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Kingsgate Consolidated Limited (KCN) –

Receiving renewed BOI incentives for the new Chatree North 
Plant, paves the way to a very profitable future Kingsgate 
 

• Kingsgate should score a double-premium for having no RSPT payments 
(because its operations are not in Australia) and receiving the BOI investment 
incentives (the same as before : 8 yrs’ tax-free, then 5 yrs at 15% tax, as Thailand 
moves ahead in encouraging mining investment). Receipt of the BOI, means that 
production from the second train of the Chatree plant could occur during SQ2011.  

 

• KCN’s Chatree gold mine in Thailand was a hive of activity in April 2010, initially 
aiming to increase gold production by ~50% to >200,000ozpa, and then using 
satellites and underground to reach ~300,000ozpa. Kingsgate is still exploring for 
possible stand-alone operations; following up epithermals that it has identified;  
and using its extensive database to find orebodies in other parts of Thailand. 

 

• Chatree was examining increasing the mine’s life by : deepening the pits using 
US$950/oz or US$1150/oz pit shells (compared to the existing US$750/oz pit shell 
of June 2009), extending Chatree on strike NNW or SSE, and delineating higher 
grade epithermal lodes that can be economically mined underground. 

 

• KCN intends to capitalise on its perception as an established, proven developing 
Asian gold producer while it leads the emerging mid-tier Australian listed gold 
producers into the A$1bn to A$2bn market cap category (following the takeover of 
Lihir by Newcrest).  

 

 

• The Thailand IPO float of 51% of Chatree under Akara Mining Ltd (the preference 
shares are redeemed for common stock in one movement) is expected to occur 
during DQ2010/MQ2011, and could raise ~A$400m to A$500m (being ~50% of 
Kingsgate’s current market cap, plus some capital for ~50% of the mill expansion 
plus ~50% of the exploration). (It should be noted that Akara may receive an Asian trading 
multiple and have a higher market cap than Kingsgate). 

 

• Kingsgate effectively retains mine management control with regional and near 
mine exploration under KCN’s Issara Mining (exploration) company. KCN/Akara’s 
Chatree controls an area of ~7kmN x 5kmE including the Chatree mine and MLs, 
while KCN’s Issara has the rest of the SPLs and SPLAs . Should Issara make a 
discovery, Akara Mining has first right of refusal in acquiring it for Chatree. 

In  

FINANCIAL ESTIMATES : (Note : This ERA scenario is just one of a number of possible scenarios that could occur :) 
Year end June 2009 DH09 JH10f 2010f 2011f 2012f 2013f 2014f
Gold Sold (100%) koz 93 70 61 130 130 205 219 249
Silver Sold koz 420 269 232 502 486 965 1013 884
Gold Price Received US$/oz 905 1024 1156 1090 1200 1200 1200 1200
Silver Price Received US$/oz 13 16 18 17 19 19 19 19
Cash Cost US$/oz 402 332 373 351 398 443 420 395
Total Cost US$/oz 489 418 453 434 463 508 470 445
NPAT (100%) A$m 32.5 33.2 36.5 69.7 86.2 143.5 166.1 197.1
EPS (100.5m shares) Ac 35 34 36 69 86 142 162 192
DPS Ac 15 15 18 33 45 70 90 100
P/E ratio @ A$9.55 x n/a n/a n/a 13.8 11.2 6.7 5.9 5.0

 

OTHER KEY POINTS:  : 
• KCN has a 5%NPV of ~A$16.20 at 

US$1200/oz (& A1$=0.85US$) based on a 
100% holding in Chatree. The NPV rises by 
~A$1.00 per US$50/oz increase in the gold 
price. The BOI added ~A$2.00 to our NPV. 

 • KCN should have a significant resource 
upgrade in July 2010 based on the pay-limit 
difference (seen on sections) between the 
existing US$750/oz and US$950/oz pit shells 
& reported successful drilling since July 09. 



Corporate Overview 
Since our last report dated 11 March 2009 on Kingsgate Consolidated Limited (KCN) has only had options 
exercised to result in the current almost 98.0m shares on issue and 4.5m options (all in-the-money at up 
to $6.50 by April 2013). 
 

With the improvement in the financial markets, Kingsgate has restarted the IPO to list Akara Mining 
Limited on the Thai stock exchange. Akara currently holds 52% of Chatree in the form of redeemable 
preference shares which are to be cancelled and converted into common stock at one point in time to 
result in a 51% holding that is listed on the Thai Stock Exchange. It has to be recognised that there is a 
shortage of quality producing gold stocks to invest in and based on the successful listing of resource 
stocks in SE Asia, Akara may receive an “Asian multiple” that results in it trading at a significantly higher 
market cap than Kingsgate. 
 

