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Key Statistics
Shares O/S (MM): 209.7
Dividend: 0.12
NAVPS: 22.96
ROE: 11.3%
Float (MM): 210.9
Debt to Cap: 0%

Market Cap (MM): 6,656
Yield: 0.4%
P/NAVPS: 1.38x
Avg. Daily Volume: 1,098,498

RBC Estimates
FY Dec 2017A 2018E 2019E 2020E
EPS, Adj Diluted 0.74 1.09 1.33 1.70
Prev. 1.09 1.42
P/AEPS 32.0x 21.8x 17.8x 14.0x
CFPS, Adj Diluted 1.45 2.11 2.46 2.66
Prev. 2.12 2.43
P/CFPS 16.4x 11.2x 9.6x 8.9x
FCFPS 0.61 0.92 0.71 1.34
Prev. 0.88 1.28
P/FCF 38.9x 25.8x 33.4x 17.7x
Production 598.1 681.2 745.2 861.3
Prev. 679.6 698.6 774.0

EPS, Adj Diluted Q1 Q2 Q3 Q4
2017 0.08A 0.19A 0.13A 0.34A
2018 0.25A 0.30A 0.28A 0.26E
2019 0.33E 0.33E 0.34E 0.34E
Prev. 0.25E 0.26E 0.28E 0.29E
CFPS, Adj Diluted
2017 0.32A 0.41A 0.33A 0.39A
2018 0.45A 0.54A 0.58A 0.55E
Prev. 0.54E
2019 0.61E 0.61E 0.63E 0.61E
Prev. 0.50E 0.52E 0.54E 0.56E
All market data in CAD; all financial data in USD; dividends paid in CAD.
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Kirkland Lake Gold
Let the good times roll
Our view: We believe investors will be well-suited staying long Kirkland
Lake shares heading into 2019 given our expectation for significant reserve
growth at Fosterville and anticipation for ongoing gains at Macassa. With
gold entering a period of seasonal strength and the company firing on all
cylinders, we reiterate our Outperform rating. Price target to C$38.

Key points:
Well-positioned fundamentally heading into 2019
Kirkland Lake is well-positioned to continue to outperform its precious
metal peers into 2019 driven by our expectation for a solid Q4 result,
the anticipation of another robust year on the reserve/resource front
and potential benefit from a seasonally strong period for gold and gold
equities between mid-December and February. While some may look at
the share price outperformance (68% versus peers year-to-date) and may
question how much upside is left, we believe the performance reflects the
structural changes occurring at Fosterville and steady gains at Macassa.

The key risk to ongoing share price gains would be a decline in exploration
success at Fosterville and/or a dilutive transaction, which could halt any
momentum or raise questions as to the sustainability of exploration
success at Fosterville. At this time, we are hard pressed to see the drill-bit
momentum at Fosterville ending soon.

Renaissance at Fosterville expected to drive more upside
The structural renaissance at Fosterville is likely to continue as
exploration expands reserves within the Swan Zone, increases
mineralization within the Lower Phoenix and Harrier lodes, and tests
regional prospects. We expect the year-end update to extend the trend of
increasing reserves at a higher grade (Appendix I). The impact is notable
given recent production guidance (link) at Fosterville of 570-610 Koz in
2021, 500-540 Koz in 2020 and 390-430 Koz in 2019 (Appendix II).

Ongoing exploration success will be key to demonstrating the
sustainability of production at Fosterville, which will take time as
exploration replenishes depletion and extends the production profile.
While some may note the premium valuation at which Kirkland trades
relative to its peers (Appendix III), we believe the premium is warranted
based on fundamental positioning and given the exploration-driven
structural change occurring at Fosterville, which is likely to continue to
bolster reserves and gold grades. Should exploration progress at a similar
pace, we believe the market valuation will continue to play catch-up.

Increasing price target to C$38 on back of positive 3-year outlook
We increase our price target to C$38 from C$33 given 9% increase in our
NAV estimate and 20% uplift in our 3-year forward sustaining free cash
flow forecast. We continue to apply premium valuation multiples given
Kirkland's strong fundamental positioning relative to peers (Appendix V).
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Target/Upside/Downside Scenarios

Exhibit 1: Kirkland Lake Gold Ltd.
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Target price/base case
We derive our C$38 price target by applying a 1.5x multiple
to Kirkland's underlying NAV and 15.0x multiple to our 3-year
forward sustaining free cash flow forecast.

The multiples used to value Kirkland compare to the
multiples used to value the company's Intermediate
peers (1.13x and 11.2x), reflecting Kirkland's favourable
fundamental positioning (as per our Multiple Matrix), given
low jurisdictional risk, high margin mines, improving reserve
lives, strong balance sheet and consistent operational track-
record.

Given the volatility in precious metal prices over the past
few years, we believe the commodity price sensitivity better
identifies the downside risk and upside potential.

Upside scenario
Our upside scenario of C$43 reflects a flat gold price scenario
of $1,500/oz. In our view, gold prices could test $1,500/oz if
optimism in a US economic recovery stalls, geopolitical risk
increases, and/or potential financial risks within the broader
global markets increase.

Downside scenario
Our downside scenario of C$22 reflects a flat gold price
scenario of $1,100/oz. In our view, gold prices could trade
sub $1,100/oz if commentary from the FOMC is more hawkish
than expected, economic growth picks up leading to higher
real rates, and/or central bank purchases of gold from China
and Russia are reduced materially.

