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Whilst a challenging year, 2005 has confirmed the growth 
potential of the Chatree Gold Mine with continued exciting 
exploration success near the mine and much progress has 
been made with regard to the longer term future of your 
company. 
 
As previously announced, production for the 2005 year was 
126,550 ounces of gold at a cash cost of US$212 per ounce.  
This was down from the 2004 production of over 149,000 
ounces of gold at a cash cost of US$135 per ounce.  This 
was mainly due to the anticipated decline in gold grades from 
3.1 g/t in 2004 to 2.4 g/t in 2005, combined with higher strip 
ratios and harder rock as we venture deeper into the current 
pits.  
 
Operating profit of $8.7m was impacted by the reduction in 
gold production, higher mining costs, limiting hedge positions 
that were part of the original financing of the plant 
construction and the write-off of exploration costs in South 
America. 
 
Up until very recently we have been prepared to confidently 
predict that 2005 should turn out to be the worst year that we 
are likely to experience and that both production and profits 
should look up from here.  Whilst we still believe this to be the 
case, recent accounting changes, coupled with the adoption 
of the Australian International Financial Reporting Standards 
make such predictions somewhat hazardous. 
 
It may not be too presumptive to suggest that perhaps the 
accounting profession should consider a new word to replace 
the word “profit” because it is guaranteed that what will be 
reported as profit in the future will bear little resemblance to 
what you the investor, and certainly the man on the street, 
would understand as profit. 
 
Of particular concern in our situation is the treatment of 
hedging, the unrealistic treatment of options and an ultra 
conservative approach to depreciation and amortization.  In 
the future, cash flow will become the more relevant analytical 
tool.  Suffice it to say the Chatree mine will generate 
significant strong cash flows for the foreseeable future.  
 
At last year’s AGM we stated that we were targeting mineral 
resources for the next year or so of 3-5 million ounces of gold 
for the Chatree Mineralizing System.  Last week we 
announced that Interim Mineral Resources had increased to 
3.2 million ounces of gold and Global Ore Reserves had 
increased by 25% to 1.84 million ounces of gold plus 16.6 
million ounces of silver.  There is little doubt that with the 
continued strong exploration initiatives being undertaken by 
the company further substantial increases to both resources 
and reserves will be made over the coming year. 
 
Similarly, last year with the number of new discoveries being 
made in the Chatree Mineralizing System we were confident 

to announce that it extended for at least 6 kms and probably 
about 10 kms.  Subsequent exploration has identified that it 
now extends for over 20 kms and our geological team 
believes we could be dealing with a 5 million ounce system in 
our Mine Lease areas.  Additionally, potential to double the 
amount of contained gold exist in this System outside of the 
Mine Lease area, although this may take several years of 
drilling to confirm. 
 
The company recently announced the completion of the 
upgrade of the crushing circuit which will increase production 
to approximately 2.1 million tones per annum and by the end 
of the year the expected completion of the pebble crusher 
should raise production to around 2.35 million tones per 
annum.  For the longer term a scoping study has been 
completed to increase production to between 3 and 5 million 
tones per annum, with little doubt that the final result will be 
closer to the upper limit.  Conceivably this would increase 
production to around 300,000 to 350,000 ounces of gold per 
annum.  A final go ahead could be given as soon as the 
Chatree North Mining Leases are granted. 
 
On that score we have stated that we were hopeful of 
achieving a full grant of the Chatree North Mining Leases by 
year’s end.  Whilst we have made significant progress in the 
past year on the political front, as we get closer to that date I, 
personally, am less confident.  We are reliably informed that a 
major restructure of the department handling mining industry 
matters is imminent.  If this is the case it will undoubtedly 
mean further short term delays.  However, we would expect 
that it should have significant positive medium and long term 
ramifications for your company in its pursuit of its larger 
ambitions in Thailand. 
 
As you are aware we recently announced the granting of the 
first of the Chatree North Mining Leases and it is hoped that 
we will be able to commence sourcing some material from 
that lease by the 3rd quarter of the financial year. 
 
The company’s exceptional safety record continued over the 
year with now over 4 million man hours since the one and 
only lost time injury occurred.  As you may recall this only 
injury was to a contractor visiting the site and this means that 
our employees, and those of the mining contractor, have now 
gone for over 6 million man hours, through three construction 
phases and four years of production, without one lost time 
injury.  This record is without doubt the best in the mining 
world and is a credit to both the standard of our management 
team led by Phil MacIntyre and the diligence and application 
of our Thai workforce.   
 
In keeping with its strong emphasis on environmental factors 
the company became one of 14 initial signatories (comprising 
9 gold companies and 5 cyanide and transport companies) to 
the “International Cyanide Management Code” during the 
year.  The Company continued its exemplary operations in 



Thailand within compliance of all environmental permits and 
had no reportable incidents.  Of particular pride in our 
operations is our treatment of cyanide.  Cyanide is often 
considered in an emotional sense.  The cyanide levels in our 
Tailings Storage Facility is ~5ppm or less than that in coffee 
or chocolate. 
 