Although Kingsgate will hold 49% of Chatree, then as now with 48%, it still retains management control. 
Kingsgate’s wholly owned exploration subsidiary “Issara Mining Limited” is to continue with regional 
exploration and exploration in other parts of Thailand. Akara has the Chatree granted mining leases and 
an area around Chatree that is approximately a 1km border beyond the mining lease in a rectangular 
shape  Due to the size and knowledge base of Issara’s >30 strong exploration team it is expected to still 
undertake near mine exploration on behalf of/with Akara as shown in Figure 2a. 
 

It appears that the additional exploration (special prospecting application [SPLA’s]) licences mostly in 
Phetchabun Province as shown in Figure 1b that were caught in a temporary moratorium may now be 
granted (based on a newspaper article in the Bangkok Post on 16 April, 2010). The granting was 
anticipated to occur in May 2010, but due to the conflict in Bangkok, it has understandably been delayed. 
 

Figure 1.  KCN/Akara’s Chatree Mine Area, Issara/Akara’s SPLA’s, New Suwan Discovery (see May 2010 RIU) 
a. KCN/Akara’s Chatree Mine Area  b. Issara/Akara’s SPL’s and SPLA’s c. New Suwan Discovery (see RIU Presn)

 
Practical Exploration Restrictions in Thailand 
We/ERA visited a number of Issara’s exploration areas in the vicinity of Chatree in April 2010, and it soon 
became very apparent that although reaching the tenements using the road infrastructure was generally 
easy on excellent quality roads, one of the greatest difficulties appears to be access to the tenements 
themselves to drill them as often they appeared to be under fields of lush green growing rice fields.   
 

We visited a corner of the recent Suwan discovery shown in Figure 1c, where KCN had “done the right 
thing” by drilling a borehole for the owner in order to drill the property. Unfortunately due to the borehole, 
the field area now has almost continuous crops of rice (~ 3 to 4 per year in the fertile soil, compared to the 
usual 1 to 2 crops per year), such that it is not possible to get back to follow-up drill any further. 
 

Suwan (which as shown in Figure 1c covers a similar sized area to Chatree), itself resembles a donut of 
anomalies, simply because exploration has been unable to access the “middle”. We drove past the Suwan 
central areas – plenty of water in dams and lush green rice, it is very prolific for rice growing, pumping 
water using boreholes for irrigation of the rich volcanic soil (crops appear to grow easily).  
 

Visiting the prospects soon became very clearly a case of wanting poor ground, areas that have 
previously been mined, or are on slopes, possibly support corn or are forested with bamboo, and which 
have the right looking rocks, are actually more favourable. Where areas that have been newly planted 
with teak trees, is not a good sign, as teak trees appear to be almost revered in Thailand regardless of 
whether they appear to have minimal girth, and hence can restrict both exploration and mining. 
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Issara Mining Limited (KCN : 100%) 
Issara has always been the main exploration arm of Kingsgate, responsible for achieving the exploration 
discoveries. Issara has also always had completely separate offices away from the Chatree minesite, 
along with a state of the art drill core and RC board storage system (the envy of anyone that sees it). 
 

Figure 2.  The Relationship between Issara and Akara, & Plan of Chatree Showing Major Structures & Worms 
a. The Relationship between Issara and Akara b. Plan of Chatree Showing Major Structures 

 

The relationship between Issara and Akara is shown in Figure 2a, with Issara mostly responsible for 
regional exploration and resource development. This covers conceptual thinking laterally about Chatree.  
 

In 2009, Issara began to focus on the NNW/SSE trend that runs through the west side of A and 
backwards through KW and D as shown in Figures 1a and 2b. Extending the trend and using TDR 
magnetic enhancement to map the magnetic destruction in the form of worm diagrams (shown inset in 
Figure 2b) clearly shows structures under the main roads both E/W through the top of C (C North – hence 
explaining the grade improvement there) and NE/SW. The NE/SW structure under the main road can be 
seen in Figure 2b, with the main gold distribution conventionally trending NW/SE, making a classic 
reverse lambda or “ren” character sign, which can be projected on strike for exploration purposes. 
 

