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Managementôs discussion and analysis 

for the three months ended March 31, 2020 

Introduction 

This managementôs discussion and analysis (MD&A) should be read together with Amarillo Gold 

Corporationôs (Amarillo or the Company) unaudited interim consolidated financial statements and related 

notes for the three months ended March 31, 2020. They have all been prepared according to International 

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

 

This MD&A contains forward-looking statements that are subject to risk factors (see page 35). Additional 

information on Amarillo can be found on its website, www.amarillogold.com, or on www.sedar.com. 

 

The discussion and analysis within this MD&A are effective as of May 26, 2020.  

 

All figures are in Canadian dollars unless otherwise noted. 

Business overview 

Amarillo is advancing two gold projects in Brazil. Both are in mining-friendly states and close to excellent 

infrastructure. 

 

Amarilloôs flagship asset is the Mara Rosa Property in Goi§s State, which contains the development stage 

Posse Gold Project (Posse). An Updated Pre-Feasibility Study NI 43-101 technical report for the Posse 

Gold Project was filed on SEDAR on November 21, 2018. 

 

Posse has total reserves of 1,087,000 gold ounces from 23.8 million tonnes at 1.42 g/t gold: 

¶ Proven reserves ï 513,000 ounces from 9.6 million tonnes grading 1.65 g/t gold 

¶ Probable reserves ï 574,000 ounces from 14.2 million tonnes grading 1.46 g/t gold. 

 

A feasibility study on the Posse Gold Project is nearly complete, and the results will be released before 

the end of the second quarter of 2020. 

 

In May 2016, Posse received its Preliminary License, granting the social and environmental permission to 

mine, and giving the Company five years to apply for a License to Install. Amarillo applied for the License 

to Install, which authorizes the construction of the project, in December 2019 and hopes to receive it by 

the end of the third quarter of 2020.  

 

Amarilloôs second gold project is Lavras do Sul, an advanced exploration stage project in Rio Grande do 

Sul State. It has over 22 prospects centred on historic gold workings spread over a 190 square kilometre 

land package. 

 

An NI 43-101 technical report on the Butia prospect at Lavras do Sul was filed on SEDAR on October 4, 

2010. It reported a mineral resource estimate of 215,000 ounces of gold in the indicated category from 

6.4 million tonnes at 1.05 g/t gold, and 308,000 ounces of gold in the inferred category from 12.9 million 

tonnes at 0.74 g/t gold using a 0.3 g/t cut-off grade.

http://www.amarillogold.com/
http://www.sedar.com/
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Company highlights 

Activities in Q1 2020 

Amarillo achieved several milestones in the first quarter of 2020. 

 

The Feasibility Study (FS) for the Posse Gold Project is nearly complete 

¶ SRK Consulting Pty Ltd (SRK), the lead author, is close to finalizing the study, which will include a 

resource update, mine plan, and financial model 

¶ Ausenco Limited has completed detailed engineering 

¶ GeoHydroTech Engenharia (GHT) has completed its study of tailings engineering, which are now dry 

stacking 

¶ Auramet International, LLC, is actively engaged in seeking construction financing, and interested 

parties are waiting for the results of the FS to be published. 

 
Project development at Mara Rosa 
¶ Permitting ï the License to Install for Posse was submitted in December 2019, and the water and 

deforestation permit applications were submitted in Q1 2020.  

¶ Land acquisition ï 573 hectares have been purchased or are under contract to purchase. Negotiations 

to purchase the remaining 538 hectares are continuing with landowners. 

¶ Exploration ï completed 3,000-metre drill program on northeastern extension of Posse Gold Deposit. 

Results showed potential to find near-surface gold deposits along its Posse North Gold Trend (see page 

6). 

 

Exploration at Lavras do Sul 

¶ 3,000-metre drill program has been completed, and results are still pending. 

Posse Gold Project 

The Posse Gold Project is located in the municipality of Mara Rosa in the state of Goi§s, Brazil, 360 

kilometres north of Goiania, the state capital. 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. Mara Rosa, a small town of 12,000 people, is 5 kilometres away. 

