
KazakhGold Group Limited
Report & Accounts
26 September to 31 December 2005



Aktöbe

Oral

Atyrau

Kostanay

Arkalyk

Petropavl

Pavlodar

Karaghandy

Shymkent

Kyzylorda

Zhambyl
Almaty

Öskemen

-

Aktau

T U R K M E N I S T A N

U Z B E K I S T A N
K Y R G Y Z S T A N

KUARAGHANDY

EAST KAZAKHSTAN

AKMOLA

ASTANA

KOSTANAY

AKTOBE
ATYRAU

ALMATY

ZHAMBYL

PAVLODAR

C H I N A

R U S S I A N  F E D E R A T I O N

C A S P I A N
S E A

A R A L
S E A

NORTH KAZAKHSTAN

WEST KAZAKHSTAN

MANGGHYSTAU

KYZYLORDA

Boldykol & Zhanan

Zholymbet
Southern

Karaultube

Zones 1 & 2
of Akshatu

Stepnogorsk

Aksu
Kyzylsorskoe

Bestobe

Mines in production

Properties acquired - July 2005

New licences awarded - December 2005

Akzhal Vasilevskyi
Pridorojnoe

Kaskabulakskoe

KazakhGold Group Limited is the largest
specialised gold mining company in Kazakhstan.
We estimate our gold reserves and resources to
be the largest known in the country. We are
developing rapidly, and aiming to become a
leading low-cost central Asian gold producer.

In 2005, we acquired eight new properties 
in Kazakhstan, adding to our three existing
operational mines.

KazakhGold Group Limited 



Financial
Review

The fourteen weeks from 26
September to 31 December 2005
is the first period for which the
Group is reporting financial
results, following its incorporation
in Jersey on 26 September 2005.
The financial statements have
been prepared in accordance
with International Financial
Reporting Standards (IFRS).

On 12 October 2005 the Group acquired 
the entire issued units of Romanshorn LC
AG, from Kanat Assaubayev and Marussya
Assaubayeva for nil consideration.
Romanshorn is the holding company of 
the Group’s main operating subsidiary,
Kazakhaltyn. At that date, Kazakhaltyn had
cash and cash equivalents of US$0.5 million.

Revenue for the period was US$20.4 million,
with slightly over half of sales made to
Kyrgyzstan and the remainder to Switzerland,
Russia and Kazakhstan. The cost of sales was
US$14.9 million, leaving a gross profit of
US$5.5 million. After allowing for other
operating income and expenses, an operating
loss of US$713,000 resulted for the period.

Interest charged to the consolidated income
statement in the period, on the Group’s fixed
rate bank debt and its floating rate bonds,
was US$647,000. The loss before tax was
US$1.1 million. After the deduction of
US$1.1 million in tax, the loss attributable 
to equity shareholders was US$2.2 million.
Basic (and diluted) losses per share were
US$0.05.

The Group’s revenues are denominated in 
US dollars, while its costs are predominantly
in Kazakh tenge, except for some equipment
and a small number of consumables
purchased internationally. Hedging is not
used to cover this foreign currency risk, as 
it could impact the Group’s intention of
being an unhedged gold producer. Further
information on the management of the
Group’s financial risks is contained in Note
29a of the financial statements.

The cash cost of gold production for the
period was US$210/oz, while the average
gold price achieved on sales made in the
period was US$448/oz.

The most significant impact on the Group’s
cash flow last year was its IPO in November.
The primary issue of 7.1 million GDRs, at
US$15/GDR, raised some US$97.4 million
net of costs for reinvestment in the Group. 
A significant proportion of the proceeds
have been allocated for investment in 2006,
for the expansion and upgrading of the
Group’s ore processing facilities, for mine
development and exploration. Of the
balance, US$6.3 million was used to 
repay borrowings during the period and 
the remainder was used for working 
capital purposes.

Operating cash flow from 26 September
2005 to the year-end was US$5.1 million.
The Group had cash and cash equivalents 
at the end of the period of US$87.9 million.

At 31 December 2005, the Group had debt
of US$46.6 million made up of floating rate
tenge bonds and US dollar and tenge
denominated fixed rate debt and finance
leases. The bonds have a variable coupon
capped at 13 per cent, which in 2005
amounted to an effective rate of 10.6 per
cent over the period. The fixed rate US dollar
and tenge debt, meanwhile, had coupons 
of 13 to 15 per cent. In 2006, the Group
intends to pay down all this relatively high
cost debt using proceeds from the IPO. The
Group will continue to manage actively its
borrowings to ensure that their cost remains
competitive and that they reflect 
the Group’s size and potential.