Again the company received a number of prestigious Thai 
awards during the year, namely: 

1. The Prime Minister’s “Best Practice Award       for 
Employee Welfare 2005” 

2. The “Best Occupational Health, Safety and Work 
Environment Award 2004” for Phichit Province. 

3. The Ministry of Labour “Best Practice Award for 
Labour Relations 2005”. 

4. The “Best Performance Standard for Mining and 
Primary Industries – DPIM Awards for Mining and 
Metallurgy 2005” 

5. The “Worker Health Promotion Certificate 2004” – 
Social Security Office, Labour Ministry of Phichit 
Province. 

 
Additionally, Kingsgate was the only gold company included 
in the recently created Reputex Social Responsibility 
Investment Index of the 44 companies that achieved a rating 
of “A” or higher.  Companies accepted on to this prestigious 
Index have been independently assessed and rated for their 
performance and risk exposures in Corporate Governance, 
Environmental Impact, Social Impact and Workplace 
Practices.  The index goes beyond ethical investment and 
takes into consideration risk analysis and management, which 
is relevant to a company’s mainstream financial performance. 
On top of this, Kingsgate is one of four gold companies 
included in the Zurich based SAM Group Australian 
Sustainability Index that considers companies listed on the 
Standard & Poors ASX200 that outperform in relation to 
economic, environmental and social considerations.   
 
The company announced a share buyback for up to 10% of 
the issued shares on 8th April, 2005.  This was considered by 
the Board to be an appropriate capital management initiative.  
From the start of the buyback to 31st October 597,000 shares 
have been bought back at a cost of $1.7million (or an average 
of $2.84 per share). 
 
Whilst on this subject I believe that having had some 30 odd 
years experience in the stock market I am sufficiently 
qualified to comment on certain aspects of current day 
trading.  A stock market is supposed to reflect a balance 
between supply and demand.  Too often today this is not the 
case.  Apart from the sometimes inept dealing emanating 
through much of the on-line broking houses a significant 
proportion of the day to day trade on the market appears to 
be manipulative rather than real. 
 
The explanation consistently given that hundreds of trades in 
a day ranging from one share to a few hundred as being 
“computer generated” may satisfy a regulatory authority 
whose income is generated by volume of trades but does not 

satisfy any objective assessment.  Why more industry 
participants have not spoken out publicly about this 
phenomenon is mystifying as it impinges of the whole integrity 
of the market.   
 
During the year the company has continued to explore 
various prospects in Chile, Peru and Argentina and a number 
of interesting areas are still being investigated. 
 
Additionally, we have continued to investigate numerous 
corporate opportunities.  At the present time a number are still 
under consideration and we may have more to report in the 
near future.   
 
A strategic 19.72% stake was taken in the emerging Victorian 
gold miner Goldstar Resources NL as part of their $5.07 
million capital-raising in July/August 2005.  The cash cost of 
the investment amounted to $2.4 million for 16.7 million 
shares at 13-15 cents per share.  Goldstar’s key asset is the 
historic Walhalla gold mine in Victoria and recent drilling has 
been encouraging and we look forward to the results of their 
current drilling campaign over coming months. 
 
Total dividends for the year amounted to 7 cents per share 
meaning that over 3 ½ years the company has returned 69 
cents per share by way of dividends.  The company is 
committed to continuing this strong dividend policy but, in 
view of what I said earlier regarding profits, in future we will 
look more to cash flow and EBITDA (or earnings before 
interest, taxation, depreciation and amortization) and other 
adjustments before considering the level. 
 
We have previously announced expected production for the 
year to be around 145,000 – 150,000 ounces of gold at a 
cash cost of around US$200-220 per ounce and we continue 
to be on target for that after a better than expected 1st quarter. 
 
In concluding I would like to express my sincere thanks to my 
fellow directors, John Falconer and Peter McAleer, who have 
been staunch allies through much adversity and to our 
management team at the mine in Thailand, ably led by Phil 
MacIntyre, and the exploration team led by Ron James, all of 
whom have continued to deliver.  In particular I would like to 
thank our CEO, Gavin Thomas, who has brought a breath of 
fresh air and, through his enthusiasm and immense 
geological knowledge, a new found confidence in the 
company to investors worldwide. 
 
Continuing successful exploration should again be a feature 
of the coming year and with the strong management team 
now in place, I look forward to reporting to you this time next 
year on a much larger company with hopefully much of the 
uncertainties that have plagued us till now resolved. 
 
Ross Smyth-Kirk 
8 November 2005 
 
Note:  My Address and the CEO’s Summary have been 
posted on Kingsgate’s web site should you wish hard copies. 