 

The State of Goi§s has embarked on a plan to invigorate its economy from the effects of COVD-19. The 

Company expects that the planned mining activity will be well received as part of this State plan. On May 

25, 2020, after quarter end, Amarillo signed a Protocol of Intent to build the Posse Gold Project with the 

Government of the State of Goi§s that sets out the conditions for developing an industrial mining plant 

and outlines the governmentôs formal support of the Project. It is an important step towards receiving the 

License to Install, which is expected in September 2020. 

 

The Company plans for an open pit to be mined by conventional shovel and truck methods at a nominal 

ore mining rate of 2.5 million tonnes per year for approximately eight years. The project is expected to 

employ contract mining with conventional open-pit mining using drill and blast, hydraulic excavators, haul 

trucks, and auxiliary mobile equipment to support the mining operation.  

 

Amarillo plans to build a carbon-in-leach (CIL) processing plant consisting of conventional crushing 

circuits with tailings processed through a dry stacking tailing facility.  
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Electric power is supplied by CELG, the State of Goi§s Energy Authority. The local electricity grid has an 
installed capacity of 14 megawatts supplied to the Mara Rosa area via a 69 kilovolt line. 
 
The mine requires a 138 kilovolt transmission line, so a 64-kilometre 138 kilovolt transmission line is 
planned to bring power from the Porangatu main grid to the mine. Topographical work has been initiated 
with land acquisition and design engineering to follow. 

Table 1: Mara Rosa development schedule 

 
 
Feasibility study 

SRK Consulting is finalizing the feasibility study for the Posse Gold Project with input from various 

consultants. The results of this study are expected to be published shortly. 

 

In Q1 2019 the Company engaged SRK, Ausenco, and GHT to complete the FS for the Posse Gold 

Project. SRK, which completed the last two pre-feasibility studies on the Posse Gold Project, is the lead 

company, bringing together the overall report, the resource update, mine plan and financial model. 

 

Ausenco is responsible for the basic engineering of the plant and infrastructure. It has considerable 

project construction experience in Brazil including Beadell Resourcesô (acquired by Great Panther Mining 

Limited) Tucano mine and the EPCM execution of Equinox GoldËs Aurizona mine. Ausenco has 

completed a flow sheet and basic engineering for the CIL Plant and associated infrastructure. This basic 

engineering was included in the application for the License to Install.  

 

GHT has completed the design of the water retention dams and a dry stack tailings storage system, which 

were also included in the application for the License to Install. GHT, a well-known Brazilian company, has 

worked for KinrossËs Paracatu mine as well as the recent Avanco Antas project. 

 

Australian Exploration Field Services has completed the resource update for the FS using the results of 

the 2018 and 2019 in-fill drilling. 

 

Aurifex Pty and ALS Global have completed FS level metallurgical test work. 
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Permitting 

The Environmental Protection Agency and the Judicial Ministry of Brazil gave Posse 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. along with public hearings. 

 

The Company is in the next phase of the permitting process. In December 2019, Amarillo submitted the 

application for the License to Install, which authorizes construction. It involves the fulfilment of the 

Preliminary License conditions; approval of the mine development plan and approval of the basic 

environmental plan. It was anticipated that this would be granted in the second quarter of 2020. However, 

Covid-19 has disrupted this timeline, and the Company now expects to receive this permit in the third 

quarter of 2020. 

 

The Company applied for a deforestation permit in January 2020. This application includes a plan to 

preserve species affected by deforestation, cultivate seedlings, and implement an ecological corridor for 

fauna species. The Company is waiting for the regulators to comment on or approve the application. 

 

GHT completed the design of a water reclamation system to take the required water from the Rio do Oro 

for use in the processing plant. It also assisted in the application for the final water storage dam license. 

This application was made in Q1 2020 and approval is expected shortly. 

Land acquisition 

The Companyôs strategy is to acquire lands that will be impacted by the Posse Gold Deposit at opportune 

prices when available while moving towards obtaining the License to Install. It has acquired and/or 

entered into agreements to acquire 537 hectares of the 1,101 hectare footprint of the planned mining 

area. Negotiations are continuing with the remaining landowners. 
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Exploration 

Amarilloôs land position in the Mara Rosa 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 occurs 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 

shear zone with potassium alteration and lower order gold-copper-molybdenum mineralization. 

