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1. Important information about this document 
 

This annual information form (AIF) provides important information about 
Centerra Gold Inc.  It describes our history, our markets, our operations 
and projects, our mineral reserves and resources, sustainability, our 
regulatory environment, the risks we face in our business and the market 
for our shares, among other things.  Unless otherwise indicated, 
information in this AIF is provided as of December 31, 2013. 

It also incorporates by reference: 

 our management’s discussion and analysis (MD&A) for the year ended December 31, 2013, which is 
available on SEDAR at www.sedar.com; and 

 our audited consolidated financial statements for the year ended December 31, 2013 (2013 financial 
statements) which are also available on SEDAR. 

1.1 Reporting currency 

All dollar amounts in this AIF are expressed in United States dollars except as otherwise indicated.  References 
to $ or dollars are to United States dollars and references to C$ are to Canadian dollars.  For reporting 
purposes, we prepare our financial statements in United States dollars and in conformity with accounting 
principles generally accepted in Canada, being International Financial Reporting Standards (IFRS), as issued by 
the International Accounting Standards Board. 

The annual average exchange rate in 2013 for U.S. dollars to Canadian dollars, based on the Bank of Canada 
noon rate and the exchange rate at December 31, 2013, were one U.S. dollar per C$1.0299 and C$1.0636 
respectively.  

With respect to legal and regulatory claims made by certain government and other agencies and described in 
this AIF, the amounts of the claims are reported in the U.S. dollar equivalent as at of the date of such claims. 

1.2 Historic gold prices 

The price of gold fluctuates.  The following table shows the annual average daily afternoon gold price fixing on 
the London Bullion Market from 2004 to 2013. 

 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Average Gold Price 
($/oz) 

409 444 604 696 872 973 1,225 1,572 1,669 1,411 

1.3 Technical information 

The disclosure in this AIF of a scientific or technical nature for our Kumtor, Boroo, and Gatsuurt properties are 
based on technical reports prepared for these properties in accordance with National Instrument 43-101 -
 Standards of Disclosure for Mineral Projects (NI 43-101) of the Canadian Securities Administrators.  The 
technical information has been updated with current information where applicable.  

 The technical report on the Kumtor project dated effective September 30, 2012, (the Kumtor Technical 
Report) was prepared by Henrik Thalenhorst, P. Geo. of Strathcona Mineral Services Limited, Dan 
Redmond, P. Geo., an employee of Centerra, Tommaso Roberto Raponi, P. Eng., an employee of 
Centerra, and Victor Vdovin, P. Eng., an employee of Centerra.  Each of these persons is a qualified 
person for purposes of NI 43-101 and Mr. Thalenhorst is independent of Centerra. 

 The technical report for the Boroo project, dated December 17, 2009, (the Boroo Technical Report) was 
prepared by Tommaso Roberto Raponi and Dan Redmond, each of whom is a qualified person and an 
employee of Centerra.  

Throughout this document, the terms we, 
us, our, Centerra and the Company mean 
Centerra Gold Inc. and its direct and 
indirect subsidiaries 

http://www.sedar.com/
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 The technical report for the Gatsuurt project, dated as of May 9, 2006, (the Gatsuurt Technical Report) 
was prepared by James W. Hendry, P. Eng., William E. Roscoe, P. Eng. and David A. Ross, P. Geo., 
each an employee of Roscoe Postle Associates Inc. (Roscoe Postle), and each of whom is independent 
of Centerra and a qualified person.  

The technical reports have been filed on SEDAR at www.sedar.com.  

All exploration information and related scientific and technical information in this AIF regarding the Öksüt project 
was prepared in accordance with the standards of the Canadian Institute of Mining, Metallurgy and Petroleum, 
and NI 43-101 and were prepared, reviewed, verified and compiled by our geological and mining staff under the 
supervision of Malcolm Stallman, Member of the Australian Institute of Geoscientists (AIG), Centerra’s Regional 
Exploration Manager – Western Asia and Eastern Europe, who is a qualified person for the purpose of NI 43-
101. 

All exploration information and related scientific and technical information in this AIF regarding Centerra’s 
Mongolian and Russian exploration properties was prepared in accordance with the standards of the Canadian 
Institute of Mining, Metallurgy and Petroleum, and National Instrument 43-101- Standards of Disclosure for 
Mineral Projects of the Canadian Securities Administrators (NI 43-101) and were prepared, reviewed, verified 
and compiled by our geological and mining staff under the supervision of Boris Kotlyar, Certified Professional 
Geologist with The American Institute of Professional Geologists (AIPG), Centerra’s Director, Exploration, who is 
a qualified person for the purpose of NI 43-101. 

The mineral processing and metallurgy information and related scientific and technical information in this AIF 
was prepared in accordance with the standards of the Canadian Institute of Mining, Metallurgy and Petroleum, 
and NI 43-101, and was prepared, reviewed, verified and compiled by our staff under the supervision of 
Tommaso Roberto Raponi, P. Eng., Centerra’s Director, Metallurgy, who is the qualified person for the purpose 
of NI 43-101. 

The mineral reserve and resource estimates, mine production information, and other scientific and technical 
information in this AIF (other than in respect of the mineral processing, metallurgy, and exploration information 
noted above) were prepared in accordance with the standards of the Canadian Institute of Mining, Metallurgy 
and Petroleum, and NI 43-101, and were prepared, reviewed, verified and compiled by our geological and 
mining staff under the supervision of Dan Redmond, Ontario Professional Geoscientist, Centerra’s Director, 
Technical Services - Mining, who is the qualified person for the purpose of NI 43-101. 

A glossary of geological and mining terms has been included at the end of this AIF for ease of reference. 

1.4 Forward-looking information  

This AIF and the documents incorporated by reference into this AIF contain statements and information about 
our expectations for the future.  When we discuss our strategy, plans, proposed exploration and development 
activities and future financial and operating performance, or other things that have not yet taken place, we are 
making statements considered to be forward-looking information under Canadian securities laws.   

Key things to understand about the forward-looking information in this AIF: 

 It typically includes words and phrases about the future, such as plans, expects or does not expect, 
budget, forecasts, projections, anticipate or does not anticipate, believe, intend, potential, strategy, 
schedule, estimates, contemplates, targets, and similar expressions or statements that certain actions, 
events or results may, could, would, might or will be taken, occur or be achieved.  

 It is based on a number of material assumptions, including those we have listed below, which may prove 
to be incorrect. 

 Actual results and events may be significantly different from what we currently expect, because of the 
risks associated with our business.  We list a number of these material risks below.  We recommend you 
also review other parts of this document, including “Risks that can affect our business” starting on page 
109 and our 2013 MD&A (incorporated herein by reference), which include a more detailed discussion of 
other material risks that could cause our actual results to differ from current expectations. 

http://www.centerragold.com/
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Forward-looking information is designed to help you understand management’s current views of our near and 
longer term prospects.  It may not be appropriate for other purposes.  We will not necessarily update this 
forward-looking information unless we are required to by securities laws. 

Examples of forward-looking information in this AIF  

 expected production at our Kumtor and Boroo 
operations and the timing of such production 

 expected grades, recoveries and costs per 
ounce of production at Kumtor and Boroo 

 our expectations regarding the outcome of 
discussions with the Kyrgyz Republic in relation 
to the proposed restructuring of the Kumtor 
project into a joint venture between Kyrgyzaltyn 
JSC and Centerra 

 our expectation that allegations and claims of 
environmental damages at Kumtor by Kyrgyz 
Parliamentary and State Committees and 
Kyrgyz regulatory agencies will be resolved 
without material impact to us 

 our expectation that the agreements governing 
the Kumtor Project (Kumtor Project 
Agreements) will be enforced 

 estimated growth capital, sustaining capital, 
decommissioning and reclamation costs at 
Kumtor and Boroo 

 life-of-mine plans at Kumtor and Boroo 

 the timing for development of new deposits, 
including the Gatsuurt project in Mongolia 

 our exploration plans for 2014 

 our anticipated receipt of necessary permits, 
licenses and regulatory approvals for our 

Kumtor and Boroo operations and Gatsuurt 
project 

 our expectations regarding pit wall stability and 
the results of the dewatering program at Kumtor 

 our expectations regarding ice and waste 
movement at Kumtor and our ability to continue 
managing them 

 the effect of the Water and Forest Law on the 
Gatsuurt project 

 the successful negotiation of an acceptable 
investment agreement for the Gatsuurt project 
and the designation of the Gatsuurt project as a 
strategic deposit 

 our expectations regarding the Öksüt feasibility 
study and that related permits and other 
regulatory requirements will be obtained or 
satisfied in a timely manner; 

 our expectations regarding future growth, 
results of operations and financial performance 

 our expectations as to the future business and 
political environment in the jurisdictions where 
we operate 

 our business prospects 

Material assumptions  

 any recurrence of political and civil unrest in the 
Kyrgyz Republic will not impact operations, 
including movement of people, supplies and 
gold shipments to and from Kumtor 

 the Kyrgyz Government and Parliament taking 
no action in connection with the matters 
referred to under the heading “Centerra’s 
Properties – Producing gold Mines – Kumtor 
project – Kyrgyz Parliamentary and State 
Commissions and Environmental Claims” that 
could have a material impact on operations or 
financial results.  This includes the Government 
(or a working group formed by the Government) 
seeking to re-negotiate the Kumtor Project 
Agreements, and taking the steps referred to in 
the Parliamentary Decree 2805-V if such 
negotiations are not successful, including 
repealing laws passed in 2009 approving the 
Kumtor Project Agreements and terminating the 
Kumtor Project Agreements   

 our expected gold production and operating 
costs at our Kumtor and Boroo operations will 
be as expected 

 grades and recoveries at Kumtor and Boroo will 
remain consistent with life-of-mine plans to 
achieve the forecast gold production 

 expected spot and realized prices for gold will 
be as expected 

 expected tax rates, foreign currency exchange 
rates, and interest rates will be as expected 

 our growth capital, sustaining capital, 
decommissioning and reclamation estimates 
will be accurate 

 our mineral reserve and resource estimates, 
and the assumptions upon which they are 
based will be accurate 

 prices for energy inputs, labour, material costs, 
supplies and services (including transport) will 
be as expected 

 expansion of the Central pit at Kumtor to 
implement the current life-of-mine plan (KS-13) 
will be successful 

 we are able to manage the risks of pit wall 
movement at Kumtor 
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 the dewatering program at Kumtor continues to 
produce the expected results, and the water 
management system works as planned 

 we are able to satisfactorily manage the ice and 
waste movement at Kumtor, and to unload the 
ice and waste in the southeast portion of the 
Central pit and that the buttress to address the 
movement of the south arm of the Davydov 
Glacier will be successfully constructed and 
perform as expected 

 the capacity shortfall at the tailings 
management facility at Kumtor will be 
addressed 

 the design of the new and expanded waste 
dumps at Kumtor adequately addresses the 
risks associated with size and stability 

 no labour related disruptions occur at any of our 
operations 

 no unplanned delays in, or interruption of 
scheduled production from Kumtor and Boroo, 
including due to civil unrest; natural 
phenomena; regulatory or political disputes; 
equipment breakdown, or other developmental 
and operational risks 

 all necessary permits, licenses and regulatory 
approvals for our operations are received in a 
timely manner 

 our ability to comply with current and future 
environmental, health and safety laws, and 
other regulatory requirements 
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Material risks 

Political and regulatory risks  

 the political risks associated with our principal 
operations and resource nationalism in the 
Kyrgyz Republic and Mongolia 

 changes in laws, regulations and government 
practices in the jurisdictions in which we operate, 
including changes with respect to environmental 
matters 

 the Kyrgyz Government and Parliament may 
take actions in connection with the State 
Commission Report and the Parliamentary 
Decree adopted on February 21, 2013 

 a Kyrgyz Government Decree was adopted in 
July 2012 purporting to cancel our land use 
(surface) rights over the Kumtor concession 

 allegations and claims of environmental damage 
at Kumtor by Kyrgyz Parliamentary and State 
Committees and Kyrgyz government authorities 
are upheld 

 revocation of our mineral licenses in Mongolia 
pursuant to Water and Forest Law 

 the Mongolian Government taking an equity 
interest in our Mongolian properties pursuant to 
the 2006 Mongolian Minerals Law  

 an increase in the royalties payable in 
connection with certain of our Mongolian 
operations pursuant to the November 2010 
amendments to the 2006 Mongolian Minerals 
Law 

 our ability to successfully negotiate an 
investment agreement for the Gatsuurt project 

 our ability to obtain all necessary permits, 
licenses and regulatory approvals for our 
operations in a timely manner 
 

Operational and Exploration risks  

 ground movement at Kumtor 

 waste and ice movement at Kumtor 

 our exploration and development activities may 
not be successful 

 operational risks and hazards inherent in 
carrying out our exploration, development and 
production activities 

 the adequacy of our insurance to mitigate 
operational and other risks 

 mechanical breakdowns of our mining, or 
processing equipment 

 we may not receive permits to raise the tailings 
dam at Kumtor 

 our ability to replace our mineral reserves 

 the occurrence of any labour unrest or 
disturbances, and our ability to successfully re-
negotiate collective agreements when required 

 seismic activity in the vicinity of our operations in 
the Kyrgyz Republic and Mongolia 

 long lead times required for equipment and 
supplies given the remote location of our 
properties 

 illegal mining on our Mongolian properties 

 our ability to attract and retain qualified 
personnel 

 competition for mineral acquisition opportunities 

 risks associated with the conduct of joint 
ventures 

 risks associated with the performance of the ring 
gear at the Kumtor ball mill 

 risks associated with the construction and 
effectiveness of the buttress to reduce the 
movement of the south arm of the Davydov 
Glacier 
 

Financial risks  

 the sensitivity of our business to the volatility of 
gold prices 

 our mineral reserve and resource estimates may 
be inaccurate 

 our production and cost estimates may be 
inaccurate 

 the impact of restrictive covenants in our 
revolving credit facility 

 our ability to obtain future financing 

 the impact of global financial conditions 

 the impact of currency fluctuations 

 the effect of market conditions on our short-term 
investments 

 our reliance on cash flow from our subsidiaries  

 our ability to make payments, including any 
payments of principal and interest on our debt 
facilities 
 

Environmental, health and safety risks 

 environmental, health and safety risks 

 discharge of hazardous materials, such as 
sodium cyanide, into the environment 
 

Legal and other risks 

 litigation 

 defects in title in connection with our properties 

 our ability to enforce our legal rights 

 risks associated with having a significant 
shareholder 

 possible director conflicts of interest 
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1.5 Non-GAAP measures  
 
On June 27, 2013, the World Gold Council (WGC) released guidance regarding the non-GAAP measures “All-In 
Sustaining Costs” and “All-In Costs”. The Company has reviewed the WGC’s recommended measures and 
assessed their impact. The Company has adopted the WGC’s measures and has modified its calculation of its 
“all-in cash cost” measure to conform to the industry’s standard following its review. Going forward, the Company 
and will provide reconciliation of these new non-GAAP measures to the most comparable GAAP measure.  
 
This AIF contains the following non-GAAP financial measures: all-in sustaining costs per ounce sold, all-in costs 
per ounce sold, all-in costs including taxes per ounce sold, adjusted operating costs per ounce sold, sustaining 
capital and growth capital. These financial measures do not have any standardized meaning prescribed by 
GAAP and are therefore unlikely to be comparable to similar measures presented by other issuers, even against 
other issuers who may also be applying the WGC guidelines. 
 
Why are these non-GAAP Measures Included in this AIF? 
 
Management believes that the use of these non-GAAP measures may assist analysts, investors and other 
stakeholders of the Company in understanding the costs associated with producing gold, understanding the 
economics of gold mining, assessing our operating performance, our ability to generate free cash flow from 
current operations and to generate free cash flow on an overall Company basis, and for planning and forecasting 
of future periods. However, the new measures do have limitations as analytical tools as they may be influenced 
by the point in the life cycle of a specific mine and the level of additional exploration or expenditure a company 
has to make. These measures may be distorted in periods where significant capital investments are being made 
to expand for future growth or where significant cash mining costs are being expended on stripping in advance 
of accessing ore to be processed.  Accordingly, these non-GAAP measures should therefore not be considered 
in isolation, or as a substitute for, analysis of our results as reported under GAAP.  
 
Definitions  
 
The following is a description of the non-GAAP measures used in this AIF. The definitions are consistent with the 
WGC’s Guidance Note on these non-GAAP measures:   

 

 Operating costs include mine operating costs such as mining, processing, site support, royalties and 
operating taxes (except at Kumtor where revenue-based taxes are excluded), but exclude depreciation, 
depletion and amortization, reclamation costs, financing costs, capital development and exploration.  
 

 Adjusted operating costs per ounce sold include operating costs, regional office administration, social 
development costs related to current operations, refining fees and by-product credits.  
 

 All-in sustaining costs per ounce sold include adjusted operating costs, the cash component of 
capitalized stripping costs, regional office administration costs, accretion expenses, and sustaining 
capital. The measure incorporates costs related to sustaining production.  
 

 All-in costs per ounce sold include all-in sustaining costs and additional costs for growth capital, 
corporate general and administrative expenses, global exploration expenses and social development 
costs not related to current operations.  
 

 All-in cost per ounce sold exclude the following: 
o working capital (except for adjustments to inventory on a sales basis).  

 
o all financing charges (including capitalized interest).  

 
o costs related to business combinations, asset acquisitions and asset disposals.  
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o other non-operating income and expenses including interest income, bank charges, and foreign 
exchange gains and losses.  

 

 All-in costs including taxes per ounce sold includes revenue-based taxes at Kumtor and income taxes at 
Boroo.  
 

 Capital expenditures (Sustaining) is a capital expenditure necessary to maintain existing levels of 
production. The sustaining capital expenditures maintain the existing mine fleet, mill and other facilities 
so that they function at levels consistent from year to year.  
 

 Capital expenditures (Growth) is capital expended to expand the business or operations by increasing 
productive capacity beyond current levels of performance.  

 
A reconciliation of the non-GAAP measures used in this AIF is contained in our management’s discussion and 
analysis (MD&A) for the year ended December 31, 2013, which is available on SEDAR at www.sedar.com 
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2. About Centerra 

We are a gold mining company engaged in the 
operation, exploration, development and acquisition of 
gold properties in Asia, the former Soviet Union and 
other emerging markets worldwide.  We focus our 
business and efforts on our producing gold mines in 
the Kyrgyz Republic and Mongolia, and on our 
development property in Mongolia.  We also have 
exploration interests in Mongolia, Turkey, Russia, 
Cyprus and western Canada. 

Our head office is in Toronto, Ontario.  

Our Properties 

Producing gold mines Development project Exploration Projects 

 Kumtor, in the Kyrgyz Republic (100%)  Gatsuurt, in Mongolia (100%)  Öksüt, in Turkey (100%) 

 Boroo, in Mongolia (100%)   ATO, in Mongolia (100%) 

   Kara Beldyr, in Russia (70%) 

   Dvoinoy, in Russia (46%) 

   Ulaan Bulag, in Mongolia (100%) 

   Options on projects in Turkey, 
Russia, Cyprus, and Canada 
(Yukon) 

 

Centerra Gold Inc.  

1 University Avenue 
Suite 1500 
Toronto, Ontario 
Canada  M5J 2P1 

Telephone: 416-204-1953 

Website: www.centerragold.com 

We are publicly listed on the Toronto Stock Exchange 
(TSX) under the symbol CG. 

http://www.centerragold.com/
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2.1 Inter-corporate relationships 

Our principal subsidiaries are set out below.  They are 100% owned, unless otherwise noted.  

Centerra Gold Inc. 

(Canada)
1

Centerra Gold 

Mongolia LLC 

(Mongolia

Kumtor Gold

Company

(Kyrgyz Republic)

Kumtor Operating 

Company 

(Kyrgyz Republic)

Centerra Exploration 

B.V.

(The Netherlands)

AGR Limited

(British Virgin Islands)

Centerra Luxembourg (III)

S.ar.L

(Luxembourg)

Centerra Netherlands 

(Belgium)

Boroo Gold 

LLC

(Mongolia)

Centerra Gold (KB) Inc.

(Canada)

Kumtor Mine

Katla 

JV

Oksut 

Project
 

Boroo

Mine

Gatsuurt 

Project

Awilia Enterprises 

Limited

(Cyprus)

OOO Kara Beldyr 

(Russia)

Kara Beldyr 

JV

Centerra 

Madencilik A.S. 

(Turkey)

Stratex 

Enez JV
 

KYRGYZ SEGMENT
KYRGYZ SEGMENT

MONGOLIAN SEGMENT
MONGOLIAN SEGMENTEXPLORATION

2EXPLORATION
2

ATO 

Project

Oksut Madencilik 

Sanayi Ve Tkaret 

A.S. (Turkey)

45.57%

Umlekan

JV
 

70%

Cabletech 

Investments 

Limited (Cyprus)

Sakhtakhan 

Mining LLC

(Russia)

Dvoinoy 

JV
 

Centerra 

Luxembourg 

Holdings 

S.ar.L

(Luxembourg)

Betty/ 

Hayes 

Property

Laogouxi

JV

 

 

(1) Centerra was incorporated under the Canada Business Corporations Act by articles of incorporation dated November 7, 2002 under the 
name 4122216 Canada Limited.  Centerra changed its name on December 13, 2002 to Kumtor Mountain Holdings Corporation and on 
December 5, 2003 to Centerra Gold Inc. 

 (2) This does not include exploration licenses in the Kyrgyz Republic and Mongolia which are held by Kumtor Gold Company CJSC in the 
case of Kyrgyz exploration licenses and BGC and Centerra Gold Mongolia LLC in the case of Mongolian exploration licenses.   
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2.2 Recent developments 

The following is a summary of key developments over the past three years. 

2011 ..........................  2012 .............................. 2013 ...........................  
 
General developments 

 Our consolidated gold production was 
642,380 ounces  

 We continued to work with government 
authorities in Mongolia on regulatory 
matters. 

February  

 Amendments to the Water and Forest 
Law were proposed by a group of 
Mongolian Parliamentarians. 

March 

 Steps were taken against Centerra to 
enforce a debt owed by the Kyrgyz 
Republic to a Turkish company.  The 
Turkish company claimed that the 
shares of Centerra owned by 
Kyrgyzaltyn are legally and beneficially 
owned by the Kyrgyz Republic and are 
therefore subject to execution to pay the 
debt. 

April 

 We declared a special dividend of 
C$0.30 per share and an annual 
dividend of C$0.10 per share. 

July 

 We announced the discovery of a 
precious and base metal deposit on our 
ATO property in Mongolia. 

September 

 Kumtor paid approximately $14.1 million 
to the Kyrgyz Republic Social Fund (the 
Social Fund) to cover contributions 
owing to the Social Fund for 2010 and 
for 2011 (up to September) in respect of 
premium compensation paid to 
employees who work at high-altitude. 

October 

 We became a Supporting Company of 
the Extractive Industries Transparency 
Initiative. 

 We issued our first Corporate 
Responsibility Report. 

 Almazbek Atambayev was elected as 
President of the Kyrgyz Republic. 

December 

 The transfer of diesel fuel and other 
supplies to Kumtor was interrupted by 
an illegal roadblock. 

 
General developments 

 Our consolidated gold production was 
387,076 ounces at an all in cost per 
ounce sold of $1,991. 

 We declared quarterly dividends of 
C$0.04 per share in May, August and 
November. 

 We worked with the Kyrgyz 
Parliamentary Commission and State 
Commission reviewing Kumtor’s 
compliance with Kyrgyz laws. 

January 

 The outstanding issues from the 2009 
inspection of Boroo were resolved. 

 Mining activity in pit 6 at Boroo 
resumed. 

February 

 A Kyrgyz Parliamentary Commission 
was established to review Kumtor’s 
compliance with Kyrgyz laws. 

 Unionized employees at Kumtor carried 
out an illegal 10-day strike. 

March 

 The 2012 mine plan at Kumtor was 
changed to address the management of 
ice and waste movement. 

May 

 Ian Atkinson was appointed as our new 
President and CEO.  Stephen Lang, our 
former President and CEO, became 
Chairman of the Board of Directors.   

June 

 The Kyrgyz Parliamentary Commission 
issued a report alleging non-compliance 
with environmental and other laws at 
Kumtor. 

 The Kyrgyz Government created a State 
Commission to conduct an examination 
of the Parliamentary Commission report. 

July 

 The Kyrgyz Government purported to 
cancel our land use rights over the 
Kumtor concession area. 

 The Kumtor mill was shut down by the 
Company for a planned seven week 
closure due to the March 2012 change 
in mine plan. 

 We entered into a new collective 
agreement at our Boroo operation. 

August 

 The Social Fund filed a claim with the 
Kyrgyz courts to invalidate previous tax 
assessments of Kumtor and require 
additional payments to the Social Fund. 

 We drew down $76 million on our credit 
facility with the European Bank for 
Reconstruction and Development 
(EBRD). 

 The Safety, Health and Environmental 
Committee of our Board retained an 
independent, internationally recognized 
consultant to carry out a due diligence 
review of Kumtor’s performance on 

 
General developments 

 Our consolidated gold production was 
690,720 ounces at an all in cost per 
ounce sold of $920. 

 We declared quarterly dividends of 
C$0.04 per share in February, May, July 
and October. 

 We conducted negotiations with the 
Kyrgyz Government regarding a 
potential restructuring transaction under 
which Kyrgyzaltyn JSC would exchange 
its equity interest in Centerra for an 
interest of equivalent value in a joint 
venture company that would own the 
Kumtor project. 

January 

 Prime Minister Satybaldiyev of the 
Kyrgyz Republic is reported to have 
confirmed his government's desire not to 
nationalize the Kumtor project. 

February 

 The Kyrgyz Parliament adopted a 
decree (resolution) recommending the 
Government ensure continuous 
operation of the Kumtor project and 
negotiations with Centerra with a view to 
revising the Kumtor Project Agreements. 

 Our subsidiary in the Kyrgyz Republic, 
Kumtor Operating Company CJSC, 
received a claim from the Kyrgyz State 
Agency for Environmental Protection 
and Forestry for approximately $315 
million relating to alleged environmental 
damages. 

May 

 We announced that a large section of 
Kumtor’s principal waste-rock dump 
experienced a greater than anticipated 
rate of movement, requiring the 
acceleration of the planned relocation of 
certain mine infrastructure. 

 The road leading to the Kumtor mine 
was blocked by an illegal community 
protest. 

 Illegal protesters disrupted the national 
grid power supply to the Kumtor mine, 
leading to the suspension of mining 
operations for two days. 

June 

 Both road access and the national grid 
power to the Kumtor mine were 
restored. 

 We discussed with the Kyrgyz 
Government a Kyrgyz State 
Commission report and Parliamentary 
decree (resolution) that recommended 
negotiations to revise the Kumtor 
Project Agreements. 

July 

 Regrettably a Boroo contract employee 
was fatally injured at the Boroo mine in 
a single vehicle rollover. 

August 
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2011 ..........................  2012 .............................. 2013 ...........................  
environmental matters.  The report was 
released in October and found no 
material environmental issues.   

September 

 We received Mongolian regulatory 
approval for the heap leach facility at 
Boroo and recommenced heap leach 
production. 

November 

 A technical and financial study on the 
expansion of the Central open pit at 
Kumtor increased reserves and 
extended the mine life by five years.  As 
a result of the expansion, which 
incorporated ounces previously 
classified as inferred underground 
resources, we de-recognized the capital 
cost of the underground development 
and underground equipment and 
recorded a charge of $180 million in the 
fourth quarter of 2012.   

 We entered into discussions with 
Mongolian Government regarding the 
development of the Gatsuurt project and 
the possibility that Gatsuurt could be 
designated as a strategic deposit 

 The political risk insurance covering our 
investments in the Kyrgyz Republic 
expired and we decided not to renew.   

December 

 We agreed to acquire the remaining 
30% interest in the Ӧksüt exploration 
project in Turkey.  (This was 
subsequently completed in early 
January 2013). 

 The Kyrgyz Government issued claims 
alleging approximately $150 million of 
environmental damage at Kumtor. 

 A new collective labour agreement was 
ratified and signed by Kumtor and its 
unionized employees. 

 Our discussions continued with the 
Kyrgyz Government in connection with a 
potential restructuring transaction of the 
Kumtor project. 

September 

 We entered into a non-binding 
Memorandum of Understanding with the 
Kyrgyz Government in connection with a 
potential restructuring transaction under 
which Kyrgyzaltyn JSC would exchange 
its 32.7% equity interest in Centerra for 
an interest of equivalent value in a joint 
venture company that would own the 
Kumtor project. 

October 

 The Kyrgyz Parliament rejected our non-
binding Memorandum of Understanding. 

December 

 We extended our existing $150 million 
revolving credit facility with the EBRD 
until February 17, 2015. 

 The Bishkek City Court dismissed three 
appeals commenced by the State 
Inspectorate Office for Environmental 
and Technical Safety of the Kyrgyz 
Republic regarding certain 
environmental claims against the 
Kumtor project. 

 The Kyrgyz State Agency for 
Environmental Protection and Forestry 
commenced court proceedings in the 
Bishkek Inter-District Court in respect of 
its claim for approximately $315 million 
relating to alleged environmental 
damages at the Kumtor project. 

 We received a claim for $9 billion from 
the Green Party of Kyrgyzstan for 
alleged environmental damages arising 
from Kumtor’s operations since 1996. 

 We entered into a non-binding Heads of 
Agreement (which supersedes the 
earlier Memorandum of Understanding) 
with the Kyrgyz Government and 
Kyrgyzaltyn JSC on similar terms as the 
earlier Memorandum of Understanding, 
including a potential restructuring 
transaction under which Kyrgyzaltyn 
JSC would exchange its 32.7% equity 
interest in Centerra for a 50% interest in 
a joint venture company that would own 
the Kumtor project.  The parties 
subsequently made certain non-material 
changes to the Heads of Agreement and 
re-signed the agreement on January 18, 
2014. 
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Developments in 2011 

Gold production and mineral reserves estimate 

Our consolidated gold production for 2011 was 642,380 ounces and we had a 2011 year-end mineral reserves 
estimate of 8.1 million ounces of contained gold in proven and probable mineral reserves.  The 2011 year-end 
mineral reserves were estimated using a gold price of $1,200 per ounce. 

Continued work with Mongolian regulatory authorities to resolve outstanding issues 

In 2011, we continued to work with Mongolian regulatory authorities on Mongolian regulatory matters, including 
several outstanding issues arising from the inspections at Boroo carried out by the Mongolian State Specialized 
Inspection Agency (SSIA) in mid-2009, a heap leach permit for the Boroo project and permits to develop and 
operate the Gatsuurt project.  The outstanding issues arising from the inspections were resolved in January 
2012 and Mongolian regulatory approval of a mine plan for the heap leach facility at Boroo was obtained in 
September 2012.   

Amendments to the Water and Forest Law proposed 

In February 2011, a group of Mongolian Parliamentarians proposed amendments to the Water and Forest Law 
to reduce its impact on environmentally-sound mining operations.  These amendments to the Water and Forest 
Law which would have allowed the Gatsuurt project to proceed were discussed by a Mongolian Parliamentary 
committee in 2011 which then referred it to the Mongolian Parliament for further discussion.  We understand, 
however, that such amendments are no longer tabled for further discussion due to changes in the Parliament in 
2012.  See “Developments in 2012 – Discussion on Gatsuurt development” and “Developments in 2013 – 
Discussions continue regarding designating Gatsuurt as a ‘mineral deposit of strategic importance’” for further 
information on the potential impact of the Water and Forest Law on certain of Centerra’s Mongolian projects.   

Enforcement of debt owed by the Kyrgyz Republic to a Turkish company 

In March 2011, we were served by a Turkish company, Sistem Muhenkislik Insaat Sanayi Ticaret SA (Sistem), 
with a notice of enforcement to seize any shares and dividends of Centerra held in the name of the Kyrgyz 
Republic, followed by a notice of garnishment in April 2011 for any debts owed by Centerra to the Kyrgyz 
Republic.  These notices were served as part of enforcement proceedings brought by Sistem in the Ontario 
Superior Court to collect approximately $11 million with additional interest, owed to Sistem by the Kyrgyz 
Republic in accordance with a judgment of the Ontario Superior Court enforcing an international arbitration 
award against the Kyrgyz Republic.  

In the Ontario enforcement proceedings, Sistem alleges that the shares of Centerra owned by Kyrgyzaltyn JSC 
(Kyrgyzaltyn), our largest shareholder, and any dividends paid in respect of those shares, are legally and 
beneficially owned by the Kyrgyz Republic and are therefore subject to execution to pay the judgment.  Based 
on legal advice we received, we dispute the allegations and maintain that Kyrgyzaltyn alone is the legal and 
beneficial owner of the shares and any dividends in respect of those shares.  Notwithstanding such notices of 
enforcement and garnishment, we paid our May 18, 2011 and June 15, 2012 dividends in the total amount of 
approximately C$34 million to Kyrgyzaltyn.  

Sistem is continuing with its claim regarding the Centerra shares owned by Kyrgyzaltyn.  If this claim is 
successful in the Ontario court proceedings, Sistem may have a right to execute its judgment against those 
shares and may assert a claim against us in respect of our payment of dividends to Kyrgyzaltyn.  However, we 
believe we have a strong defence to that claim based on the facts and the law.  See also “Developments in 2012 
– Sistem enforcement matter and the issuance of a court order regarding dividends”. 

Declaration of dividends 

In April 2011, we declared a special dividend of C$0.30 per share and an annual dividend of C$0.10 per share, 
payable on May 18, 2011 to shareholders of record on May 12, 2011. 
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Discovery of a precious and base metal deposit on ATO property 

In July 2011, we announced the discovery of a precious and base metal deposit on our 100%-owned ATO 
property located in northeast Mongolia.  For further information see the section of this AIF entitled “Centerra’s 
properties – Exploration properties – ATO project”. 

Payment to the Social Fund in respect of high-altitude premiums 

We were notified by the Kyrgyz Republic Social Fund  (the Social Fund) in late 2010 of its position that we 
should pay Social Fund contributions not only in respect of base wages to Kumtor employees but also on the 
premium compensation that has been required to be paid to employees who work at high-altitude.  In 
accordance with the foregoing, the Social Fund issued an act (an assessment) for approximately $6.7 million in 
respect of contributions owing for the 2010 period.  While we filed a claim in September 2011 seeking to 
invalidate the assessment, this claim was withdrawn upon Centerra reaching an agreement with the Social Fund 
to voluntarily pay the $6.7 million assessment for the 2010 period without penalties, fines and financial sanctions 
and to apply the Social Fund contribution to the high-altitude premium.  Accordingly, we paid approximately 
$14.1 million to the Social Fund in September 2011 to cover the contribution for the 2010 year and for the 2011 
year up to September.  In the future, we will pay the employer portion of the Social Fund contribution for the 
high-altitude premium and the employees will pay the employee portion. See also “Developments in 2012 – 
further claims by the Social Fund”.   

We became a Supporting Company of the Extractive Industries Transparency Initiative 

In October, 2011, we became a Supporting Company of the Extractive Industries Transparency Initiative (EITI).  
The EITI is an international non-profit organization launched in 2002 at the World Summit for Sustainable 
Development in South Africa.  It is a coalition of governments, companies, civil society, investors and 
international organizations.  Currently, sixty of the largest oil, gas and mining companies have become EITI 
Supporting Companies.  EITI contributes to improved governance in resource-rich countries through the 
verification and publication of all company payments to governments as well as government-reported revenues 
from oil, gas and mining. 

Corporate Responsibility Report issued 

In the third quarter of 2011, we issued our first Corporate Responsibility Report prepared in accordance with the 
Global Reporting Initiatives (GRI) G3 Sustainability Reporting Guidelines and the GRI Mining and Metals Sector 
Supplement.  The report describes our history of investing in various community sustainable development and 
strategic investment projects in the countries and communities in which we operate.  For example, in 2011, 
Kumtor contributed $10 million for the construction and repair of 27 schools throughout the Kyrgyz Republic, and 
in 2010, Boroo invested $6.4 million towards the construction of a new maternity hospital in Ulaanbaatar.   

Interruption in transfer of supplies at Kumtor due to an illegal roadblock 

In December 2011, we experienced an interruption in the transfer of diesel fuel and other supplies from the 
Kumtor marshalling yard in Balykchy to the mine site due to an illegal roadblock.  The road block was voluntarily 
lifted on December 6, 2011 and the transfer of diesel fuel and other supplies resumed.  The interruption did not 
affect our 2011 production and cost guidance.   

Developments in 2012 

Gold production and mineral reserves estimate 

Our consolidated gold production for 2012 was 387,076 ounces at an all-in cost per ounce sold of $1,991.  We 
had a 2012 year-end mineral reserves estimate of 11 million ounces of contained gold in proven and probable 
mineral reserves.  The 2012 year-end mineral reserves were estimated using a gold price of $1,350 per ounce. 
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Declarations of dividends 

In each of May, August and November, 2012, we declared quarterly dividends of C$0.04 per share.  These 
quarterly dividends were payable: (i) on June 15, 2012 to shareholders of record on May 31, 2012; (ii) on August 
30, 2012 to shareholders of record on August 17, 2012; and (iii) on December 6, 2012 to shareholders of record 
on November 22, 2012.   

Pursuant to the Court Order discussed below in the Sistem matter, we are holding in trust, for the credit of the 
court proceedings, the dividends (net of withholding taxes) paid on August 30, 2012 and December 6, 2012.    

Settlement of claim arising from 2009 inspection at the Boroo project 

In January 2012, the claim for compensation received from the SSIA in October 2009 following the June 2009 
inspection of Boroo project was resolved.  Pursuant to the resolution, we paid a settlement of approximately $2.6 
million in January 2012. 

Mining of Pit 6 at the Boroo project resumed 

In January 2012, we resumed mining of Pit 6 at Boroo to access ore originally intended for the bio-oxidation 
process contemplated with the Gatsuurt project.  Mining activities in Pit 6 were completed in September 2012, 
while milling of Pit 6 ore extended into 2013.   

