experienced a high level of price and volume volatility. The market prices of securities of many 

companies, including ours, have experienced wide fluctuations in price which have not necessarily been 

related to the operating performance, underlying asset values or prospects of such companies.  

Further, market prices for securities of mining companies historically have been volatile and future 

developments concerning the Company or our industry, including downward fluctuations in the price of 

gold, may have a significant impact on the market price of the common shares. There can be no 

assurance that continual fluctuations in the price of the common shares will not occur. 

Additional funding requirements 

We will require additional capital to continue to explore and develop its properties. In addition, a 

positive production decision on any of our development projects would require significant capital for 

project engineering and construction. 

Accordingly, the continuing development of our properties will depend on our ability to either generate 

sufficient funds internally or to obtain financing through the joint venturing of projects, debt financing, 

equity financing, or other means. 

We do not have unlimited financial resources and there is no assurance that sufficient additional 

funding or financing will be available to us on acceptable terms, or at all, for further exploration or 

development of its properties or projects, or to fulfill its obligations under any applicable agreements.  

Failure to obtain such additional funding or financing could result in the delay or indefinite 

postponement of the exploration and development of our properties, with the possible dilution or loss 

of such interests. 

Impairment of assets 

We capitalize certain expenditures relating to our mineral projects in accordance with IFRS. From time to 

time, we review the carrying amounts of mineral properties for impairment if events or changes in 

circumstances indicate that the carrying value may not be recoverable.  

If there are indicators of impairment, an exercise is undertaken to determine whether the carrying 

values are in excess of their recoverable amount. This review is undertaken on an asset-by-asset basis, 

except for assets that do not generate cash flows independent of other assets, and then the review is 

undertaken at the cash generating unit level. 

Events that could, in some circumstances, lead to an impairment include, but are not limited to, 

changes to gold price or cost assumptions, changes to Mineral Reserve or Mineral Resource grades, or 

our market capitalization being less than the carrying amounts of its mining properties and plant and 

equipment. 

The assessment requires the use of estimates and assumptions such as, but not limited to, long-term 

gold prices, foreign exchange rates, discount rates, future capital requirements, Mineral Reserve and 

Mineral Resource estimates, operating performance as well as the definition of cash generating units. 
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It is possible that the actual fair value could be significantly different from those assumptions, and 

changes in the assumptions will affect the recoverable amount. In the absence of any mitigating 

valuation factors, our failure to achieve its valuation assumptions or a decline in the fair value of its cash 

generating units or other assets may, over time, result in impairment charges. 

If we determine that an asset is impaired, we will charge against earnings any difference between the 

carrying amount of the assets and the estimated fair value less cost to sell those assets. Any such 

charges could have a material adverse effect on our results of operations. 

Reliance on management 

We rely on the experience and expertise of its executive officers. If any of these individuals should cease 

to be available to manage our affairs, our activities and operations could be adversely affected. 

Competition 

The mining industry is intensely competitive in all of its phases. We compete with many companies 

possessing greater financial resources and technical facilities in its search for, and the acquisition of, 

mineral properties as well as the recruitment and retention of qualified employees with technical skills 

and experience in the mining industry. 

There can be no assurance that we will be able to compete successfully with others in acquiring mineral 

properties, obtaining adequate financing, and continuing to attract and retain skilled and experienced 

employees. Existing or future competition in the mining industry could materially adversely affect our 

business and prospects for mineral exploration and success in the future. 

Skilled employees 

Many of the projects that we undertake rely on the availability of skilled labour and the capital outlays 

required to employ such labour. 

We employ full- and part-time employees, contractors, and consultants to assist in executing operations 

and providing technical guidance.  

In the event of a skilled labour shortage, our projects may not become operational due to increased 

capital outlays associated with labour. Further, a skilled labour shortage could result in operational 

issues such as production shortfalls and higher mining costs. 

Information systems 

Although we have not experienced any material losses to date relating to cyberattacks or other 

information security breaches, there can be no assurance that we will not incur these losses in the 

future. Our risk and exposure to these matters cannot be fully mitigated because of, among other things, 

the evolving nature of these threats. 

As a result, cyber security and the continued development and enhancement of controls, processes and 

practices designed to protect systems, computers, software, data and networks from attack, damage, or 

unauthorized access is a priority. As cyber threats continue to evolve, we may be required to spend 

additional resources to continue to modify or enhance protective measures or to investigate and 

remediate any security vulnerabilities. 
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Title to mineral claims 

Our properties may be subject to prior recorded and unrecorded agreements, transfers or claims, and 

title may be affected by, among other things, undetected defects. Title insurance is generally not 

available for mineral properties, and our ability to ensure that it has obtained a secure claim to 

individual mining properties or mining concessions may be severely constrained. 

