
June 2018 

Chaarat Gold 
Proposal to Acquire Kumtor Gold Mine from Centerra Gold 



2 CHAARAT GOLD HOLDINGS LIMITED 

THE COMPANY’S SECURITIES HAVE NOT BEEN REGISTERED AND WILL NOT BE  
REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “U.S.  
SECURITIES ACT”) OR ANY U.S. STATE SECURITIES LAWS AND MAY NOT BE 
OFFERED AND SOLD IN THE UNITED STATES EXCEPT PURSUANT TO A 
REGISTRATION STATEMENT OR AN  EXEMPTION FROM REGISTRATION UNDER THE 
U.S. SECURITIES ACT. 
The information contained in the Presentation includes unpublished price sensitive  
information. Accordingly recipients of the Presentation acknowledge that dealing in  
or encouraging others to deal in any securities of the Company or disclosing such  
information before it is made public may constitute a criminal offence. In receiving  
the Presentation and/or attending the presentation, you are deemed to have  
agreed to be treated as an “insider” in relation to the information contained in the  
Presentation, understood such duties and responsibilities and have agreed to  
comply with the same. Accordingly, you agree to treat this information in strict  
confidence and not to disclose such information to any other person. You  
acknowledge that you are aware that securities laws may prohibit any person who  
is in possession of material non-public information about a public company from  
purchasing or selling securities of such company. 

This presentation, the presentation made to you verbally and any other  
information provided to you (in writing or otherwise) in connection with the  
Company and its business (the “Presentation”) has not been independently  
verified, does not purport to contain all information that a prospective investor 
may require and is subject to updating, revision and amendment. The Presentation 
has not been approved by the London Stock Exchange plc or by any authority  
which could be a competent authority for the purposes of the Prospectus Directive  
(Directive 2003/71/EC). This Presentation neither constitutes nor forms nor should  
be construed as constituting or forming part of any offer or invitation to sell or any  
solicitation of any offer to purchase or to subscribe (each a “Transaction”) for any  
securities in the Company or any other body corporate in any jurisdiction (“the  
Company Securities”) in which that solicitation or sale would be unlawful or an  
invitation or inducement to engage in investment activity under section 21 of the  
Financial Services and Markets Act 2000, as amended (“FSMA”). This Presentation  
shall not, in whole or part, form the basis of or be relied on in connection with any  
contract. This Presentation does not constitute an invitation to effect any  
Transaction with the Company nor to make use of any services provided by the  
Company. The Presentation is confidential and is being supplied to you solely for  
your information and may not be reproduced, re-distributed, transmitted or  
passed, directly or indirectly, to any other person or published in whole or in part  
for any purpose. 

No reliance may be placed for any purpose whatsoever on the information  
contained in this Presentation or on any assumption made as to its completeness.  
No undertaking, representation, warranty or other assurance, express or implied,  
is made or given by or on behalf of the Company or its nominated adviser and 

broker, Numis Securities Ltd (each a “Company Adviser”), or any of their  
respective affiliates or any of such persons’ directors, officers, partners, 
employees, agents or advisers or any other person as to the adequacy, accuracy,  
completeness or reasonableness of the information or opinions contained in the  
Presentation and no responsibility or liability is accepted by any of them for any  
such information or opinions or for any errors, omissions, misstatements,  
negligence or otherwise for any other communication written or otherwise. 
Prospective investors should conduct their own independent investigation and  
analysis of the Company and the information contained in the Presentation and  
are advised to seek their own professional advice on the legal, financial and  
taxation consequences of making an investment in the Company. 

The information and opinions contained in this Document are provided as at the  
date of this Presentation and are subject to change without notice. In furnishing  
this Presentation, the Company does not undertake or agree to any obligation to  
provide the attendees with access to any additional information or to update this  
Presentation or to correct any inaccuracies in, or omissions from, this Presentation  
that may become apparent. 