Strike at Kumtor operations 

On February 6, 2012, the unionized employees of our Kumtor operation carried out an illegal 10-day strike.  
Production at Kumtor was suspended during this time.  At issue was the payment of the employee portion of the 
mandatory Social Fund contribution in respect of the high altitude premium that mine site employees receive.  An 
agreement was reached with the Kumtor Trade Union and the unionized employees at Kumtor on February 16, 
2012.  The cost of the settlement to us for 2012 was approximately $4.1 million. 

Revisions to Kumtor mine plan to address ice and waste movement 

Gold production at Kumtor is dependent on successfully maintaining the mining rates of the waste and ice in the 
southeast section of the Central pit to gain access to the higher grade ore in the SB zone.  A substantial 
acceleration of ice and waste movement occurred in early February 2012, which was exacerbated by the 10-day 
illegal strike of Kumtor unionized employees.  This resulted in a decision on March 27, 2012 to revise the mine 
plan to maintain safe access to the Central pit.  Under this new plan, we stopped mining cut-back 12B where ore 
for the second quarter of 2012 was to be released.  This allowed us to refocus our efforts on unloading of the ice 
and waste material from the upper portion of the southeast wall of the Central pit to provide access to the 
southeast section of the pit and then to pre-stripping of the southwest portion of the pit (cut-back 14B).  These 
changes to the mine plan resulted in no ore being released from the pit during the second quarter of 2012 and 
required us to revise our 2012 production and cost guidance. 

Sistem enforcement matter and the issuance of a court order regarding dividends  

As previously discussed, in March 2011, we were served with a notice of enforcement and a notice of 
garnishment by Sistem in connection with enforcement proceedings brought by Sistem in the Ontario Superior 
Court to collect approximately $11 million with additional interest, owed to Sistem by the Kyrgyz Republic in 
accordance with a judgment of the Ontario Superior Court enforcing an international arbitration award against 
the Kyrgyz Republic.   

In April 2012, a motion was brought by Kyrgyzaltyn and heard in the Ontario Superior Court to set aside the 
Ontario judgment enforcing the arbitration award on the basis that the court did not have jurisdiction to entertain 
the application or in the alternative that there is a foreign court which is a more convenient forum to hear and 
decide the issues of legal and beneficial ownership of the shares as between Kyrgyzaltyn and the Kyrgyz 
Republic.  The motion was ultimately dismissed.  An appeal of the matter was heard in February 2012 and was 
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dismissed.  The merits of the motion were heard in December 2013 and the Court’s decision is under review. 
See “Developments in 2013 – Declaration of dividends”.   

Pursuant to another Ontario court decision dated September 5, 2012 (the Court Order), Centerra is required to 
hold in trust for the credit of the Sistem court proceeding: (i) Kyrgyzaltyn’s portion of the Centerra dividend paid 
on August 30, 2012, net of withholding taxes; and (ii) Kyrgyzaltyn’s portion of future dividends, which together 
with item (i) should not exceed C$11.2 million.  The Court Order will terminate seven days after any decision of 
the Ontario Court of Appeal or other Canadian court setting aside the original order of January 5, 2011 which 
recognized and enforced the arbitral award in Ontario, subject to the exercise of any appeal rights by Sistem.   

The Court Order also places certain restrictions on four million of the Centerra shares held by Kyrgyzaltyn, 
including restrictions on the transfer or encumbrance of such shares.  The Centerra shares pledged by 
Kyrgyzaltyn to Kumtor Gold Company and Kumtor Operating Company as security for payments due from 
Kyrgyzaltyn under the Restated Gold and Silver Sale Agreement dated as of June 6, 2009 are not subject to the 
Court Order restrictions. 

Board and management changes 

On May 17, 2012, Mr. Patrick James, Director and Chair of the Board and Mr. Ian Austin, Director and Chair of 
our Audit Committee, both retired from the Board.  Mr. Stephen Lang replaced Mr. James as the Chair of the 
Board and concurrently stepped down as our President and CEO.  Mr. Ian Atkinson was appointed as our new 
President and CEO, and Mr. David Groves was promoted to the position of Vice President, Global Exploration to 
fill the vacancy created by Mr. Atkinson’s promotion.  On June 5, 2012, Mr. Richard Connor was appointed to the 
Board and Chair of our Audit Committee and, effective, June 22, 2012, Mr. Niyazbek Aldashev resigned from the 
Board. 

Completion of a collective agreement with unionized workers at Boroo 

In July 2012, we completed a collective agreement with our unionized workers at the Boroo operation.  The 
agreement is for a two year term.   

Kyrgyz Parliamentary Commission Report and formation of State Commission   

On February 15, 2012, the Kyrgyz Parliament established an interim parliamentary commission (the 
Parliamentary Commission) to inspect and review: (i) Kumtor’s compliance with Kyrgyz operational and 
environmental laws, as well as community standards, and (ii) state regulation over the Kumtor project’s activities.  
Their report was issued on June 18, 2012 and made a number of serious assertions regarding the operation of 
the Kumtor Project.  The Parliamentary Commission proposed to the Kyrgyz Parliament a form of decree (the 
Draft Decree) which called for the cancellation of the Kumtor Project Agreements and the creation of a new 
state-owned Kyrgyz Republic entity to assume control over Kumtor.  If the Draft Decree had been approved and 
given full effect by the Kyrgyz Government, it would have, in substance, resulted in the nationalization of Kumtor. 

Parliament received the Parliamentary Commission report in late June 2012, and adopted an alternative 
resolution (Resolution 2117-V) which (among other things) declared the Kumtor Project Agreements to be 
contrary to the interests of the Kyrgyz Republic, and called for (i) the formation of a State Commission to “assess 
the environmental, industrial and social damage” caused by the Kumtor project and to initiate the renegotiation 
of the Kumtor Project Agreements “in order to protect economic and environmental interests”; (ii) called for the 
cancellation of various government decrees and orders, including Government Decree #168 dated March 25, 
2010 which provided land use rights over the surface of the Kumtor concession area; and (iii) recommended that 
the State Agency for Geology and Mineral Resources cancel certain licenses granted to Kumtor, including the 
exploration license for the Karasay and Koendy license areas.  

A State Commission was formed on July 13, 2012, for the purpose of reviewing the Parliamentary Report as well 
as inspecting and reviewing Kumtor’s compliance with Kyrgyz operational and environmental laws and 
community standards.  The State Commission report (the State Commission Report) was issued in December 
2012, and made a large number of serious allegations in regard to prior transactions relating to the Kumtor 
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project and the Kumtor project’s operations and management.  We believe that the conclusions and claims in the 
State Commission Report are exaggerated or without merit.  We have responded in writing to the report. 

For further information regarding the Parliamentary Commission, the State Commission, and their respective 
reports, and the actions of Parliament and Government with respect thereto, please see “Centerra’s properties – 
Producing gold mine – Kumtor project – Kyrgyz Parliamentary and State Commission and Environmental 
Claims”.   

Revocation of Kumtor’s land use certificate 

As contemplated in Resolution 2117-V, on July 5, 2012, the Kyrgyz Government cancelled Government Decree 
#168, which provided us with land use rights over the surface of the Kumtor concession area for the duration of 
the restated concession agreement effective June 6, 2009 (the Restated Concession Agreement).  A related 
land use certificate issued by the local land office was also cancelled.  Based on advice from Kyrgyz legal 
counsel, we believe that the purported cancellation of land rights is in violation of the Kyrgyz Republic Land 
Code, because the Land Code provides that land rights can only be terminated by court decision and on the 
listed grounds set out in the Land Code. 

We wrote to the Kyrgyz Government in the third quarter of 2012 requesting the issuance of a new land use 
certificate in light of the rights and obligations under the restated investment agreement dated June 6, 2009 
between Centerra and the Kyrgyz Republic (the Restated Investment Agreement).  No response has been 
received from the Kyrgyz Government.  Pursuant to the Restated Investment Agreement, the Kumtor project is 
guaranteed all necessary access to the Kumtor concession area, including all surface lands, as is necessary or 
desirable for the operation of the Kumtor project.  The Restated Investment Agreement also provides for the 
payment of quarterly land use and access fees.  The Restated Investment Agreement additionally provides that 
the Kyrgyz Government shall use its best efforts to reserve or cancel any action that conflicts with the 
Company’s rights under that agreement.  To the extent that our land use rights at Kumtor are considered invalid 
(which we do not accept), we would seek to enforce our rights under the Restated Investment Agreement to 
obtain the rights otherwise guaranteed to us.   

For further information, please see “Developments in 2013 – Centerra receives claim from the Kyrgyz Republic 
General Prosecutor’s Office and additional SIETS claim” and “Centerra’s properties – Producing gold mine – 
Kumtor project – Kyrgyz Parliamentary and State Commission and Environmental Claims”.  

Shutdown of Kumtor mill due to change in mine plan 

Due to the delayed release of ore as a result of the change to the mine plan at Kumtor, the historical low grade 
stockpile was depleted on July 23, 2012 and consequently the Kumtor mill was shut down until September 18, 
2012.  During the seven week shutdown, planned and unplanned maintenance was performed across all 
sections of the mill.  On September 18, 2012, we obtained access to sufficient ore to restart the mill. 

Further claims by the Social Fund 

In early August 2012, Kyrgyz Republic courts accepted a claim commenced by the Social Fund to invalidate 
assessments issued by the Social Fund with respect to the Kumtor project for the years 2004 to 2009.  
Preliminary motions regarding jurisdictional matters were argued on August 28, 2012, and subsequently 
determined in our favour.  The decision was appealed by the Social Fund to the Bishkek City Court, which 
dismissed the appeal of the Social Fund on November 28, 2012.  In early February 2013, the Social Fund 
appealed this decision of the Bishkek City Court to the Kyrgyz Republic Supreme Court, where it was also 
dismissed.  Accordingly, the lower court decision which held that the previous assessments cannot be 
invalidated was upheld.   

In additional to the above court claim, in July 2012 the Company also received notices from the Social Fund 
alleging: (i) the illegality of an August 23, 1994 agreement between the Kyrgyz Social Fund and Kumtor 
Operating Company, which if found invalid, could require Kumtor to pay Social Fund contributions for all 
expatriate employees for the period from February 15, 1993 to present; and (ii) that Kumtor should make Social 
Fund contributions on high altitude premiums paid to all Kumtor employees before 2010. 
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Drawdown of $76 million on our Credit Facility with EBRD 

In August 2012, we drew down $76 million on our revolving credit facility with EBRD (the Credit Facility) for 
general corporate purposes.  The amount was renewed in February 2013 for a further six month period.  See 
also “Developments in 2013 - Centerra extends its $150 million revolving credit facility with EBRD”.     

The SHE Committee of the Board retained independent consultant to review Kumtor performance  

In response to the Kyrgyz Parliamentary Report’s allegations as to Kumtor’s non-compliance with environmental 
laws, in August 2012, the Safety, Health and Environmental Committee of the Board of Directors of Centerra 
retained an independent, internationally recognized consultant to carry out a due diligence review of Kumtor’s 
performance on environmental matters.  The report issued in October 2012 concluded that “no major or 
materially significant environmental issues were identified”. 

Mongolian regulatory approval received for Boroo heap leach facility 

On September 19, 2012, Boroo received regulatory approval for its mine plan for a heap leach facility and shortly 
thereafter resumed heap leach operations.  The operation achieved breakthrough of solution in mid-October 
2012. 

Technical and financial study on expansion of the Central open pit at Kumtor, and resulting de-
recognition of approximately $180 million 

On November 7, 2012, we announced the results of a technical and financial study regarding the expansion of 
the Central open pit at the Kumtor mine, which increased proven and probable mineral reserves by 58%, or 
3.6 million contained ounces of gold, and extended the mine life by five years (with open pit mining to 2023 and 
milling operations to 2026).  The opportunity to expand the Central pit was created by the increase in reserves 
and resources in the SB Zone over the last three years, in conjunction with the decision announced on 
March 27, 2012 to mitigate the impact of accelerated ice and waste movement by offloading the ice and waste in 
the upper portion of the southeast section of the pit wall. 

The expanded Central open pit mine plan at the Kumtor project incorporates ounces that were previously 
classified as inferred underground resources and consumes a significant amount of the existing SB underground 
development infrastructure.  As a result, we de-recognized the capitalized cost of the underground development 
and underground equipment and recorded a charge of $180 million in the fourth quarter of 2012. 

Discussion on Gatsuurt development 

In an effort to move development of Gatsuurt forward, in 2012 we entered into discussions with the Mongolian 
Government in connection with the possibility that Gatsuurt could be designated as a “strategic deposit”.  Such a 
designation would exempt Gatsuurt from the application of the Water and Forest Law, which currently prohibits 
mineral prospecting, exploration and mining in the Gatsuurt project area.    

The Ministry of Mining indicated that a working group had been set up within the Ministry to assess all known 
mineral deposits that have significant and proven reserves and prepare recommendations to the Cabinet for the 
designation of certain deposits as “strategic”.  We were advised that the working group planned to submit to the 
Minister its recommendations and proposed list of new “strategic” deposits.  If the Minister approved the 
proposal, it would then be submitted to the Cabinet for approval.  If the proposal is approved by the Cabinet, it 
would then be submitted to Parliament for final approval.  See “Developments for 2013”. 

For additional information, see the section of this AIF entitled “Centerra’s properties – Development property – 
Gatsuurt project – Environmental Matters - Regulatory matters, legislative changes and other matters”. 

Expiry of political risk insurance for the Kyrgyz Republic  

The political risk insurance policy that covered our investments in the Kyrgyz Republic expired in November 
2012.  From time to time, Centerra assesses the costs and benefits of maintaining such insurance.  Recent 
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increases in the political risk in the Kyrgyz Republic combined with adverse insurance market conditions for 
political risk insurance for this region resulted in conditions in which continuing political risk insurance coverage 
was not feasible.  See “Risks that can affect our business – Strategic – Country, Political and Regulatory”.   

Acquisition of remaining 30% interest in the Öksüt exploration property in Turkey 

On December 12, 2012, we agreed with Stratex International PLC (Stratex) to acquire Stratex’s remaining 30% 
interest in the Öksüt gold exploration project located in central Turkey.  This transaction was completed on 
January 24, 2013 following the conversion of six exploration licenses to two operation licenses and other 
customary conditions.  We now own 100% of the Öksüt exploration property.  We paid Stratex $20 million in 
cash at closing and granted to Stratex a 1% net smelter return (NSR) royalty on the property, subject to a 
maximum of $20 million in total royalty payments.   

Kumtor project receives environmental claims from Kyrgyz authorities 

In December 2012, we received four claims from the State Inspectorate Office for Environmental and Technical 
Safety under the Kyrgyz Government (SIETS) relating to alleged environmental damages at the Kumtor project.  
The claims were for an aggregate amount of approximately $150 million.  The Company believes that the 
allegations contained in the claims are exaggerated or without foundation.   

For further information on these environmental claims and claims commenced in 2013, please see 
“Developments in 2013 – SIETS commences environmental claims in the Kyrgyz Republic court system”.   

For a detailed discussion of these claims, see “Centerra’s properties – Producing gold mine – Kumtor project – 
Kyrgyz Parliamentary Commission and State Commissions and Environmental claims”. 

Board and management changes 

On December 12, 2012, we announced the retirement of Mr. Ron Colquhoun as Vice-President and Chief 
Operating Officer and that Mr. Gordon Reid had been promoted to the position of Vice-President and Chief 
Operating Officer.  We also announced the resignation of Mr. Anthony Webb from the Board and that Mr. Ian 
Atkinson, President and Chief Executive Officer had been appointed to the Board. 

Completion of a collective agreement with unionized workers at Kumtor  

In December 2012, we completed a collective agreement with our unionized workers at the Kumtor project.  The 
agreement is for a two year term.   

Developments in 2013 

Gold production and mineral reserves estimate 

Our consolidated gold production for 2013 was 690,720 ounces at an all-in cost per ounce sold of $920.  We had 
a 2013 year-end mineral reserves estimate of 10.168 million ounces of contained gold in proven and probable 
mineral reserves.  The 2013 year-end mineral reserves were estimated using a gold price of $1,300 per ounce.  

Declarations of dividends 

In each of February, May, July and October, 2013, we declared quarterly dividends of C$0.04 per share.  These 
quarterly dividends were payable: (i) on March 21, 2013 to shareholders of record on March 7, 2013; (ii) on June 
6, 2013 to shareholders of record on May 23, 2013; (iii) on August 29, 2013 to shareholders of record on August 
15, 2013; and (iii) on November 25, 2013 to shareholders of record on November 15, 2013.   

Pursuant to the Court Order discussed above in the Sistem matter, we continued to hold in trust, for the credit of 
the court proceedings, the dividends (net of withholding taxes) otherwise payable to Kyrgyzaltyn on March 21, 
2013 and June 6, 2013, when the maximum to be held in trust pursuant to the court order was reached.  
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Accordingly, a portion of the June 6, 2013 dividend and net dividends payable on August 29, 2013 and 
November 15, 2013 were paid to Kyrgyzaltyn in the normal course.   

Kyrgyz Parliament adopts a decree regarding State Commission Report and recommends the Kyrgyz 
Government negotiate with Centerra to enter into new agreements for the Kumtor project 

In January 2013, the Kyrgyz Parliament received the State Commission Report and on February 21, 2013, the 
Kyrgyz Parliament adopted resolution #2805 regarding the Kumtor Project.  The resolution recommended that 
the Kyrgyz Government ensure the continuous operation of the Kumtor Mine, and within three months of the 
date of the resolution, conduct negotiations with Centerra with a view to revising the Kumtor Project Agreements 
to return to conditions that existed prior to the restructuring of the project in 2003, but subject to current Kyrgyz 
legislation, and to enter into new project agreements on these terms.  The resolution set a deadline of June 1, 
2013 for the Government to return to the Parliament with information relating to the implementation of the 
resolution.  The resolution provided that if the parties could not agree on mutually acceptable terms within such 
time frame, the Government should take certain actions with respect to the Kumtor Project, including without 
limitation, to invalidate the legislation enacted by Parliament in 2009 approving the Kumtor Project Agreements 
and to unilaterally terminate the Kumtor Project Agreements. This deadline was subsequently extended by 
Parliament to September 10, 2013, and then December 23, 2013.  See “Developments in 2013 – Non-binding 
agreements on the Kumtor project entered into with the Kyrgyz Government”. 

Kumtor Project receives new environmental claim in February 2013 

On February 21, 2013, our subsidiary in the Kyrgyz Republic, Kumtor Operating Company (“KOC”) received a 
claim from the State Agency for Environmental Protection and Forestry (“SAEPF”) of the Kyrgyz Republic for 
approximately $315 million relating to alleged environmental damages at the Kumtor Project during the period 
from 1996-2011.  The claim issued by SAEPF is for alleged damages in relation to waste placed in the tailings 
management facility, waste rock dumps and for the generation, management and treatment of other types of 
wastes.  We believe that the allegations contained in the claim are exaggerated or without merit.  During 2013, 
KOC has been actively defending itself against such claim.  See “Developments in 2013 - Centerra provides 
update on Kumtor environmental claims” for further information on the environmental claims affecting the Kumtor 
Project and our efforts in defending ourselves against such claims.   

Waste dump movement experienced at the Kumtor Project  

On May 3, 2013, we announced that a large section of Kumtor’s principal waste-rock dump, the Davidov Valley 
Waste-rock Dump (also known as the Central Valley Waste-rock Dump), experienced a greater than anticipated 
rate of movement, which required us to expedite the planned relocation of certain mine infrastructure.  The 
movement of the Davidov Valley Waste-rock Dump was described in the Kumtor Technical Report dated 
December 20, 2012 and in the life-of-mine plan.   

As a result of the greater than anticipated rate of movement of the Davidov Valley Waste-rock Dump, we ceased 
depositing waste-rock on the affected portion of the David Valley Waste-rock Dump and have instead, begun 
placing waste-rock on permitted sites currently unaffected by the movement.  This resulted in a decrease in the 
rate of movement in the second quarter of 2013.   

Kumtor received final approval of a revised annual mine plan in the third quarter of 2013, which permitted the 
alternative waste rock placement described above.   

Draft law to invalidate the Kumtor Project Agreements  

On April 9, 2013, an initiative group chaired by Mr. Baknazaorv A.A. submitted to the Kyrgyz Parliament a draft 
Law on Denunciation.  The draft law “denounces” the Agreement on New Terms for the Kumtor Project entered 
on April 24, 2009 (ANT), recognizes as invalid all other agreements associated with the ANT, and calls for the 
Kyrgyz Government to bring all of its decisions in accordance with the Law on Denunciation.   We understand 
that the draft law was never reviewed by the Kyrgyz Parliament.   
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Discussions continue regarding designating Gatsuurt as a “mineral deposit of strategic importance”  

In 2013, we continued to have discussions with the Mongolian Government regarding the development of the 
Gatsuurt project.  We understand that in May 2013, the Mongolian Government added seven deposits, including 
Gatsuurt, to the list of “mineral deposits of strategic importance”.  Such a designation, which is subject to the 
approval of the Mongolian Parliament, would have the effect of excluding the Gatsuurt project from the 
application of the Water and Forest Law, which currently prohibits mineral prospecting, exploration and mining in 
water basins and forestry areas in Mongolia.  The Mongolian Parliament did not consider this matter in 2013 but 
we expect that Parliament will consider it in the first half of 2014.  If Parliament ultimately approves this 
designation, it would allow the Mongolian Government to acquire up to a 34% interest in Gatsuurt.  The terms of 
any such participation would be subject to discussions with the Mongolian Government.   

Kumtor operations affected by road blocks   

On May 28, 2013, we announced that the road leading to the Kumtor mine was blocked by an illegal community 
protest, which interfered with the movement of supplies and personnel to and from the mine.  On May 30, 2013, 
the illegal community protest shut down the national grid power supply to the Kumtor mine.  Accordingly, the 
mine began an orderly shutdown of its milling facility using back-up diesel-generated power, and mining 
operations were suspended (other than continuing operations to manage the ice and waste in the high 
movement area of the open pit).    Operations at the Kumtor mine were resumed on June 1, 2013 after access to 
the mine site was re-established and the national grid power to the mine site was restored.  Despite operations 
being shut down from May 30 to June 1, there was no significant impact on the 2013 forecasted gold production.  

Boroo Gold experienced a fatality   

On July 3, 2013, we regrettably reported that a light duty vehicle operated by a Boroo Gold contract employee 
was involved in a single vehicle rollover at the Boroo tailings facility mine site in Mongolia.  The driver, who was 
the sole occupant of the vehicle, was fatally injured in the accident.   

Appointment of new director to Centerra  

On July 31, 2013, we announced the appointment of Mr. Kylychbek Shakirov to the Board of Directors of 
Centerra.  Mr. Shakirov is the Deputy Chairman of Kyrgyzaltyn JSC (Kyrgyzaltyn), our largest shareholder and is 
also a member of the Kyrgyz Government working group established to represent the Kyrgyz Republic in 
negotiations with Centerra.   

Cracks observed on Kumtor ball mill ring gear   

During an inspection of the Kumtor ball mill in June 2013, an increased number of cracks were observed in the 
ring gear of the ball mill as compared to the previous inspection in April 2013.  As a result, we rotated the ring 
gear during a scheduled mill shut-down in August 2013, and ordered a replacement ring gear which we expect 
to be delivered in the third quarter of 2014.  In the event that the ball mill cannot continue to operate with the 
existing ring gear until the replacement arrives, a spare ring gear is available on site, although it would be 
expected to operate at 95 to 97% of the capacity of the existing ring gear.   

SIETS commences environmental claims in the Kyrgyz Republic courts system 

On June 7, 2013, KOC received four court claims for enforcement filed by SIETS with the Bishkek Inter-district 
courts.  These four claims sought to enforce the previously disclosed environmental claims commenced by 
SIETS in December 2012, seeking compensation in the aggregate amount of approximately $150 million in 
relation to (i) placement of waste rock on glaciers; (ii) unpaid use of water from Lake Petrov; (iii) unaccounted 
industrial and household waste; and (iv) damages caused to land resources (top soil).  KOC submitted materials 
requesting that the courts reject the claims based on the arbitration clause in the Restated Investment 
Agreement between (among others) the Kyrgyz Republic Government and KOC dated June 6, 2009, which 
requires all disputes affecting the Kumtor Project to be resolved through international arbitration.  Pursuant to 
court decisions dated June 11 or 12, 2013, the Bishkek inter-district court dismissed the claims on the basis of 
that arbitration clause in the Restated Investment Agreement. 
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On June 20, 2013, SIETS appealed the decision of the Bishkek inter-district court to the Bishkek City Court.  In 
separate court decisions, the Bishkek City Court dismissed each of the appeals and upheld the lower court 
decision. SIETS has appealed these claims to the Supreme Court of the Kyrgyz Republic where hearings are 
scheduled for March 24, 2014. 

Boroo Stability Agreement expires   

In view of the expiry on July 7, 2013 of the Boroo Stability Agreement (the Boroo Stability Agreement) entered 
into between the Government of Mongolia and Boroo Gold Company (BGC), working groups comprised of 
representatives of Centerra, BGC, and the Mongolian Ministry of Mining were formed to assess compliance with 
the terms of the Stability Agreement.  The working group met several times in June 2013 and engaged in 
detailed discussions on the financial, geological, and legal aspects of the Boroo Stability Agreement, ultimately 
concluding that both BGC and the Mongolian Government had operated within the agreement and in 
accordance with all applicable Mongolian laws and regulations.   

Following the expiry of the Boroo Stability Agreement, the tax and royalty rates applicable to the Boroo project 
became subject to those applicable under current Mongolian laws.  See also “Centerra’s Properties – Boroo 
Project – Taxes and royalties”. 

Non-binding agreements on the Kumtor Project entered into with the Kyrgyz Government  

On September 9, 2013, we announced that we had entered into a non-binding memorandum of understanding 
(the MOU) with the Government of the Kyrgyz Republic and Kyrgyzaltyn in connection with a potential 
restructuring transaction under which Kyrgyzaltyn would receive a 50% interest in a joint venture company that 
would own the Kumtor project in exchange for its 32.7% interest in Centerra and $100 million which would be 
provided to us by way of an adjustment to joint venture distributions otherwise due to Kyrgyzaltyn.  The 
Government submitted the MOU to the Kyrgyz Parliament and requested an extension of the September 10, 
2013 deadline that was previously imposed by the Parliament.   

The Kyrgyz Parliament passed a decree on October 23, 2013 which rejected the MOU and instructed the Kyrgyz 
Government to continue negotiations with us with a view to, among other things, increasing the Kyrgyz Republic 
shareholding in the joint venture to no less than 67%.   

On December 24, 2013, we announced that we had entered into a non-binding Heads of Agreement (the HOA) 
with the Kyrgyz Government and Kyrgyzaltyn, which superseded the MOU.  The HOA represents the results of 
additional negotiations with the Kyrgyz Government and Kyrgyzaltyn.  The HOA retained most of the material 
terms of the MOU, including that Kyrgyzaltyn would receive a 50% interest in the joint venture company that 
would own the Kumtor project in exchange for its 32.7% interest in Centerra. The HOA also included certain 
additional provisions not contained in the MOU, including that existing mobile mine equipment at Kumtor having 
a value of $200 million would be held by Centerra and capital leased to the joint venture for 10 years on 
commercial terms.  In light of this capital lease arrangement, the dividend distribution adjustment of $100 million 
(from Kyrgyzaltyn to Centerra) which was in the MOU was removed.  On January 18, 2014, the parties re-signed 
the HOA after making certain non-material changes. 

On February 6, 2014, the Kyrgyz Parliament adopted a resolution after it completed its review of the HOA.  While 
Parliament’s resolution appears to support the concept of the restructuring described in the HOA, the resolution 
also contains a number of recommendations that are materially inconsistent with the terms of the HOA. Among 
other things, the resolution calls for further audits of the Kumtor operation and for the Government and the 
General Prosecutor’s Office to continue pursuing claims for environmental and economic damages. 

For further information regarding the MOU, HOA, and Parliament’s consideration of each agreement, please see  
“Centerra’s Properties – Producing gold mine - Kumtor project – Restructuring Negotiations” 

Centerra extends its $150 million revolving credit facility with EBRD   

On December 11, 2013, we announced the extension of our existing $150 million credit facility with EBRD (the 
Credit Facility) until February 17, 2015. On February 10, 2014, the $76 million outstanding debt under the facility 
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was redrawn and is due to be repaid on August 11, 2014, or at the Company’s discretion, repayment may be 
extended to February 2015. 

Centerra receives claim from the Kyrgyz Republic General Prosecutor’s Office and additional SIETS 
claim 

On November 11, 2013, the Kyrgyz Republic General Prosecutor’s Office commenced a claim in the Inter-district 
court of the Issyk Kul province against KGC and the Jety-Oguz District Department for Land Management and 
Real Estate Title Registration Department.  The claim requests that the court enforce the Government decree 
purporting to cancel Government Decree #168.  If successful, we may be denied land use rights over a portion 
of the Kumtor concession area. 

Also, in addition to the original four claims of SIETS discussed above, SIETS filed another claim against KOC on 
October 12, 2013 in the amount of approximately $485,000 for damages caused to land resources due to 
disturbance of land at the Kumtor project (similar to the claim for alleged damages to land resources described 
above but involving a different area of the Kumtor concession).  KOC has responded in writing to each of these 
claims. 

Centerra provides update on Kumtor environmental claims     

In December 2013, we announced that KOC received a claim filed by SAEPF with the Bishkek Inter-district court 
seeking to enforce its environmental claim against KOC for approximately $315 million.  As discussed 
previously, SAEPF commenced the regulatory claim in February 2013.  Throughout 2013, KOC defended itself 
against these allegations on procedural and substantive bases.  Similar to other environmental claims 
commenced by Kyrgyz regulatory authorities in the Kyrgyz courts, KOC requested that the Bishkek Inter-district 
court dismiss the claim on the basis of the international arbitration clause in the Restated Investment Agreement, 
which requires all such disputes to be resolved through international arbitration.  Despite our efforts to draw the 
court’s attention to the Restated Investment Agreement and the previous decisions of the same court and the 
Bishkek City Court (in relation to the claims commenced by SIETS), the Inter-district Court rejected our appeal to 
dismiss the claim.   

We also received in December 2013 a new court claim filed by the Green Party of Kyrgyzstan in the Bishkek 
Inter-District Court which sought damages of approximately $9 billion for alleged environmental damages arising 
from Kumtor’s operations since 1996.  We believe that this claim is without merit and, in any event, is subject to 
the international arbitration provisions of the Restated Investment Agreement.  The claimant, the Green Party, 
requests that the damages be paid by Kumtor to the Issyk-Kul Nature Protection and Forestry Development 
Fund, a Kyrgyz state fund.  The claim by the Green Party relates to allegations substantially similar to the claims 
raised by SIETS and SAEPF.  In February, 2014, the Green Party requested the Bishkek Inter-District Court to 
leave its claim “without consideration”. “See also Developments in 2013 - SIETS commences environmental 
claims in the Kyrgyz Republic courts system”.  
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2.3 Centerra`s business  

We are a gold mining company engaged in the operation, 
exploration, development and acquisition of gold properties in 
Asia, the former Soviet Union and other emerging markets 
worldwide.  We focus our business and efforts on our 
producing gold mines in the Kyrgyz Republic and Mongolia, 
and on our development property in Mongolia.  We also have 
exploration interests in Mongolia, Turkey, Russia, Cyprus and 
western Canada. 

We believe that our experience in successfully acquiring, 
financing, developing and operating significant gold mines in 
Asia and the former Soviet Union provides us with a 
significant competitive advantage in pursuing opportunities in 
these regions and other emerging markets worldwide.  We 
also evaluate attractive opportunities in other areas of the 
world that would benefit from our exploration, development and operating expertise.  

Business objective 

Our objective is to continue to build shareholder value and to establish ourselves as a major gold producer by 
maximizing the potential of our current properties and leveraging our experience and financial strength to 
acquire and develop new projects. 

Business operations 

Our business operations span the six major stages of the mining cycle, from early-stage exploration to mine 
closure and reclamation. 

Exploration Our exploration programs are focused on increasing our mineral reserves and 
resources.  These programs include drilling at or in the immediate vicinity of our 
operating gold mines to replace mined reserves, drilling programs on advanced 
stage projects where gold mineralization has been identified, and grassroots 
exploration on projects where gold mineralization has not been identified.  In 2013 
we conducted exploration programs in the Kyrgyz Republic, Mongolia, Turkey, 
Russia, Cyprus and China.  Our exploration and business development teams 
actively pursue new exploration project opportunities both within our focus 
jurisdictions and in new regions. 

Development and 
construction 

If our exploration programs are successful in identifying a mineral resource, the 
prospects for economic extraction of the resource will be analyzed through a series 
of technical studies.  These may include metallurgical studies, scoping studies, 
environmental studies, mine and processing design, pre-feasibility studies and 
feasibility studies.  Pre-feasibility and feasibility studies may be undertaken 
concurrently with permitting for the project.  Once feasibility and permitting are 
concluded, project financing may be arranged followed by detailed engineering 
and construction of the mine site and processing facilities. 

Mining Ore and waste rock are removed from deposits by open pit or underground mining 
methods.  The ore is then transported to a processing facility to extract gold.  The 
waste rock is placed on an engineered dump for subsequent rehabilitation. 

Processing Mined ore is processed using different methods depending on its metallurgy and 
grade.  This may include heap leaching, crushing, milling, flotation, roasting, and 
bacterial leaching or carbon-in-leach methods for gold extraction.  After having 
extracted the gold, the remaining processed materials are placed in a tailings 
facility for storage, and rehabilitation and process water are treated. 

For more information 

You can find more information about Centerra on 
SEDAR at www.sedar.com .  

See our 2013 financial statements and MD&A for 
additional financial information. 

See our most recent management information circular 
for additional information, including how our directors 
and officers are compensated and any loans to them, 
principal holders of our securities, and securities 
authorized for issue under our equity compensation 
plans.  

http://www.sedar.com/


 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 25 

Refining and gold sales Recovered gold is smelted at our mill sites into doré bars and delivered to various 
refineries for refining to market delivery standards.  Gold is either sold to the 
refineries or to third parties. 

Closure and reclamation As a responsible mining company, we plan how we are going to rehabilitate the 
areas we mine before we start construction.  In some cases, we reclaim at the 
same time as we extract to speed the process of recovery.  In other cases, it is not 
possible to reclaim during the extraction process and therefore, efforts are deferred 
until after mining is completed. After mining has stopped, we reclaim or continue to 
reclaim (as applicable) and monitor the land.  We also update our final closure 
plans every three years to reflect any changes in operations.  Our high standards 
for reclamation comply with both local and international standards.  

Marketing and distribution 

Our principal product is gold doré produced from the Kumtor project in the Kyrgyz Republic and the Boroo 
project in Mongolia. 

In 2013, the Kumtor project produced 600,402 ounces of gold at an all-in cost per ounce sold of $853. 

In 2013, the Boroo project produced 90,318 ounces of gold at an all-in cost per ounce sold of $765. 

All-in cost per ounce sold is a non-GAAP measure.  See “Non-GAAP Measures”.   

Gold doré produced at Kumtor 

All gold doré produced at Kumtor is purchased at the mine site by Kyrgyzaltyn for processing at its refinery in the 
Kyrgyz Republic pursuant to the Restated Gold and Silver Sale Agreement dated June 6, 2009 entered into 
between our wholly-owned subsidiary, Kumtor Gold Company CJSC, Kyrgyzaltyn and the Kyrgyz Government.  
Under these arrangements, Kyrgyzaltyn is required to pay for all gold delivered to it, based on the afternoon 
fixing of the price of gold on the London Bullion Market by the 12th calendar day following delivery of gold doré 
to it.  As at December 31, 2013, $69.4 million was outstanding under these arrangements.  The obligations of 
Kyrgyzaltyn are partially secured by a pledge of 2,850,000 of Centerra shares owned by Kyrgyzaltyn.  All gold 
doré produced by the mine to date has been purchased by Kyrgyzaltyn pursuant to these arrangements (or its 
predecessor arrangements) without incident.  Kyrgyzaltyn owns approximately 32.7% of our issued and 
outstanding common shares and is our largest shareholder. 

Gold doré produced at Boroo 

Subject to the discussion below regarding gold sales to the Bank of Mongolia, all gold doré produced at Boroo is 
currently exported and refined under a contract between our indirectly held subsidiary, BGC and Johnson 
Matthey Limited (JM).  Under the terms of this agreement gold doré from Boroo is delivered to a carrier 
appointed by JM at the Boroo project site.  The carrier appointed by JM assumes the risk relating to security and 
transport and responsibility for insurance from that point to delivery to the JM refinery in Ontario, Canada.  JM 
assumes such risks thereafter.  Gold doré is then refined by JM to meet specific percentages of metal content 
and levels of purity.  We may elect (i) to take physical delivery of the refined gold; (ii) to sell it to JM, receiving up 
to 95% of its estimated value based on mine-site assays within five working days of shipment to the refinery, with 
the balance once the doré has been refined and the bullion is available; or (iii) to sell the refined gold to a third 
party that has an account with JM.  In August 2011, BGC entered into a master purchase contract with Auramet 
Trading, LLC (Auramet) to, at BGC’s election, sell the refined gold from JM from time to time.  Sales to Auramet 
are executed on a spot basis for settlement generally on the date bullion is available (when the doré has been 
refined, or shortly thereafter).  In 2013, BGC sold practically all of its gold doré to Auramet.   

In January 2014, following amendments to the Minerals Law of Mongolia which reduced the royalty payable on 
gold sales to the Bank of Mongolia to 2.5%, BGC began selling some gold to the Bank of Mongolia.  No written 
agreement is currently in place for these sales. 
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Revenue from the sale of gold doré  

Revenue from the sale of gold doré produced from Kumtor and Boroo for the financial years ended December 
31, 2013 and December 31, 2012 was as follows:   

Year Ended Kumtor Project 
($ millions) 

Boroo Project 
($ millions) 

Total 
($ millions) 

December 31, 2013 810.9 133.4 944.4 

December 31, 2012 533.6 127.2 660.7 

Our revenue from the sale of gold doré produced from Kumtor and Boroo is dependent on the world market price 
of gold.  Gold is used mainly for product fabrication and investment.  Gold prices are subject to volatile 
movements over time and are affected by numerous factors beyond our control.  See the sections of this AIF 
entitled “Historic gold prices” and “Risks that can affect our business” for additional information. 