Figure 3.  Long Section NNW from D through K and A to Q, and Section from KE through AE 
a. Long Section at NNW, 340 degrees from D through K and A to Q b. Section from KE through AE

 

Using raw oxygen isotope data, it can be shown in Figures 3a and 3b that higher gold-silver ratios appear 
to be higher up in an epithermal system, and in the case of A (which has appeared to be anomalous 
within Chatree), it can be represented as a faulted horst block that was downthrown (as in Figure 3b) but 
was hinged or tilted upwards on its western side to result in the section shown in Figure 3a. 
 

These long sections have important implications for the upside underground, higher grade, and probably 
longer life, potential of Chatree – which seems to already be being indicated at depth in D and AE. In late 
2009, Issara began to look for the more conventional deeper higher grade lodes at Chatree that are 
characteristic of epithermal orebodies, and whether there are any feeder shoots to Chatree’s extensive 
mineralisation. For example, both Cracow and Pajingo (on which we/ERA are familiar, having written 
reports on Catalpa dated 26 February 2010 and NQM dated 28 October 2009 respectively) typically have 
lodes that average ~7g/t to 8g/t, usually with a higher grade areas or lodes averaging ~14g/t. 
 

With the perceived NNW/SSE main feeding structure, the north-south trends under AE appear to be 
simply feeds bleeding off the NNW/SSE structure, and there are initial signs of a possible feeder itself 
(based mainly on localised brecciation within the drill core shown in Figure 6b) on the western side of A  
with a number of >10g/t deeper intersections, within the andesitic floor below the sedimentary rocks, 
such as 2m @ ~13g/t in diamond drillhole 6300 (shown inset in Figure 6b). 
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Issara has conducted extensive regional exploration and established a comprehensive database of results 
and knowledge within its exploration team, that apart from its ongoing work, is waiting for the SPLA’s to be 
granted. About 54 prospects have been discovered by Issara in the past 5 years, of which 9 are drill ready 
in the SPLA’s. Some of the discoveries in the SPL’s such as Chokdee and Suwan have been reported by 
KCN to the market. However, they are both currently restricted: by forestry and rice fields in the case of 
Chokdee, and rice fields in the case of Suwan, and greater confidence is required before embarking on 
the extremely costly acquisition of the land over the prospects as a pre-requisite to an ML. 
 

There are some SPLA’s over prospective areas outside of Chatree region and district shown in Figure 1b, 
and Issara intends to apply for others after a regional review of Thailand. The possible SPLA granting in 
May 2010 according to the newspaper article appears to stem from a realisation of the quantities that 
KCN/Akara has been paying in royalties on its gold and silver production to date amounting to ~US$22m 
on gold to the end of March 2010 (according to ERA’s numbers based on quarterly reports).  
 

The original royalty used to be 2.5% of gold revenue and 10% of silver revenue, but that changed such 
that the gold royalty is subjected to a “sliding” scale according to the level of the gold price (2.5% being for 
<US$355/oz), and it is currently ~8% of spot gold revenue (being for MQ 2010: ~8.1% or A$85/oz or 
almost US$3m). At a gold price of US$900/oz it is ~6.5%, at ~US$1100/oz: ~8%, and at US$1500/oz: 
~10.6% (it rises by ~0.75% per US$100/oz above US$900/oz). The royalties are collected by the DPIM 
and 60% is remitted back to the provinces (20% local community, 20% provincial council, and 20% other 
country councils), and in THB (Thai Baht, currently ~A$ x 35) they soon become significant amounts. 
 
Chatree Gold Mine (KCN : 49% after the Thai IPO with up to $500m cash [50% KCN]) 
Geological Resources 
KCN bases its ore resources and reserves on the average gold price over the past 3 years. Its resource 
declaration as shown in Table 1 below used US$750/oz and hence an ~0.5g/t cut-off, however, with the 
recent higher gold prices around US$1150/oz, the average is increasing which should have a significant 
impact on the next reported resources at Chatree in July 2010 (that should also have been enhanced 
by the recent deeper drilling successes). We (ERA) have stated on more than one occasion that we 
expect the long-term gold price to be ~US$1200/oz to ~US$1300/oz, and largely due to Chinese 
demand and ETF’s do not currently expect it to fall below US$1000/oz. Our range is based on the 
expectation that gold typically model trades ~US$400/oz and the peak gold price in 1980 of ~US$850/oz 
equated in real money terms in 2009 to ~US$2500/oz, and half of that approx equals our expected range.  
 