Investment summary
Our Outperform rating on Kirkland Lake is predicated on the
company's underlying exploration prospects, solid forecast
free cash flow, strong balance sheet, low jurisdictional
risk, and organic growth potential. Kirkland Lake is an
Intermediate gold producer with mines in Canada and
Australia. The company's core operations include the high-
grade Macassa mine in Canada and high-grade Fosterville
mine in Australia.

• Macassa and Fosterville core operations: We forecast
average annual production of 835 Koz at an all-in sustaining
cost of $635/oz through 2022. Over this period, we expect
Macassa to deliver 255 Koz and Fosterville 450 Koz.

• Exploration expected to be key value driver: We expect
exploration to remain a key value driver for Kirkland Lake
as the company targets higher grade resources at Macassa,
Fosterville, and Taylor. Such success should lead to further
reserve and resource growth as recently demonstrated.

• Potential to leverage existing infrastructure: We see the
potential for Kirkland Lake to leverage existing infrastructure
and excess mill capacity at Macassa, Holt Complex, and
Fosterville to bolster output and shareholder return.

Potential catalysts and share price drivers
• Q1/19 reserve update: A reserve/resource update

anticipated in February 2019, is expected to be a key focus
for investors. We expect the update to outline a significant
increase in reserves and higher grades at Fosterville which
should support guided production growth through 2021.
We also expect ongoing gains at Macassa and more modest
upside at Kirkland's other operations.

• Expansion opportunities: Ability to maximize throughput at
Macassa, Holt Complex, and Fosterville could help bolster
production and lower costs at the company's Canadian
assets. Tuck-in acquisitions around existing mills could also
drive incremental value if acquired on favourable terms.

• Rising dividends: Potential to increase quarterly dividend
beyond C$0.04/sh with rising free cash flow.

Risks to valuation
• Commodity risk related to movements in gold and Currency

risk associated with changes in CAD and AUD, in which a
majority of the company's costs are denominated.

• Exploration risk given a large portion of our underlying
thesis is predicated on continued exploration success.

• Operational risk related to underground mining and
potential for quarter-over-quarter variability at Fosterville
given elevated grades.

• M&A risk related to larger-scale transactions and/or
perceived risky equity investments.

Kirkland Lake Gold Ltd.
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Appendix I: Production growth anticipated as the Swan Zone spreads its wings 
 

Exhibit 2: Ongoing exploration success within the Swan Zone at Fosterville continues to corroborate the extent of the high 
grade mineralization, which has been extended 200 m down plunge of current reserves; significant increase in Swan reserves 
anticipated alongside further delineation of the Lower Phoenix and Harrier lodes, confirming the reserve/resource upside 
demonstrated during our recent visit to the mine (see Nov 7 – Fosterville site visit: Renaissance to continue) 

 

Source: Company Reports 

 
Exhibit 3: Significant production growth anticipated through 
2021 at Fosterville primarily driven by higher grades from the 
Swan Zone and increase in throughput via a second mining 
front as development is advanced at Harrier 

 
Source: Company Reports, RBC Capital Markets estimates 

Exhibit 4: Renaissance at Fosterville has been driven by 
significant exploration success which has seen contained 
reserve ounces and grade improve, especially with the 
discovery of the ultra-high-grade Swan Zone 

 
Source: Company Reports, RBC Capital Markets estimates 
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Appendix II: Revisions to operational/financial forecasts 
 

Exhibit 5: Primary changes to our financial estimates reflect increased production at Fosterville through 2021 based on recent 
production guidance and a thorough review of our mineable resource assumptions which now assume higher grades at 
Fosterville, more in-line with current reserves; The improvement at Fosterville has resulted in materially stronger EBITDA, cash 
flow and free cash flow than previously forecast, with the latter being partially offset by a higher spend on exploration and 
timing of investment at Macassa; Further upside is possible should Kirkland Lake decide to restart to the Northern Territory 
operation and/or Holloway mine (part of the Holt Complex). 

 

Source: RBC Capital Markets estimates 

  

Revised Forecasts Previous Forecasts Variance
2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E

Operational Forecasts
Macassa - Canada 230 233 248 230 233 236 0 0 11
Fosterville - Australia 393 502 573 339 412 435 54 90 138
Holt - Canada 68 68 67 67 66 66 1 1 1
Taylor - Canada 53 58 62 62 62 62 (9) (4) 0

Total Gold Production (Koz) 745 861 950 699 774 799 47 87 150

Macassa - Canada $717 $735 $743 $734 $752 $746 ($17) ($18) ($2)
Fosterville - Australia $447 $374 $341 $495 $425 $405 ($48) ($51) ($64)
Holt - Canada $996 $1,039 $1,065 $1,015 $1,057 $1,081 ($19) ($18) ($17)
Taylor - Canada $1,034 $991 $941 $940 $976 $993 $94 $15 ($52)

Mine-Site AISC ($/oz) - Reported $623 $566 $536 $663 $622 $607 ($41) ($57) ($71)
Corporate Elements ($/oz) $48 $41 $37 $44 $40 $39 $3 $1 ($1)

Total AISC ($/oz) - Reported $670 $607 $573 $708 $662 $646 ($37) ($56) ($72)
Exploration/Other ($/oz) $87 $75 $51 $93 $63 $41 ($6) $12 $11

Total AISC ($/oz) - RBC $758 $682 $625 $801 $725 $687 ($43) ($43) ($62)