Competitive conditions 

The mining industry is intensely competitive, particularly in the acquisition of mineral reserves and resources.  
We focus on gold production, development and exploration.  In comparison with diversified mining companies, 
our competitive position is subject to unique competitive advantages and disadvantages related to the price of 
gold.  In addition, we have historically focused our efforts on the acquisition, financing, development and 
operation of gold mines in Asia and the former Soviet Union.  Our competitive position is also affected by our 
ability to successfully develop properties in these regions of the world, and other emerging markets, where we 
believe that our past experience and management expertise provide us with a significant competitive advantage 
over other mining companies.   

Mineral reserves and resources 

Our mineral reserves and resources are fundamental to our Company and serve as the foundation for our future 
gold production and project development. 

We have interests in a number of properties.  The tables in this section show our estimates of the proven and 
probable reserves, measured and indicated resources and inferred resources at those properties.  However, 
only two of the properties listed in these tables are material properties for us: the Kumtor project and the Boroo 
project, which are presently mined. 

We estimate and disclose mineral reserves and resources in five categories, using the definitions adopted by the 
Canadian Institute of Mining, Metallurgy and Petroleum, and in accordance with NI 43-101.  You can find out 
more about these categories at www.cim.org.  See the “Glossary of geological and mining terms” for complete 
definitions of “mineral reserves” and “mineral resources”. 

For a further discussion of the key assumptions, methodologies and parameters used in the estimation of 
mineral reserves and mineral resources, see the section of this AIF entitled “Centerra’s properties”. 

About mineral resources 

Mineral resources are not mineral reserves and do not have demonstrated economic viability, but do have 
reasonable prospect for economic extraction.  They fall into three categories: measured, indicated, and inferred.  
Our reported mineral resources do not include mineral reserves. 

 Measured and indicated mineral resources are sufficiently well-defined to allow geological and grade 
continuity to be reasonably assumed, and permit the application of technical and economic parameters 
in assessing the economic viability of the mineral resource.  

 Inferred mineral resources are estimated on limited information not sufficient to verify geological and 
grade continuity or to allow technical and economic parameters to be applied.  Inferred mineral 
resources are too speculative geologically to have economic considerations applied to them.  

 There is no certainty that mineral resources of any category will be upgraded to mineral reserves. 

http://www.cim.org/
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Important information about mineral reserve and resource estimates 

Although we have carefully prepared and verified the mineral reserve and resource figures in this document, the 
figures are estimates, based in part on forward-looking information. 

Estimates are based on our knowledge, mining experience, analysis of drilling results, the quality of available 
data and management’s best judgment.  They are, however, imprecise by nature, may change over time, and 
include many variables and assumptions including: 

 geological interpretation 

 life-of-mine (LOM) plan 

 commodity prices and currency exchange rates 

 recovery rates 

 operating and capital costs 

There is no assurance that the indicated levels of gold will be produced, and we may have to re-estimate our 
mineral reserves based on actual production experience.  Changes in the price of gold, production costs or 
recovery rates could make it unprofitable for us to operate or develop a particular site or sites for a period of 
time.  See the sections of this AIF entitled “Forward-looking information” and “Risks that can affect our business”. 
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Centerra Gold Inc. 
2013 Year-end Gold Reserve and Resource Summary 

(as of December 31, 2013) 
Gold Mineral Reserves 

(1) (3) (13) (14) 

(tonnes and ounces in thousands) 

 Proven Probable Total Proven and Probable 

Property
 (3)

 Tonnes 
 
 

Grade 
(g/t) 

Contained 
Gold (oz) 

Tonnes Grade 
(g/t) 

Contained 
Gold (oz) 

Tonnes Grade 
(g/t) 

Contained 
Gold (oz) 

Kumtor 
(5)

 4,841 1.9 296 80,345 3.2 8,220 85,186 3.1 8,516 

Boroo 
(7)

 2,364 0.6 49 - - - 2,364 0.6 49 

Gatsuurt
 (8) (16)

 - - - 17,129 2.9 1,603 17,129 2.9 1,603 

Total 7,205 1.5 345 97,474 3.1 9,823 104,679 3.0 10,168 

Gold Measured and Indicated Mineral Resources
(2) (3) (13) (14)

 
(tonnes and ounces in thousands) 

 Measured Indicated Total Measured and Indicated 

Property
 (3)

 Tonnes 
 
 

Grade 
(g/t) 

Contained 
Gold (oz) 

Tonnes Grade 
(g/t) 

Contained 
Gold (oz) 

Tonnes Grade 
(g/t) 

Contained 
Gold (oz) 

Kumtor Open Pit
 (4) (5) 

21,975 2.3 1,631 12,113 2.3 898 34,088 2.3 2,529 

Kumtor Stockwork 
Underground

(6)
 

- - - 351 10.7 121 351 10.7 121 

Boroo
 (4) (7)

 452 2.2 32 4,464 1.5 210 4,916 1.5 242 

Gatsuurt
 (4) (8) (16)

 - - - 5,098 2.4 398 5,098 2.4 398 

Ulaan Bulag
 (9)

 - - - 1,555 1.5 73 1,555 1.5 73 

ATO
 (10)

 9,663 1.5 465 8,920 1.1 306 18,583 1.3 771 

Kara Beldyr
 (11)

 - - - 3,790 2.4 289 3,790 2.4 289 

Öksüt
(12)

 - - - 28,894 1.2 1,088 28,894 1.2 1,088 

Total 32,090 2.1 2,128 65,185 1.6 3,383 97,275 1.8 5,511 

 

Gold Inferred Mineral Resources
(2) (3) (13) (14) (15)

 
(tonnes and ounces in thousands) 

      

        

Property
 (3)

 Tonnes Grade 
(g/t) 

Contained 
Gold (oz) 

      

Kumtor Open Pit
 (4) (5)

 9,339 2.4 712       

Kumtor Stockwork Underground
 

(6)
 

2,002 11.0 705       

Kumtor SB Zone Underground
 

(6)
 

3,413 11.2 1,229       

Boroo
 (4) (7)

 7,323 1.0 235       

Gatsuurt
 (4) (8) (16)

 5,475 2.5 440       

Ulaan Bulag
 (9)

 315 1.3 13       

ATO
 (10)

 386 0.7 8       

Kara Beldyr
 (11)

 3,354 2.0 211       

Öksüt 
(12)

 4,666 0.9 134       

Total 36,273 3.2 3,687       
(1)  The mineral reserves have been estimated based on a gold price of $1,300 per ounce. 
(2) Mineral resources are in addition to reserves.  Mineral resources do not have demonstrated economic viability. 
(3) Centerra’s equity interests as of the date of this Annual Information Form are: Kumtor 100%, Gatsuurt 100%, Boroo 100%, Ulaan Bulag 100%, ATO 

100%, Öksüt 100% and Kara Beldyr 70%.  All contained ounces in table above are shown on a 100% basis. 
(4) Open pit resources occur outside the current ultimate pits which have been designed using a gold price of $1,300 per ounce. 
(5) The open pit reserves and resources at Kumtor are estimated based on a cut-off grade of 0.85 gram of gold per tonne for the Central Pit and 1.0 

grams of gold per tonne for the Southwest, Sarytor and Northeast deposits. 
(6) Underground resources occur below the Central pit and are estimated based on a cut-off grade of 6.0 grams of gold per tonne. 
(7) The open pit reserves and resources at Boroo are estimated based on a 0.5 gram of gold per tonne cut-off grade.  
(8) The open pit reserves and resources at Gatsuurt are estimated using a 1.4 grams of gold per tonne cut-off grade. 
(9) The open pit resources at Ulaan Bulag are estimated on a cut-off grade of 0.8, 0.9 or 1.0 grams of gold per tonne depending on ore type and process 

method. 
(10) The ATO open pit resources are estimated based on a Net Smelter Return (NSR) cut-off grade of $6.50 NSR per tonne for oxide mineralization and 

$25.50 NSR per tonne for sulphide mineralization. 
(11) The open pit resources at Kara Beldyr are estimated based on a 1.0 gram of gold per tonne cut-off grade and the contained ounces are shown on a 

100% basis. 
(12) The open pit resources at Öksüt are estimated based on a 0.2 gram of gold per tonne cut-off grade. 
(13) A conversion factor of 31.10348 grams per ounce of gold is used in the reserve and resource estimates. 
(14) Numbers may not add up due to rounding. 
(15) Inferred mineral resources have a great amount of uncertainty as to their existence and as to whether they can be mined economically.  It cannot be 

assumed that all or part of the inferred resources will ever be upgraded to a higher category. 
(16) In July 2009, the Mongolian Parliament enacted legislation that would prohibit mineral prospecting, exploration and mining in water basins and forest 

areas in the territory of Mongolia and provides for the revocation of mining and exploration licenses affecting such areas.  The legislation exempts 
any “mineral deposit of strategic significance”.  If the legislation is not repealed or amended or if Gatsuurt is not designated as a “mineral deposit of 
strategic importance” that is exempt from this legislation, mineral reserves at Gatsuurt may have to be reclassified as mineral resources or removed 
from the reserve, resource statement. 
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Centerra Gold Inc. 
Polymetallic Mineral Resources as of December 31, 2013 

(as of December 31, 2013) 
 

Category 
Tonnes 
(000’s) 

Gold 
Grade 
(g/t) 

Contained 
Gold 

(6)
 

(oz 000’s) 

Silver 
Grade 
(g/t) 

Contained 
Silver 

(oz 000’s) 

Lead 
Grade 

(%) 

Contained 
Lead 

(lb 000’s) 

Zinc 
Grade 

(%) 

Contained 
Zinc 

(lb 000’s) 

ATO Project 
 (1) (2) (3) (4) (5) (7) (8)

 

Oxide Mineral Resources  
(> $6.50 NSR cut-off Grade) 

Measured Resources 3,677 1.3 148 8.5 1,010 - - - - 

Indicated Resources 3,294 0.7 78 7.2 758 - - - - 

Measured and 
Indicated 6,971 1.0 226 7.9 1,768 

- - - - 

          

Inferred Resources 
(3)

 87 0.8 2 4.9 14 - - - - 

Sulphide Mineral Resources 
(> $25.50 NSR cut-off Grade) 

Measured Resources 5,986 1.7 318 8.0 1,543 0.979 129,197 1.704 224,874 

Indicated Resources 5,626 1.3 228 8.5 1,541 0.803 99,598 1.447 179,474 

Measured and 
Indicated 11,612 1.5 545 8.3 3,085 0.894 228,795 1.579 404,349 

          

Inferred Resources 
(3)

 299 0.6 6 5.8 56 1.025 6,757 2.306 15,201 
 
(1) Mineral resources have been estimated on the following metal prices (gold $1,300 per ounce), (silver $20 per ounce), (lead $ 0.90 per lb), (zinc $0.90 

per lb). 
(2) Mineral resources do not have demonstrated economic viability. 
(3) Inferred mineral resources have a great amount of uncertainty as to their existence and as to whether they can be mined economically.  It cannot be 

assumed that all or part of the inferred resources will ever be upgraded to a higher category. 
(4) Centerra’s equity interest in the ATO project is 100%.  
(5) Numbers may not add up due to rounding. 
(6) The contained gold resources have also been included in Centerra’s 2013 Year-end Gold Reserve and Resource Summary. 
(7) The ATO resources are estimated based on a Net Smelter Return cut-off grade of $6.50 NSR per tonne for oxide mineralization and $25.50 NSR per 

tonne for sulphide mineralization.  
(8) Variables used to calculate NSR values include: 

Oxide total recovery of gold=69.8% 
Oxide total recovery of silver=56.7% 
Sulphide Net Smelter Return total recovery of gold=59.9% 
Sulphide Net Smelter Return total recovery of silver=48.5% 
Sulphide Net Smelter Return total recovery of lead=42.6% 
Sulphide Net Smelter Return total recovery of zinc=27.7% 
Payable royalty on total recovered gold=10.0% 
Payable royalty on total recovered silver=6.75% 
Payable royalty on total recovered lead=6.75% 
Payable royalty on total recovered zinc=6.75% 

 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 30 

Centerra Gold Inc. 
Reconciliation of Gold Reserves and Resources 

(in thousands of ounces of contained gold)
 

 
(in thousands of ounces of contained gold) 

(4) (8) (9) 

 

December 
31 

2012 
(1)

 
2013 

Throughput 
(2)

 

2013 
Addition 

(Deletion)
 (3)

 
December 31 

2013 

Gold Proven and Probable Mineral Reserves 
Kumtor 

(5)
 9,466 766 (184) 8,516 

Boroo 178 146 17 49 

Gatsuurt 
(7) (11)

 1,489 0 114 1,603 

     

Total Proven and Probable 
Reserves 

11,133 912 (53) 10,168 

 

Gold Measured and Indicated Mineral Resources 
Kumtor 

(6)
 2,529 0 0 2,529 

Kumtor Stockwork Underground 121 0 0 121 

Boroo 242 0 0 242 

Gatsuurt
 (7) (11)

 426 0 (28) 398 

Ulaan Bulag 73 0 0 73 

ATO 771 0 0 771 

Kara Beldyr 289 0 0 289 

Öksüt 682 0 406 1,088 

     

Total Measured & Indicated 
Resources 

5,133 0 378 5,511 

 

Gold Inferred Mineral Resources 
(10)

 
Kumtor Open Pit

 (6)
 712 0 0 712 

Kumtor Stockwork Underground 705 0 0 705 

Kumtor SB Underground 1,229 0 0 1,229 

Boroo 235 0 0 235 

Gatsuurt
 (7) (11)

 491 0 (51) 440 

Ulaan Bulag 13 0 0 13 

ATO 8 0 0 8 

Kara Beldyr 211 0 0 211 

Öksüt 477 0 (343) 134 

     

Total Inferred Resources 4,081 0 (394) 3,687 

 
(1) Reserves and resources as reported in Centerra’s Annual Information Form filed in March 2013. 
(2) Corresponds to mill feed at Kumtor and mill feed or stacked on heap leach pad at Boroo.  
(3) Changes in reserves or resources, as applicable, are attributed to information provided by drilling and subsequent reclassification of 

reserves or resources, changes in pit designs, reconciliation between the mill and the resource model, and changes to operating costs. 
(4) Centerra’s equity interests as of the date of this Annual Information Form are as follows:  Kumtor 100%, Gatsuurt 100%, Boroo 100%, 

Ulaan Bulag 100%, ATO 100%, Öksüt 100% and Kara Beldyr 70%.  Contained ounces are on a 100% basis in the table above at each 
property. 

(5) Kumtor open pit reserves include the Central, Southwest and Sarytor pits. 
(6) Kumtor open pit resources include the Central, Southwest, Sarytor and Northeast deposits. 
(7) Gatsuurt open pit reserves and resources include the Central Zone and Main Zone deposits. 
(8) Centerra reports reserves and resources separately.  The amount of reported resources does not include those amounts identified as 

reserves. 
(9) Numbers may not add up due to rounding. 
(10) Inferred mineral resources have a great amount of uncertainty as to their existence and as to whether they can be mined economically.  

It cannot be assumed that all or part of the inferred resources will ever be upgraded to a higher category. 
(11) In July 2009, the Mongolian Parliament enacted legislation that would prohibit mineral prospecting, exploration and mining in water 

basins and forest areas in the territory of Mongolia and provides for the revocation of mining and exploration licenses affecting such 
areas.  The legislation exempts any “mineral deposit of strategic significance”.  If the legislation is not repealed or amended or if 
Gatsuurt is not designated as a “mineral deposit of strategic importance” that is exempt from this legislation, mineral reserves at 
Gatsuurt may have to be reclassified as mineral resources or removed from the reserve, resource statement. 

 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 31 

Sources, pricing and availability of materials, parts and equipment 

Our operations are affected by the availability of diesel fuel, mining equipment and parts, mill equipment and 
parts, cyanide and other reagents used in our processing operations at the Kumtor and Boroo projects.   

Diesel fuel is sourced from separate Russian, Kyrgyz and Mongolian suppliers for both our Kumtor and Boroo 
projects, and the price of which only loosely correlates with world oil prices.  We use expensive, large mining and 
milling equipment that is internationally sourced and requires a long time to procure, build, and install.  Cyanide 
and other reagents are sourced locally and internationally based on availability and the required specifications. 
Pricing for all supplies is based on competitive market pricing.   

We operate in remote locations and any interruption to our supply of the foregoing materials, parts, and 
equipment could have an adverse impact on our future cash flows, earnings, results of operations, and financial 
condition.  Access to our Kumtor project has been restricted on several occasions by illegal roadblocks and 
labour disruptions. 

Financial and operational effects of environmental protection requirements 

We are subject to strict environmental regulation in connection with our mining, development, and exploration 
activities in each of the jurisdictions in which we operate.  The financial and operational effects of our 
environmental protection requirements relate primarily to our operations in the Kyrgyz Republic, where we 
operate the Kumtor project, and in Mongolia, where we operate the Boroo project and have a 100% interest in 
the Gatsuurt project and the ATO exploration property. 

Kyrgyz Republic 

Kyrgyz environmental requirements 

We are subject to various environmental requirements under Kyrgyz law and under the terms of permits issued 
by Kyrgyz regulatory authorities in connection with the operation of the Kumtor mine.  In order to comply with 
these requirements the Kumtor project has a formal Environmental Management System (the Kumtor EMS) and 
an Environmental Management Action Plan (EMAP).  We conduct an internal auditing and monitoring program to 
ensure compliance with the Kumtor EMS and EMAP.  In addition, external audits of environmental aspects are 
conducted on a regular basis, the results and recommendations of which are reviewed by us and implemented 
where possible. 

For further information about such Kyrgyz environmental protection requirements, see the section entitled 
“Centerra’s properties – Producing gold mine – Kumtor project – Environmental conditions”, “Centerra’s 
properties – Producing gold mine – Kumtor project – Emergency response plan and handling of hazardous 
materials” and “Centerra’s properties – Producing gold mine – Kumtor project – Decommissioning and 
reclamation”. 

The Kumtor project has also been the subject of reports of Parliamentary and State Commissions as well as a 
number of regulatory claims by various Kyrgyz state agencies.  For discussion regarding these matters, see the 
section entitled “Centerra’s properties – Producing gold mine – Kumtor project – Kyrgyz Parliamentary and State 
Commissions and Environmental Claims”. 

Mongolia 

We are subject to various environmental requirements under Mongolian law and under the terms of various 
permits and licenses issued by Mongolian regulatory authorities in connection with the operation of our Boroo 
project and the exploration and development of our Gatsuurt and ATO properties.  

We have developed an Environmental Management System (Boroo EMS) to address the impact of Boroo's 
operations on the environment and to monitor compliance with applicable legal requirements.  The Boroo EMS 
has undergone several audits by external consultants, the results and recommendations (if any) of which are 
reviewed by us and implemented where possible. 
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We have obtained the necessary environmental permits and licenses for the Boroo project.  For additional 
details regarding our environmental obligations and programs relating to the Boroo project see the section 
entitled “Centerra’s properties – Producing gold mines – Boroo project – Environmental matters”. 

As part of the feasibility studies done on the Gatsuurt project, baseline studies and an environmental impact 
assessment (EIA) were developed with conclusions and recommendations made.  A detailed EIA for the 
Gatsuurt project was approved in December 2009.  However, the Mongolian Government did not approve the 
2010 annual Environmental Protection and Monitoring Plan due to the regulatory and permitting uncertainties.  
For further information see the section entitled “Centerra’s properties – Development property – Gatsuurt project 
– Environmental matters - Regulatory matters, legislative changes and other matters”.  Mongolian law requires 
that detailed EIA’s be updated every five years following the latest date of approval.  In accordance with this law, 
a revised Gatsuurt detailed EIA will be produced in 2014.   

In 2011 and 2012 at the ATO exploration project, we collected an international level environmental baseline data 
set including biological, archaeological, sociological and hydrologic baseline information and established 
permanent monitoring programs for use throughout the development of the program. A comprehensive social 
baseline assessment inventory was also completed in the project area.  In combination, these two documents 
are the primary components of an International Social and Environmental Impact Assessment which may be 
produced in the future, if necessary.  Following the approval of a general EIA the approval of the ATO Feasibility 
Study was obtained in early 2013. As required by Mongolian law, a detailed EIA was prepared for the proposed 
ATO mine project, and submitted following approval of the ATO Feasibility Study.  The Mongolian Ministry of 
Nature, Environment and Green Development is currently reviewing this document. 

Water and Forest Law 

Our Mongolian projects may also be impacted by the Water and Forest Law enacted by Mongolia Parliament in 
2009.  For further information about these potential impacts, see the sections entitled “Centerra’s properties – 
Producing gold mines – Boroo project – Property description and Location – Water and Forest Law” and the 
“Centerra’s properties – Development property – Gatsuurt project – Environmental matters - Regulatory matters, 
legislative changes and other matters”. 
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2.4 Corporate social responsibility 
 

We endeavour to work in a safe and responsible way to meet or 
exceed our stakeholders’ expectations.  At Centerra, integrity 
and ethics are the foundation for everything we do.  As a team, 
we are results-focused and strive for continuous improvement 
without compromising safety or the environment.  As an 
international company, we respect the different needs and 
values of people and their cultures and operate with 
transparency to promote stakeholder confidence. 

We strive to: 

 Meet our targets by ensuring we run safe, efficient, cost-
effective mines and projects 

 Maximize the value of our existing assets and properties 

 Lead our peer group in the areas of shareholder value, 
business ethics, workplace safety, environmental 
protection, community development, transparency and governance 

 Minimize the potential for harmful impacts from our operations to the lowest levels we reasonably can 

 Improve our engagement with stakeholders to better respond to their needs and concerns 

Centerra’s approach to corporate responsibility 

We approach corporate responsibility by engaging stakeholders – groups who influence or are influenced by our 
activities or performance.  Our key stakeholders include employees, contractors, vendors, communities, 
shareholders, local and national governments, investors and non-governmental organizations (NGOs). 

Putting our corporate responsibility principles into practice at Centerra means: 

 Being transparent about our mining activities 

 Respecting the rights of all stakeholders, especially our employees, contractors and local residents 

 Mining in a way that minimizes environmental effects 

 Upholding and promoting the rule of law 

 Generating sustainable benefits for the communities in which we operate 

 Continually improving the management of our operations so that we can respond to the economic, 
environmental and social expectations of our stakeholders 

 Assigning clear management responsibilities for environmental, social and health and safety 
performance 

 Providing adequate staffing and resources for corporate responsibility management at each operation 

 Avoiding, reducing, managing and mitigating any potentially harmful impacts that may arise from our 
operations 

 Offering our employees competitive compensation and the opportunity to learn and excel 

 Aligning our activities with international best practices and going beyond regulations and requirements 

 Encouraging entrepreneurship among potential local suppliers of goods and services to our sites 

 Training local people to develop the skills needed to compete for employment in  our mining operations 

Governance 

Board oversight 

Our Safety, Health and Environment Committee reviews performance against our goals, policies and systems to 
ensure we are meeting our safety, health and environment objectives. 

Centerra’s life-cycle approach to mining 

Before we open a mine, we plan for every stage of its 
life cycle. We think about how to minimize the impact of 
our operations on the environment at each stage, from 
breaking ground to extracting ore and processing gold 
through to final closure and remediation. For example, 
where possible, we practise progressive remediation – 
setting aside topsoil before mining to remediate areas 
we have cleared and minimizing the amount of natural 
land we disturb. We also work with local stakeholders 
to generate environmental offsets by planting trees or 
participating in other local offset programs. At the end 
of the reclamation process, we plan to return the 
rehabilitated land back to the local government as the 
last step in our responsible mining life cycle. 
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Our Corporate Social Responsibility Committee oversees donations, sustainable development policies, 
investments, programs and performance measurement with respect to such donations, policies and programs.  

Management systems 

We manage safety, health and environmental issues at every site with formal safety, health and environmental 
management systems that are based on the ISO 14001 and OSHAS 18000 models.  Managing our risks and 
mining responsibly require that we plan before we do work, check by monitoring progress against our plan and 
act on what we have learned through audits and other forms of verification. 

Assurance program 

We perform regular internal and external audits to make sure our facilities comply with our safety, health and 
environmental policies, applicable laws and regulations, and generally accepted international industry practices.  
These risk-based programs identify concerns and help us improve. 

Employee health and safety 

We strive to foster a safe, healthy and rewarding workplace at all of our facilities.  To prevent injuries, we use 
proactive measures, such as job observations, pre-task planning and workplace and field inspections.  To avoid 
recurrence, we investigate all incidents to identify the root causes and take action as needed. 

We support collective bargaining with unions to reach collective agreements.  Our agreements cover health and 
safety topics such as preventing injuries and diseases, safety equipment supply and workplace monitoring to 
ensure employees are protected against hazards.  We engage systematically with unions and employees to 
promote safety everywhere we work.  Our approach is the same with our contractors and vendors. 

Environmental protection 

Environmental stewardship is vitally important to us and our stakeholders.  We focus on improving our practices 
so that we prevent, reduce or mitigate damage to the natural habitats that provide essential resources to our 
employees and surrounding communities. 

Spills  We act to prevent spills and minimize the environmental impacts associated with any incidents.  

 Through our emergency response plan and our Environmental Management System (EMS), we seek to 
go beyond compliance in identifying risks and hazards so we can prevent foreseeable incidents and 
emergencies.  We also use root cause analysis to identify the causes of incidents when they do occur. 

Cyanide  Cyanide is used to recover gold from ore and is an essential part of our operations. 

 Our approach to cyanide management at all operations reflects the International Cyanide Management 
Code for the Manufacture, Transport and Use of Cyanide in the Production of Gold (the Cyanide Code), 
which is recognized as an international best practice.  The Cyanide Code helps protect human health 
and reduce the potential for environmental impacts.  Companies that become signatories to the 
Cyanide Code must have their operations audited by an independent third party to demonstrate 
compliance.  We have fully integrated the Cyanide Code principles and standards of practice into our 
Health, Safety and Environmental Management Systems. 

Water  To ensure effective water and mine waste management, we measure and monitor water quantity and 
quality and mine waste stability.  

 Our approach to water management takes public safety, community health and environmental 
protection into consideration.  

 Our water and mine waste management design, layout and closure plans also consider the risks 
associated with climate change, including increased storm intensity, drought and receding glaciers. 
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Air  We align with international best practices by participating in the annual survey from the Carbon 
Disclosure Project, an independent not-for-profit organization that collects and shares corporate climate 
change information.  Our greenhouse gas emissions and energy consumption performance can be 
found at www.cdproject.net.  

 We also monitor air quality at our operations. 

Biodiversity  Biodiversity is an important part of our reclamation process and, in keeping with our zero harm goal, we 
look for innovative ways to promote biodiversity wherever we operate. 

Community 

We understand that partnering with local communities for social and economic development creates value for us 
and the local communities in which we operate.  We work to establish and maintain the trust of local 
communities by acting as a good corporate citizen.  

Community development and capacity building 

We have community development funds in the Kyrgyz Republic and Mongolia.  Our goal is to help diversify rural 
livelihoods and build small & micro enterprises that can sustain themselves over the long term. 

Kumtor 

In 2013 we focused on implementing a strategic approach to community development combining: (i) long term 
development projects implemented through partnerships to build capacity and drive sustainable development 
with an aim to reduce socioeconomic impacts post closure, and (ii) short term donations provided through a 
transparent process of applications which serve to improve Kumtor’s reputation in the local communities in which 
we operate. 
 
Also, in 2013 a socio-economic baseline for Issyk-Kul Oblast was conducted that will help support more strategic 
community investment through identification of needs and opportunities and also strengthen our partnerships 
with other development agencies.  

Boroo 

Our soum development funds support Bayangol and Mandal soums and the Tunkhel village near Gatsuurt.  All 
three are communities in Selenge aimag.  These funds continue to help finance employment and infrastructure 
projects that improve the overall standard of living in the area. 

Through participatory partnerships with local community groups, we have also designed and implemented 
livelihood projects designed to increase local incomes.  Projects we are currently implementing include a milk 
collection and processing centre, improving the storage and marketing of locally grown vegetables and 
improving the sustainability of existing wood processing facilities by encouraging operators to replenish the wood 
they use with new forests. 

Other examples of our community involvement, partnerships and donations in 2013 

Kumtor 

 Green energy projects that include solar fruit 
driers to help increase farmers income and mini 
hydro turbines for rural energy. 

 Financing of three regional micro-credit facilities 
helping individuals access small scale financing.   

 Rehabilitation of the Bokonbaev – Ton road. 

 Support for the Youth Environmental Network 
supporting various events and activities including 
camps, subbotniks (or volunteer work days) and 
awareness campaigns. 

 Support for the Karakol Zoo to help promote 
biodiversity. 

 Working with the American University of Central 
Asia on the development of their MBA program 
with a sub component of sustainability. 

 Empowering local youth through the local Youth 
Bank. 

 Funding that provides computer training for 
students and teachers, combined with life skills 
classes. 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 36 

 Support for the Svetly Put orphanage to help 
vulnerable street children. 

 Multi-year land rehabilitation program to improve 
crop yields and farming techniques that provide 
farmers with the ability to increase incomes. 

 Greenhouse and berry growing programs for 
training local farmers and diversifying income 
opportunities. 

 Numerous donations including ambulance, school 
renovations and subsidies, cultural events, 
kindergarten furniture, sporting events and 
equipment, books and other equipment for 
libraries, etc. 

 Post  disaster humanitarian donations after 
severe  flooding in the region 

 
Boroo

In the various neighboring soums, examples include: 

 Hospital extension and infrastructure 
development in Bayangol soum 

 In Mandal soum, training for newly elected soum 
leaders, school restroom construction, sports 
complex renovation and the development of a 
public service center in Kherh 

 Design and implementation of wood processing, 
veterinary service unit and dairy livelihoods 
projects in the village of Tunkhel 

 Implementation of felt making and dairy livelihood 
projects in Tsagaan-Ovoo soum 

 

 

 

You can learn more about our other community involvement activities on our website at www.centerragold.com.  

 

http://www.centerragold.com/
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3. Centerra’s properties 

We operate two producing gold mines, both of which we have a 
100% interest in:  

 the Kumtor mine in the Kyrgyz Republic  

 the Boroo mine in Mongolia 

We hold a 100% interest in a development property: 

 the Gatsuurt project in Mongolia 

We also have interests in a number of exploration properties, including: 

 100% interest in the Öksüt property in Turkey 

 100% interest in the ATO property in Mongolia 

 70% interest in the Kara Beldyr property in Russia 

 100% interest in the Ulaan Bulag property in Mongolia 

 46% interest in the Dvoinoy property in Russia  
 

In addition, we are party to various other agreements with third parties relating to properties in Turkey, Russia, 
Cyprus and Canada (Yukon) where our ownership interests in the underlying properties have not yet vested. 

Our properties Page 

Producing gold mines  

Kumtor project 38 

Boroo project 69 

Development property  

Gatsuurt project 85 

Exploration properties  

Öksüt project 94 

ATO project 97 

Kara Beldyr 99 

Other exploration properties 101 

3.1 Producing gold mines 

Our two producing gold mines are Kumtor and Boroo.  They are our only material properties for the purposes of 
NI 43-101. 

Gold production 

(in ounces) 

Property  2011 2012 2013 

Kumtor mine 583,156 315,238 600,402 

Boroo mine 59,224 71,838 90,318 

A Central Asian Focus 

We are the largest Western-based gold company 
in Central Asia with gold production of 690,720 
ounces in 2013 and proven and probable 
reserves of 10.2 million ounces of contained gold 
as at December 31, 2013. 
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Kumtor project 
 

 

Quick facts 

The Kumtor project, located in the Kyrgyz 
Republic, is the largest gold mine in the 
former Soviet Union operated by a non-
domestic producer.  

Kumtor has been in operation since 1997.  

In 17 years, Kumtor has produced 
approximately 9.3 million ounces of gold.   

 

Location Kyrgyz Republic 

Ownership 100% 

Business structure Our wholly-owned subsidiary, Kumtor Gold Company CJSC 

(KGC), is the holder of the rights to the Kumtor gold deposit  

End product Gold doré 

Mine type Open pit 

Estimated mineral reserves 

(as at December 31, 2013) 

8,516,000 oz of contained gold (proven and probable) 

average grade – 3.1 g/t 

tonnes – 85,186,000 

Estimated mineral resources 

(as at December 31, 2013) 

 

Mineral resources are in addition to reserves.  

Mineral resources do not have demonstrated 

economic viability. 

2,529,000 oz of contained gold (measured and indicated) – 

open pit 

average grade – 2.3 g/t 

tonnes – 34,088,000 

121,000 oz of contained gold (measured and indicated) – 

Stockwork underground 

average grade – 10.7 g/t 

tonnes – 351,000 

Inferred mineral resources have a great amount 

of uncertainty as to their existence and as to  

712,000 oz of contained gold (inferred) – open pit 

average grade – 2.4 g/t 

whether they can be mined economically.  It 

cannot be assumed that all or part of the inferred 

resources will ever be upgraded to a higher 

category. 

tonnes – 9,339,000 

705,000 oz of contained gold (inferred) – Stockwork 

underground  

average grade – 11.0 g/t 

tonnes – 2,002,000 
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1,229,000 oz of contained gold (inferred) – SB Zone 

underground  

average grade – 11.2 g/t 

tonnes – 3,413,000 

Processing method Milling, flotation, ultrafine grinding and CIL 

Total production to December 31, 2013 9.3 million ounces of gold 

2013 production 600,402 ounces of gold 

2014 forecasted production 550,000 – 600,000 ounces of gold 

2014 forecasted All-in Sustaining Costs
1
 $762-832 per ounce of gold sold 

2014 forecasted All-in cost (pre-tax)
1
 $833-909 per ounce of gold sold 

Estimated mine life Mining to 2023, milling to 2026 

Estimated decommissioning cost $46.0 million 

Employees (excluding long term contractors) 2,700 

1.
   “All-in Sustaining Costs” and “All-in cost” are non-GAAP measures and are discussed under “Non-GAAP Measures” 

 

 History 

Intermittent exploration in the general Kumtor area dates back to the late 1920s. 

1978  Debris from the Sarytor deposit is discovered by a geophysical expedition of the state Kyrgyz 
Geology department sampling float from the frontal moraine of the Sarytor Glacier.  

 The sole outcrop of what is now called the Central deposit is found during follow-up prospecting. 

1979 to 1989  A systematic evaluation of the Central deposit, and to a lesser extent of the Southwest deposit, is 
carried out consisting of several phases of surface trenching and geological mapping, diamond drilling 
and underground development on three levels culminating in a detailed sampling program of the 
central upper part of the Central deposit. 

1990  An initial reserve statement, issued by the USSR State Committee on Reserves. 

1991  Soviet Union breaks up and Kyrgyz Republic emerges as an independent country. 

 Centerra’s former parent company becomes aware of the project. 

1992  Centerra’s former parent company concludes an agreement with the Kyrgyz Republic regarding the 
project, and retains a third party consultant to undertake a feasibility study of the project (the Kumtor 
Feasibility Study). 

1992-1993  The Kumtor Feasibility Study is completed.  The feasibility work program included data verification (by 
re-sampling parts of the underground openings and re-assaying of original sample rejects), additional 
and definitive metallurgical test work, and a re-estimation of mineral resources and reserves using 
geostatistical methods, a block model and pit optimization software. 

1994  An update to the Kumtor Feasibility Study is completed. 
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1994  A project development agreement is finalized with the Kyrgyz Government.  Pursuant to this 
agreement, Cameco Gold Inc. (Cameco Gold), through its wholly-owned subsidiary Kumtor Mountain 
Corporation (KMC), held a one-third interest in KGC, a Kyrgyz joint stock company that owned the 
concession giving it exclusive rights to develop the Kumtor mine.  Kyrgyzaltyn held the remaining two-
thirds interest in KGC.  KOC, then a wholly-owned subsidiary of Cameco Gold, acted as operator of 
the Kumtor project.  We are the successor to substantially all of the gold business previously carried 
on by Cameco Gold, which was a wholly owned subsidiary of Cameco Corporation (Cameco). 

1995  A further update to the Kumtor Feasibility Study is completed. 

1995  Financing arrangements for the Kumtor project are concluded. 

1996  Project construction is completed. 

1997  After capital expenditures of approximately $452 million, mining of the Central pit commences and 
commercial production is achieved. 

2004  Kyrgyzaltyn and Cameco Gold sell us all of their shares in KGC (and KOC) effective June 22, 2004 in 
exchange for, among other consideration, common shares in Centerra.  Accordingly, we now hold a 
100% interest in the Kumtor project.  

2006  Ore deliveries from the Southwest deposit commence. 

2009  Project agreements from 2004 are amended and restated.  

2012  An expansion of the Central pit is announced which increases mineral reserves and mine life at 
Kumtor. 

Significance to the Kyrgyz Republic 

The Kumtor project plays a particularly important role in the economic and political life of the Kyrgyz Republic.  It 
is one of the largest private sector employers of Kyrgyz citizens, is the largest foreign investment in the country 
and represents a significant portion of the country’s gross domestic product, export earnings and total industrial 
production.  The importance of Kumtor to the Kyrgyz economy means that it has a very high profile within the 
country.  Accordingly, Kumtor continues to be at the centre of political and public attention in the Kyrgyz 
Republic. 

See also, “– Kyrgyz Parliamentary and State Commissions and Environmental Claims” for information regarding 
Parliamentary and State Commissions formed to review Kumtor’s compliance with Kyrgyz laws, their resulting 
reports and the actions taken by the Government and Parliament in connection with these reports.   

Disputes 

The Kumtor project has been the subject of numerous disputes in the past, including lawsuits and legislation that 
challenged the validity of the decrees, agreements and licences that govern the title, operation and taxation of 
Kumtor.  See the “Risks that can affect our business” section of this AIF. 

