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RECOMMENDATION
Speculative buy.

Subject to stable operating conditions
in the Kyrgyz Republic, Andash
promises to be a very manageable
and low cost gold and copper
producer, in a field of great
opportunities.

INVESTMENT DATA

Share price (last trade 14™ April 2010): A$0.105
ASX Code: KGL
| SSUED CAPITAL

FPO shares: 393 M
Unlisted options: 50 M
Market capitalisation (fully diluted): A$48 M
Major Shareholders

ANZ Nominees: 15.0%
National Nominees: 9.6%
DIRECTORS

John Barr Non Executive Chairman
Simon Milroy Managing Director
Hugh McKinnon Executive Director
John Taylor Non Executive Director

Andrew Daley Non Executive Director
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KEY POINTS

e Kentor Gold Limited is planning to develop the Andash
gold and copper project in the Kyrgyz Republic in 2010.

¢ The Andash feasibility study was completed in March
2010. Pending completion of financing for the US$103
million construction cost, Kentor plans t 0 commission a
concentrator at Andash in 4t Qtr 2011.

¢ Andash reserves of 16 million tonnes at 1.05 g/t gold and
0.4% copper (540,000 oz of gold and 64,000 t of copper)

lie within a pit reserve with a strip ratio of 0.7:1. Andash is

2 km from a road network and 8 km from a hydro

generated mains power line.

e Average annual gold and copper production in
concentrate at Andash is forecast at 60,000 ounces and
6,800 tonnes respectively. Net of copper credits the
forecast average cash cost of gold productionis minus
US$27/0z pre-royalties.

e Copper concentrate is currently in short supply.
Andashdés cl ean, high gol d
sought by smelters in Europe, Kazakhstan and China.

e Most of the historical drilling at Andash has focussed on

Zones 1,2 and 3. Reports suggest previous exploration at
the nearby Nakhodka and Tokhtonysay prospects was
suspended on the verge of significant discoveries.

¢ Andash is likely to become the second major new
minerals development in Kyrgyzstan, and the first in its
region. Undeveloped resources and active exploration
prospects surround the Andash exploration licence.

¢ Kentor has maintained an in-country presence in the
Kyrgyz Republic since 1998, and maintains a unique
relationship with the state geological survey. Kentor
believes success at Andash will open doors to further
opportunities.

eKentords management and
relevant experience in the development of gold and copper
operations.

¢ Kentor is valued here at 24 cents per share diluted for
an equity raising to part finance Andash. The undiluted
valuation is 39 cents per share.

KEY RIsSks

e A popular uprising and change of government on 7t
April 2010 demonstrated the work still required to deliver
stable government in the Kyrgyz Republic.

e Comparatively large equity and debt finance steps are
yet to be negotiated.

Kentor Gold Limited
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SUMMARY OPINION

The Andash project is technically very well
appointed. A very low strip ratio, relatively cheap
power and water availability, low cost labour, good
access to roads and rail i even a south facing
slope to assist ore haulage and warm up the
climate - make for almost as low a unit cost of
mining and treatment as can be reasonably hoped
for. Under these conditions the grades, tonnage
and metallurgy are good enough to provide an
attractive return from the envisaged seven year pit
and processing campaign.

Kentor 6s maj or
opportunities that Andash will open up once in
production. The exploration licence may be well
explored from the surface but it is essentially
undrilled for non-out croppi ng
predecessor reportedly drilled a very successful
hole at one prospect, and found better surface
grades at another prospect before exploration
was curtailed. Neighbouring prospects could also
easily fall into Kentor
may be an obvious destination for some of the 3.2
million ounces in resource just estimated 10 km to
the west (Gold Fields Limited operated).

Kentordés growing
Kyrgyz Republic could also prove useful in
acquiring other projects
productive gold belts.

The Kyrgyz Republic is in the midst of its second
political revolution in five years. Only a week after
the latest uprising, Kentor is confident that this time
the changes will be constructive and durable, with
negligible di sruption t
Despite these assurances political stability in
Kyrgyzstan remains an aspiration.

There is some urgency associated with the Andash
timetable, within which the feasibility study revision
was completed nine months after signing the option
to acquire. Kentor has satisfied itself of the geology
and appointed Amdel to reiterate the metallurgical
test work. Andash is not a complex operation and
Kentords approach is to
over analyse.

