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Downside
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25.00
37%

Current
Price

41.03

Price
Target

55.00
36%

Upside
Scenario

76.00
87%

*Implied Total Returns

Key Statistics
Shares O/S (MM): 275.3
Dividend: 0.75
NAVPS: 27.57
ROE: 12.0%
Float (MM): 274.5
Debt to Cap: NA

Market Cap (MM): 11,296
Yield: 1.8%
P/NAVPS: 1.49x
Avg. Daily Volume: 1,832,160

RBC Estimates
FY Dec 2019A 2020E 2021E 2022E
EPS, Adj Basic 2.76 3.33 3.15 2.83
Prev. 3.26 2.87
CFPS, Adj Basic 4.49 4.66 5.30 4.49
Prev. 4.67 5.24 4.50
FCFPS 1.92 2.48 2.73 2.51
Prev. 2.49 3.05 2.53
Production 974.6 1,349.6 1,325.7 1,382.3
Prev. 1,353.2 1,377.8
P/AEPS 14.9x 12.3x 13.0x 14.5x
P/ACFPS 9.1x 8.8x 7.7x 9.1x
P/FCF 21.4x 16.5x 15.0x 16.3x

EPS, Adj Basic Q1 Q2 Q3 Q4
2019 0.53A 0.50A 0.84A 0.88A
2020 0.70A 0.79A 0.91A 0.94E
2021 0.74E 0.77E 0.86E 0.78E
Prev. 0.89E 0.83E 0.79E 0.75E
CFPS, Adj Basic
2019 0.87A 0.88A 1.33A 1.41A
2020 0.98A 0.79A 1.46A 1.43E
2021 1.22E 1.29E 1.45E 1.34E
Prev. 1.38E 1.33E 1.28E 1.25E
RBC estimates pro forma DGC acquisition as of 1Q20
All values in USD unless otherwise noted.

December 14, 2020

Kirkland Lake Gold Ltd
Guidance update; The new elephant in the room
Our view: KL reported updated 3Y guidance, reflecting a disappointing
2021/22 outlook vs. prior targets, but an improving profile at Detour Lake
by 2025 from the evaluation of a significantly larger open pit. We view KL's
long-term prospects constructively, while noting short-term operating and
guidance execution is a key deliverable. PT to $55 (from $64).

Key points:
Updated 3-year guidance below prior indications, underscored by
negative changes to Fosterville outlook. KL's 3-year guidance outlines
stable output in 2021/22 (1.3-1.4moz / 1.30-1.45moz) and growth in
2023 (+8% to 1.41-1.55moz). Key guidance changes reflect a material
downgrade to KL's prior flagship Fosterville mine in 2021/22 by ~190koz,
partially offset by better-than-expected Detour Lake output (no prior
guidance issued). KL has outlined Fosterville changes reflect a lengthening
of high-grade processing, in our view partially driven by a lack of
exploration success having materialized in 2019/20 and a prior material
negative reconciliation to reserves in 1Q20 absent an adjustment to
the mine plan. KL is seeking to maintain Fosterville production at this
325-400koz run rate longer-term, although similar to KL's historical
extrapolation of high output of ~600koz, we view this new target output
level remaining contingent upon high-grade exploration success. Our
forecasts continue to incorporate Fosterville output <200koz by 2025.

Current share price supported by financials, potential upside to be
realized by meaningful Detour Lake upside and operating execution.
RBCe updated forecasts incorporate slightly negative revisions (-1% to NAV
and an average -3% to ’21-23e FCF), while KL remains well-positioned
financially (~$1b in net cash projected by year-end), and we forecast
to generate competitive FCF of $620m in 2021 (equiv to 6.2% FCF/EV
vs. peers at 6.0%). Our forecasts outline long-term grade headwinds at
Fosterville over time and a decline in mine output to <200koz (-400koz
vs. current), although this could be fully offset by outlined upside at
Detour Lake to >800koz by 2025 (+225koz vs. current) and Macassa
upside to >400koz by 2023 (+200koz vs. current). Our forecasts exclude
this Detour Lake upside, where an updated mine plan is scheduled to
be issued in 2022. Prior to this long-term upside, we view execution
as a key deliverable for KL, including the resolution of Macassa’s 3Q
operating challenges and shaft project advancement, and the ramp-up
and optimization of the Detour Lake mine. We note KL guided to weaker
1H21 results, in particular in 1Q, which could represent a short-term
overhang.

Disseminated: Dec 14, 2020 05:30ET; Produced: Dec 13, 2020 23:10ET Priced as of prior trading day's market close, EST (unless otherwise noted).
For Required Non-U.S. Analyst and Conflicts Disclosures, see page 11.



Target/Upside/Downside Scenarios

Exhibit 1: Kirkland Lake Gold Ltd.
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Price target/base case
Our price target of US$55.00 is based on 1.8x our NAV
5% at a long-term gold price of US$1,500/oz and 21x our
2020–21 SFCF estimate. These multiples are in line with the
senior group average, supported by the company's attractive
geopolitical risk profile, high margins, and production growth,
but greater concentration risk and operating uncertainties.
Our Outperform rating is supported by KL’s implied return to
our price target relative to its peers, while accounting for its
company-specific risks.

Upside scenario
Our upside value of US$76 is based on higher long-term
gold prices of US$2,000/oz, while maintaining our existing
operating, financial, and target multiple assumptions.

Downside scenario
Our downside target of US$25 is based on lower long-term
gold prices of US$1,300/oz, while maintaining our existing
operating, financial, and target multiple assumptions.

Investment summary
Kirkland Lake Gold is a large cap gold producer with operating
mines in Australia and Canada (Ontario). In January 2020,
the company completed the acquisition of Detour Gold
Corp. and its flagship Detour Lake mine in Ontario. 2021
company guidance outlines production of 1.3-1.4moz at AISC
of $790-810/oz, with production guided relatively flat through
2022 and increasing to 1.4-1.5moz in 2023. Kirkland has
outlined a strategy of delivering production growth from low-
risk mining jurisdictions, with an ongoing focus on organic
reserve growth through exploration.