Labour and employment matters 

As of December 31, 2013, the Kumtor project had 2,700 permanent employees (excluding long-term 
contractors), of which approximately 96% are Kyrgyz citizens.  The Kumtor project is unionized and all of our 
national employees in the Kyrgyz Republic (including at the head office) are subject to our collective agreement 
with the Trade Union Committee.  The current collective bargaining agreement, which was ratified in December 
2012, expires on December 31, 2014.  A work stoppage at any time during 2014 or any subsequent year could 
have a significant impact on Kumtor achieving its forecasted production.  See the “Risks that can affect our 
business” section of this AIF. 
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Property description, location and concession 

Location 

The Kumtor project is located in the Tien Shan Mountains, some 350 kilometres to the southeast of the national 
capital Bishkek and about 60 kilometres to the north of the international boundary with the People’s Republic of 
China, at 41°52’ North and 78°11’ East. 

Concession 

Under our Restated Concession Agreement with the Kyrgyz Republic, effective June 6, 2009 (the Restated 
Concession Agreement), we were granted a concession with exclusive rights to all minerals within an area of 
approximately 26,000 hectares centered on the Kumtor gold deposit (the Concession Area) and with an expiry 
date of December 4, 2042.  As of June 6, 2009, when the Restated Concession Agreement came into effect, all 
of the prior existing mining and exploration licenses and associated agreements held by us terminated and were 
superseded by the Restated Concession Agreement. 

Exploration licences 

On October 6, 2009, we were granted a 139.4 square kilometre exploration licence over the Karasay prospect, 
which is located 20 kilometres south of the Central pit.  On June 14, 2010, we were also granted a 133.6 square 
kilometre exploration license over the Koendy prospect, which is located 20 kilometres southeast of the Central 
deposit.  Both the Karasay license and the Koendy license adjoin the Concession Area.  Both licences were 
granted for two year terms with the right to apply for renewal as long as certain expenditure requirements were 
completed.   

On June 15, 2012, we received notice that the renewal applications for our exploration licenses for the Koendy 
license area and the Karasay license area would be reviewed by the Kyrgyz Republic Environmental and 
Forestry Agencies for possible impacts on the nearby Sarychat-Ertash State Reserve.  On February 1, 2013 the 
Kyrgyz Government approved the new borders of the Sarychat-Ertash State Reserve by issuing Decree # 48. As 
a result, part of the Koendy license area is now within the reserve’s borders and the application for renewal of 
that license was denied. On October 10, 2013 the State Agency for Geology and Mineral Resources under the 
Kyrgyz Government extended the license for the Karasay license area until October 7, 2014. 

Royalties, payments or other agreements or encumbrances 

Other than taxes and fees described below under the heading “– Mining operations – Taxes” and pledges in 
favour of EBRD over certain mining equipment used at Kumtor, there are no royalties, payments or other 
agreements or encumbrances related to the Kumtor project.   

Deposits 

The Kumtor project is comprised of the main Central deposit (consisting of the Stockwork and SB Zones) and 
three smaller satellite deposits known as the Sarytor deposit, the Southwest deposit, and the Northeast deposit.     

Location of facilities 

All of the mineral deposits, the tailings management facility, waste dumps and the processing plant are located 
within the Concession Area. 
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Concession area 

 

Restated Investment Agreement 

Our Restated Investment Agreement with the Kyrgyz Republic dated as of June 6, 2009 provides that we will be 
guaranteed such access to the Kumtor site, including all necessary surface lands, together with access to water, 
power and other infrastructure, as is necessary or convenient for the operation of the Kumtor project.  The 
Restated Investment Agreement also provides that the Kyrgyz Government will support further and additional 
exploration activity by us in the Kyrgyz Republic by inviting us to consider opportunities to acquire additional 
exploration and mining licenses. 

All mining and related activities at Kumtor are carried out in accordance with licenses and permits issued by 
Kyrgyz Government agencies based on the laws of the Kyrgyz Republic.  The Restated Investment Agreement 
provides that we are entitled to all licences, consents, permits and approvals of the Kyrgyz Government 
necessary for the operation of the Kumtor project, including all matters with respect to meeting the requirements 
of legislation for protection of the environment.  All such permits and licenses required for the conduct of mining 
operations at Kumtor are currently in good standing, other than the land use certificate (as discussed below).  
For a discussion of environmental permitting requirements see the “– Environmental conditions” section below. 

Revocation of Land Use Certificate 

On July 5, 2012, the Kyrgyz Government cancelled Government Decree #168, which provided us with land use 
(surface) rights over the Concession Area for the duration of the Restated Concession Agreement.  At the same 
time, the related land use certificate issued by the local land office was also cancelled.  Based on advice from 
Kyrgyz legal counsel, we believe that the purported cancellation of our land use rights is in violation of the Kyrgyz 
Republic Land Code because the Land Code provides that land rights can only be terminated by court decision 
and on the listed grounds set out in the Land Code. 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 43 

We wrote to the Kyrgyz Government in the third quarter of 2012 requesting the issuance of a new land use 
certificate in light of the rights and obligations under the Restated Investment Agreement.  No response has 
been received from the Kyrgyz Government.  On November 11, 2013, the Kyrgyz Republic General Prosecutor’s 
Office commenced a claim in the Inter-district court of the Issyk Kul province against KGC and the Jety-Oguz 
District Department for Land Management and Real Estate Title Registration Department.  The claim requests 
that the court enforce the Government decree purporting to cancel Government Decree #168.  If successful, we 
may be denied land use rights over a portion of the Kumtor concession area. 

As discussed above, pursuant to the Restated Investment Agreement, the Kumtor project is guaranteed all 
necessary access to the Kumtor concession area, including all surface lands as is necessary or desirable for the 
operation of the Kumtor project.  The Restated Investment Agreement also provides for the payment of quarterly 
land use and access fees.  The Restated Investment Agreement additionally provides that the Kyrgyz 
Government shall use its best efforts to reserve or cancel any action that conflicts with the Company’s rights 
under that agreement.  To the extent that our land use rights are considered invalid (which we do not accept), we 
would seek to enforce our rights under the Restated Investment Agreement to obtain the rights otherwise 
guaranteed to us. 

Site accessibility, climate, local resources, infrastructure and physiography 

Site accessibility 

Access to the Kumtor mine site is by a main road that runs between Bishkek and Balykchy, on the western shore 
of Lake Issyk-Kul, a distance of 180 kilometres.  A secondary road running along the south shore of the lake 
leads to the town of Barskaun for another 140 kilometres, and a final 100 kilometres must be traversed on a 
narrow, winding road leading into the Tien Shan Mountains that climbs to an elevation of 3,700 metres through 
32 switch backs to reach the Kumtor mine site. Kumtor has done considerable work to maintain this access road 
and, despite occasional avalanches and movements of gravel and till down steep slopes during heavy rains, 
there has not been any extended period during which the road has been out of service. 

Most employees work a two-week rotation, and are transported between the mine site from Bishkek and the 
Issyk-Kul region using a company-owned commuter bus service. Supplies are transported by rail to the Kumtor 
marshalling yard in Balykchy at the west-end of Lake Issyk-Kul and then trucked 250 kilometres to the mine site.  
A helicopter pad is available at the mine site for emergency use. 

Elevation 

The Kumtor mill is situated in alpine terrain at an elevation of approximately 4,016 metres, while the highest 
waste and glacial mining excavations occur above an elevation of 4,400 metres. The main camp, administration 
and maintenance facilities are at about 3,600 metres. 

Climate, physiography and vegetation 

The climate is continental with a mean annual temperature of minus eight degrees Celsius. Extreme recorded 
temperatures vary from plus 23 to minus 49 degrees Celsius, with short summers that last from June to 
September. Precipitation is low at 300 millimetres per annum, with the majority falling in the summer months, 
and annual snow accumulation of 600 millimetres. Kumtor operates 365 days per year.  

Local valleys are occupied by active glaciers that extend down to elevations of 3,800 to 3,900 metres and 
permafrost in the area can reach a depth of 250 metres. 

Reflecting the harsh climate and high elevation, sparse, low vegetation is restricted to the valley floors and lower 
mountain slopes, with a total absence of trees or shrubs. 

Seismic activity 

As the area is seismically active, all facilities at Kumtor, including the process plant and tailings storage dam, 
have been designed in accordance with recommended seismic standards for the area. 
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Power and water 

The mine site is connected to the Kyrgyz national power grid with a 110 kilovolt overhead power line running 
parallel to the access road.  The mine maintains two standby generator stations in case of power outages.  Fresh 
water is taken from Petrov Lake, situated five kilometres northeast of the mill site. The minimum water inflow into 
the lake is estimated to be in excess of 1,000 cubic metres per hour or approximately twice the average project 
demand. 

Tailings management facility 

The tailings management facility is located in the Kumtor River valley and consists of twin tailings pipelines, a 
tailings dam, an effluent treatment plant and two diversion ditches around the area to prevent runoff and natural 
watercourses from entering the tailings basin. These facilities received approval from the Kyrgyz Government in 
1999. Each tailings pipeline (one operating and one spare) is approximately six kilometres in length.  The tailings 
dam was designed and constructed to address the permafrost conditions at the mine site and to standards for 
seismic activity in the region. The tailings dam consists of a compacted fill dam approximately three kilometres 
long. The dam crest is ten metres wide and the side slopes are approximately 3 horizontal to 1 vertical.  The dam 
is currently 36 metres high at its central part.  The dam fill consists of alluvial sands and gravels. A 
geomembrane liner has been placed on the upstream face and extends one hundred metres upstream of the 
dam toe on natural ground into the impoundment.  

Construction activities to raise the dam crest have taken place almost every year since 1997. The dam crest is 
presently at elevation 3,667 metres.  Kumtor is required to apply and obtain permits from the Kyrgyz Government 
from time to time to address interim raising and construction activities.   

The currently approved ultimate limit of the tailing management facility has insufficient capacity to store all of the 
93 million tonnes of ore to be processed in the current LOM plan. The existing facility will reach its permitted 
capacity (1.5 metres freeboard at a dam elevation of 3,670.5 metres) in 2020. The capacity shortfall amounts to 
approximately 50 million tonnes of ore or 33 million cubic metres of tailings.  The capacity shortfall will require 
the raising of the existing tailings dam beyond the 3,670.5 elevation, or the construction of an additional tailings 
facility by 2020. 

To ensure effective tailings disposal through to the end of the mine life in July 2026, KOC must expand the shear 
key and raise the tailings dam to an elevation of 3,677.5 metres. A decision on raising the dam above the 
currently designed and permitted maximum elevation of 3,670.5 metres should be made by the end of 2014 so 
that technical regulations and design are generated in 2015 and the permitting process initiated. Construction 
activities, in stages, could then be carried out from 2017 to 2022.  
 

The levels of movement encountered in the Kumtor tailings dam foundation to date are not excessive and fall 
within the range of movements experienced by other such dams around the world.  The Kumtor dam material is 
strain tolerant and shows little effect of the minor horizontal movement. 

Geological setting 

The Kumtor gold deposit occurs in the middle of the Tien Shan metallogenic belt, a Hercynian fault and thrust 
belt that traverses Central Asia from Uzbekistan in the west through Tajikistan and the Kyrgyz Republic into 
northwestern China, a distance of more than 2,500 kilometres.  This belt hosts a number of important gold 
deposits including Muruntau, one of the world’s largest gold deposits, as well as Zarmitan, Jilau and our Kumtor 
mine. 

The mine geology is dominated by several major thrust slices and fault zones which strike northeasterly and dip 
to the southeast at varying but moderate angles. Each thrust sheet contains older rocks than the sheet it 
structurally overlies. The slice hosting the gold mineralization is composed of meta-sediments of Vendian age 
(youngest Proterozoic or oldest Palaeozoic) that are strongly folded and schistose. In most areas, the Kumtor 
Fault Zone (KFZ), a dark-grey to black, graphitic gouge and schist zone forms the footwall of this structural 
segment. The KFZ has a width of up to several hundred metres. The adjacent rocks in its hanging wall are 
strongly affected by folding, shearing and faulting for a distance of up to several hundred metres. The rocks in 
the structural footwall of the KFZ are Cambro-Ordovician limestone and phyllite, thrust over Tertiary sediments of 
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possible continental derivation which in turn rests, with apparent unconformity, on Carboniferous clastic 
sediments. 

Given its location astride a major fault of regional importance and owing to the strong association of gold 
mineralization with a multi-phased metasomatic system at relatively high temperatures, the Kumtor gold deposit, 
with its satellite deposits, is a member of the class of structurally controlled meso-thermal gold replacement 
deposits. 

Mineralization 

Gold mineralization of economic importance occurs where the Vendian sediments have been hydrothermally 
altered and mineralized based on structural controls. Gold mineralization is developed over a strike distance of 
more than 12 kilometres. The Central deposit is the most important accumulation identified to date and has 
considerable dimensions with a strike length of 2.4 kilometres, a vertical extent of one kilometre and a width of 
up to 300 metres. Other known occurrences along the mineralized trend are the Southwest deposit, Sarytor 
deposit, and the Northeast deposit.   

Mineralization took place in four main pulses. An initial pulse resulted primarily in pervasive quartz-carbonate-

albite-chlorite-sericite-pyrite alteration, with little gold of economic consequence being deposited. The next two 
pulses deposited all of the economically significant gold at Kumtor. Feldspars makes up nearly 20% of the ore, 
carbonates (calcite, dolomite, ankerite and siderite) collectively 25% to 30%, pyrite 15% to 20%, quartz 5% to 
10% and the remainder are host rock inclusions. 

The mineralization is most intense, and the gold grade is the highest, where the metasomatic activity was 
continuous through mineralization phases two and three. This is the case for the Stockwork and SB Zones and 
explains the higher-than-average gold grades in these zones.  The last pulse created planar carbonate-pyrite 
metasomatic rocks that are associated with zones of intense deformation of previously altered phyllites. 

Native gold and the gold-silver tellurides are intimately associated with pyrite to the extent that gold grade and 
pyrite content generally correlate.  The gold and the gold-bearing minerals occur as very fine inclusions in the 
pyrite, with an average size of only 10 microns. This, together with the poor cyanide leach response of the gold 
tellurides, accounts for the partly refractory nature of the Kumtor mineralization. The refractory characteristics are 
reflected in the relatively low historic and forecasted gold recovery of approximately 80%, despite the very fine 
grind applied to the pyrite flotation concentrate from which most of the gold at Kumtor is recovered. However, the 
fine grain size of the gold also renders assaying of this mineralization relatively reliable, with only a small nugget 
effect. 

Most of the mineralization takes the form of veins, veinlets and breccia bodies in which the mineralization forms 
the matrix. In the more intensely mineralized areas, the surrounding host rock has also been altered. Post-ore 
faulting is generally parallel to, or at low angles with, the mineralized sequence. These faults often carry 
significant quantities of graphite and other carbonaceous components, which constitute the sources for the preg-
robbing character of some of the mineralization. 

The Central pit  

Within the Central deposit, four zones of gold mineralization have been delineated. 

 Two parallel zones of alteration and gold mineralization strike northeasterly and dip to the southeast at 
45 degrees to 60 degrees, separated by 30 to 50 metres of barren or poorly mineralized rock. The South 
Zone, with a length of 700 to 1,000 metres and a horizontal width of 40 to 80 metres, is reasonably well 
mineralized throughout its entire length, with an average gold grade of 3 to 4 grams of gold per tonne. 
The North Zone, somewhat more extensive along strike but with a similar width, has lesser gold grade 
continuity and splits into a number of individual lenses that have average gold grades in the range of 2 to 
3.5 grams of gold per tonne. 

 At their northeastern end, the North and South Zones coalesce into the Stockwork Zone.  Its dimensions 
in the upper part of the deposit are 400 to 500 metres long by 50 to 200 metres wide, with an average 
gold grade of 5 to 6 grams of gold per tonne.  The Stockwork Zone plunges northeasterly at 40 degrees 
to 50 degrees, and diminishes in size below an elevation of 3,700 metres.  Geographically, the 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 46 

Stockwork Zone is located closest to the pit highwall and thus has a large effect on the overall strip ratio 
of the pit.  Drilling in recent years has further extended the Stockwork Zone down dip and outlined a 
higher grade core beneath the bottom of the planned open pit, parts of which are being considered for 
underground mining.   

 In the southwestern part of the Central deposit, the SB Zone (structurally a part of the South Zone) tops 
out at an elevation of 3,900 metres.  The discovery of the SB Zone gave rise to a large increase in the 
mineral reserves of the Central deposit in 2005.  Drilling since 2008 has extended the SB Zone along 
strike to the southwest and northeast increasing the current known strike extent to 1,000 metres, a 
vertical extent of 650 metres, and a width that ranges from six to 75 metres, with excellent grade in the 
range of 5 grams of gold per tonne. 

The Southwest deposit 

The Southwest deposit is located three kilometres to the southwest of the Central deposit across the Davidov 
glacier, along the Kumtor fault. To the southwest, the Southwest deposit is covered by the Sarytor glacier, 
beyond which additional mineralization is known as the Sarytor deposit.  

The structural/lithological framework of the Sarytor and Southwest deposits is identical to those of the Central 
deposit with structural dips generally at angles ranging from 20 degrees to 50 degrees, somewhat shallower than 
at the Central deposit. 

The Sarytor deposit 

The Sarytor deposit is located further southwest from the Southwest deposit.  Drill results indicate that the 
mineralized section in the Sarytor deposit strikes east-west and dips south at 20 degrees to 30 degrees. The 
thickness of the mineralized envelope is relatively consistent and varies from 80 to 120 metres, with the strike 
length of the known mineralization being approximately 800 metres.   

Host rocks are structurally disturbed slates and phyllites with lenses of till-like conglomerates and dolomitic 
slates. Development of background alteration is weak and represented mainly by vein-type silicification. 
Unaltered host rocks do not carry any elevated gold values. The mineralized zone has been traced by drilling for 
200 to 300 metres down dip.  The mineralized envelope hosts three mineralized zones separated by zones of 
strongly faulted, barren host rocks. Alteration intensity and zone thickness increase southward. Metasomatism is 
represented by banded albite-carbonate-quartz alteration with 3% to 5% pyrite. Barite and siderite are well 
developed in the southern part of Sarytor. As a rule, pyrite content generally correlates with the gold grade. 

Historical exploration and drilling 

The principal exploration method at Kumtor is diamond drilling. There is a large historical drill-hole database 
(augmented by underground exploration results) dating back to Soviet times. To a large extent, this information 
is no longer relevant to the current mineral reserve estimate, since the upper parts of the Central deposit, to 
which the historical information pertained, have now been mined out. There are only small areas in the current 
mineral reserves that rely on any Soviet data, and this old data is successively being verified by in-fill or 
replacement drilling.   

As a result of the lack of sufficiently detailed information below an elevation of 3,950 metres, about 28% of the 
Kumtor Feasibility Study open-pit mineral reserves containing one-quarter of the total gold to be mined had been 
substantially less well documented than the upper part of the deposit. To fill this information gap, and to explore 
for extensions to the known mineralization, Kumtor undertook a large in-fill diamond drill program in the years 
1998 to 2013, comprised of 855 holes in the Central deposit totalling 299,281metres and 556 holes on other 
targets totalling 100,616 metres. Drilling was undertaken from various pit benches and setups outside of the pit, 
including setups on the waste piles. This has now increased the density of the drill pattern in the lower part of the 
deposit to equal to or better than that available at the time of the Kumtor Feasibility Study for the upper part.  

In the Central, Southwest, Sarytor and Northeast deposits, the drill holes are now generally spaced 30 to 40 
metres along strike and 40 to 80 metres down-dip in geologically complex areas, and at 80 metres along strike 
and 60 to 80 metres down-dip in other areas. The Kumtor project database as of December 2013 consisted of 
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more than 342,000 assays, with roughly 22% dating from the Soviet era. Of the remaining reserves and 
resources, only a small fraction, estimated to be less than 10%, are reliant on Soviet era data and, in almost all 
cases, some Centerra data was used to confirm these results. 

The majority of the Kumtor diamond drill holes are steeply inclined and recover HQ-size core, except when 
ground conditions necessitate a reduction in core size to NQ. For all of the holes, drill collars are surveyed and 
down-hole deviations are measured at intervals of 20 to 30 metres using a reflex single shot camera. Limitations 
on set-ups dictate that a certain number of off-section holes are drilled. Drill cores are logged for geological and 
geotechnical information, and are photographed prior to sampling. Drill-collar coordinates, down-hole deviation 
surveys, assay results, and information on lithology, alteration and mineralization are recorded in the mine or 
exploration drilling databases. 

Drill core recovery typically varies from 80% to 100%, averaging greater than 95%. In certain cases where the 
core recovery from mineralized intervals is low, the hole is stopped and re-drilled to achieve better core recovery. 
There is no evidence that core recovery issues impact the reliability of the gold assay data used for mineral 
resource and reserve estimation. The angle of intersections between the drill holes and the mineralization is 
generally such that the true width of the mineralization is equivalent to 70% to 95% of the length of mineralized 
drill-hole intervals.   

Sampling and analysis 

All sample collection, preparation and assaying from the 1998 to March 2013 drilling programs were performed 
by Kumtor project personnel at the Kumtor owned site laboratory, which is not certified but is subjected to 
periodic calibration and operations checks by the Kyrgyz National Accreditations agency. Sample collection 
protocols are monitored by the Kumtor project exploration manager and the quality assurance/quality control 
(QA/QC) geologist. Preparation and assay protocols are supervised by the chief assayer at the Kumtor project.  

Quality control procedures have changed over time.  Up to the end of 2007, the internal quality control measures 
at the Kumtor mine laboratory consisted of the routine insertion of internally prepared standards and a blank at a 
combined rate of one standard and one blank per 22 samples.  

In early 2008, the mine laboratory introduced four standards and a blank from CDN Resource Laboratories and 
re-assaying of all batches that fail the internal QA/QC limits became automatic.  The mine laboratory routinely re-
assayed duplicate pulps at a rate of 20% as an internal check on assay precision. The revised protocols 
introduced in 2008 have resulted in a significant reduction in duplicate assaying of waste material and a marked 
improvement of the reliability of assays within mineralized zones. 

Prior to 2008, the quality control checks on reject duplicates were routinely performed. A minimum of 20% of the 
total samples from the Kumtor drill programs have been re-assayed using the fire assay method with a 
gravimetric finish.  From 2008 to early 2013, all external check assaying on reject duplicates had been 
undertaken at Alex Stewart Assayers and Environmental Laboratory (ALS) located in Kara Balta, which has had 
ISO 9001 accreditation since 2007 and participates in an international laboratory round-robin organized by 
Geostats Pty. Ltd. 

In late 2012 an audit of the KOC laboratory and QA/QC procedures was conducted by Lynda Bloom of Analytical 
Solutions Laboratory.  Based on recommendations of this independent audit, QA/QC protocols were modified 
and primary exploration drill sample analysis was moved from the mine site to ALS effective April 2013. 

The QA/QC program was modified to include the insertion of a coarse blank three in every 100 samples and the 
insertion of reference material two in every 100 samples.  The selection of reference material was reduced from 
thirty to ten. 

Samples were sent to ALS every two days and transported from the mine site by Cher SGB Company.  The 
assay method used was fire assay with atomic absorption finish.  Gold grades over 100 ppm were analyzed via 
fire assay with ICP MS.  The results were reported back to the mine site on the second day after receipt of 
samples by the laboratory. 

The Central Scientific Research Laboratory (CSRL) in Kara-Balta was used as a check lab to ALS.  Although 
CSRL is not a certified lab, it was deemed adequate for use as a check lab.  Checks were routinely made on a 
twice quarterly basis with four pulps randomly selected from hundred, including low and high gold materials. 
Blanks and standards were similarly inserted as in the primary analysis. 
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Kumtor mineral reserve and mineral resource estimates  

The mineral reserves and resources of the Kumtor project, which include the Central, Sarytor, Southwest and 
Northeast deposits, were most recently estimated as of December 31, 2013 and were prepared, reviewed, 
verified and compiled by our geological and mining staff under the supervision of Dan Redmond, P. Geo., 
Director of Mining, Technical Services Department of Centerra, who is a qualified person, following procedures in 
accordance with Canadian reporting standards as required by NI 43-101.  

The cutoff grade used to report the open pit mineral reserves and resources is 0.85 gram of gold per tonne in the 
Central pit and 1.0 grams of gold per tonne in the satellite deposits, while the cutoff grade used to report the 
underground resources below the updated Central open pit design is 6.0 grams of gold per tonne. These values 
reflect a $1,300 gold price assumption and current and estimated future operating costs and production 
parameters. 

Central deposit block model (KS-13) 

The KS-13 model was first developed in 2012 and later updated in 2013 with a small number of additional drill 
results for the Central deposit. It is based on the model of the mineralized zones described in the Kumtor 
Technical Report and upon the most recent drilling information, including the results of all in-fill drilling completed 
from 1998 to December 31, 2013.   

The KS-13 model uses blocks measuring 10 by 10 by 10 metres, with the vertical dimension matching the mining 
bench height, which was changed from 8 metres in 2011 as a result of the introduction of larger mining 
equipment. Each whole or partial block is assigned either to the high-grade core, surrounding lower grade 
mineralization or is coded as waste and is then not available for gold grade interpolation. Waste blocks are 
further coded into bedrock waste, glacial till, waste dump or glacial ice based on lithological interpretation from 
the exploration and till depressurization drilling that has been completed in and around the Central pit.  

As with previous models created after 2005, the KS-13 model, utilizes three-dimensional solid modelling of the 
mineralized zones and “partial” or percentage blocks to more accurately estimate the tonnage of the narrower 
mining zones. This also allows the manipulation of the blocks to include an external dilution provision for each 
block. The KS-13 model also incorporates estimates of metallurgical recovery into each block to improve the 
reliability of the mineral reserve estimate in general, and as an aid to shorter-term mine scheduling. 

The classification of the different waste material types was important to mineral reserve modelling of the Central 
deposit as each waste material (rock, waste dumps, ice) has different in-situ densities, unit mining costs per 
tonne and geotechnical slope parameters. 

The KS-13 model was developed in two steps. The first was to construct an open-pit diluted block model that 
could be utilized for open pit optimization and mineral reserve estimation. The second phase was to model high 
grade mineralization for potential underground mining and to define additional low grade mineral resources 
located outside of the ultimate pit design.  

For the open-pit diluted block model, the following workflow was used: 

1. All available assays results for a particular sample interval were averaged, and this value was used 
for the sample interval in question. 

2. Each resulting averaged sample value was then top-cut at a series of different top cutting values 
ranging from 20 to 100 g/t in 10 g/t intervals.  Each of the resulting nine top-cut values for each 
sample interval was stored in the sample database.  In this way, a range of different top-cutting 
values can be evaluated before final grade interpolation and different top-cut factors could be used 
for different areas in the deposit. 

3. The raw averaged assay (from step 1) and the nine corresponding top-cut values (from step 2) were 
then separately composited to a down-hole length of four metres. The composite raw assay sample 
intervals were used to define the limits of low-grade and high grade shells. 

4. Composites were then coded to be either in the high-grade shell, low grade shell or located outside 
of the overall mineralized envelope. 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 49 

5. All mineralized blocks within the limits of the overall low-grade envelope (including any blocks coded 
as high-grade blocks) were interpolated using ordinary kriging of the composite assays with a top 
cutting gold value of 50 g/t Au applied to each individual raw assay. The 50 g/t top-cutting value was 
chosen because it provided the best reconciliation results with actual production. The grade 
interpolation was done using three progressively larger search passes in the plane of the overall 
mineralization with ranges at 30, 60 and 90 metres respectively. 

6. Gold grades were interpolated without a “hard boundary” between the low and high grade zones 
such that both high and low-grade composites could be used to interpolate both high and low-grade 
mineralized blocks.  The goal was to create a smoother gold grade distribution within the entire 
mineralized envelope which lowers overall gold grade of the mineralized zone similar to what was 
observed from open-pit production results. 

7. For a block to be interpolated required a minimum of four composites to be located within the search 
range, and at least one of these had to be from a second drill hole. A maximum of 12 composite data 
points is imposed for block grade interpolation. 

8. The provision for external dilution was applied to all interpolated blocks. 

9. A review of the resulting block model was undertaken relative to detailed ore control information for 
the years 2006 to 2012. It was concluded that the KS-13 block model was a reasonable estimator of 
open pit mineral reserves. The model was then used for pit optimization, open-pit design and 
reserve reporting. 

With step 1 complete, step 2 of the KS-13 block model development was to provide a realistic estimate of 
additional mineral resources in the Stockwork Zone and SB Zone that may be mined using selective and high-
cost underground mining methods, and to estimate additional low grade mineral resources located outside of the 
ultimate pit design. To accomplish this, blocks or partial blocks outside of the ultimate pit were re-interpolated 
with the same three search passes as described above. There were, however, two differences compared to the 
open-pit estimate: 

1. A “hard boundary” was observed between the high and low grade shells and composite data. In this 
way only composites coded as high grade were used to interpolate blocks within the high grade 
shells and only composites coded as low grade were used to interpolate blocks within the low grade 
shells. 

2. To better reflect the denser information needed for the classification of the high-grade mineralization, 
each of the three interpolation runs required information from a minimum of three holes. For a block 
to be interpolated required a minimum of seven composites located within the search range, with a 
maximum of three composites allowed per drill hole.    

For phase 2, top-cutting factors of 70 g/t and 50 g/t were used for high grade and low grade for composites 
interpolation, respectively. 

Sarytor and Southwest deposit block models 

Following a substantial amount of in-fill drilling in 2006, the Sarytor block model identified as SR-2 was created 
for the estimation of mineral resources and reserves at Sarytor. A new geological model also was developed, 
identifying ten mineralized zones, with two of the zones containing the majority of the mineral resources and 
reserves. After capping at 30 g/t of individual assays, grade interpolation using two-metre composites within the 
two main shells was accomplished by ordinary kriging. The small zones were interpolated using anisotropic 
inverse distance squared methods because of the lower overall drilling density. Variography identified primary 
ranges of 20 to 30 metres along strike, 20 to 50 metres down-dip and seven to ten metres across the dip. 
Secondary ranges are 40 to 80 metres along strike, 40 to 50 metres down-dip, and 12 to 16 metres across the 
dip. 

The Southwest block model (SW-1) was constructed in 2004 and following production from the deposit from 
2006 to early 2008, has proven to be a reliable measure of mineral reserves. The mineralization is contained 
within 12 individual mineralized zones, with three of the zones containing the majority of the mineral resources 
and reserves. After capping of individual assays at levels from 10 to 30 g/t depending upon the zone, grade 
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interpolation using two-metre composites within each of the shells is accomplished by ordinary kriging. 
Variography identifies primary ranges of 30 to 50 metres along strike, 20 to 55 metres down-dip and seven to ten 
metres across the dip.  Secondary ranges are 40 to 100 metres along strike, 40 to 50 metres down-dip, and 15 
to 20 metres across the dip.  

Northeast deposit block model 

The original Northeast block model (NE-1) was constructed in 2010 and inferred mineral resources for this small 
Northeast deposit were first published in our news release dated February 7, 2011. An updated model was 
created for the 2011 year-end resource estimate due to additional drilling and is unchanged for the 2013 year-
end resource estimate. The mineralization is contained within three narrow individual mineralized zones. After 
capping of individual assays at 30 g/t, grade interpolation using two-metre composites within each of the shells is 
accomplished using a single pass inverse distance interpolation with primary ranges of 60 metres along strike 
and down-dip and 15 metres across the dip. 

Mineral reserves estimate 

The following table sets out the Kumtor proven and probable mineral reserves estimate as of December 31, 
2013:  

Kumtor Mineral Reserves
(1)

 
as of December 31, 2013 

Category     Tonnes 
(thousands) 

Gold Grade 
(g/t) 

Contained Gold 
(thousands of oz) 

Proven Stockpiles Greater than 0.85 g/t 4,841 1.9 296 

Probable (Central pit) In situ Greater than 0.85 g/t 66,078 3.3 7,075 

Probable (Sarytor pit) In situ Greater than 1.0 g/t 9,057 2.6 742 

Probable (Southwest pit) In situ Greater than 1.0 g/t 5,210 2.4 403 

Total probable 80,345 3.2 8,220 

Total Proven and Probable 85,186 3.1 8,516 

(1)
 Reserves were determined using a gold price per ounce of $1,300.  Other assumptions used to determine 

the reserves can be found in our Kumtor Technical Report.   

Proven and probable mineral reserves decreased from 91.52 million tonnes at December 31, 2012 with an 
average gold grade of 3.2 grams of gold per tonne.  The decrease in the open pit reserves is contained entirely 
within the Central pit and is a result of reductions due to 2013 production and the reconciliation of the reserve 
model to actual production results.  See the section of this AIF entitled About Centerra - Centerra’s business - 
Mineral reserves and mineral resources information. 

Both highwall and creep movement of a section of the historical waste dump adjacent to the Central pit have 
remaining geotechnical uncertainties that constitute a risk to the eventual recovery of part of the mineral 
reserves.  For this reason, we have chosen a more pragmatic approach to mineral reserve classification whereby 
only mineral reserves currently in a stockpile are classified as proven and the remaining reserves that are in-situ 
are classified as probable.  Given the history of geotechnical issues negatively impacting gold production to date, 
the qualified person believed this reclassification to be prudent and reasonable under NI 43-101 guidelines.   

Mineral resources estimate 

The mineral reserve estimates described above estimate those portions of the Central, Sarytor and Southwest 
deposit resources that have been converted to mineral reserves mineable by open-pit methods.  Additional 
mineral resources exist outside of the ultimate pit designs in the three deposits for which mining is planned, and 
in the Northeast deposit, as set forth in the table below. The additional mineral resources are reported at a cut-off 
grade of 1.0 g/t gold for the Sarytor, Southwest and Northeast deposits and at 0.85 g/t gold for the additional 
mineral resources potentially mineable by open pit in the Central deposit.   
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Kumtor Mineral Resources 
as of December 31, 2013 

 Ore Tonnage 
(t*1000) 

Au Grade 
(g/t) 

Au Contained 
(oz*1000) 

Measured and Indicated Resources    

Measured (Central Pit) 21,975 2.3 1,631 

Indicated (Central Pit) 7,286 2.4 564 

Indicated (SW Pit) 3,329 2.0 217 

Indicated (Sarytor Pit) 1,498 2.3 108 

Stockwork Underground 351 10.7 121 

Total Measured and Indicated 34,439 2.4 2,641 

     

Inferred Resources    

Inferred (Central Open Pit) 1,559 2.6 131 

Inferred Stockwork Underground (> 6.0 g/t cut-off) 2,002 11.0 705 

Inferred SB Underground (> 6.0 g/t cut-off) 3,413 11.2 1,229 

Inferred Sarytor Deposit 1,144 2.4 89 

Inferred Southwest Deposit 2,568 2.6 214 

Inferred Northeast Area Prospect 4,068 2.1 278 

Total Inferred 14,754 5.6 2,646 

Mineral resources that are not mineral reserves have no demonstrated economic viability. Additionally, inferred 
mineral resources have a large degree of uncertainty as to their existence and as to whether they can be mined 
economically. It cannot be assumed that all or any part of the inferred resources can be upgraded to a higher 
resource category.  

Similar to Central pit block models created since 2006, the KS-13 model includes an estimation of SB and 
Stockwork mineral resources considered potentially amenable to underground mining. These additional mineral 
resources are located within the footprint of the KS-13 final pit and extend below the bottom of the KS-13 design 
pit to a maximum vertical distance of 200 metres below the KS-13 ultimate pit.  

The mineralization considered to be potentially amenable to underground mining in both the SB and Stockwork 
Zone shows reasonable to good grade continuity at an elevated cut-off grade of 6 g/t and with the current drill-
hole spacing. Following recent programs of in-fill drilling, a small portion of these additional mineral resources 
have for the first time been placed in the indicated category.  This classification recognizes that the higher cut-off 
grade applied to the mineral resources potentially amenable to underground mining compared to the pit mineral 
resources requires a tighter drill pattern than is in place for much of this mineralization. The classification as 
inferred mineral resources of the remainder of the resources potentially amenable to underground mining reflects 
this lack of detailed drilling.  

With the historical experience of underground development during the Soviet era, geotechnical knowledge 
gained over 16 years of open-pit mining, extensive geotechnical drilling and most recently four years of 
underground development, we have chosen to report the underground mineral resources at what would normally 
be considered a high cut-off grade of 6.0 g/t to reflect the high expected mining costs for a mining method that 
deals with the poor ground conditions, and to reflect the natural continuity character of the high-grade 
mineralization of the Stockwork and SB Zones.  

Mining operations 

Mining 

Mining operations at Kumtor are carried out using conventional open-pit mining methods. The Central deposit is 
mined in a large open pit where total material excavated in 2013 was 176.6 million tonnes.  The overall waste to 
ore ratio from the open pits in 2013 was 23.2 to 1.  During the past several years, ore stockpiles have, from time 
to time, provided mill feed when the open pits were unable to supply the daily mill feed of nominally 16,000 
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tonnes per day due to the high overall ore to waste stripping ratio and due to geotechnical issues related to the 
creep movement in the High Movement Area. The ore stockpile inventory was built up in the final quarter of 2013 
and will provide the majority of the mill feed until September 2014 when the operation has mined down to the ore 
benches again to feed the mill.   

Mining in the Central pit is on ten-metre benches, allowing for greater productivity from the use of larger mining 
equipment. Ore at the smaller Sarytor and Southwest pits will be mined on nominal four-metre benches for better 
mining selectivity of the smaller ore zones.  

Blast holes are drilled using rotary-percussion drill rigs. Charging the holes is undertaken by special bulk 
explosives trucks delivering either ammonium nitrate with fuel oil (ANFO), or emulsion explosives for wet holes. 
The explosives consumption is about 0.26 kg per tonne of ore or waste. 

The main loading fleet operating at the end of December 2013 consisted of five Hitachi 3600 shovels, nine 
Liebherr 9350 hydraulic shovels, two CAT 5130 B hydraulic shovels, two of which operate in a backhoe 
configuration and two CAT 992C front-end loaders. Typically, the shovels are used for production and the 
loaders for ore blending and stockpile management duties. 

The haulage fleet operating at the end of 2013 was 71 CAT 789C haul trucks and 32 CAT 785 haul trucks.   