The Andash financing step is a big one for Kentor.
At a 50/50 debt/equity split the required new equity
is greater than the current market capitalisation.
The size of the equity requirement, the issue price
and hence the dilution factor, will have an
important bearing on valuations.

Kentor is recommended as an undervalued, under
appreciated gold and copper aspirant with sights on
a range of great opportunities.
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1. COMPANY BACKGROUND

Kentor Gold Ltd was incorporated in 1998 to hold
mineral interests in the Kyrgyz Republic (Kyrgyzstan).

Kentorés focus on the
based on a stable ircountry presence and a unique
alliance with the state owned Kyrgyz Geophysical
Expedition. A public share offer and Australian Stock
Exchangel i sting of Kentor 6s
exploration of a series of Kyrgyz gold prospects, with
an emphasis on sveral targets near the Kumtor gold
mine.

In %QQSya\nd 2Q09 Kenter shiftsdesights[tonagquisition
and development, culminating in the late 2009
purchase of the Andash goldcopper project in north -

west Kyrgyzstan. Kentor financed the acquisition with

saﬁﬂizg miIIior]<péai,‘1e[’r1%ntr 06 215 million new shares

in December 2009.

In December 2009 Kentor engaged engineering firm
AMEC Minproc to update and revise the Andash
feasibility study completed under the previous

mine and on-site processing plant at Andash in 2010.

2. DIRECTORS & M ANAGEMENT
Brh d BaFr,0 %"maerﬁ/t ?Vlana\{é‘{;iingt hlj.ireQ:tort Qfe

Metallgesellschaft in Australia from 1974 to 1994, was

Kyrgyz

shares

0 sownership in 2007. KErfoe plar’s to thdlds al opénlpia n t
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2005.

Hugh McKinnon, a mining engineer and Kyrgyz
resident since 1996, has been instrumental in
6 devel opment S

Kentor 6s
McKinnon is an executive director and

Hugh 1
Kyray3a oty Smandi trkbnfod Me N t

Simon Milroy was appointed Managin g Director and
CEO of Kentor in May 2007. Simon is a mining
engineer whose experience includes management of
the Phu Kham copper-gold mine feasibility studies for
Pan Australian Resources in Laos.

Kentor non-executive director Andrew Daley is a
mining engineer and investment banker, formerly a

m &lifedor pfy Oxigng RRgsaurcesy aad Rag rAustrafiag n
appointed

Resources. Andrew was
before the listing in 2005. John Taylor, a chemical
engineer and Managing Director of Outotec Australia,
was appointed non executive director of Kentor in
July 2009.

Kentor appointed Guy Cordingley General Manager
Operations in February 2010. Guy is a metallurgist
with extensive experience in gold-copper flotation
processes, including three years managing the
Grasberg mill operations for Freeport in Irian Jaya.

Kentor has offices in Brisbane and Bishkek.

Kentor Gold Limited

nce i

t

Re

S



200

kilometres

KAZAKH

Amantaitau Muruntau

7M™ oz. @ 170M oz.

Daugyztau

N
A

=

© g
TURKMENISTAN o
{1

o
k&‘rﬁKlSTAN

STAN

o

/‘fm
Levoberezhny
ANDASH
0.68M OZ. 5
O
@)

O »PO

Kumtor %

17M oz.

Major Gold Mine

x

©  Gold Deposit

Tien Shan

L

KENTOR GOLD LTD

3. ANDASH & THE KYRGYZ REPUBLIC

Gold and copper was discovered in the course of
geological mapping in the foothills at Andash in 1962.
Soviet mineral exploration in the re gion was heavily
influenced by the 1950s discovery of Muruntau, in
present day Uzbekistan. Muruntau was brought into
production in 1967, and produced more than two million
ounces of gold in 2009. Muruntau is in the Tien Shan
Belt, which extends from western Uzbekistan, through
Tajikistan, Kyrgyzstan and southern Kazakhstan to
western China. Andash is one of numerous Tien Shan
Belt gold discoveries made since the 1950s.

Exploration progress and subsequent developments in
the Tien Shan Belt have ebbed and fbwed with some
epic political and commercial swings, many of which can
be traced through the history of the Andash deposit.