Investment outlook
• We estimate that pro-forma KL-DGC maintains first-quartile

operating costs, higher production growth, comparable
asset duration, and no financial leverage while generating
superior FCF relative to peers.

• Exploration is a key value driver for KL. Historically,
Fosterville and Maccassa have generated meaningful
upside, although forecast grade declines at Fosterville
after 2023 represent an interim challenge and risk for KL.
At Detour Lake, higher throughput/resources are under
evaluation, while a larger expansion has been discussed.

• Our Outperform rating for KL is predicated upon KL-DGC’s
favourable combination of growth, margins, and exploration
expected at a competitive relative valuation to the peer
senior producer group average.

Upcoming potential catalysts and milestones
• Detour Lake permitting for expanded throughput rates to

90ktpd, absent capital (2Q21)
• Detour Lake West Detour permitting and development

evaluation alongside the Saddle Zone (year-end 2021)
• Detour Lake revised LOM plan, including exploration and

block model update, optimization, and sequencing (2022)
• Macassa production growth following completion of Phase

1 of #4 shaft (2022), and full completion (late-2022)
• Northern Territories and Holt operations strategic outlook

update (2020+)

Key risks
In addition to general operating and financial risks for KL
related to commodities (gold) and FX (CAD and AUD), we
highlight:

• Capital allocation uncertainties, including potential for
elevated investment at Detour Lake

• M&A integration risk at Detour Lake
• Continued exploration success required to extend KL’s

existing mine reserves
• Achievement of ramp-up and production targets at Detour

Lake

Kirkland Lake Gold Ltd.
Precious Metals – Senior Gold Producer
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Exhibit 2: KL guidance comparison versus RBCe 

 

Source Visible Alpha, Company reports, RBC Capital Markets estimates 

 
Exhibit 3: KL consensus 3-year production expectations over time 

 

 

 

Source Visible Alpha, Company reports, RBC Capital Markets estimates 

 

Guidance Prior RBCe Var % Var

Macassa (koz)

2021 220 - 255 240 - 250 230 8 3%

2022 295 - 325 320 - 340 306 4 1%

2023 400 - 425 - 416 -3 -1%

Fosterville (koz)

2021 400 - 425 550 - 600 410 2 1%

2022 325 - 400 550 - 600 375 -13 -3%

2023 325 - 400 - 346 17 5%

Detour Lake (koz)

2021 680 - 720 - 686 14 2%

2022 680 - 720 - 701 -1 0%

2023 680 - 720 - 701 -1 0%

Total (koz)

2021 1300 - 1400 - 1,326 24 2%

2022 1300 - 1445 - 1,382 -10 -1%

2023 1405 - 1545 - 1,463 12 1%
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2023 consensus 2023 guidance

Since KL’s acquisition of 

Detour, forward-looking 

consensus production 

expectations for KL have 

declined sharply 

 

 

 

Compared to historical 

expectations, KL’s 3-year 

production guidance is 

disappointing 

 

Updated 3-year 

guidance for KL outlines 

substantially lower 

output at Fosterville 

This is partially offset 

by growth at Detour 

Lake 

Kirkland Lake Gold Ltd.
Precious Metals – Senior Gold Producer
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Exhibit 4: KL change in asset composition comparison (today vs. pre-Detour acquisition, RBCe) 

KL NAV by asset

 

KL EBITDA by asset (2021-23)

 

Source Visible Alpha, Company reports, RBC Capital Markets estimates 

 

Exhibit 5: KL EBITDA contribution by asset over time (RBCe) 

 

Source Visible Alpha, Company reports, RBC Capital Markets estimates 
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Following KL’s 

acquisition of Detour in 

January 2020, the 

importance of the 

Detour Lake has 

materially surpassed 

that of Fosterville 

After 2020, Fosterville’s 

materiality to KL should 

decline due to both 

lower grades at the 

asset, and material 

growth forecast at the 

Detour Lake and 

Macassa mines 

Kirkland Lake Gold Ltd.
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Exhibit 6: KL changes to forecasts—at RBC price deck 

 

Source Visible Alpha, Company reports, RBC Capital Markets estimates 

New Old Change Change (%)

NAV

Target NAV (US$/sh) 27.57 27.98 -0.41 -1%

2021 Estimates New Old Change Change (%)

Per share items

EPS adjusted (US$/sh) 3.15 3.26 -0.10 -3%

CFPS adjusted (US$/sh) 5.30 5.24 0.07 1%

Production and cost items

Equity gold production (koz) 1,326 1,353 -28 -2%

Cash operating costs (US$/oz) 460 455 5 1%

AISC reported (by-product) (US$/oz) 806 849 -43 -5%

Fully loaded costs (co-product) (US$/oz) 1,262 1,196 66 6%

Realized price (US$/oz) 1,887 1,892 -5 0%

Cash flow statement items

Operating cash flow (after w/c) (US$m) 1,452 1,434 18 1%

Capital expenditure (US$m) 706 600 106 18%

Free cash flow (US$m) 746 834 -88 -11%

2022 Estimates New Old Change Change (%)

Per share items

EPS adjusted (US$/sh) 2.83 2.87 -0.04 -1%

CFPS adjusted (US$/sh) 4.49 4.50 0.00 0%

Production and cost items

Equity gold production (koz) 1,382 1,378 4 0%

Cash operating costs (US$/oz) 501 490 11 2%

AISC reported (by-product) (US$/oz) 775 822 -47 -6%

Fully loaded costs (co-product) (US$/oz) 1,268 1,259 9 1%

Realized price (US$/oz) 1,800 1,800 0 0%

Cash flow statement items

Operating cash flow (after w/c) (US$m) 1,230 1,231 -1 0%

Capital expenditure (US$m) 544 539 5 1%

Free cash flow (US$m) 687 692 -6 -1%

2023 Estimates New Old Change Change (%)

Per share items

EPS adjusted (US$/sh) 2.98 2.92 0.07 2%

CFPS adjusted (US$/sh) 4.90 4.76 0.13 3%

Production and cost items

Equity gold production (koz) 1,463 1,429 35 2%

Cash operating costs (US$/oz) 508 508 0 0%

AISC reported (by-product) (US$/oz) 761 840 -80 -9%

Fully loaded costs (co-product) (US$/oz) 1,215 1,223 -9 -1%

Realized price (US$/oz) 1,800 1,800 0 0%

Cash flow statement items

Operating cash flow (after w/c) (US$m) 1,341 1,305 36 3%

Capital expenditure (US$m) 518 514 4 1%

Free cash flow (US$m) 823 791 32 4%

The net impact of KL’s 

guidance update has: 