Financial Forecasts

Adjusted Earnings ($/sh) $1.33 $1.70 $2.04 $1.09 $1.42 $1.60 $0.24 $0.28 $0.44
Adjusted EBITDA ($/sh) $2.71 $3.33 $3.87 $2.35 $2.86 $3.10 $0.35 $0.47 $0.77
Operating cash flow before WC ($/sh) - Reported $2.46 $2.66 $3.02 $2.12 $2.43 $2.47 $0.34 $0.24 $0.55
Operating cash flow after WC ($/sh) - Reported $2.46 $2.66 $3.02 $2.12 $2.43 $2.47 $0.34 $0.24 $0.55
Operating cash flow - levered ($/sh) - RBC $2.52 $2.73 $3.10 $2.18 $2.50 $2.55 $0.34 $0.24 $0.55
Sustaining free cash flow ($/sh) - RBC $1.74 $1.93 $2.28 $1.49 $1.75 $1.78 $0.25 $0.18 $0.50
Operating free cash flow ($/sh) - RBC $0.71 $1.34 $1.79 $0.88 $1.28 $1.39 ($0.17) $0.06 $0.39
Net free cash flow ($/sh) - RBC $0.71 $1.34 $1.79 $0.88 $1.28 $1.39 ($0.17) $0.06 $0.39

NAV Estimate

Macassa ($/sh) $5.76 $5.59 $0.18
Fosterville ($/sh) $9.38 $7.37 $2.01
Holt ($/sh) $0.59 $0.57 $0.01
Taylor ($/sh) $0.48 $0.45 $0.02
Total operating NAV ($/sh) $16.21 $13.99 $2.22
Adjustments ($/sh) $0.92 $1.73 ($0.80)
Total NAV  ($/sh) $17.14 $15.72 $1.42

CAD $0.75 $0.75 $0.00

Total NAV  (C$/sh) $22.96 $21.07 $1.90

Fully diluted shares outstanding (M) 210.8 210.8 0.0

Kirkland Lake Gold Ltd.
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Appendix III: Valuation relative to Senior/Intermediate precious metal peers 
 

Exhibit 6: In our view, Kirkland Lake’s premium valuation relative to Intermediate peers is 
justified given strong fundamental positioning and ongoing renaissance at Fosterville which 
is likely to continue to drive a structural change at the mine, continue to unlock shareholder 
value and support a growing return of capital to investors 

 

Source: RBC Capital Markets estimates 
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Appendix IV: Operational/financial forecasts, NAV breakdown (spot deck)  
 

Exhibit 7: Kirkland Lake Gold—Operational and financial forecast at spot metal prices and currencies 

 

Note: Assumes spot metal prices of $1,240 gold, CAD of 0.75 and AUD of 0.72 
Source: RBC Capital Markets estimates 

 

2016 2017 2018E 2019E 2020E 2021E 2022E 2023E

Operational Summary

Realized/Forecast Commodity Prices

Gold - Market ($/oz) $1,250 $1,257 $1,272 $1,240 $1,240 $1,240 $1,240 $1,240

Gold - Realized/Forecast ($/oz) $1,226 $1,261 $1,265 $1,240 $1,240 $1,240 $1,240 $1,240

Consolidated Basis (as reported)

Gold production (Koz) 320 598 681 745 861 950 939 946

By-product cash costs ($/oz) - Reported $619 $517 $423 $397 $360 $341 $375 $394

All-in sustaining cash costs ($/oz) - Reported $930 $814 $720 $667 $593 $555 $589 $602

By-product cash costs ($/oz) - RBC $619 $517 $423 $397 $360 $341 $375 $394

All-in sustaining cash costs ($/oz) - RBC $969 $881 $788 $754 $668 $607 $624 $619

Attributable Basis

Gold production (Koz) 320 598 681 745 861 950 939 946

By-product cash costs ($/oz) - RBC $619 $517 $423 $397 $360 $341 $375 $394

All-in sustaining cash costs ($/oz) - RBC $969 $881 $788 $754 $668 $607 $624 $619

Financial Summary

Consolidated Financials

Reported earnings ($/sh) $0.34 $0.63 $1.08 $1.19 $1.56 $1.89 $1.84 $1.86

Adjusted earnings ($/sh) $0.61 $0.74 $1.11 $1.19 $1.56 $1.89 $1.84 $1.86

Adjusted EBITDA ($/sh) $1.33 $1.73 $2.22 $2.50 $3.12 $3.65 $3.55 $3.57

Operating cash flow before WC ($/sh) - Reported $1.17 $1.45 $2.13 $2.30 $2.52 $2.86 $2.76 $2.74

Operating cash flow after WC ($/sh) - Reported $1.46 $1.47 $2.16 $2.30 $2.52 $2.86 $2.76 $2.74

Operating cash flow after WC and interest ($/sh) - RBC $1.41 $1.44 $2.20 $2.36 $2.59 $2.94 $2.86 $2.85

Sustaining free cash flow ($/sh) - RBC $0.72 $0.77 $1.53 $1.58 $1.81 $2.15 $2.06 $2.07

Operating free cash flow ($/sh) - RBC $0.44 $0.61 $0.94 $0.56 $1.22 $1.65 $1.66 $1.72

Net free cash flow ($/sh) - RBC $1.18 $0.55 $0.98 $0.56 $1.22 $1.65 $1.66 $1.72

Balance Sheet (at year-end)

Cash & cash equivalents (M$) $235 $232 $292 $366 $573 $871 $1,170 $1,481

Liquid working capital (M$) $199 $192 $228 $288 $477 $758 $1,040 $1,335

Total debt & leases (M$) $113 $39 $23 $9 $0 $0 $0 $0

Kirkland Lake Gold Ltd.