The Soviets carried out three methodical exploration
campaigns at Andash between 1977 and 1988. Work on
the main Andash deposit, or Zone 1, included trenching,
mapping, geophysical surveys, three deep core holes
from surface, development of an adit, and five horizontal
holes from adit crosscuts. Resources at Andash were
estimated under the Soviet system in 1988.

Soviet exploration programs found at least five gold
deposits in Kyrgyzstan that are either in production or
near development; Andash, Kumtor, Taldybulak,
Jerooy and Makmal. Of these only Makmal was
developed in Soviet times. Makmal was first mined in
1986 and is still operating in 2010 under state
ownership, producing about 30,000 ounces per year.

After Kyrgyz independence in 1991 foreign investors
wer e invited into Kyrgyz
Kumtor gold project was developed by a
Cameco/Kyrgyz government JV from 1994. Private
company Commonwealth and British Minerals (CBM)
was granted a licence covering Andash, and drilled 23
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reverse circulation holes, mostly into Zone 1, in 1996
and 1997. CBM decided not to proceed and work at
Andash only resumed in 2003, in the hands of a
locally owned company.

The Kyrgyz government maintained an outwardly
supportive stance towards foreign investment in
mining and mineral exploration through to 2005.

The Kumtor mine (now operated by Toronto listed
Centerra Gold Inc.) produced over 600,000 ounces
of gold and al most 10 %
2005; easily the largest foreign investment in the
Kyrgyz Republic. In January 2005 AIM listed
Aurum Mining plc acquired the Andash project.
Also in early 2005 Central Asia Gold Limited and
Oxus Mining plc each completed feasibility studies
on the Taldybulak and Jerooy projects respectively.

of t he

In March and April 2005 a revolution swept a new

parliament and president into power in Kyrgyzstan.

The new regime reiterated outward support for

foreign investment, while investigating alleged abuses
of authority by the previous government and its

agencies. In late 2005 licences for the Jerooy and
Taldybulak projects were effectively reassigned The
aggrieved licence holders Oxus Mining and Central
Asia Gold later settled separate disputes with the
Kyrgyz government, effectively accepting reimbursal
of expenditures and withdrawing from Kyrgyzstan.

Centerra continued operations at Kumtor against a
background of government negotiations until May

2009, when an agreemert was ratified on new terms
for the Kumtor ownership structure.

The Andash project was also affected by reviews of
pre-March 2005 agreements. Aurum  Mining

¢t eam@Plse tmeidnian gs tsuedoyt oorf. AThldeas ho's
2007 and raised £30 million for project construc tion

in April 2007. However in May 2008 work on the

project was suspended by a court ruling in a case

s f

€
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concerning the transfer of Andash between local 4 ANDASH GEOLOGY & RESOURCES
companies prior to January 2005.
The Andash licence area ispart of the large Tien Shan

- Fold Belt, which hosts a large number of intrusion

process fin e disputedlunderlyinggausebfe o510 gold deposits including the Kumtor, Mur untau
the action and the chall eng&atiQn mhdsr UMO6S entitl ement

to the Andash asset. o0 Aurum retained the Andash

licence unencumbered and the financial injunction The Andash gold-copper deposit occurs within
was removed the following month. Despite the court  silicified, quartz -sulphide breccia in a Devonian
clearance Aurum subsequenly resolved to suspend  granodiorite intrusion. Fine grained gold and

further investment in Andash and seek a buyer for it. chalcopyrite occur in the breccia matrix. Andash is
. ) similar in style to some of the Lachlan Fold Belt

In June 2909 Kentor acgepted options to gcquwe deposits including Cadia and Northp arkes.

Aurumbés 80% interest U810t he Andash prolect for

million , and the mining and construction fleet, delivered The main Zone 1 deposit is cylindical in shape with a
to a depot in February 2008, for US$5 million. These strike length of 600 metres and an average diameter
options were exercised inOctober 2009. of 150 metres. Mineralisation outcrops at its north -
west end and plunges south-east at 30 degrees,
parallel to the topographic slope.

Aurum settled the case in February 2009, in the

In 2009 Kyrgyzstan appeared to stabilise as a
destination for foreign investment. Six bills
designed to overhaul mining legislation were A number of later, 5-20m wide porphyry dykes cut
brought before parliament, including measures to  through the main Andash deposit. Soil cover is up to
revise subsoil, concession, production sharing and  7mthick in the valley floors , but only 10 to 50 cm over
tax codelaws. | n t he Worl d Bank thegopelergbodfiDoi ng

Business 20096 t he Kyrgyz Repu b'Ilhé fasic™. sﬂa?)e dnd Qvgrggg grade of Zone 1 at

t
41% among 183 economies in terms of the ease of Andash was understood from work completed prior to
doing business, up from 80% in the previous year.