Amarillo has not conducted surveys of all of the claims in which it holds direct or indirect interests. A 

successful challenge to the precise area and location of these claims could result in the Company being 

unable to operate on its properties as permitted or being unable to enforce its rights with respect to its 

properties. No assurance can be given that our rights will not be revoked or significantly altered to its 

detriment. There can also be no assurance that its rights will not be challenged or impugned by third 

parties. 

Political stability and government regulations in Brazil 

We hold mineral interests in Brazil that may be affected in varying degrees by political instability, 

government regulations relating to the mining industry and foreign investment in the mining sector, and 

the policies of other nations in respect of Brazil. Any changes in regulations or shifts in political 

conditions are beyond our control and may adversely affect our business. 

Amarillo’s operations may be affected in varying degrees by government regulations, including those 

with respect to restrictions on production, price controls, export controls, income taxes, expropriation 

of property, employment, land use, water use, environmental legislation, and mine safety. 

The regulatory environment is in a state of continuing change, and new laws, regulations, and 

requirements may be retroactive in their effect and implementation. Our operations may also be 

adversely affected in varying degrees by political and economic instability, economic or other sanctions 

imposed by other nations, terrorism, military repression, crime, extreme fluctuations in currency 

exchange rates, and high inflation. 

Additional business and financial risks inherent in doing business in Brazil 

Our principal operations and mineral properties are located in Brazil. There are additional business and 

financial risks inherent in doing business in Brazil as compared to the United States or Canada. Since 

1995, Transparency International has published the Corruption Perceptions Index (CPI), an annual 

ranking of countries by their perceived levels of corruption determined by expert assessments and 

opinion surveys. 

The CPI ranks countries on a scale from 100 (very clean) to 0 (highly corrupt). Anything below 50 

indicates governments are failing to tackle corruption and it represents a challenge in those countries 

requiring extra attention by those who conduct business there. 

The 2019 survey ranked 180 countries from around the world. Canada was ranked 12th with a CPI score 

of 77, and the United States was ranked 23rd with a CPI score of 69. The average score on the 2019 CPI 

was 43 out of 100. In 2019, Brazil was ranked 106th with a CPI score of 35, compared to 79th with a score 

of 40 in 2016. 

  



 

AMARILLO GOLD CORPORATION  MD&A for the nine months ended September 30, 2021 | 40 

Corruption does not only occur with the misuse of public, government or regulatory powers, it also can 

occur in business's supplies, inputs and procurement functions (such as illicit rebates, kickbacks, and 

dubious vendor relationships), as well as the inventory and product sales functions (such as inventory 

shrinkage or skimming). Employees as well as external parties (such as suppliers, distributors, and 

contractors) have opportunities to commit procurement fraud, theft, embezzlement, and other wrongs 

against us.  

While corruption, bribery, and fraud risks can never be fully eliminated, we review and implement 

controls to reduce the likelihood of these irregularities occurring. 

Company is subject to significant governmental regulation 

Our mining and exploration activities are subject to extensive local laws and regulations. Failure to 

comply with applicable laws, regulations, and permitting requirements may result in enforcement 

actions thereunder, including orders issued by regulatory or judicial authorities, which may require 

operations to cease or be curtailed, or corrective measures requiring capital expenditures, the 

installation of additional equipment, or remedial actions. 

Parties engaged in mining operations may be required to compensate those suffering loss or damage by 

reason of the mining activities and may have civil or criminal fines or penalties imposed for violations of 

applicable laws or regulations. 

Amendments to current laws, regulations, and permits governing operations and activities of mining 

companies, or more stringent implementation of such requirements, could have a material adverse 

impact on us and cause increases in capital expenditures or production costs or reductions in levels of 

production at producing properties or require abandonment or delays in development of new mining 

properties. 

Permitting 

Government approvals and permits are sometimes required in connection with our operations. 

Although we believe that we have all of the material approvals and permits to carry on our activities, 

from time to time we may require additional approvals or permits or may be required to renew existing 

approvals or permits.  

Obtaining or renewing approvals or permits can be a complex and time-consuming process. There can 

be no assurance that we will be able to obtain or renew the necessary approvals and permits on 

acceptable terms, in a timely manner, or at all. 