December 17, 2018 Dan Rollins, CFA (416) 842-9893; dan.rollins@rbccm.com 6



Exhibit 8: Kirkland Lake Gold—NAV breakdown at spot metal prices and currencies 

 

Note: Assumes spot metal prices of $1,240 gold, CAD of 0.75 and AUD of 0.72 
Source: RBC Capital Markets estimates 

 

  

Ownership Resources Modelled Resources Not Modelled Total Value P/NAV

(%) DCF @ M$ EV/oz AuE M$ M$ $/sh (x)

Operating Assets

Fosterville - Australia 7.0% $1,723 $95/oz $151 $1,875 $8.90

Macassa - Canada 7.0% $1,153 $95/oz $5 $1,158 $5.49

Holt - Canada 7.0% $72 $24/oz $45 $117 $0.56

Taylor - Canada 7.0% $86 $24/oz $10 $96 $0.46

Total 7.0% $3,034 $212 $3,246 $15.40

Exploration Assets

Northern Territory - Australia $48/oz $158 $0.75

Other $24/oz $53 $0.25

Total $211 $1.00

Equity Holdings

Osisko Mining $64 $0.30

Novo Resources $46 $0.22

Bonterra $83 $0.40

Other $23 $0.11

Total $216 $1.03

Corporate Assets/Liabilities

Cash & Liquid Working Capital $220 $1.04

Funds Raised Through Future Dilution $4 $0.02

Total Debt (including leases) ($20) ($0.09)

Corporate Items - Net of Tax Shield ($427) ($2.02)

Reclamation/Employee Provisions - Net of Restricted Cash ($27) ($0.13)

Total ($250) ($1.18)

Total Net Asset Value (USD) $3,424 $16.25 1.47x

Total Net Asset Value (CAD) CAD = $0.75 $4,588 $21.77

Fully Diluted Shares Outstanding

Shares Outstanding (M) 209.7

Assumed Shares Issued (M) 1.1

Fully Diluted Shares Outstanding (M) 210.8

Kirkland Lake Gold Ltd.
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Appendix V: Operational/financial forecasts, NAV breakdown and model 
 

Exhibit 9: Kirkland Lake Gold—Operational and financial forecast 

 

Source: RBC Capital Markets estimates 

 

Exhibit 10: Kirkland Lake Gold—Production forecast 

 

Source: RBC Capital Markets estimates 

 

2016 2017 2018E 2019E 2020E 2021E 2022E 2023E

Operational Summary

Realized/Forecast Commodity Prices

Gold - Market ($/oz) $1,250 $1,257 $1,267 $1,300 $1,300 $1,300 $1,300 $1,300

Gold - Realized/Forecast ($/oz) $1,226 $1,261 $1,259 $1,300 $1,300 $1,300 $1,300 $1,300

Consolidated Basis (as reported)

Gold production (Koz) 320 598 681 745 861 950 939 946

By-product cash costs ($/oz) - Reported $619 $517 $424 $400 $369 $353 $396 $416

All-in sustaining cash costs ($/oz) - Reported $930 $814 $721 $670 $607 $573 $619 $633

By-product cash costs ($/oz) - RBC $619 $517 $424 $400 $369 $353 $396 $416

All-in sustaining cash costs ($/oz) - RBC $969 $881 $788 $758 $682 $625 $653 $651

Attributable Basis

Gold production (Koz) 320 598 681 745 861 950 939 946

By-product cash costs ($/oz) - RBC $619 $517 $424 $400 $369 $353 $396 $416

All-in sustaining cash costs ($/oz) - RBC $969 $881 $788 $758 $682 $625 $653 $651

Financial Summary

Consolidated Financials

Reported earnings ($/sh) $0.34 $0.63 $1.07 $1.33 $1.70 $2.04 $1.96 $1.98

Adjusted earnings ($/sh) $0.61 $0.74 $1.09 $1.33 $1.70 $2.04 $1.96 $1.98

Adjusted EBITDA ($/sh) $1.33 $1.73 $2.21 $2.71 $3.33 $3.87 $3.73 $3.74

Operating cash flow before WC ($/sh) - Reported $1.17 $1.45 $2.11 $2.46 $2.66 $3.02 $2.89 $2.87

Operating cash flow after WC ($/sh) - Reported $1.46 $1.47 $2.14 $2.46 $2.66 $3.02 $2.89 $2.87

Operating cash flow after WC and interest ($/sh) - RBC $1.41 $1.44 $2.18 $2.52 $2.73 $3.10 $2.99 $2.98

Sustaining free cash flow ($/sh) - RBC $0.72 $0.77 $1.52 $1.74 $1.93 $2.28 $2.14 $2.16

Operating free cash flow ($/sh) - RBC $0.44 $0.61 $0.92 $0.71 $1.34 $1.79 $1.74 $1.80

Net free cash flow ($/sh) - RBC $1.18 $0.55 $0.96 $0.71 $1.34 $1.79 $1.74 $1.80

Balance Sheet (at year-end)