 Reduced our 

target NAV by 

1%  

Changed FCF by: 

 2021: -11% 

 2022: -1% 

 2023: +4% 

Kirkland Lake Gold Ltd.
Precious Metals – Senior Gold Producer
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Exhibit 7: Comparable table summary at spot gold and silver prices 

 

JW – Josh Wolfson, MM – Mark Mihaljevic, WL – Wayne Lam. (2) O – Outperform, SP – Sector Perform, U – Underperform, R – Restricted, Sp – Speculative Risk. Refer to disclosures for more information. (3) RBC price deck for gold 2020/2021/2022: 1,786/1,893/1,800, long-term=1,500. 
(4) Discount rate applied on a risk-weighted basis, generally higher for base metal assets or high technical/political risk. (5) NAVPS at spot calculated at spot gold/silver prices, spot or forward curve base metals, and spot FX rates. (6) Average weighted according to market capitalization. 
(7) Percentage of NAV attributed to mining assets/investments not currently in production. (8) Average weighted according to enterprise value. (9) Free cash flow = operating cash flow after working capital changes, less capital spend. 
Source: Bloomberg, Company reports, RBC Capital Markets estimates 

Spot gold priced at US$1,840/oz and spot silver at US$23.95/oz, as of December 11, 2020.

Company Ticker Analyst

(1)

Price

 11-Dec-20

Rating

(2)

Basic Mkt

Cap

(US$m)

P/NAV

at Spot

(4) (5) (6)

% NAV in 

Develop. 

(7)

 P/CF 

at Spot (CY)

(6)

FCF/EV Yield 

at Spot (CY) 

(8) (9)

EV/EBITDA 

at Spot (CY) 

(8)

2020E 2021E 2022E 2020E 2021E 2022E 2020E 2021E 2022E

Royalty Companies

Franco-Nevada Corporation FNV US JW US$131.21 SP $145.00 $25,035 $24,568 2.54x 11% 31.9x 26.5x 26.2x 2.4% 3.7% 3.8% 30.2x 23.9x 23.6x 0.8%

Osisko Gold Royalties Ltd OR US JW US$11.26 O $14.00 $1,884 $2,113 0.97x 59% 21.7x 14.8x 13.5x -1.6% 5.5% 5.3% 23.3x 15.9x 14.6x 1.4%

Royal Gold, Inc. RGLD US JW US$109.26 SP $155.00 $7,160 $7,022 1.63x 7% 17.6x 15.5x 15.2x 3.8% 6.2% 6.7% 16.4x 13.6x 13.6x 1.1%

Sandstorm Gold Royalties SAND US JW US$7.18 SP $8.00 $1,401 $1,310 1.31x 57% 20.6x 17.4x 17.2x 4.7% 5.9% 2.5% 20.7x 16.5x 15.8x -

Wheaton Precious Metals Corp. WPM US JW US$41.03 SP $50.00 $18,434 $18,715 1.89x 11% 23.2x 20.3x 19.4x 4.0% 4.5% 5.0% 23.7x 20.5x 19.7x 1.4%

Average 2.00x 25.3x 21.3x 20.7x 3.0% 4.4% 4.6% 24.6x 20.1x 19.6x

Large Producers

Agnico Eagle Mines Limited AEM US JW US$70.16 SP $88.00 $17,048 $18,307 1.55x 18% 14.0x 10.0x 9.6x 2.6% 5.2% 5.5% 12.4x 8.5x 8.0x 2.0%

Barrick Gold Corporation GOLD US JW US$22.90 O $31.00 $40,719 $41,157 1.15x 14% 9.1x 8.2x 8.7x 5.2% 4.8% 5.4% 7.0x 7.1x 6.9x 1.6%

Kinross Gold Corporation KGC US JW US$7.20 O $12.00 $9,060 $10,076 0.76x 13% 4.9x 4.8x 4.2x 8.3% 8.9% 12.7% 4.8x 4.4x 3.7x 1.7%

Kirkland Lake Gold Ltd KL US JW US$41.03 O $55.00 $11,295 $10,472 1.15x 4% 9.1x 8.2x 8.7x 6.1% 6.2% 7.1% 6.5x 6.6x 6.5x 1.8%

Newmont Corporation NEM US JW US$58.87 SP $76.00 $47,567 $50,142 1.20x 9% 10.4x 8.8x 8.6x 6.6% 6.5% 5.8% 8.8x 7.0x 7.4x 2.7%

Average 1.16x 9.4x 8.2x 8.1x 5.7% 6.0% 6.3% 7.7x 6.8x 6.7x

Intermediate Producers

Alamos Gold Inc. AGI US JW US$8.95 SP $10.00 $3,504 $3,330 0.85x 22% 9.1x 7.3x 8.0x 3.9% 3.2% 2.1% 8.8x 6.7x 6.4x 0.9%

B2Gold Corp. BTG US JW US$5.52 SP $8.25 $5,796 $5,479 1.23x 16% 6.7x 6.8x 6.5x 10.9% 9.1% 7.3% 5.0x 5.4x 5.4x 2.9%