88.
INJuy 2009 Centerrabds CEO described the Kyrgyz
Republic as a fdstable andAnd@ahzqmeolrfaswraeles;timatioaInisttory:act i ve

environmentao i n whi ch t o é st Centerra i s
developing an underground mining operation at 1988 | Completed under the former Soviet system,
Kumtor in addition to the open pit. Other foreign using a 0.5 g/t cutoff. The database comprised
companies, including Gold Fields Limited and  trenching, underground face sampling from ore
Santos Limited committed significant exploration drives, and eight core holes;

expenditure to the Kyrgyz Republic in 2010. e 169 Mt at 1.1 g/t gold and 0.44% copper.

On the 7" April 2010 a violent popular uprising (Zone 1 C2 and P1 resources)

once again changed the political scene in 1997 i . )
Kyrgyzstan. Perceptions of nepotism and i CBM drilled 23 RC holes into Zone 1 and

corruption, and the formation of a united estimated the first JORC compliant resources. Copper
opposition in March 2010, created the conditions assays wee incomplete at the time of the estimate;

that led to the uprising. Order was restored within e 19.1Mtat 1.03 g/t gold (Zone 1, inferred)
days. As at the 214" April 2010 an interim

government has dissolved the presidential 2007 1 Aurum drilled 35 core holes into Zone 1,
administration, pledged to honour existing  completing an intersection pattern of 30-50 metres
international agreements and proposed general spacing. Wardell Armstrong International (WAI)

elections  within ~ six months. International included the results in a resource estimate as part of
recognition of the interim government is generally the 2007 feasibility study;

expected upon formal resignation of the deposed

president. e 19.6 Mt at 1.10 g/t gold and 0.40% copper
. _ (Zone 1 measured, indicated and inferred,
Kentor believes plans to develop Andash will 1.25 g/t Au equivalent cut off)

remain largely unaffected by the April 2010

political events in Kyrgyzstan. Ke nt or 6 s v i Rlthough pther @rill database grew considerably

from a longstanding presence in Bishkek, is that ~ between 1988 and 2005, successive resource
the changes will stabilise the country for the longer estimates have addressed data deficiencies without
term. Kentor also believes that there will be no risk ~ Mmaterially altering the quantum of resources.

to the security of tenure at Andash and minimal

disruption to the permitting process

GREEN LEADER Equities Research Kentor Gold Limited



Andash longitudinal section. Source : Kentor Gold

The stability of the resource estimates, in the face of
tighter drill spacing and methodology advances,
reflects the coherence of the mineralisation within
mostly sharp contacts. However Andash is relatively
lightly drilled and there is room for geological
interpretation and data reliability issues (whether to
include or exclude some of the early data) to influence
the resource at its margins. In particular there is
scope for 1015% increase in Andash Zone 1 resources
on the south-west flank of the resource as modelled.
Kentor plans to drill up to 12 infill holes at Zone 1 in
May 2010 to further improve confidence in the
resource.

5. PREVIOUS ANDASH DEVELOPMENT

Aurum spent about US$30 million on Andash

between early 2005 and March 2007. The 2007
feasibility study was completed to a high standard,
although changes in scope and basic inputs have
required revision of most aspects. Kentor (through

AMEC Minproc) completed the new Andash

feasibility study in March 2010.

Kentor purchased the near new mobile fleet that
Aurum had delivered to a depot, 150 km from
Andash, just before work was suspended in 2007. The
fleet is a full complement of excavators, haul trucks,
dozers, graders, drill rigs, cranes, compactors and
service vehicles required to build and owner operate a
2 Mtpa mine at Andash. All equipment has been
maintained in working order since March 2007. A 30

man construction camp and two years supply of spare
parts were also part of the purchase.Kentor estimates
the replacement cost of the equipment at US$9
million.

Importantly Aurum had an environmental impact
study approved in 2007, giving Kentor a much
shortened path to updating and renewing the
environmental permit in 2010.