Looking ahead, the Group is examining
financing and technical options for an
accelerated development plan for its mines.
It is confident that any such plans, if
implemented, can be financed through
additional debt, without compromising 
the Group’s long-term financial stability 
and operational flexibility.
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Kanat Shaikhanovich Assaubayev 1

President & Chief Executive Officer

Kanat Assaubayev has been President of Kazakhaltyn

since 1999, and was also a member of the Board of

Directors of Kazakhaltyn from 2001 until 2004,

subsequently being re-elected a Director in February

2005. Between 1991 and 1999, he established and

participated in the management of a number of

companies in Kazakhstan, in several different industrial

sectors, some of which provided goods and services to

various Kazakh government ministries. He graduated

from the Kazakh Polytechnic Institute in 1970, and

subsequently received a candidate of science degree from

The Institute of Systemic Analysis in Moscow in 1978. In

1985 he was awarded a doctor of science degree from

the Institute of Steel and Alloys in Moscow. 

Member of the Health, Safety and Environment

Committee

Baurzhan Kanatovich Assaubayev 2

First Deputy Chief Executive Officer

Baurzhan Assaubayev is a Vice President of Kazakhaltyn,

where he has been responsible for gold mining and

processing operations since 1999. He graduated from the

Kazakh National Technical University in 1992, where he

specialised in system software development. In 1996 he

received a candidate of science degree, from the same

university, in the automation of technological processes

and production cycles.

Aidar Kanatovich Assaubayev 3

Deputy Chief Executive Officer - 

Corporate Development  

Aidar Assaubayev is a Vice President of Kazakhaltyn,

which he joined in 1999. His responsibilities there include

the supervision of the legal department, international

activities and the introduction of new mining and

processing technologies. In 2000, he graduated with

honours from the Kazakh National Technical University,

where he specialised in engineering and economics. In

2006 he will receive a candidate of science degree from

the Institute of Systemic Analysis in Moscow.

Member of the Health, Safety and Environment

Committee

Marussya Maralovna Assaubayeva 4

Deputy Chief Executive Officer - 

Health, Safety, Environment and HR 

From 2000 to 2001, Mrs Assaubayeva was Vice President

of Kazakhaltyn, and was Director and Deputy

Chairperson of the Board of Directors between 2001 and

2004. In 2005 she was re-elected as a Director and

Deputy Chairperson of the Board of Directors. She

graduated from the pharmaceutical department of the

Almaty Medical Institute in 1972.

Member of the Health, Safety and Environment

Committee
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Lord Daresbury 5

Non-Executive Chairman

Peter Daresbury joined the Board in October 2005. He

served as the Chairman of De Vere Group plc from 2000

until 2006. Between 2002 and 2005 he was Executive

Chairman of Highland Gold Mining Limited. He has an 

MA in History from Magdalene College, Cambridge

University and also received a Sloan Fellowship from the

London Business School.

Member of the Audit and Remuneration Committees

Toktarkhan Kozhagapanov 6

Non-Executive Director 

Toktarkhan Kozhagapanov has been Chairman of the Board

of Kazakhaltyn since 2001. Between 1993 and 1997 he

served as Chairman of the Supervisory Board of JSC Turan

Bank, leaving to become a Vice Governor of the Almaty

region between 1997 and 2001. He graduated from the

Kazakh Polytechnic Institute and the National Academy of

Economics of the USSR Council of Ministers. He also has a

candidate of science degree in Economics. In 1989, he

received the title of Honoured Economist of the Republic

of Kazakhstan. In 2005 he was awarded the Kurmet

Order, a prestigious national award, by a decree of the

President of Kazakhstan.

Member of the Audit and Remuneration Committees

David Netherway 7

Non-Executive Director

David Netherway has nearly 30 years of experience in the

mining industry. From 2002, he served as Chief Executive

Officer of the Toronto-listed Afcan Mining Corporation, a

China-focused gold mining company, until its takeover by

Eldorado Gold Corporation in 2005. He has been involved

in the construction and development of the Iduapriem,

Siguiri and Kiniero gold mines in West Africa. Prior to

joining Afcan, he held senior management positions in a

number of mining companies, including Golden Shamrock

Mines, Ashanti Goldfields and Semafo.

He received a BE in Mining Engineering from the University

of Melbourne in 1975 and a Certified Diploma in

Accounting and Finance from the Chartered Association

of Certified Accountants in the United Kingdom in 1985.

Chairman of the Health, Safety and Environment

Committee; Chairman of the Remuneration Committee;

Member of the Audit Committee 

Stephen Oke 8

Non-Executive Director

Stephen Oke has some 30 years of mining operational

management, and natural resources investment banking

experience. He has held senior positions with Standard

Bank, NM Rothschild & Sons Ltd, Merrill Lynch and Smith

Newcourt. He has also worked with the UK National Coal

Board, AngloVaal Mining (Johannesburg), BP Coal (Pty)

Ltd and Johannesburg Consolidated Investment Ltd. He is

a Non-Executive Director of International Ferro Metals

Ltd. He has an honours degree in Geology from the

University of Southampton and an MBA from the

University of the Witwatersrand Graduate School of

Business, in Johannesburg.

Chairman of the Audit Committee; Member of the

Remuneration Committee
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