No Company Adviser has approved (for the purposes of section 21 of the Financial  
Services and Markets Act 2000 (“FSMA”)) the contents of, or any part of, the  
Presentation. The Presentation is only being issued to and directed at and may  only 
be received by persons who: (a) in the UK: (i) have professional experience in  
matters relating to investments and who fall within the exemptions contained in  
Articles 19 or 49 of the Financial Services and Markets Act 2000 (Financial  
Promotion) Order 2005, as amended (investment professionals and high net worth  
companies, unincorporated associations etc.); and (ii) are a “qualified investor”  
within the meaning of Section 86(7) of the FSMA; or (b) are otherwise permitted  by 
the laws of the jurisdiction in which they are resident to receive it. It is a  condition 
of your receiving the Presentation that you fall within one of the  categories of 
persons described above and you warrant to the Company and each  Company 
Adviser that: (a) you fall within one of the categories of persons  described above; 
(b) you have read, agree to and will comply with the terms of this  disclaimer; and 
(c) you will conduct your own analyses or other verification of the  information set 
out in the Presentation and will bear the responsibility for all or  any costs incurred 
in doing so. Persons who do not fall within one of the categories  of persons 
described above should not rely on the Presentation nor take any  action upon it, 
but should return it immediately to the Company at the following  address: Chaarat 
Gold Holdings Limited c/o Central Asia Services Limited, 12 West  Links, Tollgate, 
Chandler’s Ford, Hampshire SO53 3TG. 

In particular, neither this Presentation nor any copy of it may be taken,  
transmitted or distributed, directly or indirectly, in or into Japan, the Republic of  
South Africa, Canada or the United States of America, its territories or  
possessions or passed to US persons (as defined in Regulation S of the United  
States Securities Act of 1933 (as amended) or any other country outside the  
United Kingdom where such distribution may lead to a breach of law or  
regulatory requirements. Distribution of this Presentation or any copy of it in  
Japan, the Republic of South Africa, Canada or the United States or other  country 
may be restricted by law and may constitute a violation of the securities  laws of 
such jurisdiction. 

This Presentation contains or incorporates by reference “forward-looking  
information” which means disclosures regarding possible events, conditions, 
acquisitions, or results of operations that are based on assumptions about future  
conditions and courses of action and include future oriented financial information  
with respect to prospective results of operations, financial position or cash flows  
that are presented either as forecasts or as projections and also includes, but is  not 
limited to, statements with respect to the future financial and operating  
performance of the Company, its current and proposed subsidiaries and affiliates  
and its current and proposed mineral projects, the future price of gold, estimations  
of mineral reserves and resources, the realisation of mineral reserve estimates,  the 
timing and amount of estimated future production, costs of production,  working 
capital requirements, capital and exploration expenditures, costs and  timing of 
mine development, processing facility construction and the development  of new 
deposits, costs and timing of future exploration, requirements for  additional 
capital, government regulation of mining operations, environmental  risks, 
reclamation expenses, title disputes or claims, limitations of insurance  coverage 
and the timing and possible outcome of pending litigation and regulatory  matters. 
Often, but not always, forward-looking statements can be identified by 
the use of words such as “plans”, “proposes”, “expects”, “is expected”, “budget”,  
“scheduled”, “estimates”, “forecasts”, “intends”, “anticipates”, or “believes” or  
variations (including negative variations) of such words and phrases, or statements  
that certain actions, events or results “may”, “could”, “would”, “might” or “will” be  
taken, occur or be achieved. Forward-looking statements involve known and  
unknown risks, uncertainties and other factors which may cause the actual results,  
performance or achievements of the Company and/or its current and proposed  
subsidiaries and affiliates to be materially different from any future results,  
performance or achievements expressed or implied by the forward-looking  
statements. Such factors include, among others, general business, economic,  
competitive, political and social uncertainties; the actual results of current  
exploration activities; the actual results of reclamation activities; the outcome of  
negotiations, conclusions of economic evaluations and studies; changes in project  
parameters and returns as plans continue to be refined; future prices of gold;  
possible variations of ore grade or recovery rates; failure of plant, equipment or  
processes to operate as anticipated; accidents, labour disputes and other risks of  
the mining industry; political instability; insurrection or war; political uncertainty;  
arbitrary changes in law, delays in obtaining governmental approvals or financing  or 
in the completion of development or construction activities. As a result, actual  
actions, events or results may differ materially from those described in forward-  
looking statements. There may be other factors that cause actions, events or  
results to differ from those anticipated, estimated or intended. Forward-looking  
statements contained in this Presentation are made as of the date of this  
Presentation and the Company disclaims any obligation to update any forward-  
looking statements, whether as a result of new information, future events or  
results or otherwise. There can be no assurance that forward-looking statements  
will prove to be accurate, as actual results and future events could differ materially  
from those anticipated in such statements. Accordingly, readers should not place  
undue reliance on forward-looking statements due to their inherent uncertainty. 