Cash & cash equivalents (M$) $235 $232 $288 $396 $627 $951 $1,265 $1,591

Liquid working capital (M$) $199 $192 $225 $318 $532 $842 $1,143 $1,456

Total debt & leases (M$) $113 $39 $23 $9 $0 $0 $0 $0

2016 2017 2018E 2019E 2020E 2021E 2022E 2023E

Production - Consolidated

Gold Production

Macassa - Canada (100%) 180 196 227 230 233 248 347 407

Fosterville - Australia (100%) 13 264 332 393 502 573 466 417

Holt - Canada (100%) 53 67 69 68 68 67 65 63

Taylor - Canada (100%) 41 51 54 53 58 62 61 59

Holloway - Canada (100%) 27 0 0 0 0 0 0 0

Northern Territory - Australia (100%) 5 21 0 0 0 0 0 0

Stawell - Australia (100%) 1 0 0 0 0 0 0 0Stawell - Australia (100%)

Total Gold Production (Koz) 320 598 681 745 861 950 939 946

Total (oz/thousand shares) 2.58 2.84 3.21 3.54 4.09 4.51 4.45 4.49

Kirkland Lake Gold Ltd.
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Exhibit 11: Kirkland Lake Gold—Cash cost forecast 

 

Source: RBC Capital Markets estimates 

 

2016 2017 2018E 2019E 2020E 2021E 2022E 2023E

Total Cash Costs - Consolidated

By-Product Basis - Producing Assets

Macassa - Canada (100%) $556 $550 $484 $481 $493 $499 $460 $447

Fosterville - Australia (100%) $445 $289 $244 $242 $214 $201 $242 $270

Holt - Canada (100%) $744 $816 $806 $771 $803 $822 $864 $892

Taylor - Canada (100%) $451 $629 $772 $741 $711 $675 $708 $726

Holloway - Canada (100%) $905 $1,623 $0 $0 $0 $0 $0 $0

Northern Territory - Australia (100%) $1,048 $1,657 $0 $0 $0 $0 $0 $0

Stawell - Australia (100%) $1,985 $0 $0 $0 $0 $0 $0 $0

Operating Assets ($/oz)Total Cash Costs ($/oz) - Reported $619 $517 $424 $400 $369 $353 $396 $416

Implied Cash Margin ($/oz) $631 $740 $843 $900 $931 $947 $904 $884

Implied Cash Margin (%) 51% 59% 67% 69% 72% 73% 70% 68%

All-In Sustaining Cash Costs - Consolidated

Macassa - Canada (100%) $877 $845 $742 $717 $735 $743 $673 $643

Fosterville - Australia (100%) $641 $492 $476 $447 $374 $341 $394 $417

Holt - Canada (100%) $1,044 $1,055 $1,103 $996 $1,039 $1,065 $1,121 $1,159

Taylor - Canada (100%) $692 $972 $1,081 $1,034 $991 $941 $987 $1,012

Holloway - Canada (100%) $1,086 $1,615 $0 $0 $0 $0 $0 $0

Northern Territory - Australia (100%) $1,153 $1,995 $0 $0 $0 $0 $0 $0

Stawell - Australia (100%) $2,005 $0 $0 $0 $0 $0 $0 $0

Mine-site Sustaining Cash Costs ($/oz) - Reported $899 $771 $677 $623 $566 $536 $586 $601

Corporate - Cash Based $28 $39 $35 $38 $33 $29 $25 $25

Corporate - Stock Based $4 $5 $9 $10 $9 $8 $8 $8

Other ($1) ($0) ($0) $0 $0 $0 $0 $0

All-in Sustaining Cash Costs ($/oz) - Reported $930 $814 $721 $670 $607 $573 $619 $633

RBC Adjustments to Reported AISC:

Exploration - Mine-site not deemed sustaining $34 $67 $67 $87 $75 $51 $35 $17

Other $5 $0 ($0) $0 $0 $0 $0 $0

All-in Sustaining Cash Costs ($/oz) - RBC $969 $881 $788 $758 $682 $625 $653 $651

Implied Cash Margin ($/oz) $281 $369 $462 $492 $568 $625 $596 $599

Implied Cash Margin (%) 22% 29% 36% 38% 44% 48% 46% 46%
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Exhibit 12: Kirkland Lake Gold— NAV estimate (long-term gold price of $1,300/oz) 

 

Source: RBC Capital Markets estimates 

 

Exhibit 13: Kirkland Lake Gold— Price target methodology (50/50 P/NAV and EV/Sustaining Free Cash Flow) 

 

Source: RBC Capital Markets estimates 

 

  

Ownership Resources Modelled Resources Not Modelled Total Value P/NAV

(%) DCF @ M$ EV/oz AuE M$ M$ $/sh (x)

Operating Assets

Fosterville - Australia 7.0% $1,819 $100/oz $159 $1,977 $9.38

Macassa - Canada 7.0% $1,209 $100/oz $5 $1,215 $5.76

Holt - Canada 7.0% $76 $25/oz $48 $123 $0.59

Taylor - Canada 7.0% $90 $25/oz $11 $101 $0.48

Total 7.0% $3,194 $223 $3,417 $16.21

Exploration Assets

Northern Territory - Australia $50/oz $165 $0.78

Other $25/oz $56 $0.26

Total $221 $1.05

Equity Holdings

Osisko Mining $64 $0.30

Novo Resources $46 $0.22

Bonterra $83 $0.40

Other $23 $0.11

Total $216 $1.03

Corporate Assets/Liabilities

Cash & Liquid Working Capital $227 $1.08

Funds Raised Through Future Dilution $4 $0.02

Total Debt (including leases) ($20) ($0.09)

Corporate Items - Net of Tax Shield ($427) ($2.02)