The Central pit has had the benefit of a favourable topographical situation. The top mining elevation in the 
current ultimate pit design is at 4,474 metres, and the very deepest part of the final pit excavation will be at 3,500 
metres in the southwest part of the deposit. The crushing plant to which ore is delivered, is at about 4,050 metres 
and ore transport was thus downhill for the upper portion of the ore body, and will have a maximum uphill vertical 
haul of 550 metres for the lower portion of the ore body. The haulage distance from the Sarytor and Southwest 
deposits, scheduled to be mined starting in 2018, will be approximately 4.5 kilometres.  Waste rock 
(unprocessed rock) is currently placed in the Davidov valley, Sarytor Valley, and Lysii Valley, and will continue to 
be so placed throughout the life of mine in roughly equal amounts. The waste rock is not net-acid generating due 
to the high carbonate/low sulphide nature of the material.   

Grade control in the pit is based on the sampling of blast hole cuttings, the grade and metallurgical character of 
which are determined at the metallurgical laboratories in the mill building. This information is entered into the ore 
grade control model, based on which the various ore blocks are staked in the field for digging. The ore is then 
delivered to the crusher or the appropriate stockpile depending on the daily blending requirements. Kumtor has 
an active and dynamic blending program in close contact with the mill that adjusts the ore blend as required to 
maximize the gold recovery.  The grade control personnel work seven days per week.   

During 2013, total capital expenditures at Kumtor amounted to approximately $367.5 million, including $49.7 
million to sustain current operations, predominantly spent on equipment rebuilds.  Growth capital, excluding 
capitalized stripping, in 2013 was approximately $39.2 million mainly on the infrastructure relocation project and 
fleet expansion.  Capitalized stripping in 2013 totaled $278.6 million.  

During 2014, total capital expenditures for Kumtor (excluding capitalized stripping) are forecast to be $85 million, 
including $42 million of sustaining capital.  The largest sustaining capital spending at Kumtor will be on the major 
overhaul maintenance of the heavy duty mine equipment ($32 million), purchase of new mining equipment ($9 
million), tailings dam construction raise ($3 million) and other items ($8 million).  

Milling 

The current Kumtor plant flowsheet reflects the fine-grained nature of the gold and its intimate association with 
pyrite and consists of crushing, grinding, pyrite flotation and double re-grinding of the flotation concentrate.  Two 
separate carbon-in-leach (CIL) circuits recover the gold from the re-ground concentrate and from the flotation 
tails, with final gold recovery accomplished by electrowinning and refining. The mill was originally designed with 
a capacity to process 4.8 million tonnes of ore per year, but the actual mill throughput in 2013 was approximately 
5.6 million tonnes per year and the mill experienced an average run-time capacity of approximately 15,000 
tonnes per day. 

The ore to be milled is managed through a number of stockpiles that receive ore of different metallurgical 
character and of different grade ranges as determined by grade-control data and thus allow blending of the mill 
feed for optimum gold recovery. A gyratory crusher reduces run-of-mine to minus 200 millimetres. The ore is 
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then fed to a coarse ore stockpile from which it is reclaimed for grinding, first to a semi-autogenous (SAG) mill 
and then to a ball mill, which together reduce the grain size to 80% passing 140 microns. A bulk sulphide 
concentrate representing 7% to 11% of the original mill feed is then produced with a grade of 30 to 50 grams of 
gold per tonne and a gold recovery of 87% to 92% into the concentrate.   

The flotation concentrate is re-ground to approximately 90% passing 20 microns. After thickening to 50% solids, 
it is once more re-ground to 95% to 98% passing 20 microns in an ultra-fine grinding mill (ISA mill)  The ISA mill 
was commissioned in October 2005 and provides additional incremental liberation of the fine gold (2-5 microns) 
enclosed in pyrite.  The concentrate is diluted to 45% solids, pre-aerated for 40 hours and leached for 80 hours 
in the concentrate CIL circuit consisting of six agitated tanks in series.   

The flotation tailings are thickened to 50% solids in the flotation tailings thickener and leached in the tailings CIL 
circuit, which consists of three agitated tanks in series. Cyanide additions are lower in the tailings CIL circuit 
compared to the concentrate CIL concentrate and carbon concentration is 8 g/L. Overflow from all four 
thickeners is recycled through the process. 

The carbon in both CIL circuits is moved forward counter-current to the slurry flow, and the loaded carbon from 
the first flotation tailings CIL tank is pumped to the third concentrate CIL tank to continue loading. Loaded carbon 
from the first concentrate CIL tank is pumped to the gold recovery plant. The loaded carbon is stripped and the 
gold subsequently recovered by electro-winning.  Gold flake is washed from the cathodes, dried and smelted in 
an induction furnace and cast into doré bars.   

Gold recovery in the CIL circuits is 30% for the flotation tailings and 90% for the sulphide concentrate. Overall, 
90% of the recoverable gold is from the concentrate CIL circuit, with the remainder from the tailings CIL circuit. 

Gold recovery is affected by the preg-robbing character of some of the ore due to active graphite. This negative 
effect is moderated by adding diesel fuel, as a masking agent, to the SAG and the re-grind mills, and through 
blending to control the percentage of ore with preg-robbing characteristics in the mill feed. Historically, the overall 
metallurgical recovery of gold in the Kumtor processing plant has averaged 79.4%. Based on the experience to 
date, future annual recoveries can be expected to range from 68% to 86%, depending on the head grade, ore 
source, and ore characteristics.  

Concentrate CIL tailings and flotation CIL tailings are combined and discharged by gravity to the tailings disposal 
area through a slurry pipeline system. 

 
Geotechnical issues affecting the Kumtor open pit 

Operations at the Central pit have been negatively affected by two substantial failures of the northeast highwall 
in 2002 and 2006 and by a significant and continuing creeping of the historical waste dump and glacial ice in the 
SB Zone section of the Central pit. 

The northeast wall (highwall) 

There have been two substantial failures of the highwall that forms the northeastern limit of the Central pit.  The 
first high wall failure, on July 8, 2002, resulted in the loss of a life, a temporary suspension of operations, and a 
shortfall in 2002 production due to the high-grade Stockwork Zone becoming temporarily inaccessible. A second 
failure of similar magnitude occurred on July 13, 2006, in an area above the portion of the Stockwork Zone that 
was planned to be mined in 2006 and 2007. Mining from that area was deferred and the associated mining 
capacity transferred to the southern part of the Central pit to exploit the high-grade SB Zone which was 
discovered in 2005.  

Following the second ground wall movement, further assessment of the causes of the pit wall failure resulted in 
the development of remedial and long-term pit slope design criteria that will reduce the possibility of a 
recurrence.  

The design of the northeastern high wall was revised from a slope angle of 36° to a slope angle approaching 30°.  
The new design is expected to neutralize the geological structures that gave rise to the previous failures.   
Based on monitoring data, the high wall has been stable since cessation of mining in 2006.  The stability of the 
high wall design depends, in part, on its depressurization.  If the high wall is not sufficiently depressurized, the 
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design factor of safety will be reduced and the high wall could become unstable.  We have ongoing programs of 
depressurization drilling in this area and elsewhere in the Central Pit.   

Davidov glacier 

The Davidov Glacier is in a constant state of movement.  A study on the Davidov Glacier completed in 2012 by a 
third party expert has, on the basis of available data, developed “base-case” estimates of ice-wall thickness and 
movement of the undisturbed ice as follows: 

 Unit East Arms 1 & 2 Southeast Arm South Arm 

Thickness metres 100 100 120 

Movement Rate mm/hr 10 32 30 

Movement Rate m/year 90 280 260 

 
The table above shows modelled movement rates for the cross-sectional centre where ice is the thickest. As ice 
becomes shallower at the edges of the glacier, the modelled movement rates tend to decrease. Average 
modelled rates for each glacier arm as a whole (excluding the south arm) have been predicted to comprise 
roughly 50% of the rates indicated in the table above. It is these reduced rates that were used for the estimates 
of future ice movements. 
 
As at the end of February, 2014, movement rates of the east and southeast arms of the Davidov Glacier 
continue to be consistent with the modelled rates. However, from the beginning of February 2014, the movement 
rates of the south arm of the Davidov Glacier has increased significantly with movement rates at some sectors of 
the glacier reaching 120 mm/hr or more. We have developed a plan to manage the increased ice movement by 
way of a buttress placed in front of the moving ice face.  The buttress is expected to significantly reduce or stop 
the movement of the south arm of the Davidov Glacier. 
 

The plan contemplates further unloading of ice, if necessary, in order to enhance the stability of the buttress.  
The buttress is expected to minimize the uncertainty regarding the ice movement rate for future pit planning, 
reduce the mining impact on the Davidov Glacier’s south arm, and make available equipment capacity that was 
originally planned to be used for the south arm’s ice management. 

However, there remain risks with respect to our ability to successfully construct the buttress and whether the 
buttress will perform as expected.  If we are not able to successfully construct the buttress or the buttress does 
not perform as expected, we will be required to manage the ice movement through additional mining. 

There also remains a possibility that the rate of movement of the ice for the east and southeast arms will exceed 
expected rates which would require additional mine equipment to be relocated from elsewhere in the Central pit 
on a long-term basis, to the potential detriment of the mine plan. 

If any of the foregoing risks materialize, they could have a negative effect on, among other things, the Kumtor 
mining plan, future production and reserve estimates. 

See “Risks that can affect our business” in this AIF. 

Southwest Central Pit (SB Zone) 

To reach the planned pit bottom at a 3,500 metre elevation, the SB Zone pit will ultimately attain excavated slope 

heights of 560 to 640 metres on the southwest, south and east walls. The maximum slope of the SB Zone final 

pit will be as high as 980 metres when the natural mountain slopes above the pit rim are included. The western 

wall will have a more modest height of 440 metres. The footprint of the final pit excavation will be 2,100 by 2,000 

metres. 

The interpretation of the geological structures in the southwest part (SB Zone) of the Central pit  has shown that 

the grain of various structural features tend to have an orientation that is parallel or sub-parallel to the pit walls.  



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 55 

To prevent wall failure, pit walls will have to be flat enough to ensure that undercutting of the sub-parallel 

structures in the wall does not occur, or is at least minimized.  Analysis has indicated that a slope angle of 20° is 

required in some areas where the structures are oriented poorly with respect to the pit walls given undrained wall 

conditions. Analysis has also indicated that the rock slope angle can be steepened substantially to about 30°, if 

depressurization of the pit walls is undertaken. A program of geotechnical drilling was completed to better 

understand the structural geology model and confirm the suitability of the 30 degree pit slope. Also, the 

northwest, east and southeast walls of the SB Zone of the Central pit have been designed using a single-

benching concept that significantly improved performance of each individual bench. Past performance of the 

slopes in this wall during last two years confirmed the suitability of the chosen parameters.  Consultants have 

been re-engaged in order to assess the high wall’s stability given the actual results of the wall’s performance 

during last two years as well as confirm selected slope angles for a given height of the wall in different sectors. 

If the pit walls cannot be depressurized, if the current slope design angles need significant flattening or if the pit 

walls prove to be unstable at the slope angles assumed for the December 31, 2013 mineral reserve estimate, 

there would be a noticeable negative impact on the LOM plan and on the current open-pit mineral reserves. 

Since the pit rim in some segments of the southern part of the Central pit cannot be pushed back, a one-degree 

change in the overall slope angle will result in a 15-metre vertical change of the final pit floor elevation, with a 

commensurate negative change in extractable reserves. The north-west side of the pit is currently approximately 

280 metres high and the wall slopes to the southeast away from the processing plant site, which is set back 350 

metres from the current pit crest. The ore body dips to the south-east, also away from the plant. However the 

final pit crest as planned for the extraction of the KS-13 mineral reserves will be located some 140 metres away 

from the mill. Although the overall slope angle of the wall design in this sector at 29˚ is shallower than the 

maximum recommended slope, the wall may still be subject to deformation if the assumptions made for the slope 

design turn out to be invalid. Any effect of ground stability issues on the grinding mills would have negative 

consequences for the Kumtor project. 

Production estimate 

The LOM plan contemplates open-pit mining to 2023 and milling operations at the Kumtor project to the end of 
2026. The LOM plan is based only on open-pit mineral reserves and has no provision for production from any 
underground mining activities. 

Pre-stripping of the Stockwork-Zone high wall is scheduled to begin in December 2015 and is expected to 
release significant levels of ore by mid-2018.  Pre-stripping of the Sarytor pit will begin in 2018 and mining of the 
Sarytor and Southwest pit mineral reserves is expected to be completed in 2023. 

Overall mining production rates will average over 500,000 tonnes of ore and waste per day until 2021 when they 
will start to decline. 

Over the remaining life of the mine approximately 85.2 million tonnes of ore at a weighted average grade of 3.1 
grams of gold per tonne are scheduled to be processed through the Kumtor mill. Approximately 6.8 million 
ounces of gold are expected to be recovered. 

Our 2014 gold production and unit costs estimated for Kumtor are forecast as follows:  

 

 
2014 Production Forecast 

(ounces of gold) 

2014 All-in Sustaining 
Costs

(1)
 

($ per ounce sold) 

2014 All-in Costs
(1) 

($ per ounce sold) 

Kumtor 550,000 – 600,000 $762-832 $833-909 

 
(1)

 All-in Sustaining Costs and All-in Costs are non-GAAP Measures – see “Non-GAAP Measures” in this 
Annual Information Form.   

 

Centerra’s 2014 consolidated gold production is expected to be 595,000 to 645,000 ounces. 
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Centerra estimates that the Kumtor mine will produce between 550,000 and 600,000 ounces in 2014 and, similar 
to 2013, over 50% of this gold production is expected during the fourth quarter when mining will reach the high-
grade section of the SB Zone.   

The 2014 production guidance range is lower than that outlined in the life of mine plan set out in the Kumtor 
technical report filed on December 20, 2012 as a result of a lower 2014 starting ore stockpile inventory and a 
reduction in the rate of vertical advancement of cutback 16, which provides access to the high grade SB zone 
ore in 2014. 

The foregoing production estimate and certain statements of our plans and expectations for production at 
Kumtor, including cost estimates, under the heading “ – Exploration and development” below and elsewhere in 
this AIF are forward-looking information and are based upon the following key assumptions and subject to the 
following factors that could cause results to differ materially: 

 that current discussions between the Kyrgyz Government and Centerra regarding a potential 
restructuring of the Kumtor Project will result in a mutually satisfactory solution to the outstanding 
matters affecting the Kumtor project, which is fair to all of Centerra’s shareholders, and that such 
proposal will receive all necessary legal and regulatory approvals under Kyrgyz law and/or Canadian 
law. 

 any recurrence of political and civil unrest in the Kyrgyz Republic will not impact operations, including 
movement of people, supplies and gold shipments to and from the Kumtor project 

 the activities of the Parliamentary Committee and State Commission and any actions taken by the 
Kyrgyz Government and Parliament as a result of those activities, referred to in the section of this AIF 
entitled “Recent Developments – Developments in 2012 – Kyrgyz Parliamentary Commission Report 
and formation of State Commission” and “– Kyrgyz Parliamentary and State Commissions and 
Environmental Claims”, do not have any impact on operations.  No assurances can be given by the 
Company in this regard 

 the Kyrgyz Government and Parliament taking no action in connection with the matters referred to under 
the headings “Recent Developments – Developments in 2012 – Kyrgyz Parliamentary Commission 
Report and formation of State Commission” and “– Kyrgyz Parliamentary and State Commissions and 
Environmental Claims” that has an impact on operations or financial results.  This includes the 
Government (or a working group formed by the Government) seeking to negotiate the Kumtor Project 
Agreements, and taking the steps referred to in the Parliamentary Decree #2805-V if such negotiations 
are not successful, including repealing laws passed in 2009 approving the Kumtor Project Agreements 
and terminating the Kumtor Project Agreements.   

 the previously disclosed environmental claims received from the Kyrgyz regulatory authorities, and any 
further claims that may result from the State Commission, are resolved without material impact on 
Centerra’s operations or financial results;  

 grades and recoveries at Kumtor will remain consistent with the life-of-mine plan to achieve forecasted 
gold production 

 the Company is able to manage the risk associated with the increased height of the pit walls at Kumtor 

 the design of the new and expanded waste dumps at Kumtor adequately address the risks associated 
with size and stability 

 the dewatering program at Kumtor continues to produce the expected results and the water 
management system works as planned 

 the Company is able to satisfactorily manage the ice and waste movement, unload the ice and waste in 
the southeast portion of the pit and construct an effective buttress to address the movement of the south 
arm of the Davidov Glacier 

 no labour related disruptions occur at Kumtor 
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 no unplanned delays in or interruptions of scheduled production from Kumtor, including due to civil 
unrest, natural phenomena, regulatory or political disputes, equipment breakdown or other 
developmental and operational risks 

 inflation rates in the Kyrgyz Republic will remain stable 

 all necessary permits, licenses and approvals will be received in a timely manner 

We have also assumed there will be no material unexpected disruptions to our planned production schedule, but 
our operations at Kumtor are subject to the risk of delays associated with:  

 political instability and political unrest in the 
Kyrgyz Republic 

 further ground movements of the pit walls waste 
dump, Davidov glacier or tailings dam 

 fires 

 seismic activities 

 weather and other natural phenomenon 

 the occurrence of water inflows 

 unexpected geological or hydrological conditions 

 employee relations 

 litigation or arbitration proceedings 

 blockades or opposition by local communities 

 equipment failure 

 procurement of required capital equipment, 
operating parts and supplies 

 environmental and safety risks including 
increased regulatory burden 

Other factors that could cause actual results or events to differ materially from current expectations include, 
among other things: 

 volatility and sensitivity to market prices for gold 

 replacement of mineral reserves 

 increases in production and capital costs 

 inability to enforce legal rights 

 defects in title 

 imprecision in mineral reserve estimates 

 success of future exploration and development 
initiatives 

 competition 

 operating performance of the facilities 

 the speculative nature of exploration and 
development, including the risks of obtaining 
necessary permits and approvals from 
government authorities 

 changes in national and local government 
legislation, taxation, controls, regulations, 
policies and political or economic developments 
in the Kyrgyz Republic 

 other development and operating risk

If actual results differ materially from the assumptions set out above or any of the material risk factors identified 
elsewhere in this AIF, including in the sections entitled “Forward-looking information” and “Risks that can affect 
our business”, occur, production from Kumtor and cost estimates may differ materially from the foregoing 
production estimate and our plans and expectations for production at Kumtor, including cost estimates. 

Gold sales 

All gold doré produced by the Kumtor project is purchased at the mine site by Kyrgyzaltyn for processing at its 
refinery in the Kyrgyz Republic pursuant to the Restated Gold and Silver Sale Agreement we entered into with 
Kyrgyzaltyn and the Kyrgyz Government. Under these arrangements, Kyrgyzaltyn is required to pay for all gold 
delivered to it, based on the afternoon fixing of the price of gold on the London Bullion Market, by the 12

th
 

calendar day following delivery of the gold doré.  As at December 31, 2013, $69.4 million was outstanding under 
these arrangements.  The obligations of Kyrgyzaltyn are secured in part by a pledge of a portion of our shares 
owned by Kyrgyzaltyn. All gold doré produced by the mine to date has been purchased by Kyrgyzaltyn pursuant 
to these arrangements (or its predecessor arrangements) without incident. 

Taxes 

The Restated Investment Agreement establishes a comprehensive tax regime for the Kumtor project effective 
January 1, 2008 and continuing until the termination of the Restated Concession Agreement.  Except for the 
payments set out below, the Kumtor project is exempt from all other present and future taxes. 
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Except as expressly provided in the Restated Investment Agreement, the rates, amounts and other terms of any 
taxes or other payments are not subject to any future change in legislation or treaty provisions which would be 
more burdensome to the Kumtor project or Centerra.  The Kumtor project and Centerra are entitled to benefit 
from any generally applicable future change in legislation or treaty provisions with respect to taxes or other 
payments payable under (b), (g), (h), (j) and (k) below which is beneficial to any of them.  To the extent any rates 
that are capped by the provisions of (b), (g), (h), (j) and (k) below are decreased due to a change in legislation, 
such rates can be increased by a future change in legislation, provided that any such increased rates from time 
to time shall not exceed the rates in effect on April 24, 2009. 

The taxes provided for in the Restated Investment Agreement are as follows: 

(a) a tax on gross revenue of 13%, payable monthly (the Gross Proceeds Tax) 

(b) customs administration fees at generally applicable rates, which are not to exceed those rates in effect 
on April 24, 2009 

(c) a contribution of 1% of gross revenue to the Issyk-Kul Oblast Development Fund (the Issyk-Kul 
Contribution) 

(d) an annual payment of 4% of gross revenue against which all capital and exploration expenditures in the 
Kyrgyz Republic are fully credited, with expenditures not required for credit in any particular year carried 
forward for credit in future years 

(e) an environmental pollution charge of $310,000 per year 

(f) a land use and access fee of $1,250,000 per quarter, against which the Gross Proceeds Tax and Issyk-
Kul Contribution are credited in full 

(g) sales tax at generally applicable rates on goods and services purchased in relation to the Kumtor project 

(h) value added tax at generally applicable rates on goods and services purchased by KGC and KOC, 
except for goods and services imported in relation to the Kumtor project 

(i) generally applicable fees for licenses, registrations, travel visas and other fees for discrete government 
services, provided that such fees shall not exceed those in effect on April 24, 2009 

(j) payroll deductions for all employees subject to Kyrgyz income tax and contributions to the Social Fund of 
the Kyrgyz Republic in respect of employees who are Kyrgyz citizens, in each case at generally 
applicable rates 

(k) excise taxes at generally applicable rates except on goods imported in relation to the Kumtor project 

In addition, the Restated Investment Agreement provides that the Kumtor project is exempt from certain other 
obligations, including: 

(a)  all withholding obligations with respect to payments to third parties, but such third parties are not exempt 
from the relevant taxes to which the withholding would otherwise relate, subject to the benefits provided 
to such third parties in any applicable international treaties 

(b) paying taxes with respect to intra-group transactions, including for services, dividends, interest and other 
distributions or transactions 

(c) customs duties in relation to goods imported into the Kyrgyz Republic 

Effective June 6, 2009, a management fee fixed at $1 per ounce of gold sold, inclusive of any taxes, is payable 
by us to Kyrgyzaltyn. 

In September 2011, our Kyrgyz subsidiaries signed a protocol with the government of the State Tax Service 
under the Kyrgyz Government pursuant to which these subsidiaries agreed to voluntarily administer withholding 
taxes as provided in the Kyrgyz Tax Code (as modified by applicable tax treaties) with respect to payments 
made by them to their foreign service providers who are domiciled in countries that do not have a tax treaty with 
the Kyrgyz Republic.  In addition, our Kyrgyz subsidiaries voluntarily agreed to pay an amount of $0.7 million in 
2011, being the amount not withheld since the effective date of the Restated Investment Agreement to 
September 2011. 
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Environmental conditions 

During the financial year ended December 31, 2013, we spent approximately $6.85 million in connection with our 
environmental programs relating to our Kyrgyz Republic operations.  If the environmental laws and regulations 
relating to our operations in the Kyrgyz Republic were to change, or the enforcement of such laws and 
regulations were to become more rigorous, we may be required to incur additional capital and operating 
expenditures to comply, which could have a material adverse effect on our financial position.  See the section of 
this AIF entitled “Risks that can affect our business” for further information. 

The Kumtor project has a formal Environmental Management System (defined above as the Kumtor EMS) in 
place as well as an Environmental Management Action Plan (defined above as the EMAP) which are designed to 
address the Kumtor project’s environmental related legal requirements. 

The Kumtor EMS aligns with the ISO-14001 standards for determining and managing environmental aspects 
associated with its activities. The EMS addresses impacts of the operation on the environment and monitors 
compliance with the various permits issued by the Kyrgyz authorities. The system provides scheduled 
monitoring, engineering controls and reporting on the following areas: 

 effluent treatment plant 

 tailings management facility 

 mill site and mine waste dumps runoff 
 effluents 

 acid generation potential testing and 
 recommendations 

 dust control 

 spill incidents on site and off site 

 hazardous materials handling 

 environment impact monitoring 

 planning for site decommissioning and 
 rehabilitation 

 potable water treatment system 

 sewage operation 

 landfill operation and inventory

The EMAP outlines Kumtor’s environmental and safety commitments, including the regulations applicable to the 
Kumtor project.  Under the EMAP, Kumtor is obligated to comply with the most stringent of the following 
standards on any particular environmental aspect:  

 the environmental laws of the Kyrgyz Republic and the current KGC Occupational Health and Safety 
guidelines 

 Canadian federal laws 

 Saskatchewan provincial laws 

In addition to internal auditing and monitoring, external audits of environmental aspects are conducted on a 
regular basis, the results and recommendations (if any) of which are reviewed by us and implemented where 
possible. Recent external audits include: 

 In September 2008, independent audits were conducted on the Kumtor project’s industrial hygiene 
program. 

 In October 2008, independent consultants audited the Kumtor project’s compliance with its EMAP in the 
following key areas: (i) hazardous materials usage, labeling, storage, transport and emergency 
response; (ii) environmental protection including protection of wildlife, site drainage, site emissions (air 
and water), waste rock disposal, etc.; (iii) closure, decommissioning and reclamation; (iv) spill 
containment, control and clean-up; and (v) site policies, programs, training, regulations and reporting 
procedures.  The audit determined that the Kumtor project is in material compliance with the 
requirements of the EMAP.   

 In October 2009, independent consultants audited the Kumtor project’s health, safety and environmental 
management systems (HSEMS) in conjunction with a tailings facility management system (TFMS) audit.  
The purpose of the TFMS audit was to assess the relevant aspects associated with the control, 
monitoring and administration of the Kumtor tailings management facility.  The HSEMS and TFMS were 
further assessed against the guidelines of the Mining Association of Canada to: (i) gain an 
understanding of the processes and programs currently in place for the implementation aspects of 
HSEMS; and (ii) identify the degree of conformance to established Kumtor programs and identify any 
gaps between existing Kumtor systems and requirements as set out in Kumtor’s Environment 
Management System and Occupational Health and Safety Management System. 
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 In August 2010, independent consultants audited the Kumtor project’s reclamation and conceptual 
closure plans against a number of common elements in the guidelines, best practices and protocols that 
have been prepared by various governments and industry associations.   

 In September 2010, EBRD, through an independent consultant, reviewed, among other things, the 
environmental and social impact and mitigation actions of the Kumtor project’s operations, as well as the 
ability of such mitigation actions to meet EBRD’s relevant standards.  This EBRD review was carried out 
in connection with the establishment of the Credit Facility.  See the section entitled “About Centerra – 
Recent developments”. 

 In May 2011, EBRD, along with an independent consultant, carried out a follow-up audit to the 
September 2010 review.  

 In response to the Parliamentary Report's allegations as to non-compliance with environmental laws, 
Kumtor engaged a consultant to conduct an independent review of the Parliamentary Commission 
report, which confirmed that the Parliamentary Report‘s allegations are unfounded, wrong or 
exaggerated.  See the section entitled “About Centerra – Recent developments”. 

 Our Board of Directors retained a leading international expert, to conduct an independent assessment of 
the environmental practices and performance of the Kumtor project.  The expert review and subsequent 
site visit, which were reported in October 2012, confirmed that the Parliamentary Report's allegations are 
unfounded and that the Parliamentary Report ignored results of numerous inspections and independent 
audits, published data and published government reports.  The expert review concluded that, within the 
terms of reference of their assignment, "no major or materially significant environmental issues were 
identified by the document review, site visit and legislative review" at Kumtor.  The review focused on 
numerous environmental areas, including waste management, environmental management systems, 
and water management.  See the section entitled “About Centerra – Recent developments”. 

 In August 2013, DLA Piper LLP and Kyrgyzaltyn retained a leading international expert to carry out an 
engineering and environmental risk assessment of the Kumtor project.  This assessment was done in 
the context of the discussion relating to a potential restructuring of the Kumtor project.  In its report, the 
expert concluded that with respect to mining engineering and utilization of the ore resources and 
operation of the open pit, the Kumtor mine was currently operated according to international best 
practices.  However, the report did make recommendations regarding geotechnical and environmental 
risks and liabilities, which, as part of our ongoing negotiations with the Kyrgyz Government and 
Kyrgyzaltyn regarding a potential restructuring of the Kumtor mine, we have agreed to implement.   

Each Kyrgyz enterprise with activities that have a potential negative impact on the environment must develop 
and maintain an ecological passport (Ecological Passport) providing for the basic levels of impact on the 
environment, including the level of maximum allowable emission (MAE) and maximum allowable discharge 
(MAD).  The Ecological Passport is developed every five years and must be approved by the Kyrgyz 
Government authority responsible for environment protection (currently Kyrgyz State Agency of Environmental 
Protection and Forestry (SAEPF)).  The current Ecological Passport for Kumtor is valid until December 3, 2014 
and the Balykchy marshalling yard Ecological Passport is valid until December 2, 2014.  However, due to the 
relocation of the Balykchy marshalling yard which occurred in March 2011, a temporary environmental permit for 
storage of chemicals was issued by the Issyk-Kul Regional Environmental Department on February 24, 2011.  
The development of the Ecological Passport for the new Balykchy marshalling yard was started after its full 
commissioning by the State Acceptance Commission on November 21, 2013 and the Ecological Passport will be 
submitted to the SAEPF for state environmental expertise at the end of the first quarter of 2014. 

The Ecological Passport identifies some of the permits and approvals required by Kumtor for its operations, with 
annual permits required for MAE norms, MAD norms and water usage limits.  The MAE norms and permits 
define the release of emissions into the air.  There are two MAD norms and two permits regulating the discharge 
of treated effluents into surface water bodies, one to operate the tailings area treatment plant and the other to 
operate the sewage treatment plant.  There are also water usage limits for the Kumtor mine and for the Balykchy 
marshalling yard.  The MAE and MAD norms and permits must be renewed annually within the first quarter of 
each year and are designed to ensure that the water quality standards for communal use streams are met at the 
mixing zone in the Kumtor River just outside the mine site.  Water usage limits must also be renewed on an 
annual basis. 
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On May 14, 2011, the Kumtor project received a general license for disposal of tailings and a general license for 
disposal of toxic wastes to tailings areas. Both licenses are valid until May 30, 2014. A number of other 
certificates, permits and licenses are required by various departments of the Kyrgyz Government with respect to 
the use of potentially toxic chemicals, transportation of dangerous goods, importing of blasting materials and 
sodium cyanide. All such approvals are currently valid and in good standing.  

Emergency response plan and handling of hazardous materials 

The Kumtor project has an Emergency Response Plan (ERP) and hazardous material transportation procedures.  
We conduct quarterly mock exercises to test different aspects of the ERP, including response time, effective 
communications and the skills of the emergency response team and we have updated the ERP to ensure 
notification protocols remain valid and improvements from the mock exercises are incorporated in the plan.  This 
most recent ERP update remains valid and meets all Kyrgyz legal requirements and follows international 
standards. 

In October 2006, an independent consultant was retained by us to audit the transportation of cyanide from the 
warehouse facility in Urumqui, China to the Kumtor site. The Cyanide Transportation Verification Protocol issued 
by the International Cyanide Management Institute in September 2006 was used to conduct the audit.  The 
Kumtor project was found to be in full compliance with all aspects of the transportation code with respect to the 
transportation cycle from the warehouse in China to the mine site in Kyrgyzstan.   

In 2010, in preparation for certification under the International Cyanide Management Code for the Manufacture, 
Transport and Use of Cyanide in the Production of Gold (ICMC) (as discussed below), an independent 
consultant performed an audit of the Balykchy marshalling yard storage facility, transportation from the Balykchy 
marshalling yard to mine site and the mine site storage/use of cyanide.  In April 2012, the International Cyanide 
Management's Institute (ICMI) recorded the certification of Kumtor's cyanide transportation operation from our 
Balykchy marshalling yard to the Kumtor mine site as being in full compliance with ICMI's transportation protocol. 

Kumtor's gold mine operations were deemed to be in "substantial compliance" with the Cyanide Code in early 
2012 by Centerra’s independent auditors.  In order to achieve "full compliance", audit procedures were carried 
out for the remaining sections of the cyanide route in December 2013 by an independent auditor under contract 
with Centerra's cyanide vendor.   In February 2014, Centerra was advised by its cyanide supplier that they had 
received the draft reports for Kumtor from its independent auditors and that the Kumtor report had been 
submitted by the independent auditors to ICMI for their completeness review prior to the report becoming final.  
In addition, Kumtor is working on the completeness of their wildlife study, and is in the process of requesting an 
extension from ICMI. 

Decommissioning and reclamation 

We update Kumtor’s conceptual closure plan (CCP) every three years. The CCP was last updated in 2013. This 
approach allows for the development and adaptation of the CCP, provides a period for testing and monitoring of 
several years to evaluate the various options contemplated by the CCP, and is followed by the development of a 
final closure plan closer to the end of mine life that will consider the results of the testing and monitoring as well 
as any changes to the environmental, regulatory and social environment that may have occurred over the life of 
the mine. 

Under the Restated Investment Agreement, all immovable infrastructure items will become the property of the 
Kyrgyz Government at the end of the mine life. This includes roads, buildings including the mill building, 
accommodations and any other related facilities but not the operating machinery. 

The CCP covers all aspects of the Kumtor project, including (but not limited to) the Central pit (which will become 
a lake), mill complex and surrounding area, tailings basin, stockpiles and other surface facilities.  Equipment, 
building and other structures will be salvaged to the extent possible.  The data presented in the CCP indicates 
that the acid rock drainage potential of both waste dumps and tailings is very low, but that sulphate released 
from the waste dumps may present a long-term concern.  The CCP makes recommendations for further data 
collection and monitoring of the various aspects important for the closure plan. 

A trust fund has been set up for final reclamation measures. The reclamation trust fund is restricted for use and 
controlled by an independent trustee.  As at December 31, 2013, the balance in the fund was $13.5 million. The 
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balance of the estimated future costs will be funded over the remaining LOM plan, prorated based on annual 
gold production.   

Exploration and development 

Exploration activities  

No exploration programs are planned for Kumtor in 2014.   

Underground mining 

Substantial efforts had been made since 2006 to develop, and ultimately mine by underground methods, those 
high-grade portions of the SB and Stockwork Zones that fell outside of the ultimate pits of earlier Central Pit mine 
designs. Separate declines were completed to access the two zones, but progress of the development was slow 
due to very difficult ground conditions. Total development amounted to approximately 3,000 metres. The two 
declines had been connected in June 2012 for increased ventilation. The decline in the SB section of the pit has 
allowed underground definition drilling in the southern part of the SB Zone, which drilling has contributed to the 
increase in SB Zone mineral resources. However, much of the underground infrastructure established will be 
consumed by the new final pit design for the Central deposit that was approved in 2012.  Therefore, in the fourth 
quarter of 2012, we derecognized approximately $180 million in connection with the underground development.   
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Kyrgyz Parliamentary and State Commissions and Environmental Claims  

 

Formation of Parliamentary Commission 

On February 15, 2012, the Kyrgyz Parliament established an interim parliamentary commission (the 
Parliamentary Commission) to inspect and review: (i) Kumtor’s compliance with Kyrgyz operational and 
environmental laws, as well as community standards, and (ii) state regulation over the Kumtor project’s activities. 

The Parliamentary Commission issued a report (the Parliamentary Report) on June 18, 2012 and made a 
number of assertions regarding the operation of the Kumtor project, including: 

 challenging the legal validity of the Kumtor Project Agreements; 

 alleging non-compliance by Kumtor with Kyrgyz environmental and other laws, particularly at Kumtor’s 
tailings facility, the Davidov glacier and the Sarychat-Ertash State Reserve which is in the vicinity of the 
Kumtor project.  The Parliamentary Commission alleges that the violations have resulted in substantial 
monetary damages; and 

 alleging inefficient or improper management of Kumtor, particularly with respect to customs practices, 
tax and Social Fund payments, operational decisions, procurement practices and mill efficiencies (gold 
recoveries), the latter of which is alleged by the Parliamentary Commission to result in very substantial 
losses. 

The Parliamentary Commission proposed to the Kyrgyz Parliament a form of decree (the Draft Decree) which 
called for the cancellation of the Kumtor Project Agreements and the creation of a new state-owned Kyrgyz 
Republic entity to assume control over Kumtor.  If the Draft Decree had been approved and given full effect by 
the Kyrgyz Government, it would have, in substance, resulted in the nationalization of Kumtor. 

When the Kyrgyz Parliament met in late June 2012 to consider the Parliamentary Report, it voted against the 
Draft Decree and instead adopted an alternative resolution (Resolution 2117-V) that took note of the 
Parliamentary Report and declared the Kumtor Project Agreements to be contrary to the interests of the Kyrgyz 
Republic.  Resolution 2117-V also: (i) called for the formation of a State Commission to “assess the 
environmental, industrial and social damage” caused by the Kumtor project and to initiate the renegotiation of the 
Kumtor Project Agreements “in order to protect economic and environmental interests”; (ii) called for the 
cancellation of various government decrees and orders, including Government Decree #168 dated March 25, 
2010 which provided land use rights over the surface of the Kumtor concession area; and (iii) recommended that 
the State Agency for Geology and Mineral Resources cancel certain licenses granted to Kumtor, including the 
exploration license for the Koendy licensed area. 

Formation of the State Commission 

In response to Resolution 2117-V, the Kyrgyz Government established a state commission (the State 
Commission) for the purpose of reviewing the Parliamentary Report as well as inspecting and reviewing 
Kumtor’s compliance with Kyrgyz operational and environmental laws and community standards.  The State 
Commission was comprised of three working groups with responsibility for environmental and mining matters, 
legal matters (including a review of all prior and current agreements relating to the Kumtor project) and socio-
economic matters (including a review of financial, taxation, procurement and employment related issues).   

On July 13, 2012, the Kyrgyz Prime Minister issued orders to establish two inter-agency commissions to facilitate 
the activity of the State Commission.  One inter-agency commission was to review Kumtor’s compliance with 
Kyrgyz legal requirements in general, and one was tasked with reviewing Kumtor’s compliance with legal 
requirements with respect to natural resources, environmental and operation-related matters. 