GREEN LEADER Equities Research

6. RESERVES AND M INING

Kentor accepted the WAI resource and reserve model
and revised the mine plan, designing a pit with
reserves of;

e 16 million tonnes at 1.05 g/t gold and 0.40%
copper.

The estimated strip ratio is 0.72:1. Waste and ore will
be dry blasted and excavated in three metre high
flitches. In the first two years of operation Kentor
plans to mine ore at a greater rate than the treatment
schedule, building up a low grade oxide stackpile and
delivering grades of up to 1.6 g/t gold and 0.6%
copper to the mill.

Over the footprint of the deposit, elevation varies
from 2,200 to 2,500 metres above sea level.The floor
of the planned pit is 2,150 metres above sea level. Ore
will be trucked 6 km to the process plant site, about
100 metres abovethe flood plain of the Karakol River,
at about 2,000 metres above sea level.

Andash Zone 1 waste rock is non acid generating and
will be placed south of the pit, again making use of the

slope. The waste will also be used for the ongoing
construction of the tailings dam wall. Ore will be

stockpiled at a site near the crusher.

7. M ETALLURGY AND ORE PROCESSING

Kentor plans to process the ore through athree stage
crushing circuit, a single ball mill (in stage 1 with a
secondary mill added in stage 2), an Isa Mill regrind
of the rougher concentrate to 20 micron, then final
cleaning to produce a single concentrate stream
Facility to install a gravity circuit is included in the
design. Crushing, grinding and flotation circuits are
all conventional designs.

The anticipated life of mine average gold and copper
recoveries are 72% and 69% respectively. Oxide
copper minerals malachite and azurite, which are

present in Zone 1 at depths from surface of up to 1D

metres, are estimated to account for about 15% of
Andashos copper
selector reagents have improved flotation recoveries
of secondary and oxide copper minerals since the
2007 feasibility study.

Average concentrate grades of 60g/t gold and 22%
copper are expected.

Tailings will be stored in an impermeable basin. A
reclaim facility will recover water from the tailings
dam for use in the process plant. Tailings storage
conforms to regulations designed to prevent seepage
into the Karakol River. The design of the life of mine
tailings storage facilty forms part of the

Kentor Gold Limited
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environmental submission due for consideration in
July 2010.

8. ACCESS AND | NFRASTRUCTURE

Road and rail links to Andash are good. The village
Kopuro-Bazar, 2.5km from the deposit, is connected
by 10 km of unsealed road, then 45 km of sealed road
to the town of Talas. From Talas, there are sealed
highways to the Maimak railway station in

Kazakhstan (100 km) and the Kyrgyz capital Bishkek

(200 km).

Kentor will draw unski lled labour from local villages,
and skilled operators from the broader mining sector
in Kyrgyzstan, Kazakhstan and Uzbekistan.

At 2,000 to 2,500 metres above sea level and on a
south facing aspect, the continental climate at Andash
is considerably kinder on people and machines than
at Kumtor, which is more than 4,000 metres above

sea level.

Andash will draw its process water from the Karakol
Ri ver next to the
demand accounts for about 5% of the annual river
flows.

A sub-station on the main, 500kV powerline that
serves the Talas region, is eight kilometres from the
planned Andash plant site. Kentor plans to build a
spur and separate substation on site, with the
capacity to supply Andash with up to 25 MW of mains
electricity. The Kyrgyz power network is based on
reliable hydro schemes and Kyrgyzstan exports power
to neighbouring countries.

View from

the Andash deposit
Source: Kentor Gold.

looking south.

9. CONCENTRATE SALES

Representative Andash concentrate produced in
testing is considered clean with a relatively high gold
content. Average concentrate specifications are 60 g/t
gold and 22% copper, with no deleterious elements
approaching penalty thresholds. At current price

GREEN LEADER Equities Research

settings revenue from concentrate sales s

apportioned 60% gold and 40% from copper.

The short supply of copper concentrate around the
world is reflected in the attractive terms smelters are

offering to concentrate producers. 2010 benchmark
treatment charges and refining charges of US$47.50
per tonne of concentrate and US4.75 cents per pound
of copper, without price participation, are near

historic lows. Supply disruptions at major copper

mines have helped tighten the market and some
rebalancing may be expected in coming years.
Averages of US$75/t and US¢7.5/lb are assumed in
the accompanying forecasts.