Table 1.  JORC Reserves and Resources at 30 June 2009 
Chatree Measured & Indicated Inferred Total Total Total Proven & Probable

30-Jun-09 000t Gold g/t 000oz 000t Gold g/t 000oz 000t Gold g/t 000oz Silver g/t 000oz 000t Gold g/t 000oz
A/Ae 42227 1.18 1598 4011 1.11 143 46238 1.17 1741 11.61 17264 28067 1.18 1067
KE, KW, Q etc 13243 1.17 498 2998 0.97 94 16241 1.13 592 4.93 2572 3956 1.35 172
Chatree North 55470 1.18 2096 7009 1.05 237 62479 1.16 2333 9.87 19836 32023 1.20 1238
D 2558 1.15 94 1045 1.24 42 3603 1.17 136 6.84 792 918 1.24 37
CN ext, CS, HS, HW, J 10911 1.32 462 2845 1.27 116 13756 1.31 579 6.14 2716 2301 1.93 142
Chatree South 13468 1.29 557 3890 1.26 158 17358 1.28 715 6.29 3508 3218 1.73 179
Stockpiles 1883 0.91 55 797 1883 0.91 55
TOTAL 70821 1.19 2707 10899 1.13 395 81721 1.18 3102 9.19 24141 37125 1.23 1473

 

The average gold price for the past three financial years (FYs) to 30 June 2009 was US$778/oz (based on 
US$824/oz, US$822/oz & US$638/oz). If the gold price stays at ~US$1150/oz for the remainder of the 
year to 30 June 2010, then FY June 2010’s average becomes US$1079/oz, and that increases the 3-year 
average to June 2010 up to US$925/oz. A gold price of ~US$1150/oz is equivalent to a cut-off grade 
~0.3g/t at Chatree, between the two prices at ~US$950/oz, the cut-off could be ~0.4g/t (although model 
wise there does not appear to be that much difference between the US$950/oz & US$1150/oz shells). 
 

Figure 4.  Long Sections through A/AE : South/North and East/West at Different Gold Prices(& gm-m grades) 
a. Long Sections through A/AE : South/North and East/West at Different Gold Prices (gm-m grade distribution)

 

An indication of the possible impact on resources is shown in Figure 4 of A/Ae in Chatree North, based on 
the model as at 30 June 2009 and not including drilling undertaken between 2009 and 2010.  

 4



As for D, which was mined at much lower gold prices some years’ ago, the impact of a potential 
US$1150/oz shell compared to the existing surface appears to be significant as shown in Figure 5a, 
especially when viewed using the current block model, as in Figure 5b. Currently the D pit (along with S 
and part of C), is being used to store water for the mill expansion. 
 

Figure 5.  Cross Section through D’s North End at 2650N, Schematic Block Model and the Existing D Pit 
a. Cross Section through D’s North End at 2650N b. Schematic Block Model and the Existing D Pit

 

With these potentially larger pits comes more waste, which is a problem as the Chatree site has a height 
limit/restriction for its waste dumps and slimes dams. Currently waste has been put in KE (even though 
KE may have to be reopened) because there is a shortage of room. KCN/Akara intends to try and acquire 
some of the gaps in the mining lease boundary shown in Figure 1a, both east and west in Chatree North 
and the piece of ground north of S to use for waste dump storage. The ground north of S also contains a 
hill (along the western side, believed to be barren) that is regarded as ideal to site the planned visitors’ 
centre and outlook point.  
 

The intersections at depth in D appear to be large low grade as in Figure 5a, however, higher grade lodes 
can be tracked across the various sections at two intervals in drillhole 1049 in Figure 6, more in keeping 
with other epithermal mines, with the actual width mined underground a function of payability. Drillhole 
1049, for example, was deepened as part of a programme to look for mineralisation at depth, and within 
3m at the other side of a porphyritic dyke was the 3.4m @ 16.7g/t intersection shown in Figure 6a. 
 

Figure 6.  Drillhole 1049 at Pit D with 3.4m @ 16.7g/t, Deeper Higher Grades at KE and A NW 
a. Drillhole 1049 at Pit D with 3.4m @ 16.7g/t  b. Deeper Higher Grades at KE and A NW 

 

The higher grades along with the two marker dykes (thicker xenolithic to the west and thinner porphyritic 
to the east) can be tracked through D to KE (with grades of 15.9g/t & 10.7g/t at ~40m below the current 
KE pit floor) and to the NW side of A (with grades of 13.4g/t, 5.7g/t & 7.5g/t) as shown in Figure 6b. 
Clearly Chatree appears to have a longer term future as an underground mine, although in the 
shorter term, the higher grades (once mined) could provide a sweetener. The current drill programme 
(within JQ 2010), involves drilling along the eastern side of KE. It should be noted that KCN/Akara will 
probably need to receive approval before they can mine underground. 
 