In December 2012, the State Commission issued its final report (State Commission Report), following five 
months of study and several visits to the Kumtor mine site, and over 120 written requests for information on a 
wide variety of matters going back to 1993 when the original agreement regarding the Kumtor project was 
executed.   

The State Commission Report included a large number of allegations in regard to prior transactions relating to 
the Kumtor project and the Kumtor project’s operations and management, including the following:  

(i) that the Kumtor project violated Kyrgyz Republic legislation relating to corporate, environment, and 
subsoil legislation at various times since project activities began in 1993, including allegations relating to 
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the tender process for the deposit in 1993, the approval process for the initial development of the Kumtor 
Project, the placing of waste rock on glaciers, and causing environmental damage to water and land 
resources in the area of the Kumtor project;  

(ii) that Kumtor management is ineffective;  

(iii) that incorrect valuation of assets occurred during the 2003/2004 restructuring process, which purportedly 
led to significant losses sustained by the Kyrgyz Republic; and 

(iv) that the Kumtor Project Agreements executed in 2009 were improperly approved and violate the Kyrgyz 
Republic constitution. 

The State Commission Report recommended that the Kyrgyz Government open negotiations of the agreements 
under which the Kumtor project is governed, including requiring Kumtor to accept the current tax regime and pay 
higher environmental charges; changes in the management of Kumtor and Centerra including greater 
representation by Kyrgyzaltyn on the Centerra board of directors and greater representation of Kyrgyz citizens in 
management of the Kumtor Project; and recommendations for additional charges and fees to be paid by the 
Kumtor project including for land use, and for those items raised by SIETS (see below).  The State Commission 
Report also recommended various actions to be taken by Kyrgyzaltyn, by the Kyrgyz Government, including 
revisions to Kyrgyz law, and the Kyrgyz Republic General Prosecutor’s Office with respect to investigating the 
personal liability of parties who were involved in negotiating previous agreements governing the Kumtor project 
for violations of Kyrgyz legislation and for inflicting losses to the Kyrgyz Republic’s interests.  The State 
Commission recommended the establishment of a working group to give effect to the recommendations, in 
particular the opening of negotiations with Centerra and Kumtor.   

We received the final copy of the State Commission Report on January 18, 2013.  We believe that the 
conclusions and claims in the State Commission Report are exaggerated or without merit.  While we have 
responded in detail in writing to such conclusions and claims, we also make the following general responses:  

(i) We operate in accordance with Kyrgyz and international standards, and this has been proven over the 
years in systematic audits conducted by Kyrgyz and international experts.   In particular, in August 2012, 
the Safety, Health and Environment Committee of our Board of Directors engaged an independent, 
internationally recognized consultant to carry out a due diligence review of Kumtor’s performance on 
environmental matters.  The report issued in October 2012 concluded that “no major or materially 
significant environmental issues were identified”.   

(ii) The Kumtor Project Agreements provide for a full regime of all payments to the Kyrgyz Government 
including a comprehensive revenue-based tax and specified fees and payments for other matters 
including environmental charges.  The Kumtor Project Agreements were negotiated at arm’s length, and 
reviewed and approved by the Kyrgyz Government and Parliament.  The agreements were the subject of 
a positive decision by the Kyrgyz Constitutional Court and a legal opinion of the Kyrgyz Republic Ministry 
of Justice.  We believe these agreements are legal, valid and enforceable obligations of the parties.   

(iii) Centerra, Kumtor and the Kyrgyz Government, among other parties, entered into a release agreement 
(the Release Agreement) on June 6, 2009, as part of Kumtor Project Agreements.  The Release 
Agreement provides that parties agreed to release each other from any claims, including any legal, tax 
and fiscal matters, in respect of any matter arising or existing prior to June 6, 2009, whether such 
matters were known or unknown as of June 6, 2009, subject to certain exemptions which are not 
applicable in the circumstances.  Accordingly, the conclusions and recommendations relating to alleged 
wrongdoings prior to June 6, 2009, including matters relating to the 1993 Master Agreement and the 
2003 Restructuring Agreement have been released by all parties. 

 

State Commission Report Received by Parliament 
In connection with its consideration of the State Commission Report, the Kyrgyz Parliament adopted decree 
#2805-V (Decree 2805-V) on February 21, 2013 regarding the Kumtor project. Decree 2805-V recommended 
that the Kyrgyz Government ensure the continuous operation of the Kumtor mine, and within three months of the 
date of the Decree, conduct negotiations with Centerra with a view to revising the Kumtor Project Agreements to 
return to conditions that existed prior to the restructuring of the project in 2003, but subject to the application of 
current Kyrgyz legislation, and to enter into new agreements on these terms. We expect to continue our 
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discussions with relevant Kyrgyz authorities to, among other things, clarify the meaning of the recommendations 
in Decree 2805-V with respect to returning to pre-2003 conditions. 
 
If the parties cannot agree on mutually acceptable terms within such three month time period, the Parliament has 
instructed the Government (in Decree 2805-V) to take certain actions with respect to the Kumtor project, 
including among other things, to: 

(i) invalidate the legislation enacted by Parliament in 2009 approving the Kumtor Project Agreements, and 
to unilaterally terminate the Kumtor Project Agreements;  

(ii) invalidate the legislation enacted by Parliament in 2009 amending the Kyrgyz Republic Tax Code (which 
provides for the tax regime set out in the Kumtor Project Agreements); 

(iii) confiscate land plots in connection with the adoption of Government Decree, “On abolition of the 
Government Decree on allocation of lands to Kumtor Gold Company CJSC dated March 25, 2010”, 
approved by the Government Decree dated July 5, 2012. (This March 25, 2010 Decree granted Kumtor 
surface rights in relation to the Kumtor Project);  

(iv) authorize SIETS to take measures to have Kumtor pay fines and other charges for violations of 
environmental, mining and geological and subsoil legislation. (See below “– Environmental Claims”.) 

 
This deadline was subsequently extended by Parliament to September 10, 2013, and then December 23, 2013. 
 
Decree 2805-V also requests that the Kyrgyz Government develop and submit to the Parliament for 
consideration certain matters, including the following: 

(i) draft amendments to existing legislation or draft new legislation relating to biosphere territories, the 
protection and preservation of glaciers, and prohibiting the placement of pollutants on glaciers; 

(ii) provide for the obligation of Kumtor to develop a technical plan on reclamation of the Kumtor project in 
accordance with Kyrgyz legislation and to determine funding for reclamation based on such plan and to 
enforce this obligation; 

(iii) for the entire period of the Kumtor project, to invoice Kumtor for the use of water and make Kumtor pay 
for changes in the glacial regime and disposal of waste; and 

(iv) when negotiating with Centerra and Kumtor Operating Company, to require that goods and services be 
purchased for the Kumtor project in the domestic market. 

 
Decree 2805-V also instructs the General Prosecutor’s Office and the National Security Committee to investigate 
allegations that Kumtor deliberately understated reserves, including silver and tellurium.  
 
Decree 2805-V calls on the Government, General Prosecutor’s Office and the National Security Committee to 
report on the implementation of the instructions set out in the Decree by June 1, 2013. 
 
Environmental Claims  
 
In December 2012, we received four claims from SIETS relating to alleged environmental damages at the 
Kumtor project and one claim from SAEPF which was subsequently withdrawn.  The claims are for an aggregate 
amount of approximately $150 million and include: 

 a claim for approximately $142 million for alleged damages in relation to the placement on waste dumps 
of waste rock from mining operations (2000 to 2011) 

 a claim for approximately $4 million for use of water resources for the period of 2000 to 2011 

 a claim for approximately $0.03 million for unaccounted industrial and household waste 

 a claim for approximately $2.3 million for alleged damages caused to land resources at the time of initial 
construction of Kumtor  

The claims reference the review of the Kumtor project carried out by the environmental and technical working 
group of the State Commission.  We believe the claims are exaggerated or without merit and have responded to 
the claims.   

In addition, we also received in December 2012 a directive from SIETS requiring that actions be taken to correct 
various alleged environmental and technical violations discovered in its review. 
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Each of the SIETS claims were dismissed by the Bishkek Inter-District Court and, on appeal, by the Bishkek City 
Court on the basis that the arbitration clause in the Restated Investment Agreement require that all such 
disputes be resolved through international arbitration.  Each of these claims has been appealed to the Kyrgyz 
Supreme Court where hearings are scheduled on March 24, 2014. 

In addition to the four claims of SIETS discussed above, SIETS has filed the following additional claims against 
KOC: (i) on October 12, 2013, a claim in the amount of approximately $485,000 for damages caused to land 
resources due to disturbance of land at the Kumtor project (similar to the claim described above but involving a 
different area of the Kumtor concession); and (ii) on January 21, 2014, a claim for approximately $8.5 million for 
lost agricultural production and lost profits from 1994 to 2042. Kumtor has responded in writing to SIETS 
disputing both of these additional claims. 

On February 21, 2013, we announced the receipt of another claim from a different Kyrgyz regulatory authority for 
the amount of approximately $315 million for alleged damage in relation to waste placed in the tailings 
management facility, waste rock dumps, and for the generation, management and treatment of other types of 
wastes. The claim covers the period from 1996 to 2011. Throughout 2013, KOC defended itself against these 
allegations on procedural and substantive bases.  Similar to other environmental claims commenced by Kyrgyz 
regulatory authorities in the Kyrgyz courts, KOC requested that the Bishkek Inter-district court dismiss the claim 
on the basis of the international arbitration clause in the Restated Investment Agreement, which requires all such 
disputes to be resolved through international arbitration.  Despite our efforts to draw the court’s attention to the 
Restated Investment Agreement and the previous decisions of the same court and the Bishkek City Court (in 
relation to the claims commenced by SIETS), the Inter-district Court rejected our appeal to dismiss the claim.   

On October 11, 2013, Centerra received a statement of claim from the Green Party of Kyrgyzstan in the Bishkek 
Inter-District Court which seeks damages of approximately $9 billion for alleged environmental damages arising 
from the Kumtor operations since 1996. The claimant, Green Party, requests that the damages be paid by 
Kumtor to the Issyk-Kul Nature Protection and Forestry Development Fund, a Kyrgyz state fund. The claim by 
the Green Party relates to allegations substantially similar to the claims raised by SIETS and SAEPF.  
 
On November 11, 2013, KOC received a claim from the Kyrgyz Republic General Prosecutor’s Office requesting 
the Inter-District Court of the Issyk-Kul Province invalidate its land use certificate and seize certain lands within 
Kumtor’s concession area. 

The Kumtor project’s environmental performance has been the subject of systemic audits and investigations over 
many years by Kyrgyz and international experts, including the review carried out by an independent, 
internationally recognized consultant whose report (published in October 2012) concluded “no major or materially 
significant environmental issues were observed”.   

We note that the Kumtor Projects Agreements provide a complete listing of all taxes and payments to be made 
to the Kyrgyz Republic, including a fixed environmental charge.  Accordingly, no other tax, duties, or other 
obligations are to be paid to the Kyrgyz Republic, however they may be characterized.  Furthermore, under the 
Kumtor Project Agreements, the Kumtor project is entitled to receive and maintain such licenses, permits and 
approvals as are needed or convenient for the operation of the project, and the Kyrgyz Government agrees to 
use its best efforts to reverse or annul any actions of public officials (including state agencies) which conflict with 
the rights and benefits granted to Kumtor under the Kumtor Projects Agreements. 

In addition, we note that Centerra, the Kyrgyz Republic and others entered into a release agreement (the 
Release Agreement) dated June 6, 2009, whereby, subject to certain exceptions which we believe are not 
applicable in the circumstances, the Kyrgyz Republic released Centerra from any and all claims, and damages 
with respect of any matter (including any tax or fiscal matters) arising or existing prior to the date of the Release 
Agreement, whether such matters were known or unknown at such time, and the Kyrgyz Republic agreed not to 
commence any actions or assert any demands for such actions or demands so released.   

We have benefited from a close and constructive dialogue with the Kyrgyz authorities over many years and we 
remain committed to continuing to work with them to resolve the claims and directives from Kyrgyz regulatory 
agencies and to resolve all other matters affecting the Kumtor project in accordance with the Kumtor Project 
Agreements, which provide for all disputes to be resolved by international arbitration, if necessary.  However, no 
assurances can be given that the claims and the directives issued by Kyrgyz regulatory authorities or the 
outcome of the Kyrgyz Government and Parliamentary activities with respect to environmental matters will be 
resolved without a material impact on the Centerra.  If the environmental claims are upheld and enforced or if the 



 

 
Centerra Gold Inc. 
2013 Annual Information Form Page 67 

Government or Parliament take unilateral actions with respect to the Kumtor Project Agreements or the 
cancellation of government decrees, orders or licences under which Kumtor operates, it could have an adverse 
impact on our future cash flows, earnings, results of operations and financial condition, if not adequately covered 
by our political risk insurance.  See the section of this AIF entitled “Risks that can affect our business” for further 
information. 

Restructuring Negotiations  

 On September 9, 2013, Centerra announced that it had entered into a non-binding memorandum of 
understanding (MOU) with the Government of the Kyrgyz Republic and Kyrgyzaltyn in connection with a potential 
restructuring transaction under which Kyrgyzaltyn would receive a 50% interest in a joint venture company that 
would own the Kumtor project in exchange for its 32.7% interest in Centerra and $100 million which would be 
provided to us by way of an adjustment to joint venture distributions otherwise due to Kyrgyzaltyn. 

The MOU recorded the status of negotiations between management of Centerra and the Kyrgyz Republic ’s 
advisory working group at that time and provided, among other things, that the following principles would guide 
the potential restructuring transaction:  

 Kyrgyzaltyn would receive a 50% interest in a joint venture company that would own the Kumtor Project 
in exchange for its 32.7% equity ownership in Centerra and $100 million which would be provided to 
Centerra by way of an adjustment to joint venture distributions otherwise due to Kyrgyzaltyn.  

 The adjustment to joint venture distributions otherwise due to Kyrgyzaltyn would occur over 10 years 
commencing in 2015 (in 2014 only interest would be paid) with an appropriate interest rate.  

 All of the state agency environmental claims against the Kumtor Project would be resolved prior to the 
restructuring by Centerra’s implementation of certain recommendations contained in a report provided to 
the Government working group by a third-party environmental consultant, and consistent with the laws 
and procedures of the Kyrgyz Republic and existing agreements between the parties.  

 The agreements entered into between, among others, Centerra, Kyrgyzaltyn and the Kyrgyz 
Government in 2009 would remain in full force and effect, including the tax regime set out in such 
agreements.  

 The board of the joint venture company would be composed of an equal number of Centerra and 
Kyrgyzaltyn representatives. Major decisions of the joint-venture company would be subject to 
discussion and approval by the board of the joint venture company. 

 Centerra would remain the operator/manager of the Kumtor Project pursuant to an operating agreement 
which would contain terms and provisions which are typical of such agreements. 

The Government submitted the MOU to the Kyrgyz Parliament and requested an extension of the September 10, 
2013 deadline that was previously imposed by the Parliament.   

The Kyrgyz Parliament passed a decree on October 23, 2013 which rejected the MOU and instructed the Kyrgyz 
Government to continue negotiations with us with a view to, among other things, increasing the Kyrgyz Republic 
shareholding in the joint venture to no less than 67%.   

On December 24, 2013, we announced that we had entered into a non-binding Heads of Agreement (the HOA) 
with the Kyrgyz Government and Kyrgyzaltyn, which supersede the MOU.  The HOA represents the results of 
additional negotiations with the Kyrgyz Government and Kyrgyzaltyn.  The HOA retained most of the material 
terms of the MOU, including  

 Kyrgyzaltyn would receive a 50% interest in the joint venture company that would own the Kumtor 
Project in exchange for its 32.7% equity ownership in Centerra. 

 The agreements entered into between, among others, Centerra, Kyrgyzaltyn and the Kyrgyz 
Government in 2009 would remain in full force and effect, including the tax regime set out in such 
agreements.  

 The board of the joint venture company would be comprised of an equal number of Centerra and 
Kyrgyzaltyn representatives. Consistent with Centerra's ability to consolidate the financial results of the 
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Kumtor project, major decisions of the joint-venture company would be subject to discussion and 
approval by the board of the joint venture company.  

 Centerra would remain the operator/manager of the Kumtor Project pursuant to an operating agreement 
which would contain typical terms and provisions.  

 The operating agreement would also include provisions for compensation for services provided by 
Centerra and Kyrgyzaltyn.  

The HOA also includes certain additional provisions not contained in the MOU, including the following: 

 The existing mobile mine equipment at Kumtor, having a value of approximately $200 million, would be 
held by Centerra and capital leased to the joint venture for 10 years on commercial terms, following 
which the joint venture would be entitled to purchase such equipment for $1.  

 Further to the equipment lease arrangement, the dividend distribution adjustment of $100 million (from 
Kyrgyzaltyn in favour of Centerra) which was in the MOU has been removed.  

 Centerra would be entitled to compensation in a fixed amount per year for acting as the manager, which 
amount will be agreed by the parties and reflected in definitive documents.  

 The HOA would resolve, in accordance with the requirements of the laws and agreements of the Kyrgyz 
Republic, comprehensively and finally, all claims and concerns relating to the Kumtor Project, including 
but not limited to environmental, technical and land use matters, in accordance with the findings and 
recommendation of Kyrgyzaltyn’s external legal, financial, environmental and technical experts, including 
AMEC, which has examined the Kumtor Project’s environmental and technical practices.  

 The joint venture would commit to investments in community development projects in an amount equal 
to two percent of the prior year’s free cash flow (subject to a minimum of $2 million per year)  

 The joint venture would commit to increasing local procurement in the Kyrgyz Republic by an aggregate 
of $100 million over the remaining life of the mine and to increase the number of Kyrgyz nationals in 
management positions at the joint venture. 

 At the end of the current life of mine plan in 2026, Kyrgyzaltyn would have the rights to: (a) increase its 
ownership interest in the Kumtor Project from 50% to 67% for a price equal to fair market value; and (b) 
recover the gold contained in the tailings facility for $1.00.  

 Kyrgyzaltyn would receive: (a) warrants to acquire six million Centerra shares, for an exercise price of 
CAD$10.00 per Centerra share, exercisable for two years after the restructuring; and (b) warrants to 
acquire four million Centerra shares, for an exercise price of CAD$12.00 per Centerra share, exercisable 
for three years after the restructuring. (The MOU provided for a grant of warrants to acquire six million 
Centerra shares, for an exercise price of CAD$10.00 per Centerra share, exercisable for two years after 
the restructuring.) 

On January 18, 2014, the parties re-signed the HOA after making certain non-material changes to the 
agreement. 

On February 6, 2014, the Kyrgyz Parliament adopted a resolution after it completed its review of the HOA.  While 
Parliament’s resolution appears to support the concept of the restructuring described in the HOA, the resolution 
also contains a number of recommendations that are materially inconsistent with the terms of the HOA. Among 
other things, the resolution calls for further audits of the Kumtor operation and for the Government and the 
General Prosecutor’s Office to continue pursuing claims for environmental and economic damages. 

Centerra expects to continue discussions with the Kyrgyz Government; however there can be no assurance that 
any definitive agreements will be reached between the parties or that any agreed upon transaction will receive 
required approvals or will be consummated. The inability of Centerra to successfully resolve all outstanding 
matters affecting the Kumtor Project would have a material adverse impact on Centerra’s future cash flows, 
earnings, results of operations and financial condition. 
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Boroo project 
 

 

Quick facts 

The Boroo project, located in Mongolia, was the first 
significant direct foreign investment for industrial 
development in Mongolia between 1979 and 2004. 

Boroo commenced commercial production in 2004. 

In ten years Boroo has produced approximately 1.75 million 
ounces of gold.   

Boroo currently processes ore through its mill and its heap 
leach facilities.  Upon receiving final approvals for the 
Gatsuurt project, Gatsuurt ore is expected to be processed 
at Boroo’s mill facilities, following modifications and 
additions to those facilities. 

 

Location Mongolia 

Ownership 100% 

Business structure Our wholly-owned subsidiary, AGR, indirectly owns 100% of 

BGC, the holder of the rights to the Boroo project 

End product Gold doré 

Mine type Open pit 

Estimated mineral reserves 

(as at December 31, 2013) 
49,000 oz of contained gold (proven) 

average grade – 0.6 g/t 

tonnes – 2,364,000 

Estimated mineral resources 

(as at December 31, 2013) 

Mineral resources are in addition to reserves.  

Mineral resources do not have demonstrated 

economic viability. 

242,000 oz of contained gold (measured and indicated) 

average grade – 1.5 g/t 

tonnes – 4,916,000 

Inferred mineral resources have a great amount 

of uncertainty as to their existence and as to 

whether they can be mined economically.  It 

cannot be assumed that all or part of the inferred 

resources will ever be upgraded to a higher 

category. 

235,000 oz contained gold (inferred) 

average grade – 1.0 g/t 

tonnes – 7,323,000 

Processing method Milling, CIP and Heap leach 

Total production to December 31, 2013 1.75 million ounces of gold 

2013 production 90,318 ounces of gold 
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2014 forecast production Approximately 45,000 ounces of gold (includes 20,000 

ounces from heap leach and 25,000 from the mill) 

2014 forecasted All-in Sustaining Costs
1
 $1,557 per ounce of gold sold 

2014 forecasted All-in Costs (pre-tax)
1
 $1,557 per ounce of gold sold 

Estimated mine life Fourth quarter 2014 for CIL processing,  

2015 for heap leaching 

Estimated decommissioning cost $25.0 million 

Employees 294 

1.
 “All-in Sustaining Costs” and “All-in- costs” are non-GAAP measures and are discussed under “Non-GAAP Measures” 

 
 
History 

1910 – 1920s  The Boroo deposit was reportedly discovered in 1910.  Industrial mining began shortly thereafter but 
ended in the 1920s when the facilities were abandoned during social reforms. 

1933  Mining of the deposit resumed. 

1942  A gold refinery was installed that treated gold from the mining of a number of individual, near-surface 
quartz veins. 

1965-1969  Prospecting activities led to the recognition of Boroo’s potential as a bulk-mineable deposit. 

1982-1990  Program of detailed field evaluation and reserve estimation by a joint East German-Mongolian 
Geological Expedition from 1982 to 1990 (the Joint Expedition). 

1991  The Joint Expedition was terminated following German reunification. 

1991-1994  The concession, which includes the Boroo deposits, was controlled by the Boroo Gold Mining Joint 
Venture comprised of Mongol Erdene of the Mining Bureau of the Mongolian Government and 
Morrison Knudsen Exploration (MKE), an affiliate of the Morrison-Knudsen Gold Company. 

1994  MKE engaged an independent consultant to prepare a feasibility study that investigated a heap leach 
and a combined heap leach/treatment plant option. MKE allowed the joint venture to lapse due to 
unsatisfactory project economics. 

1996  Altai Trading Company Limited (Altai) was granted the Boroo licenses. 

1997  BGC was established as an equal joint venture between Altai and the London-based Asia Mining 
Investment Corporation to develop the Boroo deposit. 

1998-2007  We, directly and through a wholly owned subsidiary, AGR, acquired a 100% interest in BGC. 

2003  The Boroo mill began the commissioning phase. 

2004  The mine was brought into commercial production. 

2012  Mining was completed. 

Property Description and Location 

Location 

The Boroo gold mine is located in Mongolia some 130 kilometres to the northwest of the capital city of 
Ulaanbaatar and about 230 kilometres to the south of the international boundary with Russia, at 48°45’ North 
and 106°10’ East. 
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Mining licenses 

The Mineral Resources Authority of Mongolia (MRAM) has granted BGC the exclusive rights to all hard-rock 
minerals and placer deposits under nine contiguous mining licenses, which cover 6,354 hectares of land 
centered on and surrounding the Boroo project. The licenses expire between 2025 and 2039 and the total 
annual license fees for 2013 were approximately $0.1 million.  The licenses are located in roughly equal 
measure in the counties of Bayangol and Mandal, situated in the province of Selenge. 

Facilities 

The Boroo project consists of an open pit mine, a heap leach processing facility, an operating processing plant, 
a tailings facility, ore and waste rock stockpiles, and other surface infrastructure normally associated with an 
open pit mining operation, all of which are within the mining licenses. 

Boroo project site area 

 

Recent operations 

In November 2010, mining at Boroo was suspended at the open pit mine due to the exhaustion of the oxide ore 
reserves.  Subsequently, due to delays in permitting of the Gatsuurt project, a decision was made to mine and 
process the remaining refractory ore in Pit 6.  We resumed mining at Boroo’s Pit 6 in January 2012 to access ore 
originally intended for the bio-oxidation process contemplated with the Gatsuurt project.  The mining at Pit 6 was 
completed in September 2012 and no mining occurred at Boroo in 2013.   

At the current reserve gold price assumption, Boroo operations expects to continue to feed the mill until 
November 2014 and recover gold from the heap leach pad into 2015. The mill is expected to process ore 
stockpiles during 2014 with an average grade of 0.6 g/t.  
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Mining plans, permits and licenses 

Under Mongolian law, a mining plan (for the following year’s mining activities) must be submitted in the last 
quarter of every year for approval by the government agencies, Mining Division of MRAM and Mining Division of 
SSIA.  Boroo’s mine plan for 2014 was approved in December 2013.   

In August 2012, BGC was issued with the final heap leach permits by the Government.  Except for the absence 
of approvals for mine closure technical plans, all permits and licenses required for the conduct of mining 
operations at Boroo and heap leach are currently in good standing.  

Water and Forest Law 

In July 2009, the Mongolian Parliament enacted the Water and Forest Law that prohibits mineral prospecting, 
exploration and mining in water basins and forestry areas in Mongolia and provides for the revocation of licenses 
in such affected areas.  The legislation provides a specific exemption for “mineral deposits of strategic 
importance”, which exempts the Boroo mining licenses from the application of the legislation. 

Site accessibility, climate, local resources, infrastructure and physiography 

Site accessibility and local population 

The Boroo mine site is easily reached in just over two hours from Ulaanbaatar by traveling northward on the 
paved Ulaanbaatar-Irkutsk highway for about 130 kilometers, then on an improved all-weather road east of the 
highway for about 10 kilometres.  The railroad town of Baruunkharaa is located about 20 kilometres north of the 
junction of the all-weather road with the Ulaanbaatar-Irkutsk highway.  Ulaanbaatar is served by commercial 
aircraft connecting to national and international destinations. 

The Boroo area is sparsely populated, inhabited mainly by nomadic herdsmen living in single-family camps on 
rural land or in small villages.  The Trans-Mongolian Railway that links Ulaanbaatar with Irkutsk and Beijing 
passes within 20 kilometres of the Boroo gold deposit. 

Climate, physiography and vegetation  

The project is situated in an area of rolling hills, largely covered by grasslands but with small discontinuous 
forests of birch and alder trees on north facing slopes.  The average elevation is about 1,200 metres above sea 
level.  Boroogol (“gol” meaning river) is the main drainage system in the area and flows northward into the 
Kharaagol, a major river that joins the Selenge gol and continues northward into Russia and ultimately into Lake 
Baikal, via the Selenge River system.  The Ikh Dashir valley, which originates in the area of the Boroo deposit 
and which is host to placer gold resources, is a mostly dry, western tributary of the Boroogol. 

North-central Mongolia is semi-arid with a continental climate.  Winter temperatures can dip to minus 40 degrees 
Celsius while summer temperatures may exceed plus 40 degrees Celsius.  The mean annual temperature is 
about zero degrees Celsius, but there is no permafrost in the Boroo area.  The dry continental climate of 
northern Mongolia results in the Boroo region having more than 300 days of sunshine each year and only a light 
snow cover in winter.  The area receives about 25 centimetres of precipitation per year, most during the rainy 
season of July and August.  Boroo is a 365 day-per-year operation. 

Power and water 

The mine site is served by the Mongol national power grid via a 110-kilovolt line.  We also maintain emergency 
generators capable of supplying power required for ancillary services in case of power outages.  Fresh water is 
taken from five wells that tap into the water table in the Boroogol valley.  These wells provide sufficient water for 
the mine’s operations. 

Heap leach processing 

The heap leach processing plant received final permitting and was restarted in the third quarter of 2012.   
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Tailings facility 

A tailings facility in the Ikh Dashir valley is connected to the process plant by a five-kilometre pipeline.  The 
tailings storage facility is designed for water being reclaimed for re-use in the mill.  This facility received 
Government approval in 2003.  The bottom of the tailings facility was sealed with a compacted clay liner and a 
high-density polyethylene liner on all embankments.  The current design of the tailings facility, to be built in 
stages over the mine life, provides an ultimate storage capacity of 16.9 million cubic metres of tailings.  This is 
sufficient for the tonnage to be processed for the entire life of the mine at Boroo pits only.  In 2007, we 
constructed an extension to the original tailings dam.  Lateral dykes were constructed in 2008 for water 
management purposes.  In 2009 additional storage capacity was created for Boroo ore by increasing the height 
of dykes in the north.  In 2010, Boroo also increased the height of the south, east and west walls for further 
expansion.  The tailings dam walls were further raised 2.5 metres in 2011. A further tailing dam wall expansion of 
2.0 meters was constructed in 2013 for the processing of the remaining stockpiles. Upon the receipt of all 
permitting and commissioning requirements for the Gatsuurt project, further tailings dam construction and 
expansion will be undertaken.   

Geological setting 

The structural setting of north-central Mongolia is dominated by several northeasterly strike-slip faults of regional 
extent that are considered terrain-bounding in nature and may have tens of kilometres of cumulative sinistral 
displacement.  The Gatsuurt deposit is hosted by one of these, the Yeroogol Fault, while the Boroo gold deposits 
are interpreted to be located near a second-order, northwesterly striking sympathetic structure locally termed the 
“Highway Fault”. 

The bedrock geology of the Boroo area is dominated by the folded Haraa sediments, a fairly monotonous 
sequence of flysch sediments consisting of siltstone, sandstone and greywacke.  These rocks are of regional 
extent and are interpreted to be of Lower Paleozoic age.  Intrusive rocks of the Boroo complex, of early 
Paleozoic age, have intruded the sediments.  The Boroo complex is represented by leucocratic granite and 
granodiorite.  Detailed drilling around the Boroo gold deposits shows that the contacts between the intrusive and 
the sedimentary rocks are highly irregular, with sedimentary xenoliths floating in the intrusive rocks in the border 
zone.  A significantly younger igneous event of probably late Paleozoic age is restricted to narrow dikes and 
fissures of granitic to dioritic composition. 

Much of the general area around the mine is covered by overburden that can reach tens of metres in thickness 
and that consists of colluvium and loess as well as minor alluvium deposited in head water drainages.  The 
alluvial deposits can contain significant gold placer deposits.  In addition, the colluvium deriving from pit 3 of the 
mine also contains placer resources. 

Oxidation has affected the rocks in the area to a depth of 40 to 60 metres.  Oxidation is accompanied by 
kaolinization of the feldspar crystals in the granitic rocks, with the unaltered and peripherally altered rocks 
retaining most of their original strength even near-surface. 

Mineralization  

Bulk-mineable gold mineralization at Boroo sits within a northerly trending thrust fault that is nearly flat or dips at 
a low angle to the west.   

The main low-angle fault is variably altered and mineralized and where these features are strongest, individual 
deposits are formed.  These are termed, from north to south, pits 2, 3, 5 and 6.  Reserves from all pits are now 
exhausted.  All of the deposits are elongated in a northeasterly direction, with a length to width ratio of about two 
to one.  

Two main types of alteration and mineralization have been noted: 

 Gold-sulphide zones host the largest proportion of gold mineralization at Boroo.  This type manifests 
itself as an earlier gold-pyrite-arsenopyrite-quartz phase that occurs in thin, irregular veinlets, less often 
in breccia zones, and disseminated within a pervasive zone of quartz-sericite-pyrite alteration.  This 
earlier type is overprinted, and locally completely replaced, by a carbonate-bearing phase that is also 
quartz-sericite dominated and contains disseminated sulphides. 



 

 
Centerra Gold Inc.  
2013 Annual Information Form Page 74 

 The second major gold bearing facies are massive, white quartz-sulphide veins in which gold is 
commonly coarse-grained.  From a volume point of view, this type is subordinate, but can carry very 
high gold values of up to several hundred grams of gold per tonne. 

The sulphide content in both types of mineralization is relatively low, typically a few percent.  Geochemical assay 
results on drill core indicates that arsenic is highly anomalous (up to 21,500 parts per million), but a positive 
correlation with gold is restricted to gold values up to about 2.0 grams of gold per tonne.  Sulphur shows the 
same pattern, being noticeably lower in the higher gold grade ranges.  Silver values are generally low and are 
not obviously correlated with gold, with most samples below the detection limit of 2.0 grams of gold per tonne.  
Silver values can be higher in the quartz veins.  Some minor copper is present but does not appear to have any 
deleterious effect on gold recovery through the process plant. 

Given their very different macroscopic and geochemical character, the two types of mineralization have different 
gold grade distribution patterns. 

The degree of oxidation is an important economic parameter at Boroo, as the gold in the fresh ore has a 
refractory component that limits the metallurgical recovery.  Three facies of oxidation have been defined.   

 In the oxide zone, sulphides are completely or predominantly oxidized and the feldspars in the granitic 
rocks have been partly or completely altered to kaolin.   

 In the transition zone, kaolinization of the feldspars is partial and the original sulphides survive in the 
core of oxidized grains.  This process has liberated enough of the gold that metallurgical recoveries are 
nearly as high as in the overlying oxide zone.   

 In the fresh zone, there is no discernible oxidation in the drill core or in the reverse circulation (RC) chips 
of the sulphide mineralization. 

Historical exploration and drilling 

No exploration and drilling activity was carried out at Boroo since 2010.  The following description discusses the 
exploration and drilling activities in 2010 (which were limited) and earlier. 

The number of drill holes used in the mineral reserve and resource estimates for year-end 2013 was the same 
as at the end of 2012 and 2011, being a total of 1,447 diamond drill and RC drill holes totaling 126,968 metres.  
The data set comprises 990 RC drill holes and 457 diamond holes representing 88,374 metres of RC drilling and 
41,594 metres of diamond drilling from which 82,518 samples have been extracted.  Of the total sample set 
used in mineral resource and reserve estimation 56,014 samples are reserve circulation chips and 26,504 are 
from diamond drill core.  

The density of drilling at Boroo is approximately 40 metres by 40 metres overall but some minor areas have a 
broader spaced drilling density.  Conversely, some complex areas have a drill density as close at 30 by 20 
metres in several locations where additional drilling was required to provide geological continuity.   

Sampling and analysis 

A review of sampling and assaying methods for the drilling conducted by the Joint Expedition from 1982 to 1988 
was undertaken in 1998 by an independent consulting firm.  The review indicated that drill logs and assay 
ledgers were of excellent quality and the sampling protocol used observed lithological boundaries and identified 
sections of lost core.  On the basis of this review of historical methods and approaches to drill core sampling and 
in consideration that this period of drilling has no material impact on the current mineral reserve and resource 
estimate, the responsible author of the Boroo Technical Report concluded that the methods applied reflect 
reasonable historical and current industry standards and there have been no obvious negative issues identified 
with this drilling. 

During the Joint Expedition era, the samples produced from drill core or underground openings were submitted 
to the Central Laboratory in Ulaanbaatar.  Each sample was crushed, coarse pulverized and split into two 
samples of which the first was subjected to spectral gold analysis.  Samples returning elevated gold values were 
re-assayed using the second split sample that was pulverized and subjected to fire assay with atomic adsorption 
finish.  A rigorous check assaying regime was maintained, involving the systematic submission of 439 duplicate 
samples amounting to 5% to 10% of the total sample stream to three outside laboratories, all of them in the 
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former East Germany.  As part of a BGC due diligence program in 1997, an additional 254 repeat samples were 
collected by BGC from the Joint Expedition drill core and analyzed at Analabs, Ulaanbaatar.   

Although no information is available documenting security measures taken during the Joint Expedition era, it is 
believed that security measures were taken to protect the samples and the information derived from them. 

There are some uncertainties with the fire assay database related to drill programs at Boroo that pertain to the 
precision of the assay results for the early Joint Expedition diamond drill holes and for some RC holes prior to 
2004, with precision being a measure of the ability of the laboratory to reproduce the same result.  The 
responsible author of the Boroo Technical Report has reviewed the historical reports and does not consider the 
lack of precision in the historical assay data sufficient grounds to designate certain areas defined by such drill 
holes to the inferred mineral resource category.  The uncertainties regarding the precision are largely irrelevant, 
given that only an immaterial amount of the drill hole database is constituted by the Joint Expedition drill holes 
and the majority of the reserves effected by this drilling have now been mined out.  According to the responsible 
author of the Boroo Technical Report, there is no indication that the historical part of the Boroo assay database 
is biased, but individual assay results do have a significant degree of imprecision, as a result of the 
inhomogeneous distribution of the gold in the Boroo mineralization known as the “nugget effect”.   

In 1997, diamond drill holes were sampled by a consultant of BGC following lithological intervals based on the 
BGC geological logs.  The average sample length was one metre.  The drill core was stored at the BGC 
exploration camp in a locked shipping container.  661 samples from the nine BGC diamond drill holes were 
analyzed at Analabs in Townsville, Australia using fire assay alliquot with an atomic adsorption finish.  All 
samples assaying greater than four grams of gold per tonne were re-assayed in duplicate using gravimetric and 
metallics screened fire assay techniques. 

In 1999, RC holes were sampled by scooping chips from each one-metre interval and combining them into four-
metre composites.  A second one-metre re-sample was taken at the same time using a riffle splitter.  These re-
samples were only submitted for assay if the four-metre composite “scoop” assay returned a value of greater 
than 0.2 grams of gold per tonne.  Samples from the 28 BGC diamond drill holes and 162 RC holes were 
analyzed at Analabs in Townsville, Australia.  Each sample was split into sub-samples, crushed, pulverized and 
analyzed using fire assay alliquot with an atomic adsorption finish.  According to the responsible author of the 
Boroo Technical Report, the sample preparation and assay protocols in place during 1999 were less than 
optimal, but this does not mean the resulting assay data are unreliable, it means the reliability cannot be 
documented.   