Figure 1: Regional geological setting of the Mara Rosa Project 

 

Airborne geophysics identified a strong regional-scale 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. 

Figure 2: Potassium channel radiometric 
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Regional surface geological exploration identified coincident gold in soil anomaly trending northeast and 

southwest of the Posse Gold Deposit. 

Figure 3: Gold in soil anomalies 

 

In February 2020, Amarillo completed a 3,000-metre diamond drill program that tested near-surface 

satellite gold exploration targets along the 7 kilometre long northeast trending Posse North Trend. The 

goal was to identify potentially economic gold deposits that could add to the existing gold resources and 

reserves at the main Posse Deposit. 

 

Sixteen holes totalling 3,021 metres were drilled, testing three priority targets along a 4.5-kilometre portion 

of the Posse North Trend: Araras, Speti 24, and Pastinho. The results show mineralization up to four 

kilometres northeast of the Posse Gold Deposit, indicating that there is potential for satellite gold deposits 

at Mara Rosa: 

 

¶ All three exploration targets intersected elevated gold values in multiple intervals, implying that the gold 

system that hosts the Posse Gold Deposit is regional in scope.  

¶ Drilling at the Pastinho target has potentially extended the strike extent of the known gold mineralization 

six-fold, even as the target remains open along strike and ripe for future exploration.  

¶ Exploration potential on the Posse North Trend is prospective. The style and nature of its gold 

mineralization is extensive and similar in style to the gold mineralization found at the Posse Gold 

Deposit.  

 

Araras, Speti 24, and Pastinho were identified by integrating surface geological mapping with the results 

from: 

¶ historical exploration drilling 

¶ soil geochemical anomalies greater than 100 ppb gold 

¶ surface channel and rock sampling with grades higher than 0.5 ppm gold 

¶ results from an aerial-drone magnetic survey that defined favourable structural settings.  

 

Coincident soil geochemistry and geophysical anomalies guided the selection of favourable exploration 

targets for drilling.   
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Araras 

The Araras target is defined by a 500-metre-long northeast trending soil anomaly located slightly east of 

the main Posse Gold Deposit within the footwall amphibolite rocks.  

 

The most recent program consisted of five diamond drill holes totalling 760.11 metres testing the zone 

throughout its strike length. The program was designed to follow up from encouraging drilling results 

generated in a 2012 program.  

Figure 4: Plan view of Araras drill holes and gold intercepts 
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Figure 5 shows that the host rocks dip approximately 55 to 60 degrees northwest. Drill holes were 

collared in the hanging wall of the gold zone and drilled from northwest to southeast.  

Figure 5: Northeast-facing cross-section of Araras 
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Table 2 summarizes drill results from the 2019-2020 exploration program with composite intervals above 

0.2 g/t gold. Highlights include: 

¶ hole 19P097 generated 7 metres grading 1.22 g/t gold from 81.0 to 88.0 metres 

¶ hole 19P100 returned 2.5 metres grading 2.00 g/t gold from 100.0 to 102.5 metres. 

Table 2: Summary of composite intervals grading more than 0.2 g/t gold cut-off in Araras drill 
target (2019-2020) 

Hole Azimuth Dip 
From  
(metres) 

To  
(metres) 

Gold intervals  
in metres (m) 

Estimated true  
width (metres) 