Centerra Gold Inc. CG CN MM C$13.32 SP $20.00 $3,084 $2,517 0.73x 15% 3.6x 3.4x 2.9x 25.0% 22.5% 28.7% 3.1x 2.8x 2.5x 1.4%

Endeavour Mining EDV CN WL C$29.51 O $51.00 $5,907 $5,918 0.77x 9% 4.5x 3.7x 4.0x 7.0% 19.9% 18.1% 7.2x 3.2x 3.4x 1.6%

IAMGOLD Corporation IAG US JW US$3.54 SP $5.25 $1,677 $1,484 0.40x 42% 4.9x 3.5x 6.7x -0.2% -20.3% -14.0% 4.3x 2.8x 2.9x -

SSR Mining Inc. SSRM US MM US$18.60 O $28.00 $4,080 $3,663 0.75x 7% 9.7x 5.5x 5.6x 4.1% 12.9% 14.3% 7.8x 4.2x 4.2x 1.1%

Yamana Gold Inc. AUY US JW US$5.47 SP $7.00 $5,285 $5,958 1.05x 21% 7.7x 6.1x 6.3x 6.2% 9.0% 6.7% 7.1x 5.6x 5.6x 1.9%

Average 0.83x 7.1x 4.9x 5.2x 8.1% 10.8% 10.5% 6.0x 4.2x 4.2x

Growth Producers

Dundee Precious Metals Inc. DPM CN MM C$8.27 O $12.00 $1,174 $1,034 0.71x 9% 4.5x 3.7x 4.2x 19.7% 26.4% 23.1% 3.2x 3.0x 3.4x 1.2%

Eldorado Gold Corporation EGO US JW US$12.86 SP $12.00 $2,248 $2,340 0.51x 48% 5.4x 6.8x 6.9x 9.4% 2.3% -7.6% 4.4x 4.9x 4.7x -

New Gold Inc. NGD US JW US$2.15 U $1.50 $1,454 $1,738 0.93x 8% 7.4x 3.9x 3.0x -2.4% 6.3% 11.0% 6.2x 4.1x 3.2x -

Premier Gold Mines PG CN MM C$2.53 O $3.50 $641 $627 0.74x 60% - 23.7x 11.6x -7.4% -2.8% 6.1% 34.3x 13.5x 9.4x -

Pretium Resources PVG CN MM C$14.33 SP-Sp $17.00 $2,103 $2,214 0.94x 0% 6.9x 6.2x 6.1x 10.8% 13.7% 14.3% 7.3x 6.5x 6.3x -

Roxgold Inc ROXG CN WL C$1.58 SP-Sp $2.00 $462 $437 0.58x 49% 6.3x 4.6x 2.8x 1.2% -6.5% 24.0% 4.4x 3.6x 2.3x -

Teranga Gold Corp. TGZ CN WL C$13.76 O $20.00 $1,806 $2,091 0.67x 10% 6.1x 3.7x 4.0x 7.7% 15.3% 11.6% 5.9x 3.4x 3.5x -

Torex Gold TXG CN MM C$19.64 O-Sp $34.00 $1,315 $1,190 0.66x 50% 4.5x 3.5x 3.3x 11.6% 13.1% 17.8% 3.0x 2.4x 2.3x -

Average 0.67x 6.0x 4.6x 4.2x 7.3% 9.9% 10.6% 4.9x 4.0x 3.7x

Total average 1.18x 10.2x 8.4x 8.3x 5.4% 6.4% 6.6% 8.6x 7.2x 7.0x

2021E 

Dividend 

Yield  

(CY)

Enterprise

Value

(US$m)

Target Price 

at RBC Deck 

(3)
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Kirkland Lake Gold Ltd

Net asset valuation at spot gold (US$)

Shares (FD, FF, ITM) (m) 275.566

Market capitalization (US$m) 11,249

Target-setting NAV NAV at various discount rates

Discount

rate ($m) (/sh) ($) ($m) (/sh) ($) ($m) (/sh) ($) ($m) (/sh) ($)

Gold assets

Macassa (100.0%), Canada (ON) 5% 2,192 7.96 2,192 7.96 1,972 7.16 1,695 6.15

Fosterville (100.0%), Australia (Victoria) 5% 1,508 5.47 1,508 5.47 1,391 5.05 1,248 4.53

Detour Lake (100.0%), Canada (ON) 5% 5,930 21.52 5,930 21.52 4,958 17.99 3,907 14.18