Mining and Treatment 
KCN/Akara have significantly reduced the size of Hill A in the past year such that it is now barely 
noticeable from the road and will soon be gone as shown in Figures 7a and 7b. The C North cut-back was 
mined as shown in Figure 7a and an extension is planned, provided that the road can be moved again 
(the road is situated on a major east-west structure). A stockpile has formed ~5.2mt @ 0.8g/t as at 30 
March 2010 in Chatree North until the underpass has been completed – the underpass has taken longer 
than expected because of the internal wings designed to prevent ore trucks from damaging the sides of 
the underpass. 
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Figure 7.  Views Across C North to A, and across AE to A 
a. View across C North to A b. View Across Ae to A

 

Also during the past year, a small pit was cut at A South showing the distinctive vertical lodes in Figure 8a 
that have been depicted in the models of A/Ae shown in presentations, as at the AGM in Figure 8b. 
 

Figure 8.  View Across A South with near Vertical Lodes, Lode Structures in A/Ae looking North 
a. View Across A South with near Vertical Lodes b. Lode Structures in A/Ae looking North 

 

Reconciliations of Pit A so far, have shown 98% of the tonnage and 98% of the ozs compared to grade 
control, while compared to the MIK block model, both tonnage and ozs are ~109% expected, which so far, 
is encouraging (C North was ~33% more tonnage and ~11% more gold than expected cf’d to the model). 
 

Figure 9.  View North Across Planned Plant Extension, Quarterly Production Statistics MQ 2009 to MQ 2010 
a. View North Across Planned Plant Extension b. Qtrly Production Statistics MQ 09 to MQ 10

 

With the by-product revenue from silver largely offsetting the amount paid in royalties, there is a higher 
focus on silver recoveries in the new plant, which are largely dependent on grade, rising to ~70% for 
>20g/tAg. The new plant with its larger gravity circuit has significantly longer leach times that are expected 
to result in higher silver recoveries. In the past year, minor plant modifications were made to Chatree such 
as resetting the jaw crusher 2 x per week and tighter control of the scats which with feeding 2 parts oxide 
to 1 part sulphide has resulted in throughput remaining at 2.6mtpa to 2.7mtpa, such that when the new 
plant is commissioned, production could rise to 5.5mtpa. 
 

Financial and Other Considerations  
Fortunately for Kingsgate, Chatree is not an Australian asset, and hence not subject to Australia’s new 
proposed 40% resource rent tax or RSPT on its own defined EBIT. Also fortunate is the fact that the 
rainy season is running late, as the critical path is to lay the concrete footings for the plant. Our model has 
used self-financing of the plant expansion by Kingsgate, as KCN generates sufficient cashflow to do it, 
while the announcement does state that KCN intends to use debt. We have applied a weighted average to 
the tax percentage according to our expectations of 3mtpa from the new plant (on the new BOI [8yrs tax-
free, then 5 yrs at half-tax {15%}] from production) and possibly 2.5mtpa from the original plant (on the 
original BOI [15% still to 2014]). It should be recognised that the production scenario given in Table 
2 is an ERA scenario, and is just one of a number of possible scenarios that could occur. 
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Table 2. Production and Cashflow Estimate for Kingsgate’s Chatree operations 
 
 

At some stage 
Chatree will start 
treating the 
numerous (>50) 
possible satellite 
resources... 
 

...which we have 
started to bring in 
from 2013 and 
build up to 1mtpa 
 

We have also 
started a small ~ 
7g/t underground 
from 2015 
 

Chatree should 
be capable of 
having a life ~20 
years... 
 

...however, we 
have conserve-
atively restricted 
it to 15 years. 
 

The  production is 
shown on a 100% 
basis.. 
 

…as that is the 
economic 
benefit... 
 

... although in 
reality KCN 
through Issara 
has 100% 
ownership of the 
satellites... 
 