Reclamation/Employee Provisions - Net of Restricted Cash ($27) ($0.13)

Total ($242) ($1.15)

Total Net Asset Value (USD) $3,611 $17.14 1.39x

Total Net Asset Value (CAD) CAD = $0.75 $4,839 $22.96

Fully Diluted Shares Outstanding

Shares Outstanding (M) 209.7

Assumed Shares Issued (M) 1.1

Fully Diluted Shares Outstanding (M) 210.8

Value  Multiple Target

Net Asset Value Target (50%)

Operating Assets $15.15 1.50x $22.73

Resource Optionality $2.11 1.00x $2.11

Adjustments ($0.13) 1.00x ($0.13)

$24.71

Adjusted Cash Flow Target (50%)

Operating CF (adjusted for sustaining expenditures) $1.98 15.00x $29.75

Adjustments $1.90 1.00x $1.90

$31.65

Unrounded Target (USD) $28.18

Unrounded Target (CAD) CAD = $0.75 $37.76

Target Price (USD) - Rounded to nearest $1.00 $38.00

Kirkland Lake Gold Ltd.
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Exhibit 14: Kirkland Lake Gold— Model Summary 

 

Kirkland Lake Gold Price Target: C$38.00 Rating: Outperform
RBC Capital Markets / Dan Rollins, CFA (416) 842-9893

Share Price (C$/sh): $31.92 Implied Return (%): 19.0% 

TSX: KL; NYSE: KL Market Value (M $): $4,994 2018E Dividend ($/sh): $0.12 Implied All-In Return (%): 19.4% 

Adjusted Market Value (M $) $4,810 NAV (C$/sh): $22.96 P/NAV (x) 1.39x 

All USD unless noted Year Ended December 31 All USD unless noted Year Ended December 31

RATIO ANALYSIS 2017 2018E 2019E 2020E REALIZED & FORECAST PRICES / REVENUE SPLIT 2017 2018E 2019E 2020E

P/E  - Adjusted x 32.3x 21.8x 17.9x 14.0x Gold Price $/oz $1,261 $1,259 $1,300 $1,300

P/CF  - Reported prior to WC x 16.4x 11.3x 9.7x 8.9x Proportion of revenue - Gold % 100% 100% 100% 100% 

P/CF  - Reported after WC x 16.2x 11.1x 9.7x 8.9x Proportion of revenue - Gold & Silver % 100% 100% 100% 100% 

P/CF  - After WC and interest - RBC x 16.6x 10.9x 9.5x 8.7x PRODUCTION & CASH COSTS 2017 2018E 2019E 2020E

EV/SCF - RBC x 15.6x 10.4x 9.1x 8.3x Attributable Production

OpFCF Yield - RBC % 2.5% 3.9% 3.0% 5.6% Gold (Koz) 598 681 745 861

Dividend Yield % 0.1% 0.3% 0.6% 0.8% Attributable Costs - RBC

Net Debt/EBITDA x (0.5x) (0.6x) (0.7x) (0.9x) Total cash cost ($/oz) $517 $424 $400 $369

Net Debt/Total Capital % (16.1% ) (20.7% ) (25.6% ) (34.6% ) All-in sustaining cash cost ($/oz) $881 $788 $758 $682

INCOME STATEMENT (M$) 2017 2018E 2019E 2020E

Revenue USD $747 $866 $969 $1,120

Operating Costs USD ($396) ($400) ($402) ($421)

EBITDA USD $351 $466 $567 $699

DD&A USD ($149) ($133) ($145) ($167)

EBIT  USD $203 $333 $423 $532

Other Income/Expenses USD ($32) $4 $2 $4

EBT USD $171 $337 $425 $536

Taxes USD ($39) ($110) ($145) ($177)

Net Income - Reported USD $132 $227 $280 $359

Adjustments USD $23 $5 $0 $0

Net Income - Adjusted USD $155 $232 $280 $359

Weighted average diluted shares M 210 212 211 211

CASH FLOW STATEMENT (M$) 2017 2018E 2019E 2020E

Cash Flows from Operating Activities

Net Income USD $132 $227 $280 $359

DD&A USD $149 $133 $145 $167

Taxes Paid USD ($5) $79 $98 $42

Non Recurring/Other USD $30 $9 ($4) ($7)

Operating Cash Flow USD $305 $448 $518 $561

Changes in Working Capital USD ($9) $6 $0 $0

Net Operating Cash Flow USD $297 $454 $518 $561

Cash Flows From Investing Activities ATTRIBUTABLE RESERVES & RESOURCES

Capital Expenditure USD ($165) ($261) ($371) ($284) Au EV AuE* EV

Other USD ($61) ($49) $0 $0 Moz $/oz Moz $/oz

Net Investing Cash Flow USD ($226) ($310) ($371) ($284) P&P Reserves - Production 4.4 $1,095 4.4 $1,095

Cash Flows From Financing Activities P&P Reserves - Production/Development 4.4 $1,095 4.4 $1,095

Equity Issues (net of costs) USD $17 $2 $0 $0 P&P Reserves - All Categories 4.6 $1,036 4.6 $1,036

Net Borrowings USD ($100) ($43) ($11) ($4) Total Measured & Indicated 13.3 $361 13.3 $361

Dividends Paid & Other USD ($3) ($16) ($28) ($42) Total Measured & Indicated & Inferred 20.3 $237 20.3 $237

Net Financing Cash Flow USD ($86) ($57) ($40) ($46)