Lower Detour (100.0%), Canada (ON) 5% 164 0.59 164 0.59 133 0.48 98 0.36

Holt Complex (100.0%), Canada (ON) 5% 220 0.80 220 0.80 175 0.64 125 0.45

Northern Territory (100.0%), Australia (NT) 5% 50 0.18 50 0.18 50 0.18 50 0.18

Gold exploration properties 1 0.00 1 0.00 1 0.00 1 0.00

Gold hedge book 0 0.00 0 0.00 0 0.00 0 0.00

Total gold assets 10,064 36.52 10,064 36.52 8,680 31.50 7,122 25.85

Other assets

Other exploration 0 0.00 0 0.00 0 0.00 0 0.00

Investments 63 0.23 63 0.23 63 0.23 63 0.23

Total other assets 63 0.23 63 0.23 63 0.23 63 0.23

Balance sheet and expenses

Basic working capital 563 2.04 563 2.04 563 2.04 563 2.04

Value of ITM instruments 4 0.01 4 0.01 4 0.01 4 0.01

Estimated working capital additions 0 0.00 0 0.00 0 0.00 0 0.00

Long-term debt -16 -0.06 -16 -0.06 -16 -0.06 -16 -0.06

Estimated debt additions 0 0.00 0 0.00 0 0.00 0 0.00

General & administrative expense 5% -569 -2.07 -569 -2.07 -484 -1.76 -388 -1.41

Exploration expense 5% -104 -0.38 -104 -0.38 -99 -0.36 -92 -0.34

Interest tax shield 5% 5 0.02 5 0.02 5 0.02 5 0.02

Reclamation & closure liability -197 -0.71 -197 -0.71 -197 -0.71 -197 -0.71

Net financial assets -315 -1.14 -315 -1.14 -225 -0.82 -123 -0.44

Net asset value (US$) 9,813 35.61 9,813 35.61 8,519 30.91 7,063 25.63

Share price (US$) 40.82 40.82 40.82 40.82

NAV multiple (P/NAV) (x) 1.15 1.15 1.32 1.59

Input assumptions 2020E 2021E 2022E Long term

Gold price (US$/oz) 1,760 1,837 1,837 1,837

Silver price (US$/oz) 20.39 24.00 24.00 24.00

Copper price (US$/oz) 2.88 3.57 3.53 3.49

Source: RBC Capital Markets, company reports

5% 7% 10%
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Kirkland Lake Gold Ltd: Forecasts at spot gold
Rating at RBC price deck Outperform Basic shares (m) 275.3 RBC Capital Markets
Risk at RBC price deck NA Diluted shares (ITM/FD) (m) 275.6/275.6 Josh Wolfson, CFA
Target at RBC price deck US$55.00 Basic mkt cap (US$m) 11,237 (416) 842-9893
Share price US$40.82 Enterprise value (US$m) 10,415 josh.wolfson@rbccm.com

All US$m unless noted Year Ended December 31 All US$m unless noted Year Ended December 31

Operating Statistics 2019 2020E 2021E 2022E 2023E Input Prices 2019 2020E 2021E 2022E 2023E
Equity gold production (koz) 975 1,350 1,326 1,382 1,463 Key commodities

Macassa 241 176 230 306 416 Gold (US$/oz) 1,392 1,760 1,837 1,837 1,837
Fosterville 619 622 410 375 346 Oil (US$/bbl) 57 38 44 49 50
Detour Lake 0 522 686 701 701 Key currencies
Holt Complex 114 29 0 0 0 US$/C$ 0.75 0.75 0.78 0.78 0.78
Northern Territory 0 0 0 0 0 US$/A$ 0.70 0.70 0.70 0.70 0.70

Total cash costs (co-product) (US$/oz) 322 470 543 579 579
Macassa 459 650 543 515 489 Valuation 2019 2020E 2021E 2022E 2023E
Fosterville 148 228 360 375 382 P/E (x) 14.8 12.7 14.1 14.2 13.4
Detour Lake 733 662 652 717 729 P/CF (x) 9.1 9.0 8.2 8.7 8.2
Holt Complex 978 1,096 0 0 0 EV/EBITDA (x) 10.6 6.5 6.6 6.5 6.1
Northern Territory 0 0 0 0 0 FCF/EV yield* 3.9% 6.1% 6.2% 7.1% 8.0%

Total cash costs (co-product) (US$/oz) 322 470 543 579 579
AISC - Reported (by-product) (US$/oz) 564 812 837 802 781 Income Statement 2019 2020E 2021E 2022E 2023E
Fully loaded costs (co-product) (US$/oz) 1,015 1,177 1,286 1,268 1,242 Total revenue 1,380 2,410 2,435 2,539 2,687

% gold 100% 100% 100% 100% 100%
Gold Reserves and Resources 2015 2016 2017 2018 2019 % silver 0% 0% 0% 0% 0%
Proven and probable % copper 0% 0% 0% 0% 0%
Tonnes (m) 5.3 11.9 13.0 11.3 491.9 % other 0% 0% 0% 0% 0%
Grade (g/t) 10.8 9.0 11.1 15.8 1.30 Operating costs 317 675 721 802 848
Oz (m) 1.8 3.4 4.6 5.8 20.5 G&A 47 71 68 72 72
Assumed reserve additions (moz) 3.5 Exploration 33 16 30 36 36
LOM production (moz) 22.6 Depreciation 169 361 406 443 498
Measured, indicated & inferred (excl) Other 1 39 40 30 30
Oz (m) 3.2 12.3 10.6 12.3 16.9 Adjusted EBITDA 981 1,610 1,576 1,598 1,701
Reserve and resource statistics Adjusted EBIT 812 1,249 1,170 1,156 1,203
Reserves/sh (x1,000) 6.6 16.8 22.0 27.4 97.7 Net interest expense -5 4 2 0 -15
Reserves & resources/sh (x1,000) 18.3 77.3 72.2 86.2 178.2 Unusual/other items -9 -122 -37 -8 31
Current per-ounce statistics EBT 798 1,131 1,134 1,147 1,218
Adjusted EV/LOM production (US$/oz) 714 EV/resource (US$/oz) 279 Taxes 238 361 363 367 384
Total acquisition cost (US$/oz) 1,397 EV/reserve (US$/oz) 509 Minority interest 0 0 0 0 0

Other 0 0 0 0 0
Net Asset Value NAV ($m) /sh ($) % NAV %Reserve %EBITDA† Net income (reported) 560 770 771 780 834
Macassa (100.0%), Canada (ON) 2,192 7.96 22% 12% 24% Net income (adjusted) 580 874 794 786 834
Fosterville (100.0%), Australia (Victoria) 1,508 5.47 15% 11% 31% EPS (reported) ($/sh) 2.67 2.85 2.82 2.85 3.05
Detour Lake (100.0%), Canada (ON) 5,930 21.52 59% 72% 45% EPS (adjusted) ($/sh) 2.76 3.22 2.90 2.87 3.05
Holt Complex (100.0%), Canada (ON) 220 0.80 2% 4% 0% Average shares (m) 210 271 274 274 274
Northern Territory (100.0%), Australia (NT) 50 0.18 0% 1% 0%
Investments 63 0.23 1% 0% 0% Cash Flow Statement 2019 2020E 2021E 2022E 2023E
Other 164 0.60 2% 0% 0% Net income (reported) 560 770 771 780 834
Total mining and investment assets 10,128 36.75 100% 100% 100% Depreciation 169 361 406 443 498
Balance sheet items and expenditures -315 -1.14 Other 215 96 187 60 25
Total 9,813 35.61 Operating cash flow 944 1,226 1,364 1,283 1,358
P/NAV at spot gold (x) 1.15 Operating cash flow ($/sh) 4.49 4.53 4.98 4.69 4.96