By attending or receiving this Presentation, you agree to be bound by the  
foregoing provisions. 

Disclaimer 
THIS DOCUMENT HAS BEEN PREPARED BY CHAARAT GOLD HOLDINGS LIMITED  (THE 
“COMPANY”) SOLELY FOR USE AT PRESENTATIONS. THE COMPANY’S  PRINCIPAL 
ACTIVITY IS THE EXPLORATION FOR AND DEVELOPMENT OF GOLD AND  OTHER 
METALS IN THE WESTERN PART OF THE KYRGYZ REPUBLIC. THE SECURITIES  
REFERRED TO IN THIS DOCUMENT ARE HIGHLY SPECULATIVE AND INVOLVE A HIGH  
DEGREE OF RISK AND SHOULD NOT BE PURCHASED BY PERSONS WHO CANNOT  
AFFORD THE LOSS OF THEIR ENTIRE INVESTMENT. 



1. Premium based on Centerra’s 2018 investor presentation. Further details are set out on slide 5. 

Transaction 

Structure 

• Chaarat’s proposed acquisition of Kumtor would form part of a three-way transaction among Chaarat, 

Centerra and the Kyrgyz state consortium, Kyrgyzaltyn (Centerra’s largest shareholder) 

• Chaarat has proposed that Chaarat and Kyrgyzaltyn acquire Kumtor from Centerra in an arrangement 

that will give: 

• Chaarat ownership of Kumtor’s common equity, as well as management and operational control of 

the mine; and 

• Kyrgyzaltyn ownership of Kumtor’s preferred equity and an entitlement to 50% of the free cash flow 

from Kumtor 

• The deal is subject to the approval of the Kyrgyz government, which is focused on maximising the 

economic benefits for the Kyrgyz Republic 

Consideration 

• US$800 mm consideration, comprising: 

• US$400 mm cash to be paid by Chaarat; and 

• Transfer of US$400 mm of Centerra shares held by Kyrgyzaltyn back to Centerra 

• Chaarat’s proposal represents a 58% premium to the implied market value of Kumtor(1) 

Chaarat’s Proposal Is Compelling and Beneficial to All Stakeholders 
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1. Premium based on Centerra’s 2018 investor presentation. Further details are set out on slide 5. 

Benefits to Centerra 

Shareholders 

• Proposal represents a 58% premium to the implied market value of Kumtor (~US$507 mm)(1) 

• Sale of an asset that has been the primary source of negative publicity for Centerra in recent years, potentially 

leading to a re-rating in its share price 

• Rebalances portfolio toward North America 

• Cash consideration can be used to accelerate the development of North American growth assets 

• Enhances capital structure / liquidity 

Benefits to Kyrgyz 

Government & 

Country 

 

• 100% of the profits from Kumtor will be reinvested in-country given Chaarat’s intention to use 50% of its profits to 

develop Tulkubash and Kyzyltash, a commitment that equates to a ~US$600 mm investment program leading to 

the creation of another major mining enterprise with up to 400 koz Au production 

• Gives the government a direct 50% participation in Kumtor dividends (for comparison, FCF from Kumtor in the last 

three years was ~US$580 mm vs. dividends to the Government from Centerra over the same period of ~US$16 

mm) 

• Additional revenue can be invested in the Kyrgyz economy and population as the government sees fit 

Benefits to Chaarat 

 

• Chaarat’s long standing operational history in-country, allows the Company to leverage its best in class practises, 

management capabilities and operational platform to create a leading intermediate producer in partnership with the 

Kyrgyz Republic 

• Significantly increases the potential scale of Chaarat’s operations and has the potential to transform the company 

into a leading junior/intermediate producer 

• Kumtor cash flows will be invested to develop its Tulkubash and Kyzyltash assets in the Kyrgyz Republic, with the 

potential of up to 400 koz Au production in addition to the production of Kumtor 

 

Chaarat’s Proposal Provides Significant Benefits to All Stakeholders 
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Kumtor % of Centerra NAV % 31%

Centerra Market Capitalisation
(2) (US$ mm) $1,636

Implied Market Value of Kumtor (US$ mm) $507

Value of Chaarat's Proposal (US$ mm) $800

Implied Premium (%) 58%
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Chaarat’s Proposal Provides Substantial Premium to Centerra and Its 