Increase (Decrease) in Cash USD ($15) $87 $107 $232 *AuE assumes RBC CM long term commodity price forecasts

Cash at End of Year USD $232 $288 $396 $627 OTHER DATA

Operating Free Cash Flow USD $128 $195 $150 $283 Issued Shares M 209.7

Free Cash Flow USD $116 $205 $150 $283 Issued Shares (fully diluted) M 210.8

BALANCE SHEET (M$) 2017 2018E 2019E 2020E NET ASSET VALUE DR (%) M $ $/sh NAV (%)

Cash & Equivalents USD $232 $288 $396 $627 Fosterville 7.0% $1,977 $9.38 58%

Other Current Assets USD $64 $67 $67 $67 Macassa 7.0% $1,215 $5.76 36%

PP&E & Mining Interests USD $1,049 $1,120 $1,347 $1,464 Holt 7.0% $123 $0.59 4%

Other Long Term Assets USD $141 $195 $195 $195 Taylor 7.0% $101 $0.48 3%

Total Assets USD $1,486 $1,670 $2,004 $2,353 Sub-Total 7.0% $3,417 $16.21

Current Liabilities USD $114 $147 $162 $179 Exploration/Equity Holdings $437 $2.07

Long Term Debt USD $39 $23 $9 $0 Sub-Total $3,854 $18.29

Other Long Term Liabilities USD $176 $242 $330 $363 Cash & Working Capital $227 $1.08

Total Liabilities & Minority Interest USD $328 $413 $501 $541 Corporate G&A ($427) ($2.02)

Shareholder Equity USD $1,158 $1,258 $1,503 $1,811 Debt & Leases ($20) ($0.09)

Total Liabilities & Shareholder Equity USD $1,486 $1,670 $2,004 $2,353 Other ($23) ($0.11)

FINANCIAL RATIOS 2017 2018E 2019E 2020E Total Net Asset Value $3,611 $17.14

Return on Equity (ROE) % 15.1% 19.2% 20.3% 21.7% 

Return on Capital (ROIC) % 14.6% 18.8% 20.0% 21.6% Source: Company Reports, RBC Capital Markets estimates
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Valuation
We derive our C$38 target price by applying a 1.5x multiple to Kirkland Lake's underlying NAV
and 15.0x multiple to our 3-year forward sustaining free cash flow forecast. The multiples used
to value Kirkland compare to the multiples used to value the company's Intermediate peers
(1.13x and 11.2x), reflecting Kirkland's favourable fundamental positioning as per our Multiple
Matrix, a proprietary multi-factor weighted model (low jurisdictional risk, high margin mines,
improving reserve lives, and strong operational track-record).

Our Outperform rating on Kirkland Lake is predicated on our expectation for further drill-
bit driven exploration catalysts, solid forecast free cash flow, strong balance sheet, near- and
medium-term growth prospects and low jurisdictional risk. Return to our price target in context
of fundamental positioning supports our Outperform rating.

Risks to rating and price target
The main risks to Kirkland Lake's share price, valuation and rating are related to movements in
the price of gold as well as CAD and AUD. In addition, continued exploration success is required
to support our valuation and price target given our assumption of future reserve/resource
growth. In addition to these risks, Kirkland Lake is also vulnerable to rising energy, material, and
labour costs as well as operational, development, and financial challenges. Changes to fiscal
regimes (taxes/royalties) within Canada/Australia could also impact the company's valuation,
price target, and rating, as could larger-scale M&A given potential shareholder dilution.

Company description
Kirkland Lake Gold is an Intermediate gold producer with operations/projects located in
Canada and Australia. The company's core operations include the high-grade Macassa mine in
Canada and high-grade Fosterville mine in Australia. Its shares are listed on both the Toronto
and New York Stock Exchanges under the symbol "KL".

Kirkland Lake Gold Ltd.
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We derive our C$38 target price by applying a 1.5x multiple to Kirkland Lake's underlying NAV and 15.0x multiple to our 3-year
forward sustaining free cash flow forecast. The multiples used to value Kirkland compare to the multiples used to value the
company's Intermediate peers (1.13x and 11.2x), reflecting Kirkland's favourable fundamental positioning as per our Multiple
Matrix, a proprietary multi-factor weighted model (low jurisdictional risk, high margin mines, improving reserve lives, and strong
operational track-record).

Our Outperform rating on Kirkland Lake is predicated on our expectation for further drill-bit driven exploration catalysts, solid
forecast free cash flow, strong balance sheet, near- and medium-term growth prospects and low jurisdictional risk. Return to our
price target in context of fundamental positioning supports our Outperform rating.

Risks to rating and price target

The main risks to Kirkland Lake's share price, valuation and rating are related to movements in the price of gold as well as CAD and
AUD. In addition, continued exploration success is required to support our valuation and price target given our assumption of future
reserve/resource growth. In addition to these risks, Kirkland Lake is also vulnerable to rising energy, material, and labour costs
as well as operational, development, and financial challenges. Changes to fiscal regimes (taxes/royalties) within Canada/Australia
could also impact the company's valuation, price target, and rating, as could larger-scale M&A given potential shareholder dilution.
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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.
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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.

Kirkland Lake Gold Ltd.

December 17, 2018 Dan Rollins, CFA (416) 842-9893; dan.rollins@rbccm.com 15

https://www.rbccm.com/global/file-414164.pdf?
https://rbcnew.bluematrix.com/sellside/MAR.action
https://www.rbcinsightresearch.com


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
of originality, accuracy, completeness, merchantability and fitness for a particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing,
in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling the GICS or any GICS classifications have any liability for any direct, indirect, special,
punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.