Indirect evidence, however, is available to support the performance of Analabs in 1999.  In 2001, 657 new 
samples were renumbered and submitted to Analabs by BGC.  In 2002, a further 436 check assays were 
performed on samples from the 1999 drill hole database.  Finally, 98 pulps were also recovered from storage in 
Ulaanbaatar and re-assayed by Analabs.  According to the responsible author of the Boroo Technical Report, as 
was apparent for the early (historical) assay data, the part of the Boroo assay data base created in 1999 is not 
biased, but, individual assay results have a significant degree of imprecision, as a result of the sample 
preparation protocol and the small aliquot size, particularly for high-grade samples. 

After Cameco assumed responsibility for the Boroo project in March of 2002, logging and sampling protocols 
were updated and improved.  For RC drilling, new protocols focused on improvement of the sampling quality 
which included on-site chip tray filling, permanent geological control and preliminary field logging.  Chip trays 
were sent to the Centerra Gold Mongolia LLC (CGM) Ulaanbaatar office, where detailed logging took place.  The 
geology and alteration of the cuttings were systematically logged and recorded in digital format.   

This information was used to specify mineralized intervals where one-metre samples from intervals identified as 
mineralized or altered were submitted for assay directly.  When samples appeared visually un-mineralized, two-
metre composite samples were created and assayed.  Where these samples returned anomalous gold values, 
the appropriate one-metre sample were also submitted and assayed.   

Transport of the samples from the Boroo site to Analabs Ulaanbaatar (where the receiving officer at the 
laboratory certified the samples as received) was under the supervision of a staff geologist.   

From 2003 to 2010 sampling of RC holes was completed at one-metre intervals.  RC cuttings were collected and 
samples were split using a three-stage sample splitter.  Two samples were packed in cloth bags, one for 
laboratory testing and one stored in a secure sample storage area on the mine-site as a coarse reject.  The 
primary sample was then screened, rinsed and packed in a special chip tray for geological logging.  Mineralized 
samples were composited to intervals of one-metre and shipped for analysis while samples identified without 
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alteration or mineralization were composited to intervals of two metres before being shipped for analysis.  Chip 
trays were locked in storage at CGM’s Ulaanbaatar office and rejects and pulps were stored in locked storage in 
CGM’s warehouse in Ulaanbaatar. 

From 2003 to 2010 continuous sampling of diamond drill core was carried out at one metre intervals in the 
mineralized section and at two metre intervals in unaltered host rocks.  Drill core was split or cut in half using a 
diamond saw, half of each sample was used for assaying and geochemical analysis and the remaining half-core 
was stored for record keeping at the mine site.     

From 2002 to 2006, all samples collected from RC drilling and diamond drilling were analyzed by SGS Mongolia 
Laboratories (SGS).  Since 2007, a limited number of additional exploration samples were analyzed by Actlabs 
Asia LLC in Ulaanbaatar.   

Samples received by SGS were received with an internal sample control number and entered into the laboratory 
information system.  The samples were sorted, dried, crushed and split.  Sub-samples were then pulverized and 
one sub-sample was analyzed using fire assay alliquot with an atomic adsorption finish and the second archived.   

SGS utilized their own certified standards and blanks as part of their quality assurance/quality control process.  
One in ten samples was subject to additional assaying for control purposes.  Selected samples were reassayed 
if the standard deviations exceed warning levels or if the results exceed the monitoring level. 

During mid-2004, a quality assurance/quality control program was initiated and continued from 2005 to 2010.  
No exploration or drilling work was carried out since 2010.  The program last used (in 2010) involved the routine 
insertion of certified standards, duplicate samples and blanks into the analytical stream to monitor the 
performance of the laboratory.  The quality control results are regularly monitored and reported on a quarterly 
basis.  Additionally, several hundred samples per year are analyzed at another commercial analytical laboratory.  
Overall, the quality assurance/quality control results show that the analytical database for the Boroo project is 
reasonable and is in accordance with industry standards.   

Data verification 

The resource database generated prior to 2002 has been validated several times during due diligence reviews.  
While a few issues with some of the historical holes, hole loss and clerical errors exist, they are not considered 
to have a material effect on the outcome of the current mineral reserve and resource estimates.  Additions to the 
sampling database during 2002 through 2010 drilling programs have been managed by CGM and/or BGC staff, 
with routine checks to verify the accuracy of the database.   

In addition, the Boroo site has undertaken verification of both the exploration and production data sets by 
performing independent reconciliation and reviews between exploration drilling results obtained from several 
years of mine and mill production.  According to the authors of the Boroo Technical Report, seven years of 
reliable operational performance of the Boroo project relative to the mineral reserve model developed from the 
exploration database has provided confidence in the reliability of both the overall exploration and production data 
used in the Boroo Technical Report and that the mineral reserve and resource model constructed from this 
exploration data set can be considered reliable. 

Boroo mineral reserve and mineral resource estimates  

In 2005, an independent consultant revised and updated the Boroo block model.  Given the positive contained 
gold production reconciliation of this model and that no significant exploration work was completed in the Boroo 
pit area since the update, the 2005 block model was used for the 2013 year-end mineral reserve and resource 
estimate.  The Boroo block model uses blocks measuring 5 metres by 5 metres by 2.5 metres, with the vertical 
dimension matching the mining bench height. 

The Boroo mineral resource and reserve estimate relies on an overall drill hole spacing of 40 metres by 40 
metres, with a closer spaced drill hole spacing of 30 metres by 20 metres over specific portions of the deposit.  
In preparing the resource estimate, our independent consultant used a block model approach which utilized gold 
grade envelopes of 0.2 and 0.8 grams of gold per tonne as the primary guide to define ore shapes.  The same 
upper capping levels for Boroo gold assays as previous resource estimates were used with the resulting capping 
levels established at 45 grams of gold per tonne in pits 3 and 6.  Assays were bench composited, with the bench 
height set at the actual mining dimension of 2.5 metres.  The grade continuity of the bench composites in each 
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zone was evaluated using correlograms.  The capped bench composites were used to interpolate a gold grade 
into the blocks of the block model by ordinary kriging using the variography results.   

Additional drilling was completed in pits 3 and 6 to provide samples for better defining a recovery model for fresh 
ore.  The initial observation that recovery became refractory with increasing sulphide concentrations was not 
found to be universally true.  The study found that samples had to be evaluated visually for both sulphide mineral 
liberation and matrix oxidation to determine if recovery was going to be an issue.  Several samples while 
showing surface oxidation had poor recoveries.  The reason identified was that the sulphide mineral surfaces did 
not show any oxidation thus encapsulating the gold. 

The new interpretations of oxidation states, in combination with the results from accelerated leach test work 
completed on blasthole samples, were used to create a spatially related recovery model.  The accelerated leach 
test results were bench composited based on the bench height.  These bench composites were used to 
interpolate recovery into the blocks previously defined by the original block model.  This resulted in each block 
having an estimated recovery and calculated head grade based on the accelerated leach test results.  

Mill recoveries were historically estimated from bottle rolls leach tests on samples of oxide, transition and fresh 
ore samples.  Predicted recoveries have supported throughout the production history of the Boroo operation.  
Heap leach recoveries were estimated to be 89%, 73% and 39% for oxide, transitional and fresh material, 
respectively, based on a comprehensive metallurgical testing program that supported the heap leach feasibility 
study.   

Mineral Reserves for the Boroo project were updated as at December 31, 2013, are now 100% contained within 
surface stockpiles and no remaining mineral reserves remain within the pits.   

Mineral Reserves Estimates 

The following table sets out Boroo’s proven mineral reserves as of December 31, 2013:   

Boroo Mineral Reserves 
as of December 31, 2013 

Category  Tonnes 
(thousands) 

Gold Grade 
(g/t) 

Contained Gold 
(thousands of oz) 

Proven   2,364 0.6 49 

The estimate of mineral reserves has been based upon an overall cutoff grade of 0.5 g/t of contained gold.  All 
proven reserves are in for stockpiled ore. 

Mineral Resources Estimate 

Beyond the limits of the now completed pit designs, the resource blocks exceeding the cutoff grades noted 
above were classified based on the distance of the block from the drilling data.  

 Blocks interpolated during the first of three kriging runs (with a range of 0 to 30 metres) were classified 
as measured. 

 Blocks interpolated during the second kriging run (with a range of 30 to 50 metres) were classified as 
indicated.  

These mineral resources are contained between the limits of the mineral reserve pit designs and larger 
unengineered pit shells.  Mineralization above the cutoff grade and located beyond the larger unengineered shell 
was classified as inferred mineral resources.  
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The table below sets out mineral resources in addition to mineral reserves as of December 31, 2013: 

 

Boroo Mineral Resources  
as of December 31, 2013  

Category   Tonnes 
(thousands) 

Gold Grade 
(g/t) 

Contained Gold 
(thousands of oz) 

Measured Open Pit (> 0.5 g/t) 452 2.2 32 

Indicated Open Pit (> 0.5 g/t) 4,464 1.5 210 

Total Measured and Indicated  4,916 1.5 242 

Inferred Open Pit (> 0.5 g/t) 7,323 1.0 235 

The estimates of mineral resources for the open pit have been based upon an overall cutoff grade of 0.5 g/t of 
contained gold for heap leach and milling ore.  As no changes were made to the final pit design, cutoff grade or 
resource block model, there were no changes in the mineral resource estimate for Boroo from the 2012 year-end 
estimate.  

Mineral resources that are not mineral reserves have no demonstrated economic viability.  Additionally, inferred 
mineral resources have a large degree of uncertainty as to their existence and as to whether they can be mined 
economically.  It cannot be assumed that all or any part of the inferred mineral resources can be upgraded to a 
higher resource category. 

Mining Operations 

Mining 

Mining operations at Boroo were suspended at the end of November 2010, but were resumed January 1, 2012.  
Mining activities were completed in September 2012. No mining activities occurred at Boroo in 2013.   

The Boroo deposit was mined using conventional open pit mining methods.  The mining rate in 2012 was 
budgeted at 20,000 tonnes per day, but was actually mined at 24,194 tonnes per day.  The strip ratio for the year 
ended December 31, 2012 was 6:1.  In 2012 the mine operated two 12-hour shifts each day with four crews 
working a seven-day rotation at the site.   

As of December 31, 2013, there were 294 employees at Boroo.   

Milling 

The Boroo flowsheet for ore processing is a standard layout that consists of crushing, grinding, gravity 
concentration, cyanide leaching and gold recovery in a CIL circuit.  The mill was designed with a capacity to 
process 1.8 million tonnes of ore per year but the actual mill throughput is currently approximately 2.4 million 
tonnes per year or approximately 6,575 tonnes per day.   

Mill recovery is dependent on the head grade and mineralization of the ore feed material.  Recovery has steadily 
decreased as oxide and transitional ores have been depleted.  When processing sulphide or fresh ore, mill 
recovery is typically in the range of 40% to 70%.  A significant portion of the recovery has historically been 
achieved by gravity separation and it is expected that this would continue for the remaining ore at Boroo.  

The ore is dumped into the crushing plant by truck directly from the mine or from the run of mine stockpile by 
front-end loader. The ore is crushed by a jaw crusher to less than 125 mm, and then conveyed to the SAG mill 
hopper or to a temporary emergency stockpile from which it can be reclaimed during crusher maintenance. 

The crushed ore is fed to the 2 stage grinding circuit consisting of an 8.5 meter diameter semi-autogenous mill 
(SAG) and a 4.8 meter diameter ball mill.  The discharge from the mills is classified by cyclones and the overflow 
(80% passing 125 microns) is thickened in an 18-meter diameter thickener prior to leaching.  The underflow 
returns to the ball mill. A portion of the cyclone underflow (approximately 20%) is diverted to the gravity 
concentration circuit.  The coarse gold is removed by the Knelson concentrators prior to recovery in the Acacia 
reactor. 
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Cyanide is added to the leach feed in the first of two 1,000 cubic metre leach tanks.  Gold is then removed from 
solution by activated carbon in the six carbon in pulp (CIP) tanks. Total leach / CIP residence time is 24 hours. 
The carbon is stripped in 3 tonne batches in a conventional AARL strip column.  The gold, including gold from 
the Acacia reactor, is then recovered in 4 electrowinning cells prior to bullion smelting. 

The CIP tailings are pumped to a sulphur dioxide-air treatment plant with two stages of cyanide destruction and 
a single stage of arsenic precipitation utilizing ferric sulphate before discharge to the tailings facility.  Discharge 
to the tailings facility is through a five kilometre long gravity flow pipeline. 

The process plant utilizes conventional technology and is a simple and straightforward circuit.  The tailings 
facility is operated as a zero discharge facility recovering all available water back to the process plant. 

Gatsuurt ores are expected to be processed at Boroo.  See the section of this AIF entitled “Centerra’s properties 
– Development property – Gatsuurt project – Feasibility and technical studies”. 

Heap leach 

In June 2008, we completed construction and commissioned a three million tonne per year heap leach facility at 
Boroo for a capital investment of $26 million.  A feasibility study was completed in September 2006 to support 
the project.   

The heap leach project provides for strategic growth by creating an opportunity to process nearby low-grade 
deposits using heap leach technology.  

TetraTech of Denver, Colorado provided the heap leach pad design while Ausenco Ltd. of Brisbane, Australia 
provided the process design and procurement assistance for the equipment and supplies.  The lining of the 
pregnant solution pond and the emergency overflow pond were completed during the summer of 2007.  The 
lining of the pad with linear low-density polyethylene was divided into two phases.  Phase 1 was completed in 
2007 and 169,900 square metres of pad was lined, while 118,000 square metres of Phase 2 pad was completed 
in 2008.  The project was mechanically and electrically completed in March 2008; and solution application 
commenced in June 2008 once all preliminary permitting was completed.  

The heap leach operated under a temporary permit until October 2008, which was extended by the Mongolian 
Government for six months.  In April 2009, heap leach operations were suspended with the expiry of the 
temporary permit.  In July 2009, with the resumption of operations following the closure resulting from the SSIA 
inspections, the barren leach solution application was resumed albeit with no additional cyanide addition to 
maintain the process water balance.  During the normal leaching process, leach solution containing cyanide 
remained entrapped within the heap, and following international decommissioning standards, fresh water was 
circulated through the heap until the cyanide levels were sufficiently reduced to allow the excess solution to be 
pumped to the main process plant for final decontamination.  Operation of the plant also ensured that the spring 
snow melt and rainfall was collected and managed.  Gold contained in the residual cyanide solution recovered 
from the heap during the decontamination process was collected onto activated carbon in order to ensure that 
no gold was lost as required by the Minerals Law of Mongolia.  The plant was kept in care and maintenance 
condition awaiting permission to restart.    The practice of circulating barren leach solution was suspended in the 
second half of 2011.   

On September 19, 2012, Boroo received regulatory approval for its mine plan for the heap leach facility and 
shortly thereafter resumed the leaching of the previously stocked ore with solution breakthrough and gold 
recovery commencing in mid-October. Crushing and stacking operations recommenced in October 2012, and 
were completed in the fourth quarter of 2013.   

Production estimate 

All remaining ore from the Boroo project and Gatsuurt project (when commissioned) is expected to be processed 
at the Boroo processing facilities.  Modifications are also planned for the Boroo mill to enable concentrate 
flotation and bio-oxidation circuits for processing refractory ores.  See the section of this AIF entitled “Centerra’s 
properties – Development property – Gatsuurt project – Mining – Processing”. 

For the remainder of Boroo’s mine life, gold production is expected to come from two sources:  

 milling of existing ore stockpiles 
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 heap leach processing  

Mining at the Boroo project ceased at the end of November 2010 but resumed in January 2012 to mine the 
remaining refractory ore in Pit 6, which was completed in September 2012.  No mining occurred in 2013 and no 
mining is planned for 2014.   

Gold production for 2014 is forecast to be approximately 45,000 ounces which includes about 20,000 ounces 
from heap leaching and 25,000 from processing mill stockpiles.  The Boroo mill is expected to process ore 
stockpiles during 2014 with an average grade of 0.6 g/t.  

At Boroo, 2014 sustaining capital expenditures (a non-GAAP measure) are expected to be $1 million, primarily 
for maintenance rebuilds and overhauls.   

The foregoing production estimate and certain statements of our plans and expectations for production at Boroo, 
including cost estimates, under the heading “Centerra’s properties – Producing gold mines - Boroo project” and 
elsewhere in this AIF are forward-looking information and are based upon the following key assumptions and 
subject to the following factors that could cause results to differ materially:  

 prices for fuel oil, reagents and other consumables will remain consistent with our estimates 

 no further suspension of Boroo’s operating licenses occurs 

 all necessary permits and authorizations, including environmental permits and authorizations, from 
governmental authorities of Mongolia are received in a timely fashion and on acceptable terms to 
maintain scheduled production 

 no unplanned delays in or interruptions of scheduled production from the Boroo project, including due to 
civil unrest, natural phenomena, labour or regulatory or political disputes, equipment breakdown, or 
other development and operational risks 

Other factors that could cause actual results or events to differ materially from current expectations include, 
among other things:  

 volatility and sensitivity to market prices for 
gold 

 increases in production and capital costs 

 inability to enforce legal rights 

 defects in title  

 imprecision in mineral reserve estimates 
and the assumptions that they rely on 

 competition 

 operating performance of the facilities 

 changes in national and local government 
legislation, taxation, controls, regulations, 
policies and political or economic 
developments in Mongolia 

 political instability and political unrest in 
Mongolia 

 and other development and operating risks 
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If actual results differ materially from the assumptions set out above or any of the material risk factors identified 
elsewhere in this AIF, including in the sections entitled “Forward-looking information” and “Risks that can affect 
our business”, occur, production from Boroo and cost estimates may differ materially from the foregoing 
production estimate and our plans and expectations for production at Boroo. 

Gold sales 

Centerra has a contract with Johnson Matthey Limited (JM) for gold doré produced by the Boroo project to be 
exported and refined.  The terms provide that:  

 gold doré is delivered to a carrier appointed by JM at the Boroo project site and the carrier assumes the 
risk relating to security and transport and responsibility for insurance from that point to delivery to the JM 
refinery in Ontario, Canada.  JM assumes such risks thereafter. 

 gold doré is refined by JM to meet specific percentages of metal content and levels of purity 

 BGC may elect to (i) take physical delivery of the refined gold, (ii) sell it to JM, receiving up to 95% of its 
estimated value based on mine-site assays within five working days of shipment to the refinery, with the 
balance once the doré has been refined and the bullion is available, or (iii) sell the refined gold to a third 
party that has an account with JM 

In September 2011, we entered into a master purchase contract with Auramet Trading, LLC (Auramet) to, at our 
election, sell the refined gold from JM from time to time.  As a result, starting in October 2011 the gold doré from 
Boroo continued to be shipped to JM for refining but the product was sold to Auramet at agreed market terms.  
Sales to JM under the refining agreement are based on the afternoon fixing price on the London Bullion Market, 
whereas sales under the Auramet master sale agreement are based on spot gold prices.  In 2013, BGC sold 
practically all of its gold doré to Auramet. 

In January 2014, following amendments to the Minerals Law of Mongolia which reduced the royalty payable on 
gold sales to the Bank of Mongolia to 2.5%, BGC began selling some gold to the Bank of Mongolia.  No written 
agreement is currently in place for these sales. 

Taxes and royalties 

Corporate profit tax 

The Boroo Stability Agreement, entered into by BGC and the Mongolian Government in 1998 and first amended 
in 2000, guaranteed that Mongolian tax laws in effect in 1998 would apply to BGC’s income from the project 
unless more favourable laws took effect and the Minister of Finance confirmed that the more favourable laws 
apply.  In accordance with the law at the time, the Boroo Stability Agreement provided that BGC was exempt 
from income tax for a period of three years following commencement of commercial production and was entitled 
to 50% tax relief for the subsequent three-year period.  BGC began commercial production on March 1, 2004.   

In September 2006, at the request of the Mongolian Government, Centerra and BGC entered into discussions 
with the Government regarding amendments to the Boroo Stability Agreement, including its tax stabilization 
provisions. 

On August 3, 2007, Centerra and the Mongolian Government agreed to an amendment to the Boroo Stability 
Agreement pursuant to which, effective January 1, 2007, Boroo was subject to a 10% rate for taxable income up 
to 3.0 billion tugriks and a 25% rate for taxable income above that amount, until the termination of the Boroo 
Stability Agreement in July 2013.  Prior to the amendment, we were subject to income tax at the rate of 20% for 
the three-year period commencing March 1, 2007 and 40% thereafter.  In addition, effective August 3, 2007, the 
mineral royalty payable was 5% rather than the 2.5% previously applicable.  

The Boroo Stability Agreement expired in July 2013.  As a result, Boroo operations are subject to prevailing 
taxes and royalty fees.  The corporate income tax rate remains at 25% for taxable income over 3 billion 
Mongolian tugriks (approximately $1.8 million at the December 31, 2013 foreign exchange rate) with a tax rate of 
10% for taxable income up to that amount.   
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Value added tax  

 Mongolia levies a value-added tax (VAT) of 10% on goods and services produced in Mongolia, as well as goods 
imported into Mongolia.  As a result of the expiration of the Boroo Stability Agreement in July 2013, BGC is no 
longer able to offset any VAT that it pays against other taxes payable in respect of the Boroo project.  A 5% 
custom duty is also applicable to all imports. 

Royalties 

As a result of the expiration of the Boroo Stability Agreement in July 2013, BGC is no longer subject to the 5% 
fixed royalty payment payable to the government.  BGC is now subject to a royalty rate varying between 5% and 
10% based on the price of gold - there is a basic 5% royalty fee that applies while gold is less than $900 per 
ounce.  For any increase of $100 to the price of gold, there is a corresponding 1% increase to the royalty fee up 
to a maximum of 10% when the price of gold is $1,300 per ounce and above.   

However, as noted above, in January 2014, amendments to the Minerals Law were approved which lowered the 
royalty rate on gold to the Bank of Mongolia to 2.5% and eliminated the sliding scale royalty based such sales to 
the Bank of Mongolia. 

Environmental matters  

During the financial year ended December 31, 2013, we spent approximately $0.7 million in connection with 
environmental programs relating to our Mongolian operations, including biological reclamation and monitoring 
and technical studies in line with the Boroo Project detailed EIA.  The biological reclamation on 40.0 hectares of 
mine disturbed land included seeding, re-vegetation, tree-planting consistent with the conceptual closure plan, 
the costs of which are updated during the year.  Furthermore, extensive sampling programs at the Boroo site are 
targeted at mitigating the potential impact on water, soil and air quality and were performed in compliance with 
the annual environment protection and monitoring plans approved by the Mongolian Government. 

We have developed an Environment Management System (EMS) to address the impacts of the Boroo operation 
on the environment and to monitor compliance with applicable legal requirements with respect to the 
environment.  The system sets out scheduled monitoring, engineering controls and reporting on the tailings 
management facility, the mill, the mine, wildlife, waste dump effluents and waste management.  

Specific programs that monitor environmental impacts include: 

 testing for acid generation potential 

 dust control 

 investigating and reporting spill incidents on-site and off-site 

 environmental reclamation 

 hazardous materials handling 

 planning for site decommissioning and rehabilitation 

 monitoring the potable water treatment system 

 water quality monitoring 

 sewage treatment and operation of the landfill 

The EMS aligns with the ISO-14001 standard, and would comply with the most stringent, reasonable and 
applicable, of the following standards: the environmental laws of Mongolia; Canadian federal laws; and 
Saskatchewan provincial laws, for determining and managing environmental aspects associated with its 
activities. 

Boroo has undergone several audits on its EMS by external consultants, the results and recommendations (if 
any) of which are reviewed by us and implemented where possible.  The most recent external audits were: 

 In August 2010, independent consultants audited Boroo’s reclamation and conceptual closure plans 
against number of common elements in the guidelines, best practices, protocols that have been 
prepared by various governments and industry associations 

 In September 2010, EBRD, through an independent consultant, reviewed, among other things, the 
environmental and social impact and mitigation actions of Boroo’s operations, as well as the ability of 
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such mitigation actions to meet EBRD’s relevant standards; this EBRD review was carried out in 
connection with the establishment of the Credit Facility  

 In the fourth quarter of 2012, an independent auditor performed an audit on the transportation and use of 
cyanide in connection with us becoming a signatory to the ICMC 

 Boroo received the ICMI certificate in July 2013. 

We have obtained the necessary environmental permits and licenses for the Boroo project.  Some of the permits 
issued for the Boroo project are for the forecasted mine life; others are for three years; while others are renewed 
annually.  Among the latter are the state licenses for the import and use of reagents and chemicals, and the 
approval for environment monitoring reports and plans, the mine plan and the health and safety plan.  Licenses 
that are issued by the Mongolian state agencies for an initial period of three years cover the operation and 
maintenance of lifting mechanism and cranes, and blasting works.  The permits for the importation, 
transportation, storage and use of cyanide and other reagents are reviewed annually. 

Boroo’s Environmental Impact Assessment has been amended to reflect changes to operations, and its 
Environmental Monitoring and Protection Plans have been approved by the Mongolian Government as required 
on an annual basis.  Licenses for the import and use of reagents and chemicals are in place and include permits 
for the import, transport, use and on-site storage of cyanide. 

In July 2013, the ICMI recorded the certification of Boroo as consignor of the cyanide transportation operation 
from Zamin-Ud (China-Mongolian border) to the Boroo mine site as being in full compliance with ICMI's 
transportation protocol.  Boroo's gold mine operations were deemed to be in "substantial compliance" with the 
Cyanide Code in early 2012 by Centerra’s independent auditors.  In order to achieve "full compliance", audit 
procedures were carried out for the remaining sections of the cyanide route for Boroo in December 2013 by an 
independent auditor under contract with Centerra's cyanide vendor.   In February 2014, Centerra was advised by 
its cyanide supplier that they had received the draft reports for Boroo from its independent auditors and that the 
Boroo report had been submitted by the independent auditors to ICMI for their completeness review prior to the 
report becoming final. 

Decommissioning and reclamation 

In 2007, the Ministry of Environment approved the Preliminary Mine Closure Plan as a part of detailed 
environmental impact assessment (DEIA) addendum.  In 2008, work began on a detailed mine closure plan 
(DMCP) which was submitted to the relevant government authorities in March 2009.  In the absence of detailed 
Mongolian regulatory guidelines on mine closure, the DMCP includes reference to international practices 
pertaining to closure of mining operations.  In 2009, at the request of the Ministry of Environment, the plan was 
re-written as a closure DEIA.  In 2009, we sought comments on the closure DEIA from Bayangol and Mandal 
soum Citizens Representatives Khurals.  In 2010, the Ministry of Nature, Environment and Tourism reviewed the 
draft and advised us to obtain reviews and comments from Selenge soum people’s representative khurals and 
the Institutes of Mines and Chemistry, which we did in 2010 and 2011.  The draft was also discussed at the 
Citizen’s Representatives Khural of Selenge aimag and reviewed by Institutes of Mines and Chemistry and their 
proposals were reflected in the plan.  The revised DEIA for the BGC Mine closure plan was resubmitted and 
approved by the Ministry of Nature, Environment and Tourism in July 2011  

We have begun discussions with the SSIA regarding the implementation of the 2011 – 2018 annual plans for 
activities relating to the closure of the exhausted pits, reclamation work, monitoring, and other decommissioning 
work, as per the regulations on the mine closure.   

At the Boroo project, mining activity was completed in September 2012.  The Boroo mill will continue to operate 
until November 2014 processing low grade stockpiled ores.  The heap leach operation is expected continue into 
2015.  Assuming the necessary regulatory commissioning for the Gatsuurt project is received from the 
Mongolian authorities, Gatsuurt oxide and transitional ore is expected to be processed at the Boroo CIL facility.  
Gatsuurt refractory ore is expected to be processed at a bio-oxidation facility to be constructed at Boroo at a 
later date.  Areas at the Boroo site not impacted by future activities related to the processing of remaining Boroo 
ore and Gatsuurt ore are being progressively reclaimed.  Should the Gatsuurt project not receive its regulatory 
commissioning, then operations at Boroo would end earlier and complete reclamation of the Boroo site would 
commence.   
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The estimated undiscounted cost of decommissioning and reclamation for the Boroo project as of December 31, 
2013 was $25.0 million.  Funds for mine closure are accrued on an ongoing basis, and a portion of the annual 
environmental management budget has been deposited with the relevant authorities in accordance with 
prevailing laws.  Currently there is $0.33 million committed for funding reclamation activities and related studies 
in 2014.  We annually deposit 50% of the upcoming year’s reclamation budget into a government account and 
recover this money when the annual reclamation commitments are completed.   

Exploration Activities 

In 2014, $0.1 million exploration related costs for the Ulaan Bulag property have been planned. 
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3.2 Development property  

Gatsuurt project  
 

 

Quick facts 

The Gatsuurt project is situated 35 kilometres from the Boroo 
project in Mongolia.  It is connected to the Boroo mine site by 
a 55 kilometre road which was completed in 2010.  

Gatsuurt site development, including the ore haulage road, 
has been completed. 

All exploration, development and construction activities at 
Gatsuurt have been suspended pending clarification of the 
impact of the Water and Forest Law on the Gatsuurt project 
and until final approvals and regulatory commissioning to 
commence mining are received. 

We continue to work with Mongolian regulatory authorities to 
obtain the necessary regulatory commissioning to begin the 
Gatsuurt operations.   

Location Mongolia 

Ownership 100% 

Business structure Our wholly-owned subsidiary (indirectly held), Centerra Gold 

Mongolia LLC, is the holder of the rights to mining and 

exploration licenses for the Gatsuurt project 

Estimated mineral reserves 

(as at December 31, 2013) 
1,603,000 oz contained gold (probable) 

average grade – 2.9 g/t 

tonnage – 17,129,000 

Estimated mineral resources 

(as at December 31, 2013) 

Mineral resources are in addition to reserves.  

Mineral resources do not have demonstrated 

economic viability. 

398,000 oz of contained gold (indicated) 

average grade – 2.4 g/t 

tonnes – 5,098,000 

Inferred mineral resources have a great amount 

of uncertainty as to their existence and as to 

whether they can be mined economically.  It 

cannot be assumed that all or part of the inferred 

resources will ever be upgraded to a higher 

440,000 oz. of contained gold (inferred) 

average grade – 2.5 g/t 

tonnes – 5,475,000 

Property description and location 

The Gatsuurt property is located 90 kilometres north of Ulaanbaatar.  It covers approximately 2,236 hectares and 
is situated on mining licenses 431A and 372A (the Gatsuurt Licenses).  In addition to the royalty fee to the 
Mongolian Government on gold sales pursuant to the Minerals Law (as amended in 2010), which starts at 5% 
and increases to a maximum of 10%, depending on the price per ounce of gold, or is set at 2.5% for gold sales 
to the Bank of Mongolia, both licenses are encumbered by an underlying 3% Net Smelter Return (NSR) royalty 
in favour of Gatsuurt LLC, an arm’s length Mongolian limited liability company. 
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Mineralization 

Gold mineralization at Gatsuurt occurs in two zones. 

At the Central Zone, continuous gold mineralization has been traced over a strike length of 900 metres over 
horizontal widths that vary from two metres to greater than 70 metres.  It comprises a broad lower grade shell 
(over 1.0 gram of gold per tonne) containing higher-grade (over 3.0 grams of gold per tonne) lenses with variable 
lateral and vertical continuity.  Gold mineralization has been traced by drilling to a maximum depth of 360 metres 
and is open at depth.  The Central Zone has oxide and transitional ore which will be processed through the 
existing Boroo mill and refractory ore which is expected to be processed through the bio-oxidation facility to be 
constructed at Boroo. 

The Main Zone contains fairly continuous gold mineralization over a 400-metre strike length.  The gold 
mineralization is limited along strike but remains open at depth.  The altered and mineralized zone trends 
parallel to the Sujigtei fault and dips subvertically. 

At the Main Zone, the gold mineralization is almost entirely refractory although leach recovery testwork was 
limited. 

Gatsuurt mineral reserve and mineral resource estimates  

Mineral reserves and resources for both the Central Zone and Main Zone of the Gatsuurt project were based 
upon updated block-modelling work done by Centerra in 2013.  Both reserves and resources used a cut-off 
grade of 1.4 grams of gold per tonne for oxide and some transition material, to be processed in the current 
Boroo CIP plant) and, 1.4 grams of gold per tonne for the remaining transitional ore, and sulphide material (to be 
processed in the BIOX® plant).   

Central Zone and Main Zone resource block model 

The Gatsuurt block model gold estimate relies on an overall drill hole spacing of 30 to 35 metres along strike and 
with vertical pierce points of 20 to 50 metres.  The drilling pattern has systematically delineated the 
mineralization to the 1,050-metre elevation or 220-metre vertical depth with some sections in the Central Zone of 
the deposit drilled to the 900 metre elevation or 320 metre vertical depth. 

The block model was developed using a series of 3-D grade shells ranging from 0.4 to 3.0 grams of gold per 
tonne as a primary guide to define the ore shapes.  Within each shell, blocks were interpolated into the model 
using ordinary kriging of 2.0-metre composite gold data in two search passes with the first pass with ranges from 
30 and 35 metres for Central Zone and Main Zone, respectively and the second with ranges of 30 to 100 metres 
in the plane of the mineralization.  Blocks were also coded as destined for CIP processing or BIOX® processing 
based on bottle roll recovery interpolation and by the percent of sulphide interpolation. 

Upper capping levels was completed on raw assay data prior to compositing and ranged from 35 grams of gold 
per tonne in the highest grade shell to 20 grams of gold per tonne in the lowest grade shell.  The overall effect of 
upper capping of high-grade values resulted in a decrease of the resource grade by approximately 12%.  

An average bulk density of 2.7 tonnes per cubic metre was used to convert volume into tonnage.  The mineral 
resources were classified as indicated or inferred based interpolation into the first or second search pass as well 
as a more subjective review on the drilling density within each zone and the overall continuity of the 
mineralization. 

Mineral reserves estimate  

Pit designs were constructed from the optimum pit shells and included haulage ramps and berms.  The 2013 
year-end mineral reserve update reflects the use of a $1,300 gold price.   
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Gatsuurt Mineral Reserves  
as of December 31, 2013  

Category Tonnes 
(thousands) 

Gold Grade 
 (g/t) 

Contained Gold 
(thousands of oz) 

Total Probable  17,129 2.9 1,603 

All mineral reserves within the Central Zone and Main Zone were classified as probable as no mining production 
has occurred at Gatsuurt to date to classify mineral reserves as proven.  A cut-off grade of 1.4 g/t was used for 
this purpose. 

In July 2009, the Mongolian Parliament enacted legislation that would prohibit mineral prospecting, exploration 
and mining in water basins and forest areas in the territory of Mongolia and provides for the revocation of mining 
and exploration licenses affecting such areas.  The legislation exempts any “mineral deposit of strategic 
significance”.  If the legislation is not repealed or amended or if Gatsuurt is not designated as a “mineral deposit 
of strategic importance” that is exempt from this legislation, mineral reserves at Gatsuurt may have to be 
reclassified as mineral resources or eliminated entirely.  See the section below entitled “Environmental Matters - 
Regulatory matters, legislative changes and other matters”. 

Mineral resources estimate  

The Gatsuurt 2013 year-end mineral resources have been estimated below the mineral reserve pit design. 

The table below sets out mineral resources using a cut-off grade of 1.4 g/t in addition to mineral reserves as of 
December 31, 2013: 

Gatsuurt Mineral Resources 
as of December 31, 2013  

Category Tonnes 
(thousands) 

Gold Grade 
 (g/t) 

Contained Gold 
(thousands of oz) 

Total Indicated  5,098 2.4 398 

Total Inferred 5,475 2.5 440 

 

Mineral resources that are not mineral reserves have no demonstrated economic viability.  Additionally, inferred 
mineral resources have a large degree of uncertainty as to their existence and as to whether they can be mined 
economically.  It cannot be assumed that all or any part of the inferred mineral resources can be upgraded to a 
higher resource category. 

Metallurgical test work  

Metallurgical testing has shown that oxide and some transition ores from Gatsuurt are amenable to conventional 
cyanide leaching. Mineralized oxide and some transition material, which demonstrate recoveries in the range of 
70% to in excess of 90%, can be profitably processed at the existing Boroo mill. Between 25% and 35% of the 
gold values are recovered by gravity concentration.  Preliminary cyanidation leach tests on mineralization from 
the lower transition and fresh sulphide zones at the Central Zone has shown the ore to be refractory with gold 
recoveries only ranging from 19% to 75%.   Further testing has established flotation as an effective 
concentration method for the majority of the gold in lower transition and sulphide zone samples.   

Subsequent test work examined the effects of ultrafine grinding, and various sulphide oxidation methods to 
liberate gold from the refractory flotation concentrate.  The results showed that ultrafine grinding of flotation 
concentrate did not increase gold recovery but sulphide oxidation would result in higher gold recovery.   

During 2005, a series of studies was undertaken to determine the optimum method of gold recovery from the 
predominately refractory mineralization found in the Central and Main Zones.  A trade-off study performed by a 
third party engineering firm compared the bio-oxidation, pressure oxidation and roasting processes.  Bio-
oxidation of the sulphide concentrate was found to provide the most economic results in terms of increased 
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recovery, capital and operating costs.  In 2005, a flotation and bio-oxidation pilot plant program was completed 
to support the Gatsuurt feasibility study. A large Central Zone sample was purpose drilled for the pilot plant 
program.  Benchscale flotation, bio-oxidation and cyanide leach test work for the Main Zone have found similar 
metallurgical results as for the Central Zone. 

All bio-oxidation testing was supervised and reported to us by the proprietor of the bio-oxidation process. 

Feasibility and technical studies 

An independent consultant completed a feasibility study of the Central Zone in December 2005 employing a 
split-plant process that would utilize crushing, grinding, flotation and flotation concentrate oxidation facilities at 
Gatsuurt and shipment of oxidized concentrate and gravity concentrate to our Boroo facility for cyanidation and 
gold recovery.  The study found this approach not to be economic. 