Shareholders 

• In Centerra’s May 2018 investor presentation, Centerra stated that 

Kumtor accounted for 31% of NAV 

• Based on Centerra’s market capitalisation of US$1.6 bn(2), this 

implies a market value of ~US$507 mm for Kumtor 

• Chaarat’s proposal to acquire Kumtor for US$800 mm therefore 

represents a 58% premium to the implied market value of Kumtor 

Centerra’s Asset NAV Breakdown(1) 

Source: Company filings 

1. Taken from Centerra’s May 2018 Investor Presentation. 

2. Market capitalisation as of 28 May 2018. 

 

 

Implied Premium Calculation 

Proposal Represents a 58% Premium to Implied Market Value 

Market Commentary On The Attractiveness Of Chaarat’s Proposal 

“…if a deal for Kumtor could be reached for cash at a fair value it is possible that Centerra 

shares could rerate, as we believe Kumtor trades at a discount to NAV given the historical 

jurisdictional uncertainty in the Kyrgyz Republic” 

            

 - Raymond James, 16-May-2018 

“Centerra Gold faced several disagreements with the Kyrgyz government and state-owned 

miner Kyrgyzaltyn over the profits from Kumtor in recent months” 

“Experts and deputies believe that the authorities should consider Chaarat’s offer” 

 

- Mining.com, 01-May-2018 



Chaarat’s Proposal Enables Centerra’s Strategy of Shifting Away From Kumtor 

to Centerra’s Stated Priority Jurisdictions 
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Overview 
• Acquisition of Thompson Creek Metals in October 2016 

in a cash and share transaction worth US$937 mm  

Transaction 

Rationale 

• Created a more balanced geopolitical risk profile with the 

diversification away from the Kyrgyz Republic 

• Potential tax synergies to be gained from the utilisation of 

Canadian tax benefits 

• Stronger pro-forma balance sheet 

• Significantly increased exposure to gold, while retaining 

optionality in molybdenum assets 

Thompson Creek Acquisition Aurico Metals Acquisition 

Overview 
• Acquisition of AuRico Metals in January 2018 in a cash 

transaction worth US$218 mm  

Transaction 

Rationale 

• Further diversify and de-risk Centerra’s asset portfolio 

away from the Kyrgyz Republic 

• Potential synergies between Kemess and Mount Milligan 

• Addition of a near-term de-risked growth opportunity with 

over C$1 bn of existing infrastructure  

• Meaningful return to shareholders supported with cash 

flow generative royalty portfolio  

“Diversifying political risk needed to happen…Centerra’s NAV has historically been 

weighed towards Kumtor…in our view, this has resulted in the company trading at 

significantly lower valuation multiples versus its peers” 

- Scotiabank, 20-Jul-16  

 

 

“The acquisition improves the overall geopolitical risk with the addition of the Canadian 

assets” 

- RBC, 7-Nov-17 

 

“Enhances Centerra’s current high quality producing platform with a balanced geopolitical risk profile. 

• NAV from Canada/US assets increases from 12% to 47% 

• 40% of total pro-forma gold reserves derived from Canada” 

Comment by Centerra In Relation to 

the Thompson Creek Acquisition 

Source: Centerra filings, Broker research 

1. Reuters, Centerra Gold to buy Thompson Creek Metals for $1.1 billion including debt, https://www.reuters.com/article/us-thompson-creek-m-a-centerra-gold-idUSKCN0ZL2IF 

2. 4 Mining.com, Centerra Gold to buy AuRico Metals in $243 mm friendly deal, http://www.mining.com/centerra-gold-to-buy-aurico-metals-in-cdn310-million-friendly-deal/  

3. Mining.com, Done deal: Centerra Gold buys Thompson Creek for $1.1 billion, http://www.mining.com/done-deal-centerra-gold-buys-thompson-creek-for-1-1-billion/  

“Half of the value of all our assets will now be domiciled in Canada. I really think we 

have absolutely transformed the company in a very favourable way” – Scott Perry(1) 

- Reuters, 5-Jul-16 

 

“Centerra has been shopping for assets in safer jurisdictions”(2) “Centerra also reduces 

its reliance on Kumtor mine in Kyrgyzstan for cash flow, as the associated risks to such 

operation have proved a drag on the company’s market valuation”(3) 