19P096 140 -58 

52.00 56.00 4 m at 0.22 g/t 4.00 

60.00 61.00 1 m at 0.75 g/t 1.00 

63.00 64.00 1 m at 0.26 g/t 1.00 

84.00 85.00 1 m at 0.31 g/t 1.00 

19P097 140 -60 

53.00 54.00 1 m at 0.42 g/t 1.00 

74.00 75.00 1 m at 0.69 g/t 1.00 

81.00 88.00 7 m at 1.22 g/t 7.00 

95.00 97.00 2 m at 0.20 g/t 2.00 

102.50 107.50 5 m at 0.41 g/t 5.00 

19P098 140 -60 

30.00 31.00 1 m at 0.20 g/t 1.00 

64.00 73.00 9 m at 0.25 g/t 9.00 

88.00 89.00 1 m at 0.24 g/t 1.00 

19P099 140 -60 

8.00 9.00 1 m at 0.48 g/t 1.00 

100.00 102.00 2 m at 0.26 g/t 2.00 

142.50 147.50 5 m at 0.47 g/t 5.00 

162.50 165.00 2.5 m at 0.42 g/t 2.50 

170.00 174.14 4.14 m at 0.23 g/t 4.14 

19P100 140 -60 

43.00 45.00 2 m at 0.27 g/t 2.00 

75.00 76.00 1 m at 0.20 g/t 1.00 

87.50 92.50 5 m at 0.47 g/t 5.00 

100.00 102.50 2.5 m at 2.00 g/t 2.50 

112.50 115.00 2.5 m at 0.43 g/t 2.50 
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For comparative purposes, Table 3 shows drilling results from the 2012 drilling program. Highlights 

include: 

¶ hole 12P038 returned 5 metres over 3.02 g/t gold 

¶ multiple gold intercepts in drill hole 12P045 including 2 metres grading 1.77 g/t gold and 4 metres 

grading 3.92 g/t gold. 

Table 3: Summary of composite intervals grading more than 0.2 g/t gold cut-off in Araras drill 
target (2012) 

Hole Azimuth Dip 
From  
(metres) 

To  
(metres) 

Gold intervals  
in metres (m) 

Estimated true  
width (metres) 

12P037 142 -60 

26.00 27.00 1 m at 0.71 g/t 1.00 

73.00 74.00 1 m at 0.43 g/t 1.00 

107.00 108.00 1 m at 0.33 g/t 1.00 

141.00 142.00 1 m at 0.42 g/t 1.00 

12P038 143 -57 81.00 86.00 5 m at 3.02 g/t 5.00 

12P044 143 -59 

26.00 27.00 1 m at 0.22 g/t 1.00 

38.00 40.00 2 m at 0.47 g/t 2.00 

47.00 49.00 2 m at 0.32 g/t 2.00 

51.00 55.00 4 m at 0.22 g/t 4.00 

12P045 142 -60 

9.00 10.00 1 m at 2.35 g/t 1.00 

63.00 64.00 1 m at 0.28 g/t 1.00 

73.00 75.00 2 m at 1.77 g/t 2.00 

93.00 97.00 4 m at 3.92 g/t 4.00 

112.50 117.50 5 m at 0.35 g/t 5.00 

12P046 90 -49 

66.00 69.00 3 m at 0.34 g/t 3.00 

71.00 73.00 2 m at 1.28 g/t 2.00 

95.00 98.00 3 m at 0.68 g/t 3.00 

  
Several holes intersected multiple sub-economic but anomalous gold tenors ranging from 1 metre grading 

0.2 g/t gold to 4.1 metres grading 0.23 g/t gold. Zones of elevated gold mineralization are typically 

associated with areas of intense shearing and silica flooding with 1-2% disseminated pyrite. Typical 

alteration minerals include carbonate, biotite, and sericite. 

 

The results suggest follow-up work is warranted to determine whether a higher-grade zone of 

mineralization can be located within this gold system/target.  
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Speti 24 

The Speti 24 target is located 2.2 kilometres northeast of the Posse Gold Deposit and interpreted to be 

hosted in the same northeast trending gold-bearing structure. 

 

A surface soil gold anomaly has been defined over 400 metres of strike length along trend at Speti 24. 

 

The diamond drill program totalled 1,256 metres and consisted of six drill holes. 

Figure 6: Plan view of Speti 24 drill holes and gold intercepts 
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Figure 7 is a northeast facing cross section and shows the host rocks dip approximately 55 to 60 degrees 

to the northwest. Drill holes were collared in the hanging wall of the gold target and drilled from northwest 

to southeast.  

 

Historical drill-testing of the target included drill hole Speti 24 that intersected 15 metres grading 0.62 g/t 

gold from 31.10 metres to 46.0 metres. This drill hole was oriented with an azimuth of 140 degrees and 

inclined at -70 degrees. The intersection width is estimated to be close to true width. 