...which can be 
bought by Akara 
for  Chatree or 
become separate 
mines  
 
Our capex, 
exploration and 
mine payment 
costs are 
(conservatively) 
probably too high  
 

Kingsgate Consolidated 2009 DH09 JH010f 2010f 2011f 2012f 2013f
Chatree Mine - Akara 9.55 1 2 3 4
Production
Chatree Open-cut SR 2.9 2.0 2.1 2.0 3.0 3.0 3.0
Ore Milled mt 1.88 1.34 1.33 2.67 2.70 5.00 5.00
Head Grade g/t 1.67 1.75 1.53 1.64 1.65 1.40 1.40
Regional Open-cut SR 0.0 0.0 0.0 0.0 0.0 0.0 5.0
Ore Milled mt 0.00 0.00 0.00 0.00 0.00 0.00 0.25
Head Grade g/t 0.00 0.00 0.00 0.00 0.00 0.00 2.00
Total Milled mt 1.88 1.34 1.33 2.67 2.70 5.00 5.25
Head Grade g/t 1.67 1.75 1.53 1.64 1.65 1.40 1.43
Gold in-situ 000oz 101 75 65 141 143 225 241
Recovery % 92.3% 92.1% 91.0% 91.0% 91.0% 91.0% 91.0%
Total Gold Sold 000oz 93 70 61 130 130 205 219
Silver Head Grade g/t 15.5 15.7 13.6 14.7 14.0 12.0 12.0
Silver Recovery % 44.6% 39.7% 39.8% 39.8% 40.0% 50.0% 50.0%
Total Silver Sold 000oz 420 269 232 502 486 965 1013
Revenues
Gold Spot Price US$/oz 874 1030 1155 1092 1200 1200 1200
Exchange Rate A$/US$ 0.748 0.870 0.903 0.887 0.850 0.850 0.850
Gold Spot Price A$/oz 1169 1184 1274 1229 1412 1412 1412
Gold Price Realised US$/oz 905 1024 1156 1090 1200 1200 1200
Silver Price US$/oz 12.6 16.1 18.0 17.1 19.0 19.0 19.0
Gold/Silver Price Ratio x 69 64 64 64 63 63 63
Gold Revenue US$m 84.6 71.2 70.3 142.0 156.4 245.8 263.3
Silver Revenue US$m 5.5 4.3 4.2 8.5 9.2 18.3 19.2
Total Revenue US$m 90.1 75.5 74.5 150.5 165.6 264.1 282.6
Total Revenue A$m 114.1 88.4 83.5 172.5 197.9 313.7 337.4
Costs (Based on Mining o/cut US$6.50/t to $8.50/t, underground US$40/t [2015], mill US$6.30/t, admin US$2.40/t)
Direct Mining & processing A$m 55.1 42.9 26.0 68.9 61.2 107.8 108.7
Royalties A$m 10.2 6.3 6.6 12.9 16.3 26.1 27.9
Total Cash Cost US$/oz 402 332 373 351 398 443 420
Corp Costs A$m 11.6 5.7 5.5 11.2 11.0 11.0 11.0
Exploration expensed A$m 0.3 -0.1 0.0 -0.1 0.0 0.0 0.0
Other(incl inventories, derivs A$m 9.3 6.7 3.0 9.7 2.0 2.0 2.0
EBITDA A$m 46.2 40.4 48.3 88.7 111.3 170.8 191.8
D & A A$m -11.3 -6.9 -5.4 -12.3 -10.0 -15.7 -12.9
D & A US$/oz 87 86 80 83 65 65 50
Total Costs US$/oz 489 418 453 434 463 508 470
Interest A$m -1.9 -1.1 0.0 -1.1 0.0 0.0 0.0
Tax Paid/Received A$m -0.5 0.7 -6.4 -5.7 -15.2 -11.6 -12.8
NPAT (100%) A$m 32.5 33.2 36.5 69.7 86.2 143.5 166.1
EPS c 34.6 33.9 36.3 69.4 85.5 142.4 161.9
Attrib Simple Cashflow A$m 43.8 40.1 41.9 82.0 96.1 159.2 179.0
CFPS c 46.5 40.9 41.7 81.6 95.4 158.0 174.5
DPS c 15.0 15.0 18.0 33.0 45.0 70.0 90.0
No Shares M 94.1 98.0 100.5 100.5 100.8 100.8 102.5
Cashflow 2009 DH09 JH010f 2010f 2011f 2012f 2013f
Sales Revenue US$m 90.1 75.5 74.5 150.0 165.6 264.1 282.6
Sales Revenue A$m 124.4 86.8 82.5 169.3 194.9 310.7 332.4
 + Equity Raised A$m 15.8 6.6 14.7 21.3 1.1 0.0 10.9
 + Borrowings A$m 17.0 0.0 0.0 0.0 0.0 0.0 0.0
 + Interest Received A$m 1.1 0.1 1.0 1.1 3.0 3.0 5.0
 + Sale of Investments A$m 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Receipts A$m 146.9 85.3 95.1 180.4 197.0 311.7 346.3
 - Operating Costs A$m -47.5 -25.0 -23.0 -48.0 -55.2 -101.8 -102.7
 - Corporate Costs A$m -11.6 -5.7 -5.5 -11.2 -11.0 -11.0 -11.0
 - Royalties A$m -10.2 -6.3 -6.6 -12.9 -16.3 -26.1 -27.9
 - Other A$m -18.3 -15.2 -4.0 -19.2 -4.0 -4.0 -4.0
 - Interest Paid A$m -1.5 -1.1 0.0 -1.1 0.0 0.0 0.0
 - Tax Paid A$m -7.1 0.0 -6.4 -6.4 -15.2 -11.6 -12.8
 - Divs Paid A$m 0.0 -12.5 -14.7 -27.2 -38.3 -45.3 -70.5
 - Explorn A$m -6.0 -0.9 -7.0 -7.9 -15.0 -15.0 -10.0
 - Mine pty payments A$m -30.4 -8.2 -5.0 -13.2 -10.0 -5.0 -5.0
 - Sustaining Capex A$m -11.8 -5.8 -3.0 -8.8 -5.0 -7.0 -7.0
 - Extension capex A$m 0.0 0.0 -10.0 -10.0 -90.0 -5.0 0.0
 - Other Capex A$m 0.0 0.0 0.0 0.0 0.0 0.0 0.0
 - Loans Repaid A$m -17.0 0.0 0.0 0.0 0.0 0.0 0.0
 = Expenditures A$m -161.2 -81.7 -85.3 -167.0 -260.0 -231.8 -251.0
 Total Expenditures A$m -161.2 -81.7 -85.3 -167.0 -260.0 -231.8 -251.0
Net Cash Flow A$m -14.4 3.6 9.9 13.4 -63.1 79.8 95.3
Add divs A$m 0.0 0.0 0.0 0.0 38.3 45.3 70.5
Cash Flow A$m -14.4 0.0 38.8 13.4 -24.8 125.2 165.9
ACTUAL Net Cashflow A$m -21.2 0.0 48.7 48.7 -24.8 125.2 165.9
Net Cash for NPV A$m 0.0 0.0 0.0 48.7 -24.8 125.2 165.9