- Mining.com, 20-Oct-16 & 7-Nov-17 
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11-Sep-17
Centerra and its subsidiaries entered into a 
settlement agreement with  Government of

the Kyrgyz Republic   

25-May-16
Bishkek Inter-District Court in the Kyrgyz Republic 
ruled against Kumtor Operating Company on an 

environmental claim    

2-Jun-14
Kumtor mine shutdown

due to an absence of an approved mine plan   

5-Dec-11
Transfer of supplies to Kumtor interrupted by an 

illegal roadblock set up by protestors   

12-May-08
Vice-Speaker of Parliament filed lawsuit against the 
Kyrgyz Government to annul the decree approving 

the 2013 Kumtor Agreement   

30-Aug-07
Centerra and Kyrgyz government reach agreement 

on outstanding issues regarding Kumtor   

24-Dec-13
Entered into an agreement for restructuring 

transaction   

1-Oct-10
Mining work suspended at 
Kumtor due to strike action   

13-Jun-14
Received the  approval of its 2014 Kumtor mine plan   

14-Dec-12
Kumtor received five claims from the State 

Inspectorate Office for Environmental and Technical 
Safety under the Govt. of the Kyrgyz Republic for 

US$152 mm   

18-Jun-12
Kyrgyz Parliament passed a resolution to initiate 

revisions to the 2009 agreement between Centerra 
and the Kyrgyz government   

6-Feb-12
Mining work suspended at
Kumtor due to strike action   

22-Oct-07
Kyrgyz President issued a decree to dismiss existing 
Parliament, resulting in a delay of the approval of the 

Kumtor Agreement   

--

$12

$24

$36

$48

Jan-07 Feb-08 Mar-09 Apr-10 May-11 Jun-12 Jul-13 Aug-14 Sep-15 Oct-16 Nov-17

S
h

a
re

 P
ri

c
e
 (

C
$

)

Centerra Peer Index

3.9x  

7.9x  7.3x  6.9x  
5.9x  5.4x  5.2x  4.9x  4.6x  4.3x  4.2x  

5.3x  

Kirkland Lake Alamos SSR Mining IAMGOLD Yamana New Gold B2Gold Detour OceanaGold Kinross Median Centerra

0.7x  

1.7x  

1.2x  
1.0x  1.0x  1.0x  0.9x  0.9x  0.9x  

0.7x  
0.6x  

1.0x  

Kirkland Lake B2Gold IAMGOLD Yamana Kinross OceanaGold SSR Mining New Gold Alamos Detour Median Centerra

Centerra’s Share Price Is Weighed Down by Its Exposure to Kumtor 
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EV / NPV 

2018E  

EV / EBITDA 

Source: FactSet, broker research 

1. Index is based on an equal weight of Centerra’s peer set and is expressed in CAD. The same peers used in the EV/NPV and EV/2018E EBITDA charts are used in the share price chart. 

 

(1) 

~30% Discount to Peers 
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1. Azattyk "Become lawyers of Centerra" - Isakov's decision on Kumtor did not suit the deputies https://rus.azattyk.org/a/kyrgyzstan-kumtor-isakov/29174680.html 

2. Gezitter, Kumtor" estimated at 800 million dollars, http://www.gezitter.org/economics/69733_kumtor_otsenili_v_800_mln_dollarov/ 

3. Akipress.com, Prime Minister of Kyrgyzstan met a week ago with CEO of Centerra Scott Perry https://akipress.com/news:606762 

 

 

 

 

 

 

 

 

 

 

 

 

Status-Quo Is Unsustainable for Centerra 

• Given the international focus of Centerra’s corporate strategy, long-term alignment between the Kyrgyz Republic and the 

company over the management, development and revenues of Kumtor is likely to remain elusive 

• The strategy to diversify Kumtor specific risks through acquisitions has been complicated by Kyrgyzaltyn, which has three 

seats on the Company’s 11-member board, which voted against the Thompson Creek takeover because the deal would 

dilute its holdings 

• Public and political opinion in the Kyrgyz Republic is against the status quo 

• The Kyrgyz government has long sought to renegotiate its 2009 agreement with Centerra to secure a bigger share of 

income 

• Some MPs have branded the putative deal with Centerra “treacherous”(1). An article in Gezitter reported sharp criticism of 

the agreement in Parliament(2) 

• Four days after the appointment of Prime Minister Sapar Isakov on September 11, 2017, he signed an agreement with 