Working capital changes -25 20 0 0 0
NAV By Geography EBITDA

1
 by Geography Cash from operations 918 1,247 1,364 1,283 1,358

Capital expenditure -516 -612 -716 -547 -521
Net investments 49 421 0 0 0
Investing cash flow -467 -191 -716 -547 -521
Common share dividends 29 133 205 205 205
Debt additions 0 0 0 0 0
Debt repayments -15 -14 -10 -14 0
Equity financing -43 -484 0 0 0
Other net financing -27 -264 -205 -205 -205
Financing cash flow -84 -761 -215 -219 -205
Foreign exchange 8 -1 0 0 0
Change in cash 375 294 433 517 631
Free cash flow 388 621 638 723 837
Free cash flow* ($/sh) 1.85 2.29 2.33 2.64 3.06

Gold Production and Cost Profile Balance Sheet 2019 2020E 2021E 2022E 2023E
Assets
Cash 707 1,009 1,441 1,958 2,590
Short-term investments 0 0 0 0 0
Other current assets 87 202 202 202 202
Current assets 795 1,210 1,643 2,160 2,792
Non-current assets 1,763 5,830 6,140 6,244 6,267
Total assets 2,558 7,040 7,783 8,404 9,059
Liabilities
Short-term debt 10 10 14 0 0
Current liabilities 417 488 492 478 478
Long-term debt 5 14 0 0 0
Other non-current liabilities 319 1,429 1,607 1,659 1,675
Total liabilities 741 1,931 2,099 2,137 2,153
Total shareholder equity 1,817 5,109 5,684 6,268 6,906
Net debt -692 -985 -1,427 -1,958 -2,590
Net debt / EBITDA (x) -0.7 -0.6 -0.9 -1.2 -1.5
ROE (Net income/Equity) 36.4% 22.2% 14.3% 13.1% 12.7%
ROA (Net income/Total assets) 26.2% 16.0% 10.4% 9.6% 9.6%
ROIC (NOPAT/Assets + Net debt) 55.3% 33.8% 19.2% 18.4% 19.0%
CROIC (FCF/Equity + Total debt)* 25.8% 18.2% 12.0% 12.3% 12.7%

* FCF = operating cash flow - capex; † 2021-2023 average EBITDA
Source: RBC Capital Markets estimates, company reports, Bloomberg
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Priced as of market close December 11, 2020 

 

Kirkland Lake Gold Ltd: Forecasts at RBC price deck
Rating at RBC price deck Outperform Basic shares (m) 275.3 RBC Capital Markets
Risk at RBC price deck NA Diluted shares (ITM/FD) (m) 275.6/275.6 Josh Wolfson, CFA
Target at RBC price deck US$55.00 Basic mkt cap (US$m) 11,237 (416) 842-9893
Share price US$40.82 Enterprise value (US$m) 10,415 josh.wolfson@rbccm.com

All US$m unless noted Year Ended December 31 All US$m unless noted Year Ended December 31

Operating Statistics 2019 2020E 2021E 2022E 2023E Input Prices 2019 2020E 2021E 2022E 2023E
Equity gold production (koz) 975 1,350 1,326 1,382 1,463 Key commodities

Macassa 241 176 230 306 416 Gold (US$/oz) 1,392 1,786 1,893 1,800 1,800
Fosterville 619 622 410 375 346 Oil (US$/bbl) 57 38 44 49 50
Detour Lake 0 522 686 701 701 Key currencies
Holt Complex 114 29 0 0 0 US$/C$ 0.75 0.74 0.73 0.74 0.76
Northern Territory 0 0 0 0 0 US$/A$ 0.70 0.70 0.70 0.70 0.70

Total cash costs (co-product) (US$/oz) 322 464 516 554 560
Macassa 459 640 512 491 473 Valuation 2019 2020E 2021E 2022E 2023E
Fosterville 148 225 339 349 359 P/E (x) 14.8 12.3 12.9 14.4 13.7
Detour Lake 733 653 623 690 710 P/CF (x) 9.1 8.7 7.7 9.1 8.3
Holt Complex 978 1,096 0 0 0 EV/EBITDA (x) 10.6 6.3 6.2 6.6 6.2
Northern Territory 0 0 0 0 0 FCF/EV yield* 3.9% 6.5% 7.2% 6.6% 7.9%

Total cash costs (co-product) (US$/oz) 322 464 516 554 560
AISC - Reported (by-product) (US$/oz) 564 804 806 775 761 Income Statement 2019 2020E 2021E 2022E 2023E
Fully loaded costs (co-product) (US$/oz) 1,015 1,174 1,262 1,268 1,215 Total revenue 1,380 2,447 2,502 2,488 2,633

% gold 100% 100% 100% 100% 100%
Gold Reserves and Resources 2015 2016 2017 2018 2019 % silver 0% 0% 0% 0% 0%
Proven and probable % copper 0% 0% 0% 0% 0%
Tonnes (m) 5.3 11.9 13.0 11.3 491.9 % other 0% 0% 0% 0% 0%
Grade (g/t) 10.8 9.0 11.1 15.8 1.30 Operating costs 317 666 685 767 820
Oz (m) 1.8 3.4 4.6 5.8 20.5 G&A 47 71 68 72 72
Assumed reserve additions (moz) 3.5 Exploration 33 16 30 36 36
LOM production (moz) 22.6 Depreciation 169 361 406 443 498
Measured, indicated & inferred (excl) Other 1 39 40 30 30
Oz (m) 3.2 12.3 10.6 12.3 16.9 Adjusted EBITDA 981 1,655 1,678 1,584 1,675
Reserve and resource statistics Adjusted EBIT 812 1,294 1,272 1,141 1,177
Reserves/sh (x1,000) 6.6 16.8 22.0 27.4 97.7 Net interest expense -5 4 2 -1 -16
Reserves & resources/sh (x1,000) 18.3 77.3 72.2 86.2 178.2 Unusual/other items -9 -122 -37 -7 32
Current per-ounce statistics EBT 798 1,176 1,237 1,133 1,193
Adjusted EV/LOM production (US$/oz) 714 EV/resource (US$/oz) 279 Taxes 238 375 396 363 376
Total acquisition cost (US$/oz) 1,382 EV/reserve (US$/oz) 509 Minority interest 0 0 0 0 0