To the extent such approvals are required and not obtained, we may be delayed or prohibited from 

proceeding with planned exploration, development, or mining of mineral properties. Under current 

regulations, all exploration activities that we undertake through its subsidiaries must be carried out on 

valid exploration licences or prospecting permits issued by the ANM, a department of the Brazilian 

federal government. 

The ANM is responsible for the administration of all mining and exploration licences, and prospecting 

permits. According to local regulations, we must submit a final exploration report before the expiry date 

of any licence or permit, usually three years from the date of grant. However, Brazilian mining laws and 

regulations are currently undergoing a major restructuring, and draft legislation to this effect has been 

submitted to the federal legislature for review and approval. 
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If adopted, the effects of this restructuring will far-reaching, and affect how mining rights can be 

acquired and maintained in the country. Current proposals include an auction process for new licences, 

minimum expenditures designed to eliminate the warehousing of mining permits and licences, as well 

as new fee schedules. They also provide for landowner participation where applicable. 

It is our understanding, based on consultations with local counsel, that licences currently held in good 

standing will be grandfathered and not subject to certain requirements of the proposed new regime. 

Mining operations currently pay a 1.5% royalty fee to the Brazilian government (the CFEM) on the value 

of the ore produced. 

However, the new mining legislation that the Brazilian government is considering adopting includes 

increases to the CFEM royalties. Environmental permits are granted for one- to two-years and all local 

agencies have the right to monitor and evaluate compliance with the issued permits, even though such 

monitoring tends to be minimal in scope and nature. 

Any changes to the exploration activities that result in a greater environmental impact require approval. 

The work that we carry out on its exploration licences is largely restricted to drilling and ancillary 

activities associated with the drilling programs (i.e., low impact road construction, drilling stations). As 

such, the reclamation costs in respect of drilling activities are not material to us and are factored into 

the budget for exploration programs. 

Litigation 

As discussed in Concession fees payable and receivable from WPC starting on page 26, we reached a 

settlement Agreement with WPC to reimburse the Company for a portion of the payments made and all 

the payments to be made to the ANM after February 2020. 

Although it is expected that WPC will honour the terms of the settlement Agreement, there is a risk that 

WPC may have a significant change in its financial circumstances and become unable to reimburse 

Amarillo for amounts paid and to be paid to the ANM. If this happens, we have recourse against WPC, 

but there is no assurance that this would result in funds sufficient to compensate for amounts paid 

and/or to be paid to the ANM. 

NON-IFRS FINANCIAL MEASURES 

We have included certain non-IFRS financial measures in this MD&A: total cash cost, total cash cost per 

ounce, AISC, and AISC per ounce. These measures are not recognized under IFRS and do not have a 

standardized meaning prescribed by IFRS. As a result, these measures may not be comparable to similar 

measures reported by other companies.  

Each of these measures are intended to provide additional information and should not be considered in 

isolation or as a substitute for measures reported in accordance with IFRS. 

Non-IFRS financial measures used in this MD&A and common to the gold mining industry are defined 

below. 

Total cash cost and total cash cost per ounce 

Total cash cost reflects the cost of production. The total cash cost includes costs related to mining, 

processing and water treatment, general and administration for the mine, off-site, refining, 

transportation, and royalties. Total cash cost per ounce is calculated as total cash cost divided by 

payable gold ounces. 
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AISC and AISC per ounce 

AISC reflects all the expenditures that are required to produce an ounce of gold from operations. AISC 

includes total cash cost, sustaining capital, and closure cost. AISC per ounce is calculated as AISC 

divided by payable gold ounces. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 

This MD&A contains certain forward-looking statements and information relating to Amarillo that are 

based on our beliefs as well as assumptions made by the information currently available to us.  

Words like anticipate, believe, estimate, expect, and similar expressions are used in this document in 

relation to: 

• Amarillo 

• Amarillo’s management 

• regulatory compliance 

• the sufficiency of working capital 

• the estimated cost and availability of funding for the continued exploration and development of the 

company 

• future events. 

These are forward-looking statements, and are subject to certain risks, uncertainties, and assumptions. 

This MD&A attempts to identify the important risk factors starting on page 31, but readers are cautioned 

that many factors could cause the actual results, performance, and achievements of Amarillo to be 

materially different from any future results, performance, or achievements that may be expressly 

implied by such forward looking statements. 