Centerra, designed to end many years of disputes with the gold mining company. This is subject to approval by Parliament, 

which has still not ratified the agreement. Meanwhile, Isakov’s government fell in April 2018, following a parliamentary vote 

of no confidence 

• On 25 May 2018, Centerra announced a second extension to the longstop date in the Strategic Agreement with the Kyrgyz 

government to 22 June 2018 (originally 31 May 2018) 

• Following the meeting with the new Prime Minister on 16 May 2018, Centerra management acknowledged that no 

agreement had been reached, stating that they need to “bring together the position of the Kyrgyz Republic and the 

Board of Directors of the company”(3) 

 

https://rus.azattyk.org/a/kyrgyzstan-kumtor-isakov/29174680.html
https://rus.azattyk.org/a/kyrgyzstan-kumtor-isakov/29174680.html
https://rus.azattyk.org/a/kyrgyzstan-kumtor-isakov/29174680.html
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https://rus.azattyk.org/a/kyrgyzstan-kumtor-isakov/29174680.html
http://www.gezitter.org/economics/69733_kumtor_otsenili_v_800_mln_dollarov/
https://protect2.fireeye.com/url?k=a2cc1b3474f94a24.a2ccfefc-c547d217d2dc8137&u=https://akipress.com/news:606762
https://protect2.fireeye.com/url?k=a2cc1b3474f94a24.a2ccfefc-c547d217d2dc8137&u=https://akipress.com/news:606762
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Chaarat’s Proposal Provides Substantial Benefits to the Kyrgyz Republic 

• The Kyrgyz Republic will both simplify and increase its holdings in the Kumtor mine 

• The Republic will benefit from a 50% share of free cash flow, in addition to the 14% revenue tax it currently receives 

• The Government’s earnings from the mine will increase significantly from an estimated US$600 mm, to an estimated 

US$1.2 bn(1) under Chaarat over Kumtor’s remaining life-of-mine 

• The other 50% of the free cash flow from the mine will go to Chaarat and 100% of that income will be reinvested in the 

development of Chaarat’s Kyrgyz mining assets, delivering further benefits to the Kyrgyz economy 

• With this reinvestment, Chaarat intends to build another world class mine like Kumtor 

• Chaarat’s proposal would see earnings equivalent to 10% of the Kyrgyz Republic’s annual GDP remain in the country 

• As shown in the table below, under Chaarat’s proposal, the Kyrgyz government would have received US$220.5 mm from 

Kumtor in 2017 

Note: Economic analysis assumes that all free cash flow generated by Kumtor at the operating level is distributed in the form of dividends on a 50/50 basis between the Kyrgyz Republic and Chaarat. 

1. Includes taxes payable to the Kyrgyz government and 50% attributable free cash flow from Kumtor. 

2. As per Kumtor Gold Company 2017 full year results (https://www.kumtor.kg/wp-content/uploads/2018/03/Basic_Operating_Results_2017_en.pdf) 

3. 2017 Kumtor Free Cash Flow disclosed in Centerra’s April 2018 Investor Presentation (page 9) (https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf) 

Item
2017 Actual

(US$ mm)

Implied 2017 Under CGH

Proposal (US$ mm)

Total Free Cash Flow (before Taxes & Other Mandatory Payments) $314.5 $314.5

Taxes & Other Mandatory Payments to Government $126.5 $126.5

Net Free Cash Flow $188.0 $188.0

50% Share of Free Cash Flow -- $94.0

Total Proceeds to Government $126.5 $220.5

% Total Free Cash Flow (before Taxes & Other Mandatory Payments) 40.2% 70.1%

(2) 

(3) 

(2) 

(3) 

https://www.kumtor.kg/wp-content/uploads/2018/03/Basic_Operating_Results_2017_en.pdf
https://www.kumtor.kg/wp-content/uploads/2018/03/Basic_Operating_Results_2017_en.pdf
https://www.kumtor.kg/wp-content/uploads/2018/03/Basic_Operating_Results_2017_en.pdf
https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
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https://s3.amazonaws.com/cg-raw/cg/events_presentations/April-2018-Investor-v3.pdf
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The Kyrgyz Republic Faces a Number of Challenges Exacerbated by a 

Status-Quo 

• The Kyrgyz Republic is 184th on the global GDP per capita list(1) and 32% of the population(2) live below the national poverty 

line 

• China currently holds 41% of the Kyrgyz Republic’s external government debt(3) 