Figure 7: Northeast facing cross-section of Speti 24 target 

 
 

Table 4 summarizes assay results that returned composite intervals grading more than a 0.2 g/t gold cut-

off grade from the most recent drilling program. 

 

Highlights of the drilling program include: 

¶ hole 20P101 intersected 7.5 metres grading 0.77 g/t gold from 175.0 metres to 182.50 metres 

¶ hole 20P103 returned 2.5 metres grading 1.20 g/t gold from 37.5 metres to 40.0 metres 

¶ hole 20P111 generated 2 metres grading 1.14 g/t gold from 7.0 metres to 9.0 metres and 9 metres 

grading 0.47 g/t gold from 70 to 79 metres. 

 

Multiple intervals of anomalous gold values were intersected within various drill holes over a strike-length 

of approximately 400 metres. The gold mineralization is characterized by strongly deformed and altered 

quartz-sericite schists hosting up to 1-2% disseminated pyrite. 

 

Importantly, anomalous gold values bottomed in several holes and require follow-up work to better 

understand the nature and extent of this mineralization. 
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Table 4: Summary of composite intervals grading more than 0.2 g/t gold cut-off in Speti 24 drill 
target (2019-20) 

Holes Azimuth Dip 
From  
(metres) 

To  
(metres) 

Gold intervals  
in metres (m) 

Estimated true  
width (metres) 

20P101 125 -50 

16.00 17.00 1 m at 0.20 g/t 1.00 

96.00 97.00 1 m at 0.29 g/t 1.00 

175.00 182.50 7.5 m at 0.77 g/t 7.50 

187.50 192.50 5 m at 0.42 g/t 5.00 

20P102 125 -50 167.00 177.33 10.33 m at 0.27 g/t 10.33 

20P103 125 -59 37.50 40.00 2.5 m at 1.20 g/t 2.50 

20P104 125 -59 

242.00 243.00 1 m at 0.26 g/t 1.00 

262.00 263.00 1 m at 0.28 g/t 1.00 

285.00 287.50 2.5 m at 0.23 g/t 2.50 

20P105 125 -61 
42.50 45.00 2.5 m at 0.30 g/t 2.50 

162.50 165.00 2.5 m at 0.38 g/t 2.50 

20P111 125 -60 

2.00 3.00 1 m at 0.24 g/t 1.00 

7.00 9.00 2 m at 1.14 g/t 2.00 

61.00 62.00 1 m at 0.22 g/t 1.00 

66.00 67.00 1 m at 0.41 g/t 1.00 

70.00 79.00 9 m at 0.47 g/t 9.00 

  
Pastinho 

The regional exploration potential of the Posse North Gold Trend is demonstrated by drill holes completed 

by a previous operator at the Pastinho target that defined a near-surface zone of gold mineralization over 

a strike length of approximately 150 metres. 

 
The Pastinho target is located about 3.5 kilometres northeast of the Posse Gold Project. The gold anomaly 

at Pastinho has a surface expression of about 1 kilometre. The purpose of Amarilloôs drilling program was 

to test and extend the strike length of this gold deposit. 

 

Diamond drilling by a previous operator defined a near-surface gold zone over a strike length of 150 

metres in two diamond drill holes: 

¶ LMR006A returned an intercept of 9.0 metres grading 0.79 g/t gold, including 5.0 metres grading 1.06 

g/t gold. It was oriented with an azimuth of 106.9 degrees and dip of -50 degrees. 

¶ LMR007 intersected 18.7 metres grading 0.87 g/t gold, including 4.9 metres grading 2.05 g/t gold. It 

was oriented with an azimuth of 109.1 degrees and a dip of -50 degrees. 

 

Note: historical results have not been independently verified by Amarillo, though the drill core has been 

inspected visually, and the previous operatorôs drill logs have been reviewed. True widths are interpreted 

to be the same as mineralized intersections as the holes were drilled perpendicular to the dip of rock 

units. 
  



 

 Amarillo Gold Corporation Á Managementôs Discussion and Analysis for the three months ended March 31, 2020 15 

Figure 8: Plan view of Pastinho drill holes and gold intercepts 

 
 
  






























