Kentor plans to export 31,000 tonnes of concentrate
per year. The concentrate will be trucked in two tonne
bulka bags to the Maimak rail station, which is part of
a network connected to amelters in Kazakhstan, China
and Europe.

Andashoés product
of welcome blend feed for several accessible smelters.
Kentor has received indications of benchmark terms

t r eat me nglus payneent tfor upTidn €8% fof thej certainédsgoldva t e r

(accompanying forecasts assume 97% payable gold,
96.5% payable copper or a minimum of 1 percentage
point taken off the concentrate copper grade). The
benchmark terms on contracted sales are
renegotiated annually.

10. CAPITALAND OPERATING COSTS

The feasibility study capital cost estimate is US$102
million. The estimate includes all expenses to the
beginning of the ramp-up of Stage 1 to 1.5 Mtpa,
including the process plant, infrastructure, tailings

storage facility, pre-production mine costs, first
reagent fill, three additional haul trucks and US$5.4
million in contingency allowance. The engineering,
procurement and construction of the process plant
comprises US$63.5 million of the total cost estimate.

The feasibility study capital cost estimate of Phase 2,
in which the project is expanded to mine and process
3.0 million tonnes of ore per year, is US$25 million.
The mine schedule maintains steady earth movement
rates between Stages 1 & 2, requiring no further
investment in the mining fleet.

The feasibility study estimate of the average cost of
owner operated drill and blast mining is US$3.20 per
bank cubic metre of ore and waste. The mining cost
(including the 6 km haul from mine to crusher) is
estimated at US$3.46 per tonne of ore delivered to
the treatment plant. The low strip ratio at Andash
(0.7:1) allows for very low mining costs.

The cost of ore processing is estimated atUS$8 per
tonne, reducing to US$7/tonne in Stage 2. The ore is

Kentor Gold Limited
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not particularly hard or abrasive and mains power is
available at USt4-5/kwh.

Concentrate freight costs depend on the destination
smelter. The range of freight costs between the
nearest smelter (Kaz Zinc in Kazakhstan, 60% owned
by Glencore) and a northern European smelter is
US$45 to US$110 per tonne of concentrate. The total
cost of handling and freight assumed in the
accompanying forecasts is US$85/t of concentrate.
Smelter terms variation can easily outweigh the
freight differential.

Andash life of mine gross revent

$US642M
Minority Kentor net
. interest _ profit
Royalties 5% 26%
4%
y

Taxes

5% Mining
Insurance 8%
marketing—|

0%
Smelting
4%

Treatmenti
21%

Concs freigh
3%
Capital =
2204 Admin
2%

11.LICENCES AND PERMITTING

In August 2005 the State Agency of Geology and
Mineral Resources issued Licerce AE 218 to the
Andash Mining Company Ltd (AMC). The licence
confers the right to develop Zone 1 at the Andash
project. AMC is a Kyrgyz registered company, owned
80% by Kentor through a wholly owned British Virgin
Islands registered company. A trust set up to benefit
local communities owns 10% of AMC. Aurum Mining
plc retained 10% of AMC after the initial sale
agreement with Kentor in mid 2009. On the 31st
March 2010 Kentor was granted an option to acquire
Aur umds 10% of A M@l fihaadial
projections assume Kentor exercises this option.

AMC is financed through inter-company loans.
Kentor lends the local limited liability company its
share of capital contribution and is repaid from cash
flow after recouped capital. At the end of December
2009 US$30 million of past ex penditure incurred by
Aurum was repayable to Kentor.

AMCO s |for dewatopneent covers an area ofone
square kilometre over Zone 1 Land to develop the
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project was reassigned to industrial use and awarded
to AMC. The licence requires renewal in 2017.

Ken t o rAadash Exploration Licence covers 53
square kilometres, extending from the Talas Valley in
the south to the mountainous frontier with
Kazakhstan in the north. Kyrgyz policy is to re-new
exploration licences provided a schedule of works has
been agreed with the State authorities and
subsequently implemented.

Aur umobs environment al i
approved in 2008. Kentor is updating the study to
reflect changes in plant location and tailings storage
design. The focus of environmental studies at Andash
is on preserving the quality of water flows in the
Karakol River. Kentor is assisted by low levels of
sulphides in the waste rock and tailings, mitigating
against acid mi ne drainage,
relatively light rainfall (400 mm annual average).