• The country is also running a sizable budget deficit that means, in the short term, further government debt is unavoidable(4)  

• Indeed, after completion of the Belt & Road Initiative (BRI), Chinese held Kyrgyz Republic debt is expected to increase to 

70%(5) 

• The Kyrgyz Republic was recently highlighted in a U.S. Center for Global Development’s report expressing particular 

concern for eight countries which it considered to be at particular risk of debt distress within the China BRI: “While currently 

considered to be at a “moderate” risk of debt distress, the Kyrgyz Republic remains vulnerable to shocks resulting from a 

sizeable exchange rate depreciation exacerbated by the scaling up of public investments”(6) 

• In addition, the country still lags behind other nations in Asia (such as Mongolia or Turkmenistan) in both absolute and 

relative terms(7) 

• Infrastructure investment is needed 

• In 2017, Kumtor exceeded its revised production guidance and generated US$188 mm of free cash flow, but the Kyrgyz 

Republic did not receive any dividends from its shareholding(8) 

 

1. CIA, The World Factbook, https://www.cia.gov/library/publications/the-world-factbook/rankorder/2004rank.html 

2. Asian Development Bank, Poverty in the Kyrgyz Republic, https://www.adb.org/countries/kyrgyz-republic/poverty  

3. Ministry of Finance of the Kyrgyz Republic Structure of the state debt of the KR as of August 31, 2017 http://www.minfin.kg/ru/novosti/novosti/struktura-gosdolga-kr-po-sostoyaniyu-na-31-avgusta.html 

4. The Diplomat, Can Central Asia’s Poorest States Pay Back Their Debts to China?, https://thediplomat.com/2017/12/can-central-asias-poorest-states-pay-back-their-debts-to-china/ 

5. The Atlas, Eight countries threatened by Belt & Road debt, https://www.theatlas.com/charts/B1KxGipdf 

6. Centre for Global Development, Examining the Debt Implications of the Belt and Road Initiative from a Policy Perspective, https://www.cgdev.org/sites/default/files/examining-debt-implications-belt-and-road-initiative-policy-

perspective.pdf 

7. UNCTAD, Investment Policy Review, http://unctad.org/en/PublicationsLibrary/diaepcb2015d3_en.pdf 

8. Resource World Centerra Gold comments on Kumtor takeover speculation http://resourceworld.com/index.php/centerra-gold-comments-on-kumtor-takeover-speculation/ 
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• Chaarat, via its subsidiaries, has been operating in the Kyrgyz Republic for more than 15 years, having invested more than 

US$150 mm in the Kyrgyz economy to date 

• As a long-standing in-country operator, Chaarat actively cooperates with the Chatkal communities, both on operational 

matters relating to its facilities and partnering with local people in improving infrastructure and other amenities 

• Chaarat has a deep commitment to the region and is enthusiastic in its pursuit of employment and educational opportunities 

to people local to its Kyrgyz facilities 

• Each year, Chaarat supports and administrates projects relating to public health, education and infrastructure. Recent 

examples include funding for the tuition fees of students studying medicine and geology at the Kyrgyz Republic 

University; the design of and funding for a suspension bridge in the district; the refurbishment of schools and medical 

stations in Chatkal; funding for cultural events; and charity donations to local causes 

• Chaarat also has an infrastructure program, encompassing hard infrastructure projects such as roads and bridges as well 

as healthcare facilities and other amenities. 

• Chaarat is committed to meeting the expectations of good international industry practice and the recommendations set out 

by IFC Performance Standards on environmental and social sustainability 

• Chaarat will engage in a fully transparent and public process (via proper parliamentary debate) to assess the merits of the 

status quo, and that of Chaarat’s Proposal, which we believe to conclude in favour of Chaarat’s proposal given its 

consideration of all stakeholders’ interests 

Chaarat’s Proposal Reflects Its Long-Standing Commitment to its Partnership 

with the Kyrgyz Republic 
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Chaarat’s Proposal Allows the Company to Pursue Its Regional Strategy 
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• Chaarat is the only entity that has plans to build a large-scale mining infrastructure in the Kyrgyz Republic 