Other 0 0 0 0 0
Net Asset Value NAV ($m) /sh ($) % NAV %Reserve %EBITDA† Net income (reported) 560 800 841 771 817
Macassa (100.0%), Canada (ON) 1,784 6.47 23% 12% 24% Net income (adjusted) 580 905 864 776 817
Fosterville (100.0%), Australia (Victoria) 1,284 4.66 16% 11% 31% EPS (reported) ($/sh) 2.67 2.96 3.07 2.81 2.98
Detour Lake (100.0%), Canada (ON) 4,527 16.43 57% 72% 45% EPS (adjusted) ($/sh) 2.76 3.33 3.15 2.83 2.98
Holt Complex (100.0%), Canada (ON) 105 0.38 1% 4% 0% Average shares (m) 210 271 274 274 274
Northern Territory (100.0%), Australia (NT) 50 0.18 1% 1% 0%
Investments 63 0.23 1% 0% 0% Cash Flow Statement 2019 2020E 2021E 2022E 2023E
Other 99 0.36 1% 0% 0% Net income (reported) 560 800 841 771 817
Total mining and investment assets 7,913 28.72 100% 100% 100% Depreciation 169 361 406 443 498
Balance sheet items and expenditures -315 -1.14 Other 215 103 205 17 25
Total 7,598 27.57 Operating cash flow 944 1,264 1,452 1,230 1,341
P/NAV at price deck (x) 1.48 Operating cash flow ($/sh) 4.49 4.67 5.30 4.49 4.90

Working capital changes -25 20 0 0 0
NAV By Geography EBITDA

1
 by Geography Cash from operations 918 1,284 1,452 1,230 1,341

Capital expenditure -516 -609 -706 -544 -518
Net investments 49 421 0 0 0
Investing cash flow -467 -188 -706 -544 -518
Common share dividends 29 133 205 205 205
Debt additions 0 0 0 0 0
Debt repayments -15 -14 -10 -14 0
Equity financing -43 -484 0 0 0
Other net financing -27 -264 -205 -205 -205
Financing cash flow -84 -761 -215 -219 -205
Foreign exchange 8 -1 0 0 0
Change in cash 375 335 531 467 618
Free cash flow 388 662 736 673 823
Free cash flow* ($/sh) 1.85 2.44 2.69 2.46 3.01

Gold Production and Cost Profile Balance Sheet 2019 2020E 2021E 2022E 2023E
Assets
Cash 707 1,050 1,580 2,048 2,665
Short-term investments 0 0 0 0 0
Other current assets 87 202 202 202 202
Current assets 795 1,251 1,782 2,250 2,867
Non-current assets 1,763 5,827 6,126 6,227 6,246
Total assets 2,558 7,078 7,908 8,476 9,113
Liabilities
Short-term debt 10 10 14 0 0
Current liabilities 417 488 492 478 478
Long-term debt 5 14 0 0 0
Other non-current liabilities 319 1,436 1,632 1,640 1,656
Total liabilities 741 1,938 2,124 2,118 2,134
Total shareholder equity 1,817 5,140 5,784 6,358 6,979
Net debt -692 -1,026 -1,567 -2,048 -2,665
Net debt / EBITDA (x) -0.7 -0.6 -0.9 -1.3 -1.6
ROE (Net income/Equity) 36.4% 23.0% 15.4% 12.7% 12.3%
ROA (Net income/Total assets) 26.2% 16.6% 11.2% 9.4% 9.3%
ROIC (NOPAT/Assets + Net debt) 55.3% 35.1% 21.0% 18.2% 18.6%
CROIC (FCF/Equity + Total debt)* 25.8% 19.3% 13.6% 11.3% 12.3%

* FCF = operating cash flow - capex; † 2021-2023 average EBITDA
Source: RBC Capital Markets estimates, company reports, Bloomberg
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Fosterville Holt Complex
Northern Territory All-in sustaining costs (by-product)
Total cash costs (by-product)
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Valuation
Our price target of US$55.00 is based on 1.8x our NAV 5% at a long-term gold price of US
$1,500/oz and 21x our 2020–21 SFCF estimate. These multiples are in line with the senior
group average, supported by the company's attractive geopolitical risk profile, high margins,
and production growth, but greater concentration risk and operating uncertainties. Our
Outperform rating is supported by KL’s implied return to our price target relative to its peers,
while accounting for its company-specific risks.

Risks to rating and price target
In addition to general operating and financial risks for KL related to commodities (gold) and
FX (CAD and AUD), we highlight:

• Capital allocation uncertainties, including potential for elevated investment at Detour Lake
• M&A integration risk at Detour Lake
• Continued exploration success required to extend KL’s existing mine reserves
• Achievement of ramp-up and production targets at Detour Lake

Company description
Kirkland Lake Gold is a large cap gold producer with operating mines in Australia and Canada
(Ontario). In January 2020, the company completed the acquisition of Detour Gold Corp.
and its flagship Detour Lake mine in Ontario. 2021 company guidance outlines production of
1.3-1.4moz at AISC of $790-810/oz, with production guided relatively flat through 2022 and
increasing to 1.4-1.5moz in 2023. Kirkland has outlined a strategy of delivering production
growth from low-risk mining jurisdictions, with an ongoing focus on organic reserve growth
through exploration.