Yrs A$m A$ps
NPV 5.00% 15 1633 16.21

Table 3. Sensitivity Analysis of Kingsgate (earnings based on 100% of Chatree, NPV @ 5% constant money) 
 

 

The sensitivity to 
the gold price is 
quite high... 
 

...adding ~20c per 
US$10/oz 
increase in the 
gold price... 
 
...there is also the 
possibility of 
higher grades 

Sensitivity Analysis Year NPV 2010e 2011e 2012e 2010e 2011e 2012e
Gold Price US$/oz (A$/oz) A$ A/tax Profit (A$m) Earnings per Share (Ac)
US$1200/oz (A$1410/oz) 1200 16.21 69.7 86.2 143.5 69.4 85.5 142.4
US$1250/oz (A$1470/oz) 1250 17.17 69.7 91.5 152.7 69.4 90.8 151.6
US$1150/oz (A$1350/oz) 1150 15.24 69.7 80.7 134.3 69.4 80.1 133.3
Gold Production A$ A/tax Profit (A$m) Earnings per Share (Ac)
Base 0% 16.21 69.7 86.2 143.5 69.4 85.5 142.4

+3% 16.98 69.7 90.2 150.4 69.4 89.5 149.3
+5% 17.50 69.7 92.9 155.1 69.4 92.2 153.9

Direct Mining Costs A$ A/tax Profit (A$m) Earnings per Share (Ac)
Base        0 16.21 69.7 86.2 143.5 69.4 85.5 142.4

-5% 16.60 69.7 88.5 148.2 69.4 87.8 147.0
-10% 16.99 69.7 90.8 152.8 69.4 90.2 151.6