• Chaarat’s shareholders recognise that we have a long-term strategy of building and developing mining assets across 

the Tien Shan Gold belt, focusing on its current flagship asset, the 7-Moz high-grade Chaarat Gold Project, creating 

a regional champion of the Kyrgyz mining industry both in-country and overseas 

• By contrast, Centerra’s strategy is to spend the cash flow generated from Kumtor to fund assets in a developed 

market base 

• Chaarat intends to reinvest up to US$600 mm into the Kyrgyz Republic for the benefit of the Kyrgyz economy and 

people 

• This comprises the Tulkubash oxide heap leach project (Phase 1) and the Kyzyltash sulphide project (Phase 2) 

• Together, Chaarat believes these projects have the potential to sustain annual production of 300-400 koz over a 

prolonged mine life 

• A feasibility study on Tulkubash was completed in April 2018, demonstrating the potential for a low-cost operation 

generating US$58.6 mm annual cashflow during steady state operations 

• Chaarat’s strategic plan envisages US$150 mm additional funding in Tulkubash over the next two years and an 

additional US$500 mm in a facility to process high grade refractory ore in Kyzyltash starting in 2021 

 



Transaction Will Be Fully Financed and has the Support of Pre-Eminent 

Lenders and Investors 
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Funding Structure 

and Commitments / 

Letters of Support 

• Chaarat intends to fund its US$400 mm of cash consideration with a combination of debt and equity 

• Chaarat has obtained financial backing for the bid from major global financial institutions with debt syndicate led by the 

bank with US$390 bn in assets and equity funding led by the cornerstone investor with US$150 bn in listed companies 

(the names of which have been shared with Centerra) 

• Given the merits of Chaarat’s proposal to the Kyrgyz Republic, and the objectives of the Kyrgyz Republic in relation to 

the mining sector, Chaarat considers the Kyrgyz government support to be realistically achievable 

Board and 

Management’s M&A 

and Track Record 

• Chaarat’s management team and board have strong access to institutional capital markets (both private & public) and 

has a proven track record of executing M&A transactions 

• The company’s directors and senior management include mining experts and financiers with over 250 years of 

collective experience in exploration projects and mining operations across the world: 

• Artem Volynets (Non-Exec Director) 

• Over 20 years’ experience in M&A, capital markets and senior corporate management roles 

• Executed transactions worth >US$30 bn in the metals and mining industry, with key deals including the 

US$10 bn acquisition of 25% interest in Norilsk Nickel, and the US$20 bn three-way merger of UC 

Rusal, which he subsequently IPO’d on the HKSE 

• Martin Andersson (Non-Exec Chairman) 

• Co-founded Brunswick Brokerage (Moscow-based Investment Bank) which was subsequently sold to 

UBS, whereupon he assumed the position of Chairman of Brunswick UBS Warburg 

• Served on the Board of OAO SUEK, Russia’s leading coal producer, for 7 years 

• Manages an active private investment portfolio with an interest in real estate, financial services and 

information technology  

• Martin Wiwen-Nilsson (Non-Exec Director) 

• Former partner of Goldman Sachs with roles managing the emerging markets, sovereign wealth fund 

and global commodities businesses 

• These roles included managing the capital markets businesses across the capital structure for both 

private and public financings 



Chaarat’s Proposal Provides Significant Value to Centerra Shareholders 
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Proposal Represents  

Full Value 

• Proposal represents a 58% premium to the implied market value of Kumtor(1) 

• The positive movement in Centerra’s share price immediately following announcement of Chaarat’s proposal 

indicates the market views the proposal favourably 

Potential Re-rating 

• The sale of Kumtor will remove an asset that has been the primary source of negative publicity in recent years 

• Centerra currently trades at a ~30% discount to its peers on an EV / NPV basis and numerous brokers have 

attributed this discount to the geopolitical risks associated with Kumtor 

• The sale of Kumtor may be the catalyst for a re-rating in Centerra’s shares 

Optimises Portfolio 

and Provides 

Optionality 

• Rebalances Centerra’s portfolio toward North America 

• Cash consideration provides financial flexibility to Centerra as the proceeds may be used to 

• Accelerate the development of Kemess 

• Return capital to shareholders 

• Fund future M&A 

Enhances Centerra’s 

Capital Structure / 

Liquidity 

• Removes overhang / uncertainty associated with the 27% stake held by the Kyrgyz government 

1. Premium based on Centerra’s 2018 investor presentation. Further details are set out on slide 5. 



Contact 

www.chaarat.com info@chaarat.com 

Chaarat Gold Holdings Limited +44 (0)20 7499 2612 

Martin Andersson (Chairman) 

Robert Benbow (CEO) 
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