Kirkland Lake Gold Ltd.
Precious Metals – Senior Gold Producer

December 14, 2020 Josh Wolfson, CFA (416) 842-9893; josh.wolfson@rbccm.com 10
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a security was removed from a recommended list; Rtg: Rating.

Created by: BlueMatrix

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by RBC Wealth Management or one of its affiliates. RBC Wealth Management recommended lists include
the Guided Portfolio: Prime Income (RL 6), the Guided Portfolio: Dividend Growth (RL 8), the Guided Portfolio: ADR (RL 10),
and the Guided Portfolio: All Cap Growth (RL 12). RBC Capital Markets recommended lists include the Strategy Focus List and
the Fundamental Equity Weightings (FEW) portfolios. The abbreviation 'RL On' means the date a security was placed on a
Recommended List. The abbreviation 'RL Off' means the date a security was removed from a Recommended List.

Equity valuation and risks
For valuation methods used to determine, and risks that may impede achievement of, price targets for covered companies, please
see the most recent company-specific research report at https://www.rbcinsightresearch.com or send a request to RBC Capital
Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7.

Kirkland Lake Gold Ltd.

Valuation

Our price target of US$55.00 is based on 1.8x our NAV 5% at a long-term gold price of US$1,500/oz and 21x our 2020–21 SFCF
estimate. These multiples are in line with the senior group average, supported by the company's attractive geopolitical risk
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profile, high margins, and production growth, but greater concentration risk and operating uncertainties. Our Outperform rating
is supported by KL’s implied return to our price target relative to its peers, while accounting for its company-specific risks.

Risks to rating and price target

In addition to general operating and financial risks for KL related to commodities (gold) and FX (CAD and AUD), we highlight:

• Capital allocation uncertainties, including potential for elevated investment at Detour Lake
• M&A integration risk at Detour Lake
• Continued exploration success required to extend KL’s existing mine reserves
• Achievement of ramp-up and production targets at Detour Lake

Conflicts policy
RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request.
To access our current policy, clients should refer to
https://www.rbccm.com/global/file-414164.pdf
or send a request to RBC Capital Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South
Tower, Toronto, Ontario M5J 2W7. We reserve the right to amend or supplement this policy at any time.

Dissemination of research and short-term trade ideas
RBC Capital Markets endeavors to make all reasonable efforts to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. RBC Capital Markets' equity research is posted to our proprietary website
to ensure eligible clients receive coverage initiations and changes in ratings, targets and opinions in a timely manner. Additional
distribution may be done by the sales personnel via email, fax, or other electronic means, or regular mail. Clients may also
receive our research via third party vendors. RBC Capital Markets also provides eligible clients with access to SPARC on the Firms
proprietary INSIGHT website, via email and via third-party vendors. SPARC contains market color and commentary regarding
subject companies on which the Firm currently provides equity research coverage. Research Analysts may, from time to time,
include short-term trade ideas in research reports and / or in SPARC. A short-term trade idea offers a short-term view on
how a security may trade, based on market and trading events, and the resulting trading opportunity that may be available. A
short-term trade idea may differ from the price targets and recommendations in our published research reports reflecting the
research analyst's views of the longer-term (one year) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. Thus, it is possible that a subject company's common equity that is considered a long-term
'Sector Perform' or even an 'Underperform' might present a short-term buying opportunity as a result of temporary selling pressure
in the market; conversely, a subject company's common equity rated a long-term 'Outperform' could be considered susceptible
to a short-term downward price correction. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm generally does not intend, nor undertakes any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas may not be suitable for all investors and have not been tailored to individual investor circumstances and objectives, and
investors should make their own independent decisions regarding any securities or strategies discussed herein. Please contact
your investment advisor or institutional salesperson for more information regarding RBC Capital Markets' research.
For a list of all recommendations on the company that were disseminated during the prior 12-month period, please click on the
following link: https://rbcnew.bluematrix.com/sellside/MAR.action
The 12 month history of SPARCs can be viewed at https://www.rbcinsightresearch.com.

Analyst certification
All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of
the subject securities or issuers. No part of the compensation of the responsible analyst(s) named herein is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in this report.

Third-party-disclaimers
The Global Industry Classification Standard ("GICS”) was developed by and is the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard & Poor's Financial Services
LLC (“S&P”) and is licensed for use by RBC. Neither MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS classifications makes any express or implied
warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties
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RBC Capital Markets disclaims all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any statements made to the media
or via social media that are in turn quoted in this report, or otherwise reproduced graphically for informational purposes.

References herein to "LIBOR", "LIBO Rate", "L" or other LIBOR abbreviations means the London interbank offered rate as administered by ICE Benchmark Administration (or any other
person that takes over the administration of such rate).

Disclaimer

RBC Capital Markets is the business name used by certain branches and subsidiaries of the Royal Bank of Canada, including RBC Dominion Securities Inc., RBC
Capital Markets, LLC, RBC Europe Limited, RBC Capital Markets (Europe) GmbH, Royal Bank of Canada, Hong Kong Branch and Royal Bank of Canada, Sydney Branch.
The information contained in this report has been compiled by RBC Capital Markets from sources believed to be reliable, but no representation or warranty, express
or implied, is made by Royal Bank of Canada, RBC Capital Markets, its affiliates or any other person as to its accuracy, completeness or correctness. All opinions and
estimates contained in this report constitute RBC Capital Markets' judgement as of the date of this report, are subject to change without notice and are provided
in good faith but without legal responsibility. Nothing in this report constitutes legal, accounting or tax advice or individually tailored investment advice. This
material is prepared for general circulation to clients and has been prepared without regard to the individual financial circumstances and objectives of persons who
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Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. RBC Capital Markets research
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Every province in Canada, state in the U.S., and most countries throughout the world have their own laws regulating the types of securities and other investment
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compliance policies. If this is the case, the latest published research reports available to clients may not reflect recent material changes in the applicable industry
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Additional information is available on request.
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