Sensitivity Analysis Year NPV 2010e 2011e 2012e 2010e 2011e 2012e
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Management 
Board of Directors 
Ross Smyth-Kirk – Non-Executive Chairman. Ross is a Fund Manager who was appointed to the 
Board in November 1994 and was a founding director of the investment management company Clayton 
Robard. Ross has more than 28 years’ experience as a director of a number of companies.  
Gavin Thomas – CEO & Managing Director. Gavin joined Kingsgate in February 2005. Gavin is a 
geologist with over 30 years’ international experience in developing exploration companies into mid-tier 
gold or copper mining entities throughout the world. Gavin is also a director of Mercator Minerals. 
Peter McAleer – Non-Executive Director. Peter was appointed to the Board in 2000, and has over 30 
years’ experience in resource companies having been involved in the discovery and/or successful 
development of over 10 base and precious metal deposits in Europe, Australia, South and North America. 
Peter is also Chairman of Westmag Ltd and Kenmare Resources plc & was CEO of Equatorial Mining Ltd.  
Craig Carracher – Non-Executive Director. Craig was appointed to the Board in 2007, and has been 
managing director of an international law firm in Thailand for many years. Craig has wide experience in 
Asian business circles & beneficial knowledge of mining & resources. Craig also has other directorships. 
Peter Warren – Company Secretary. 
 

Senior Management 
Kingsgate 
Peter Warren – CFO. Peter is a Chartered Professional Accountant with over 25 years’ experience who joined 
Kingsgate in March 2006. Peter has held a number of CFO positions previously with Equatorial Mining Ltd & prior to 
that the Alusuisse Australian Group whose assets include the Gove alumina project. 
Phil MacIntyre – COO. Phil is a metallurgist with over 30 years’ experience partly at Kidston and Porgera, who 
joined Kingsgate as GM of Chatree from its inception as a mine in July 2001.  
Stephen Promnitz – Corporate Development Manager since August 2005. Stephen is a geologist with over 20 
years’ experience of which 15 years’ was spent with WMC, RIO and Placer Dome in Australia, Asia, the Americas 
and Europe. Stephen combines practical resource experience with corporate finance and financial analysis having 
also been an investment banker with Westpac, and an analyst at Citigroup. 
Ron James – GM Exploration and Resource Development since July 2001. Ron is a geologist with over 25 years’ 
experience in exploration and mining at management level including establishing gold mines and exploration 
projects from discovery, through development and sustainability.  
Akara Mining Limited 
Pakorn Sukhum – CEO. Pakorn is an engineer who joined Akara in November 2009. And has over 20 years’ 
industrial and commercial experience in Thailand’s international and domestic markets, including metallurgy, 
chemical and ceramics. Pakorn has held a number of senior management positions. 
David Hockey – Financial Controller & Commercial Manager. David is a Chartered Professional Accountant with 
over 20 years’ experience who joined Akara in January 2008. David has held a number of Commercial Manager 
positions including Padang Industries, and Straits Australia.  
Phil MacIntyre – COO. Phil has been with Akara since its inception (see above). 
 

Chart of Kingsgate over the past year (June 2009 to June 2010) (Source : www.yahoo.com)   
 

 

KCN has been 
drifting sideways... 
 

...waiting for 
approval to start 
construction of the 
expansion to 5mtpa.. 
 

...which with the BOI, 
has now been given 
 

Disclosure  
Kingsgate Consolidated Limited commissioned Keith Goode (who is a Financial Services Representative of Taylor Collison Ltd 
ACN 008 172 450, and is a consultant with Eagle Research Advisory Pty Ltd ACN 098 051 677) to compile this report, for which 
Eagle Research Advisory Pty Ltd has received a consultancy fee.  At the date of this report Keith Goode and his associates held 
interests in shares issued by Kingsgate Consolidated Limited. At the date of this report, Taylor Collison Limited or their associates 
within the meaning of the Corporations Act, may hold interests in shares issued by Kingsgate Consolidated Limited.  
Disclaimer 
Any observations, conclusions, deductions, or estimates of figures that have been made by Keith Goode in this report should be 
taken as his work, and not an approved observation, conclusion, deduction or estimate made by Kingsgate Consolidated Limited. 
This publication has been issued on the basis that it is only for the information and exclusive use of the particular person to whom 
it is provided. Any recommendations contained herein are based on a consideration of the securities alone. In preparing such 
general advice no account was taken of the investment objectives, financial situation and particular needs of a particular person. 
Before making an investment decision on the basis of this advice, investors and prospective investors need to consider, with or 
without the assistance of a securities adviser, whether the advice is appropriate in light of the particular investment needs, 
objectives and financial circumstances of the investor or the prospective investor. Although the information contained in this 
publication has been obtained from sources considered and believed to be both reliable and accurate, no responsibility is 
accepted for any opinion expressed or for any error or omission that may have occurred therein.  
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