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, 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 receive it. The investments or
services contained in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about
the suitability of such investments or services. This report is not an offer to sell or a solicitation of an offer to buy any securities. 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 analyst compensation is based
in part on the overall profitability of RBC Capital Markets, which includes profits attributable to investment banking revenues. 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 products which may be offered
to their residents, as well as the process for doing so. As a result, the securities discussed in this report may not be eligible for sale in some jurisdictions. RBC
Capital Markets may be restricted from publishing research reports, from time to time, due to regulatory restrictions and/ or internal 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 and/or applicable subject
companies. RBC Capital Markets research reports are current only as of the date set forth on the research reports. This report is not, and under no circumstances
should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the
business of a securities broker or dealer in that jurisdiction. To the full extent permitted by law neither RBC Capital Markets nor any of its affiliates, nor any other
person, accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or the information contained herein. No matter
contained in this document may be reproduced or copied by any means without the prior consent of RBC Capital Markets.

Additional information is available on request.

To U.S. Residents:
This publication has been approved by RBC Capital Markets, LLC (member FINRA, NYSE, SIPC), which is a U.S. registered broker-dealer and which accepts
responsibility for this report and its dissemination in the United States. Any U.S. recipient of this report that is not a registered broker-dealer or a bank acting in
a broker or dealer capacity and that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report, should
contact and place orders with RBC Capital Markets, LLC.
To Canadian Residents:
This publication has been approved by RBC Dominion Securities Inc.(member IIROC). Any Canadian recipient of this report that is not a Designated Institution in
Ontario, an Accredited Investor in British Columbia or Alberta or a Sophisticated Purchaser in Quebec (or similar permitted purchaser in any other province) and
that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report should contact and place orders with RBC
Dominion Securities Inc., which, without in any way limiting the foregoing, accepts responsibility for this report and its dissemination in Canada.
To U.K. Residents:
This publication has been approved by RBC Europe Limited ('RBCEL') which is authorized by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority ('FCA') and the Prudential Regulation Authority, in connection with its distribution in the United Kingdom. This material is not for general
distribution in the United Kingdom to retail clients, as defined under the rules of the FCA. RBCEL accepts responsibility for this report and its dissemination in
the United Kingdom.
To German Residents:
This material is distributed in Germany by RBC Europe Limited, Frankfurt Branch which is regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin).
To Persons Receiving This Advice in Australia:
This material has been distributed in Australia by Royal Bank of Canada - Sydney Branch (ABN 86 076 940 880, AFSL No. 246521). This material has been prepared
for general circulation and does not take into account the objectives, financial situation or needs of any recipient. Accordingly, any recipient should, before acting on
this material, consider the appropriateness of this material having regard to their objectives, financial situation and needs. If this material relates to the acquisition
or possible acquisition of a particular financial product, a recipient in Australia should obtain any relevant disclosure document prepared in respect of that product
and consider that document before making any decision about whether to acquire the product. This research report is not for retail investors as defined in section
761G of the Corporations Act.
To Hong Kong Residents:
This publication is distributed in Hong Kong by Royal Bank of Canada, Hong Kong Branch, which is regulated by the Hong Kong Monetary Authority and the Securities
and Futures Commission ('SFC'), RBC Investment Services (Asia) Limited and RBC Investment Management (Asia) Limited, both entities are regulated by the SFC.
Financial Services provided to Australia: Financial services may be provided in Australia in accordance with applicable law. Financial services provided by the Royal
Bank of Canada, Hong Kong Branch are provided pursuant to the Royal Bank of Canada's Australian Financial Services Licence ('AFSL') (No. 246521.)

Kirkland Lake Gold Ltd.

December 17, 2018 Dan Rollins, CFA (416) 842-9893; dan.rollins@rbccm.com 16



To Singapore Residents:
This publication is distributed in Singapore by the Royal Bank of Canada, Singapore Branch, a registered entity licensed by the Monetary Authority of Singapore.
This material has been prepared for general circulation and does not take into account the objectives, financial situation, or needs of any recipient. You are advised
to seek independent advice from a financial adviser before purchasing any product. If you do not obtain independent advice, you should consider whether the
product is suitable for you. Past performance is not indicative of future performance. If you have any questions related to this publication, please contact the Royal
Bank of Canada, Singapore Branch. Royal Bank of Canada, Singapore Branch accepts responsibility for this report and its dissemination in Singapore.
To Japanese Residents:
Unless otherwise exempted by Japanese law, this publication is distributed in Japan by or through RBC Capital Markets (Japan) Ltd. which is a Financial Instruments
Firm registered with the Kanto Local Financial Bureau (Registered number 203) and a member of the Japan Securities Dealers Association ("JSDA").

.® Registered trademark of Royal Bank of Canada. RBC Capital Markets is a trademark of Royal Bank of Canada. Used under license.
Copyright © RBC Capital Markets, LLC 2018 - Member SIPC

Copyright © RBC Dominion Securities Inc. 2018 - Member Canadian Investor Protection Fund
Copyright © RBC Europe Limited 2018

Copyright © Royal Bank of Canada 2018
All rights reserved

Kirkland Lake Gold Ltd.

December 17, 2018 Dan Rollins, CFA (416) 842-9893; dan.rollins@rbccm.com 17