Kentor plans to submit a new environmental impact
statement by July 2010.

mpact

Kentor has had a number of permits successfully pass
through the approval process, getting a two week turn

around on most occasions. The Kyrgyz bureaucracy is
familiar with mining i ndustry requirements.

12. TAXES AND ROYALTIES

With the new mining legislation still in process, taxes
and royalties relevant to the Andash project are as
follows;

e Corporate tax i 10% of net profit

e 5% royalty on net smelter gold revenue

e 3% royalty on net smelter copper revenue
e 1.5% sales tax

e 10% withholding tax on dividends

In addition to planned local service works Kentor has
offered 1% of net smelter revenue to be shared
amongst local and provincial communities.

13. EXPLORATION

While the prospectivity of the Andash exploration

U ﬁcgnge‘ has een apparent since the 1960s, subsurface

exploration outside of Zone 1 has been restricted to a
dozen drill holes (and one adit). Of these, eleven (and
the adit) were completed at Zones 2 and 3,less than 1
km west of Zone 1.

Soviet geologists recorded ore grade intersections in
complex settings at Zones 2 and 3, before focus
shifted almost entirely to Zone 1.

In late 2006 Aurum reported the results from rock
chip sampling and trenching at two regional

Kentor Gold Limited



prospects; Nakhodka and Tokhtonysay. Nakhodka is
2 km north of Zone 1 and Tokhtonysay is 6 km east,
on the border of the exploration licence.

Aurum described Nakhodka as a newly discovered,
one kilometre long zone of strongly altered breccia
with intensive pyrite , chalcopyrite and visible gold

mineralisation . Aurum reported grab sample assays of
up to 124 g/t and trench intersections of 10 metres at
8 g/t and 9 metres at 5 g/t.

At Tokhtonysay seven outcropping mineralised zones
were identified from trenching; four in the An dash
exploration licence and three in the adjoining licence
now held by the Orsu Metals/Gold Fields joint
venture. In January 2008 Aurum reported a drill
intersection of 57 metres at 1.48 g/t gold and 1.4%
copper, from 15 metres below surface, in the one lole
drilled at Tokhtonysay. Tokhtonysay is skarn hosted
with potential for higher average gold grades than at
Andash.

Aur umds pl ans t o foll ow
Tokhtonysay were put on hold in May 2008. Kentor
now plans to drill Tokhtonysay in May 2010, at the
completion of Zone 1 infill drilling.

The Andash exploration licence has been well covered
by geophysical surveys, and to a lesser extent by
geochemical sampling. The weak response of Andash
Zone 1 to geophysical detection leaves the lease
prospectswide open for partially or completely buried
repeats of Andash Zone 1 deposit types. The broader
area to the north of Zone 1 that includes Nakhodka
has been identified as a high priority for future
exploration.

The establishment of a concentrator at Andash may
also draw opportunities to Kentor from outside the
licence. In March 2010 a resource of 153 million
tonnes at 0.66 g/t gold (3.2 million ounces) and
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0.15% copper was estimated for the Taldybulak
porphyry deposit operated by Gold Fields (not the
unrelated Taldybulak project previously owned by
Central Asian). The Taldybulak porphyry is 12 km
west of Andash. The historically mined Aktash Cu-Au
skarn deposit is 10 km east of Andash. Aktash is
controlled by a Kyrgyz-Kazakh company.

14. OTHER ASSETS, FINANCE

Kentor put plans to bring the Savoyardy Gold Project
into production in 2009 on hold when Andash was
acquired. Kentor has an option to buy 100% of
Savoyardy for US$1.25 million. The Savoyardy
exploration licence extends over 270 kn? in the
south-ead of the Kyrgyz Republic.

Kentor has active exploration projects at Kurgan and
Bashkol in the Kyrgyz Republic.

Panax Geothermal (ASX: PAX) has the right to earn
51% of a geothermal energy exploration licence held
ypKenteranenerthern Kykgyzstank a and

At the end of December 2009 Kentor had A$13
million in cash.

Kentor will be seeking debt and equity finance of up
toUS$120 million for
The accompanying valuation assumesA$67 million in
new equity is raised atA$0.15 per Kentor share.

Kentor plans to complete financing arrangements by
the end of June 2010, allowing a twelve month
construction period to finish in June 2011. The
process plant would then be commissioned in the
September quarter of 2011.

Kentor Gold Limited

Andashods