We completed an internal study in 2005 that evaluated processing the refractory Gatsuurt ore at a modified 
Boroo processing facility.  An independent consultant was subsequently retained to provide a Technical and 
Economic Study to modify the Boroo process plant to include flotation, bio-oxidation, bio-oxidation product 
leaching and bio-oxidation utilities.  An updated feasibility study in March 2006 was produced which incorporated 
the Technical and Economic Study.  Our updated feasibility study in 2006 included a revised engineering design 
and capital cost estimate of approximately $72 million.  About $59 million for plant and infrastructure was 
estimated by the independent consultant based on the scope of work, intended level of accuracy and 
methodology presented in a report of March 2006.  Our estimate of owner’s costs and equipment amounted to 
approximately $13 million.  Our updated feasibility study in 2006 also included updated mineral reserve and 
resource estimates prepared by us, and was reviewed and approved by Roscoe Postle in May 2006.  The 
feasibility study was the basis for the May 2006 NI 43-101 Gatsuurt Technical Report. 

In 2009, we carried out negotiations with the Mongolian Government with respect to an investment agreement 
for the Gatsuurt project.  However, in April 2010, we received a letter from the Ministry of Mineral Resources and 
Energy (MMRE) stating that further discussions on an investment agreement would resume once the MMRE 
received clarification on the impact of the Water and Forest Law on the Gatsuurt licenses because such licenses 
fell within the area designated (on a preliminary basis) as being lands where mineral mining is prohibited.   

In February 2009, we authorized the expenditure of $20 million for the construction of a 55 kilometre road from 
Boroo to the Gatsuurt property and other site and infrastructure development in order to advance the mining of 
oxide ores in the Central Zone of the Gatsuurt project.  The road construction commenced in May 2009 and was 
completed in the July 2010 (and received regulatory commissioning in August 2010).  

We have also contracted with a third party engineering firm to perform the basic and detailed engineering 
required to build the additional processing facilities at Boroo for the Gatsuurt project.  In particular, this contract 
includes updating the cost estimate to purchase equipment, negotiate supply contracts and perform construction 
management for the building of the facility.  Basic engineering was completed in March 2010.  Detail engineering 
was suspended in May 2010.  The estimate (as at December 2010) of the capital costs required to complete the 
Gatsuurt project construction is $108 million. As of December 31, 2013, $34 million has been spent on pre-
production site construction and initial engineering of the proposed flotation and BIOX® facility.  Going forward, 
all development and construction activities at Gatsuurt have been suspended pending clarification of the impact 
of the Water and Forest Law on the Gatsuurt project and until final approvals and regulatory commissioning to 
commence mining are received.  Upon the resolution of the various regulatory issues and the commissioning of 
the Gatsuurt project, we expect to be able to quickly ramp up mining to stockpile the oxide and transition ores for 
haulage to the Boroo processing facility, and to re-start detailed engineering of a bio-oxidation facility.   

Mining Operations 

Mining 

Mining of the Central Zone and the Main Zone will occur during two distinct phases.  The initial phase involves 
the mining of those ores amenable to CIP processing including all the oxide ore and a portion of the transitional 
ore.  Any ore not amenable to CIP processing would be stockpiled when mined.  The mining program is planned 
with a 7.5 cubic metre shovel and a fleet of 50-tonne trucks to move the waste and ore.  As Gatsuurt is 
approximately 60  kilometres (by road) from Boroo, the ores will be recovered from the Gatsuurt stockpiles and 
hauled to Boroo using road haul truck vehicles with 40-tonne haulage capacity.  The mine is planned to operate 
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24 hours per day and seven days per week at a rate sufficient to ensure average processing of 4,800 tonnes of 
ore per day.   

The second phase of mining is the pit development to expose and mine those ores not amenable to CIP 
processing but amenable to BIOX® processing.  The mining rate and haulage rate will operate to support the 
average 4,800 tonnes per day milling rate at the modified Boroo processing facility.  

 

Processing 

Once project approvals have been received, the Gatsuurt CIP ores will be processed at the Boroo CIP facility.  
Approximately 24 months before the scheduled completion of mining and processing of the Gatsuurt CIP ores, 
construction will begin on the BIOX® plant, and associated infrastructure, in preparation of processing the 
Gatsuurt BIOX® ore. 

The processing of the Gatsuurt BIOX® ores at Boroo will require modifications and additions to the Boroo 
facility.  As the BIOX® ores from Gatsuurt require a finer grind, the instantaneous feed rate will be 5,200 tonnes 
per day (an average feed rate of 4,800 dry tonnes per day for 365 days per year) at a grind of 80% passing 75 
microns.  Following the grinding circuit, a flotation circuit composed of a rougher and scavenger circuit will be 
added to recover the sulphides and produce a concentrate with approximately 12% sulphide-sulphur and 7% of 
the original mass.  The flotation concentrate will then report to the BIOX® circuit. Following oxidation of the 
sulphides and neutralization of the slurry, the oxidized slurry will then be leached with cyanide for 24 hours and 
the gold will be recovered on carbon in a new Kemix carousel CIP circuit.  The slurry reports to the cyanide 
destruction circuit initially and then to the tailings management facility.  Flotation tailings will report to a separate 
tailings management facility that will permit the recycling of process water to the mill facility. 

An overall gold recovery of 76% (including gravity recovery) is projected for the oxide and non-refractory 
transition through the existing Boroo mill facility, and 87% total recovery (including gravity recovery) is projected 
for the refractory ores by the BIOX® treatment process.     

With respect to the modifications to the Boroo mill, an engineering firm will be engaged to provide detail 
engineering, procurement and construction management services. Capital investments for phase 2 work are 
conditional on the receipt of the necessary permits and commissions for the BIOX® facility.   

Production estimate 

Provided that the final approvals and regulatory commissioning is received for the Gatsuurt project, over the 
eight-year mine life of the Gatsuurt project, approximately 17.1 million tonnes of ore at an average grade of 2.9 
grams of gold per tonne are expected to be processed through the existing and expanded Boroo processing 
facilities and a nominal rate of 1.75 million tonnes per year and will result in approximately 1.36 million ounces of 
poured gold.  

The current mine plan will process approximately 3.6 million tonnes of CIP ore  with an average grade of 2.86 
grams of gold per tonne through the existing Boroo facility in the first two and a half operating years of the 
Gatsuurt project.  During this time, a BIOX® facility will be constructed and will be used for the processing of the 
remaining BIOX® ores totaling approximately 13.5 million tonnes with an average grade of 2.92 grams of gold 
per tonne from the Gatsuurt pit.   

Taxes and royalties  

The Gatsuurt project is not subject to a stability agreement.  The Mongolian Entity Income Tax Law imposes 
taxes on taxable income of business entities at a 10% rate for taxable income up to 3.0 billion tugriks 
(approximately $1.8 million at the December 31, 2013 foreign exchange rate) and a 25% rate for taxable income 
above this amount. The Gatsuurt project also would be required to pay a net smelter return royalty (NSR) of 3% 
to Gatsuurt LLC and a royalty to the Mongolian Government at a rate ranging from 5% to 10% of the sales value 
of gold sold, with the royalty rate determined by reference to the price per ounce of gold sold or a royalty of 2.5% 
on gold sold to the Bank of Mongolia. If Gatsuurt is designated as a deposit of strategic importance, Centerra 
expects to continue negotiations with the Mongolian Government regarding an investment agreement to 
establish and stabilize the regime applicable to the development of the Gatsuurt project. 
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Environmental matters 

General 

As part of the feasibility studies done on the Gatsuurt project, baseline studies and an environmental impact 
assessment (EIA) were developed with conclusions and recommendations made.  A detailed EIA for the 
Gatsuurt project was approved in December 2009.  However, the Government did not approve any subsequent 
annual Environmental Protection and Monitoring Plans referring to the regulatory and permitting uncertainties, 
likely related to the Water and Forest Law.  The Government continues to consider how it will apply the law.   

A comprehensive environmental baseline study was prepared for Gatsuurt in 2005 (JBR Environmental).  The 
environmental monitoring program that was established with the 2005 baseline program has expanded since 
that date with the addition of more types of monitoring and the expansion of existing monitoring programs.  This 
expanded monitoring program provides international level environmental information that will facilitate future 
operations.  This monitoring data will continue to be collected for groundwater, air and meteorological data will 
continue in the spring of 2013. Applications for the updated mine DEIA as well as various environmental permits 
and licenses for the Gatsuurt project continued.  The permitting covers the Gatsuurt project site facilities, which 
includes the workshop, fuel farm, explosive magazine, storm water diversion dam, wells, power lines, 
communication lines and administration buildings.  These mine facilities have been constructed, commissioned, 
and can be ready for operation shortly after the regulatory commissioning from the Mongolian regulatory 
authorities is received.   

The general and detailed EIAs for a road to Gatsuurt were submitted and approved during 2006.  Construction of 
the road commenced in 2009 and was completed in July 2010.   

Regulatory matters, legislative changes and other matters 

In July 2009, the Mongolian Parliament enacted the Water and Forest Law (the so called “Long Named Law”) 
which prohibits mineral prospecting, exploration and mining in water basins and forestry areas in Mongolia and 
provides for the revocation of licenses in such affected areas.  The legislation provides a specific exemption for 
“mineral deposits of strategic importance”, which would exempt the Boroo mining licenses from the application of 
this legislation.  Our Gatsuurt licenses and our other exploration license holdings in Mongolia, however, are 
currently not exempt.  Under the Minerals Law of Mongolia, Parliament on its own initiative, or, on the 
recommendation of the Government, may designate a mineral deposit as strategic.  Such designation could 
result in Mongolia receiving up to a 34% interest in the deposit.   

In March 2010, we received a letter from MRAM stating that certain of our mining and exploration licenses, 
including the Gatsuurt mining licenses, could be revoked under the Water and Forest Law.  The letter requested 
that we provide an estimate of expenses incurred in relation to each license that could be revoked and the 
compensation that we expect to receive if such licenses were to be revoked.   

In April 2010, we received a letter from the MMRE indicating that the Gatsuurt licenses were within the area 
designated, on a preliminary basis, as lands where mineral mining is prohibited under the Water and Forest Law, 
and that the MMRE would communicate with us further on negotiations with respect to an investment agreement 
for the Gatsuurt project once the MMRE received additional clarity on the impact of the Water and Forest Law on 
the Gatsuurt project.   

In November 2010, we also received a letter from the MMRE indicating that operations at the Gatsuurt project 
cannot be commenced while the implementation of the Water and Forest Law is being resolved.  Accordingly, 
further approvals and regulatory commissioning of Gatsuurt will be delayed as a result of the Water and Forest 
Law.   

In November 2010, the Mongolian Cabinet announced its intention to initiate the revocation of mineral licenses 
under the Water and Forest Law on a staged basis, beginning with the revocation of 254 alluvial gold mining 
licenses.  We have three licenses on the list of alluvial gold mining licenses that may be revoked. None of these 
licenses are material to us.  In particular, our principal Gatsuurt hardrock mining licenses were not on the list of 
alluvial licenses to be revoked.  In accordance with the Water and Forest Law, we submitted in February 2011 a 
formal request for compensation for the three licenses to be revoked, which requests were updated again in 
January 2012 as a result of the finalization in June 2011 of the list of affected alluvial mining licenses.  Based on 
preliminary and unofficial lists, we understand that 1,782 licenses could be affected in total by the Water and 
Forest Law, which includes both alluvial and hardrock licenses.   
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In February 2011, amendments to the Water and Forest Law were proposed by Mongolian alluvial miners, the 
Mongolian National Mining Association and other groups, to reduce its impact on environmentally-sound mining 
operations.  These amendments to the Water and Forest Law, which would have allowed the Gatsuurt project to 
proceed, were discussed by a Mongolian parliamentary committee in 2011 which then referred it to the 
Mongolian Parliament for further discussion.  We understand, however, that the amendments are no longer 
tabled for further discussion due to changes in the Parliament in 2012. 

The Mongolian Government has announced that it is considering taking the following actions as the next stages 
of its implementation of the Water and Forest Law: 

 preparing and submitting to the cabinet a proposal to designate as “strategic” those deposits, the 
development of which would contribute to regional social and economic development and, at the same 
time, require significant amounts of compensation 

 revoking all licenses for non-gold mining operations which utilize surface water 

 revoking all 460 gold exploration licenses and providing compensation 

 revoking all 931 non-gold exploration licenses and providing compensation 

 revoking and providing compensation to all remaining affected mining licenses 

Of our 55 Mongolian mineral licenses, 37 licenses (including the Gatsuurt hard rock licenses) are included in the 
1,782 licenses referred to in the Cabinet announcement as (on a preliminary basis) being subject to staged 
revocation.  According to statements by officials made soon after the law was first introduced, the Mongolian 
Government estimates that the total compensation due to mining companies for the revocation of their licenses 
will amount to approximately $4 billion, representing a very substantial part of Mongolia’s annual gross domestic 
product. 

In an effort to move development of Gatsuurt forward, in 2012 we entered into discussions with the Mongolian 
Government in connection with the possibility that Gatsuurt could be designated as a “strategic deposit”.  Such a 
designation would exempt Gatsuurt from the application of the Water and Forest Law, which prohibits mineral 
prospecting, exploration and mining in the area.   

A working group has been set up within the Ministry of Mining to assess all known mineral deposit that have 
significant and proven reserves and prepare recommendations to the Cabinet for the designation of certain 
deposits as “strategic”.  We have been advised that the working group has completed its work and in May 2013, 
submitted to the Mongolian Parliament a list of seven deposits, including Gatsuurt, to be added to the list of 
“mineral deposits of strategic importance”.  If the Mongolian Parliament ultimately approves this designation, 
which we expect it will consider in the first half of 2014, it would allow the Mongolian Government to acquire up 
to a 34% interest in Gatsuurt.  The terms of any such participation would be subject to negotiations with the 
Mongolian Government.   

We are reasonably confident that the economic and development benefits resulting from our exploration and 
development activities will ultimately result in the Water and Forest Law having a limited impact on our 
Mongolian activities.  There can be no assurance, however, that this will be the case.  Unless the Water and 
Forest Law is repealed or amended such that the law no longer applies to the Gatsuurt project or Gatsuurt is 
designated as a “mineral deposit of strategic importance” that is exempt from the Water and Forest Law, mineral 
reserves at Gatsuurt may have to be reclassified as mineral resources or eliminated entirely and we may be 
required to write-off the associated investment in Gatsuurt and Boroo (where the Gatsuurt ore is planned to be 
milled).  As at December 31, 2013, we had net assets recorded amounting to approximately $37 million related 
to the investment in Gatsuurt and approximately $39  million remaining capitalized for the Boroo mill facility and 
other surface structures which are expected to be utilized for the processing of ore from Gatsuurt.  Although we 
expect to exploit the Gatsuurt deposit, should this not be the case, we would be required to write-off these 
amounts.  A revocation of our mineral licenses, including the Gatsuurt mineral license, or the reclassification of 
mineral reserves or the write-off of assets could have an adverse impact on our future cash flows, earnings, 
results of operations and financial condition. 

See the section of the AIF entitled “Risks that can affect our business”. 
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Decommissioning and reclamation  

Former placer operations in the Gatsuurt valley have disturbed a large area of river alluvium and terraces and 
have impacted the water quality in streams flowing through the valley. In assuming title to the mining licenses, 
we have assumed the responsibility for reclamation and environmental rehabilitation of the placer workings after 
we have completed our mining at Gatsuurt. 

A conceptual level closure plan will be included as part of the Gatsuurt project detailed environmental impact 
assessment and/or as a separate project plan, dependent upon the outcome of the government’s ongoing 
activities to develop mine closure regulation and standards. 

According to Mongolian law, an updated detailed EIA must be submitted within five years of the anniversary date 
that the detailed EIA that was originally approved for the proponent’s mine project (the Gatsuurt detailed EIA 
was approved in 2009).  In accordance with this requirement, a revised detailed EIA must be produced for the 
Gatsuurt project in 2014.   

Significant changes are to be made to the 2009 detailed EIA in order to remove unreasonable requirements, and 
include important environmental management programs that would facilitate Gatsuurt operations.  Work has 
been initiated on production of the 2014 Revised Gatsuurt  detailed EIA. 

Regulations that stipulate closure requirements were recently promulgated in Mongolia.  Commitment to these 
closure regulations and the production of detailed closure programs will be produced in accordance with these 
new closure regulations.  This document is to be produced before startup of the mine operations would be 
allowed to proceed.  Work has begun on the first stages of this detailed EIA production project, with preparation 
of a preliminary mine plan schedule and assessment of various closure issues. 

Much of the area disturbed by placer mining is the same area where the proposed Gatsuurt open pit mining 
operation is planned. Regardless of the author of the original disturbance, any newly disturbed area would need 
to be reclaimed upon closure. Successful reclamation of the pre-law disturbances would be limited by the 
general lack of topsoil that would be available for reclamation.  Pre-law placer mining operations did not 
undertake any level of reclamation.  Topsoil collection and re-distribution is one environmental program element 
that was not enacted by the prelaw miners.  As a result topsoil will be available only from the proposed mine 
disturbances that Boroo plans to implement on undisturbed areas.    

Reclamation of placer mining areas further downstream in the valley is considered a long-term liability that could 
possibly be remedied by allowing an independent operator to re-mine the placer areas and perform 
simultaneous reclamation.   

Exploration activities 

Expenditures relating to care and maintenance at Gatsuurt totaled $0.35 million in 2013, for license fees and 
care and maintenance costs.  No exploration work has been done on the Gatsuurt property since 2011.     
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3.3 Exploration properties  

We have interests in a number of exploration properties, including: 

 100% interest in the Öksüt property in Turkey’ 

 100% interest in the ATO property in Mongolia ; 

 100% interest in the Ulaan Bulag property in Mongolia; 

 70% interest in the Kara Beldyr property in Russia; and 

 46% interest in the Dvoinoy property in Russia. 
 

We also are party to various joint venture agreements regarding the following exploration properties where our 
ownership interest in the underlying properties have not yet vested: 

 The Enez property in Turkey; 

 The Umlekan property in Russia; and  

 The Katla property in Cyprus. 
 

We are also party to an option agreement to earn 100% of the interest in the Betty/Hayes property located in the 
White Gold District, in the Yukon, Canada.  In 2013, we made the decision to withdraw from the Laogouxi project 
in China. 

In March 2013, we formed a strategic alliance with Stratex International plc to carry out exploration activities in 
the development of mineral resource opportunities within the Central Anatolian Volcanic Belt in Turkey.   

We have made a substantial commitment to exploration activities on our properties, including: 

 $20 million of budgeted exploration expenditures for 2014;  

 $29.7 million of exploration expenditures for 2013; and 

 $38.4 million of exploration expenditures in 2012.   
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Öksüt project 

 

 

Quick facts 

The Öksüt project is situated in Turkey approximately 
300 kilometres southeast of Ankara and 60 
kilometres south of Kayseri, the provincial capital. 

 

We entered into a joint venture for the Öksüt project 
in August 2009 and earned a 70% interest in the 
project in 2012 by funding $6 million in exploration.  
On January 24, 2013, we acquired the remaining 
30% of the project from joint-venture partner Stratex 
International and now control 100% of the project.  In 
February 2014, we announced the results of a 
preliminary economic assessment for the Öksüt 
project. 

193 diamond drill holes have been completed at the 
Öksüt Project for a total of 56,158 metres.   

 

Location Turkey 

Ownership 100% 

Business structure Our wholly-owned subsidiary (indirectly held), Öksüt 

Madencilik Sanayi ve Ticaret (AS) is the holder of the 

rights to mining and exploration licenses for the Öksüt 

project.  

Estimated mineral resources  

(as at December 31, 2013) 

Mineral resources do not have demonstrated economic 

viability. 

Inferred mineral resources have a great amount of 

uncertainty as to their existence and as to whether they 

can be mined economically.  It cannot be assumed that 

all or part of the inferred resources will ever be 

upgraded to a higher category. 

1,088,000 oz contained gold (indicated) 

average grade – 1.2 g/t 

tonnes – 28,894,000 

134,000 oz gold (inferred) 

average grade – 0.9 g/t 

tonnes – 4,666,000 

 

The Öksüt project was originally a joint venture project with Stratex International which was entered into in 
August 13, 2009.  Pursuant to the joint venture arrangements, we funded exploration expenses on the Öksüt 
project and earned a 70% in the project by October 2012.  On December 11, 2012, we agreed to acquire 
Stratex’s remaining 30% interest in the Öksüt property, in consideration for $20 million in cash at closing and a 
1% net smelter return (NSR) royalty on the property, subject to a maximum of $20 million on total royalty 
payments. This transaction closed on January 24, 2013 and we now own 100% of the Öksüt project.   

Stratex identified the Öksüt property in early 2007.  Reconnaissance rock chip sampling returned up to 0.113 g/t 
Au from silica ledges within altered andesitic volcanic rocks at what is now the Güneytepe (formerly Ortaçam) 
deposit.  In late 2007, Stratex made applications for tenements to cover the property and obtained a total of nine 
contiguous exploration licenses covering 111.6 square kilometres. 
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In 2008 and 2009, Stratex carried out reconnaissance and detailed geological mapping, rock and chip-channel 
sampling, soil sampling, geophysical surveys (ground, magnetic and induced polarisation), trenching, and 
diamond drilling at the Ortaçam Prospect for a total of 3,352 metres in 16 holes.   This work outlined six 
prospects within the project area: Güneytepe, Keltepe (formerly Ortaçam North), Keltepe NW (formerly Kizilağil), 
Büyüktepe (formerly Büyükmeşe), Yelibelen (formerly Kuçukmeşe), and Boztepe (formerly Devetaşi). 

Exploration activities from 2010 to 2013 included detailed geological mapping, rock and chip-channel sampling, 
grid-controlled soil sampling, stream sediment sampling, geophysical surveys (ground magnetic and induced 
polarisation), remote sensing investigations, metallurgical test work, baseline environmental studies, and 
diamond drilling at the six previously identified prospects.  The Keltepe deposit was discovered in July 2011 and 
has been the focus of the joint venture drilling since its discovery. 

In February 2014, Centerra announced a preliminary economic assessment (PEA) for the Öksüt property.  The 
resource estimate used as the basis for the PEA was made as of December 31, 2013 using a cut-off grade of 
0.2 grams per tonne of gold and a gold price of $1,300 per ounce and was announced in a news release dated 
February 5, 2014. The resource estimate consists of: (i) indicated mineral resources from the Keltepe deposit, 
estimated at 29 million tonnes grading 1.2 grams per tonne of gold for 1.1 million contained ounces of gold; and 
(ii) inferred mineral resources located at the Güneytepe deposit, estimated at 4.7 million tonnes grading 0.9 
grams per tonne of gold for 134,000 contained ounces of gold.  

Highlights of the PEA study (using a $1,300 per ounce gold price) include:  

 11 year mine life (2016 to 2027),  

 Life of mine gold production of 893,000 ounces, average annual gold production of 125,000 ounces in 
years 4 through 6,  

 Total construction capital and preproduction costs of $166 million,  

 Total sustaining capital of $9 million,  

 All-in costs per ounce sold for the project of $849,  

 All-in costs including taxes per ounce sold for the project of $914,  

 After tax net present value (NPV) of $117 million at an 8% discount rate with a 19% project internal rate 
of return,  

 Payback on construction capital and pre-production costs is expected to be 4.5 years after production 
begins.  

 Operating cash costs and all-in cost are non-GAAP measures.  See Non-GAAP Measures.   

The PEA is preliminary in nature and includes the use of inferred mineral resources that are considered 
too speculative geologically to have the economic considerations applied to them that would enable 
them to be categorized as mineral reserves. Thus, there is no certainty that the PEA will be realized. 
Actual results may vary, perhaps materially.  Mineral resources that are not mineral reserves do not have 
demonstrated economic viability. Inferred mineral resources have a great amount of uncertainty as to 
their existence and as to whether they can be mined economically.  It cannot be assumed that all or part 
of the inferred resources will ever be upgraded to a higher category. The PEA is subject to a number of 
assumptions, including, among others, that an environmental impact assessment will be completed 
within the required timelines, all required permits will be obtained in a timely manner, the Company will 
continue to have the support of local communities, a constant regulatory environment and no material 
increase occurs to the estimated costs. A full list of the relevant assumptions will be set out in the PEA.  

The PEA study envisions a conventional open pit and heap leach facility with the mining of the two pits 
completed by a local mining contractor. The heap leach pad design is based on an expected 34 million tonnes of 
ore to be stacked at a maximum rate of 11,000 tonnes per day, with a nominal crush size of 80% less than 37.5 
mm.  

Over the life of mine, mining costs are estimated to average $2.77 per tonne mined, processing costs are 
estimated to average $4.00 per tonne processed and administrative costs will average about $9 million per 
operating year.  
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To account for mining dilution and losses during the mining process, the mineral resources have had a 95% 
factor applied to the gold grades in the production schedule and are constrained by an optimized pit shell 
defined using optimization software, a gold price of $1,300 per ounce, an overall metallurgical recovery of 77%, 
and estimated average mining, processing and administrative costs. Overall pit-slope angles range from 38º to 
42º depending on the location in the pit and result in a low overall stripping ratio of 2.0 over the mine life.  

Using a gold price of $1,300 per ounce and a discount rate of 8%, the Öksüt open pit life of mine outlined in the 
PEA has an estimated project NPV (after tax) of approximately $117 million and a project internal rate of return 
of 19% after accounting for all operating costs and capital expenditures related to the open pit operation as well 
as required tax and royalty payments. Additional exploration costs going forward have not been included in the 
financial analysis.  
 

Geology  
The Öksüt Project is contained within an oxidized, high-sulphidation epithermal system.  The property lies within 
the central, eroded portion of an andesitic stratovolcano of Miocene age, which is overlain by Pliocene-aged, 
flow-banded, andesitic lava flows.  The host rocks are andesitic lava flows, pyroclastic rocks and sub-volcanic 
domes.    At the Keltepe deposit, the gold mineralization is hosted within a large diatreme breccia body with 
several phases of phreatic brecciation.   Alteration types include vuggy to locally massive quartz, sugary-textured 
quartz- alunite, quartz-kaolinite and argillically altered rocks.   Higher gold grades are mainly associated with 
massive silica and quartz-alunite alteration, phreatic breccia and fault zones.  Gold values tend to decrease 
outwards from a core of massive and brecciated silica to quartz-alunite alteration to quartz-kaolinite alteration. 

The Keltepe deposit measures approximately 550 by 250-300 metres in plan and, locally, is up to 200 metres 
thick.  The deposit remains open to the east under post-mineral volcanic rocks and to the south towards the 
smaller Güneytepe deposit. The deposit is also open at depth below the oxide/sulphide boundary where several 
holes have intersected gold and supergene copper mineralization. 
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ATO Project 

 

 

Quick facts 

The ATO project is situated in Mongolia 
approximately 440 kilometres East North East of 
Ulaanbaatar. 

We acquired the ATO project in 2010. 

262 diamond drill holes have been completed at the 
ATO Project for a total of 48,463 metres  Gold, 
silver, lead and zinc mineralization has been 
encountered at ATO. 

 

Location Mongolia 

Ownership 100% 

Business structure Our wholly-owned subsidiary (indirectly held), 

Centerra Gold Mongolia LLC, is the holder of the 

rights to mining and exploration licenses for the ATO 

project 

  

Estimated gold mineral resources  

(deposit contains silver, lead and zinc  

resources as well) 

(as at December 31, 2013) 

Mineral resources do not have demonstrated economic 

viability. 

Inferred mineral resources have a great amount of 

uncertainty as to their existence and as to whether they 

can be mined economically.  It cannot be assumed that 

all or part of the inferred resources will ever be 

upgraded to a higher category. 

Oxide 

147,000 oz contained 

gold (measured) 

average grade – 1.3 g/t 

tonnes – 3,677,000 

78,000 oz contained gold 

(indicated) 

average grade – 0.7 g/t 

tonnes – 3,294,000 

2,000 oz gold (inferred) 

average grade – 0.8 g/t 

tonnes – 87,000 

Sulphide 

318,000 oz contained 

gold (measured) 

average grade – 1.7 g/t 

tonnes – 5,986,000 

228,000 oz contained 

gold (indicated) 

average grade – 1.3 g/t 

tonnes – 5,626,000 

6,000 oz gold (inferred) 

average grade – 0.6 g/t 

tonnes – 299,000 

 

The AltanTsagaan Ovoo (ATO) deposit is wholly owned by Centerra Gold Mongolia, LLC.  The deposit is located 
in Dornod aimag, the easternmost province in Mongolia approximately 440 kilometres East North East of 
Ulaanbaatar, the capital of Mongolia.   
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The ATO deposit is located on the TsagaanOvoo license, which was acquired by us early in 2010.  Beginning in 
May 2010 and through December 2013, we carried out a significant amount of exploration work, including 
geologic mapping, stream-sediment sampling, grid-soil sampling, geophysical surveys (ground and airborne 
magnetic surveys, IP and gravity), trenching, and extensive diamond drilling.  

At ATO, gold (Au), Silver (Ag), Lead (Pb) and Zinc (Zn) mineralized rock has been encountered in three pipe-like 
bodies.   

As of December 2013, 262 diamond drill holes have been completed for a total of 48,463 metres.  2013 
exploration expenditures for the ATO project totalled $3.7 million compared to $6.0 million in 2012. 

MRAM accepted a Reserves and Resources report for the ATO deposit in June 2012, and a mining license was 
granted in late August 2012. Exploration activity at ATO included step-out drilling around the deposit in the 
second half of 2012 and testing of nearby prospects. Drilling results closed off portions of the pipe-like bodies at 
ATO and identified several new zones on the eastern flanks of the system.  The drilling results, together with 
results from metallurgical test work, were used to update the ATO resource at the end of 2012.  Drilling in 2013 
did not result in any significant change to the ATO resource. 

Geology 

ATO is situated in the Pb-Zn-Ag Onon mineral province that straddles the Devonian through Late Jurassic 
Mongol-Okhotsk tectonic collage emplaced along a transform-continental margin between the Siberian and 
North China Cratons.  Precious and base-metal mineralized rock at ATO occurs in three vertically plunging, 
veined breccia bodies clustered along a 800 metre long mineralized corridor that cuts Permian strata and 
volcaniclastic rock, as well as Mesozoic sedimentary rock. The mineralized pipes are, in turn, cut by largely flat-
lying post-mineral Mesozoic dikes. The central and northwesterly pipes are partially exposed whereas the 
southeasterly one is completely concealed. Plan morphology of mineralized rock in the three pipes generally 
remains constant with increasing depth to about 200 metres. The dominant alteration minerals in the pipes are 
magnesian chlorite (clinochlore), present typically in matrix supported sulfidized breccia and phlogopitic white 
mica, which increases in abundance with depth. 

Mineral resource estimate 

The initial resource estimate for the ATO project in Mongolia has a measured and indicated resource of 824,000 
ounces of contained gold together with silver, lead and zinc and an inferred resource of 26,000 ounces of 
contained gold together with silver, lead and zinc. Extensive metallurgical test work done in 2012 resulted in 
revised lower process recovery and net smelter return assumptions for the sulphide mineralization, which, in 
turn, lowered the contained gold resources from the December 31, 2011 estimate. Mineral resources are not 
mineral reserves and do not have demonstrated economic viability. Inferred mineral resources have a great 
amount of uncertainty as to their existence and as to whether they can be mined economically.  It cannot be 
assumed that all or part of the inferred resources will ever be upgraded to a higher category 
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Kara Beldyr  

 

Quick facts 

The Kara Beldyr project is situated 160 
kilometres east south east of Kyzl, capital of 
the Tyva Republic in Russia. 

We earned a 50% interest in the Kara Beldyr 
project in 2010 and a further 20% interest in 
2012. 

174 diamond drill holes have been completed 
at the Kara Beldyr project for a total of 29,563 
metres.   

 

Location Russia 

Ownership 70% 

Business structure Our wholly-owned subsidiary, Centerra 

Exploration BV, holds a 70% interest in the 

Kara Beldyr project pursuant to an option/joint 

venture agreement 

Estimated mineral resources 

(as at December 31, 2013) 

(presented on a 100% basis) 

Mineral resources do not have demonstrated economic 

viability. 

Inferred mineral resources have a great amount of uncertainty 

as to their existence and as to whether they can be mined 

economically.  It cannot be assumed that all or part of the 

inferred resources will ever be upgraded to a higher category. 

289,000 oz contained gold (indicated) 

average grade – 2.4 g/t 

tonnes – 3,790,000 

211,000 oz gold (inferred) 

average grade – 2.0 g/t 

tonnes – 3,354,000 

 

The Kara Beldyr project is a joint venture with Auriant Mining Company, a Swedish junior company listed on the 
Nordic Growth Market in Stockholm.  The project is located in the Tyva Republic, Russia, approximately 160 km 
(90km by highway) east south east of Kyzyl, the capital city of the Tyva Republic.  The Kara Beldyr prospect is 
located in the Eastern part of the Altai – Sayan Orogenic belt and the western segment of the Mongol – Okhotsk 
trend.  Kara Beldyr prospect is located in the upper sheds of the Yenisei River at elevations from 1,050 to 1,750 
metres. 

Pursuant to an option/joint venture agreement with Auriant entered into on September 3, 2008, we have the right 
to earn a 50% interest in the property by spending a total of $2.5 million over three years after which we have a 
one-time option to earn an additional 20% interest in the property by spending an additional $4 million over a 
further four-year period.  In August 2010, we earned a 50% interest in the property, and in January 2012, we 
earned an additional 20% in the property, bringing our aggregate interest to 70%.   

The Kara Beldyr property covers a number of prospects identified by Russian exploration work completed in the 
1970s and 1980s.  Prior to 2009, the prospects had not been explored using modern exploration concepts.  
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Beginning at end of 2008 and through 2012, the Kara Beldyr joint venture, under Centerra’s supervision, has 
carried out a significant amount of exploration work in the area, including geologic mapping, grid soil sampling, 
geophysical surveys (ground magnetic and D-D IP surveys, trenching, and diamond drilling.  Based on this work, 
four gold bearing zones have been identified – the Gord, Ezen, Camp and Baran zones.  Diamond drilling has 
been carried out on all four zones and several other exploration targets.  Preliminary metallurgical testwork has 
been completed on the Gord zone with positive preliminary results.   

Drilling in 2012 at Kara Beldyr focused on expanding and infilling the Camp Zone, a 600 metre-long zone of 
auriferous, dike-filled structures, and testing other exploration targets on the license.  In 2013, drilling was 
completed along the full strike extent of the Camp Zone in the first quarter. Results were reviewed and it was 
decided to terminate further exploration program, focus on final Reserve and Resource Report and confirm it 
with GKZ in 2014.  

Geology 

The geology of the Kara Beldyr area consists of volcano-sedimentary rocks, intruded by diorite.  The Gord zone 
is confined to diorite and controlled by a northeast-striking fault zone, which dips 70 degrees to the southeast.  
Similar parallel faults control mineralization at the Ezen, Camp and Baran Zones. 

The Gord Zone consists of gold mineralization within dioritic rocks altered to quartz, sericite, iron carbonate and 
pyrite.  The width of strongly altered rocks in the Gord Zone varies from 10 to 50 meters.  The Gord Zone has 
been traced for almost 800 meters along strike and tested with drilling to a depth of approximately 200 metres. 

Drill samples are being collected at primarily one metre intervals using half of the HQ diameter core.  Samples 
are being prepared on site and analyzed by Alex Stewart Group laboratory in Moscow, Russia.  Fire assaying is 
being used to analyze for gold with a gravimetric finish for all analyses reported > 5 g/t Au.  Base metals are 
being analyzed by atomic absorption.  ICP determinations of specially selected holes are also being completed 
in the Alex Stewart Group laboratory in Moscow.  A comprehensive quality assurance/quality control program is 
being employed throughout the sampling and analytical program, and includes suitable numbers of blanks, 
standards and core duplicates.   

Mineral resource estimate 

The initial resource estimate on a 100% basis for the Gord Zone includes an indicated resource of 289,000 
ounces of contained gold and an inferred resource of 211,000 ounces of contained gold.  We hold a 70% equity 
interest in the property.  Mineral resources are not mineral reserves and do not have demonstrated economic 
viability. Inferred mineral resources have a great amount of uncertainty as to their existence and as to whether 
they can be mined economically.  It cannot be assumed that all or part of the inferred resources will ever be 
upgraded to a higher category. 
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Other exploration properties  
 

Mongolia – Ulaan Bulag 

Ulaan Bulag is a small satellite resource located 15 km east southeast of the Boroo mine. 176 diamond drill 
holes have been completed at the Ulaan Bulag prospect for a total of 17,503 metres.  Ulaan Bulag mineralization 
is primarily confined and controlled by the Ulaan Bulag structure, which dips gently to the west and south.  The 
bulk of mineralization is confined to the footwall of the structure.  Gold mineralization extends for approximately 
600 meters within a narrow corridor from 100 to 150 meters wide.  Currently, Ulaan Bulag contains an indicated 
resource of 73,000 ounces of gold at an average grade of 1.5 g/t and tonnes of 1,555,000 and an inferred 
resource of 13,000 ounces at a grade of 1.3 g/t gold and tonnes of 315,000.   
 
Mineral resources do not have demonstrated economic viability.  Inferred mineral resources have a great 
amount of uncertainty as to their existence and as to whether they can be mined economically.  It cannot be 
assumed that all or part of the inferred resources will ever be upgraded to a higher category. 
 
Mongolia – Mungu 
Mungu is an exploration target located immediately northeast of the ATO deposit.  37 diamond drill holes have 
been completed at the Mungu prospect for a total of 12,545 metres.  Mungu mineralization is apparently 
confined to a steeply dipping structure which may be connected to the northern part of ATO Pipe #4.  Gold-silver 
mineralization extends for more than 400m along strike and remains open in one or both directions.  
Mineralization includes a vertically restricted zone with bonanza grades.  Resource estimates have not yet been 
carried out on the Mungu prospect. 

Turkey – Enez 

We entered into an option/joint venture agreement with Stratex International covering the Altunhisar property in 
central Turkey on May 13, 2011.  The agreement was amended in 2013 to substitute the Enez property in 
northwestern Turkey for the Altunhisar property.  We have the right to earn a 51% interest in the property by 
spending a total of $1.5 million over three years, including a minimum commitment of US$500,000 in the first 
year, after which we have an additional right to earn a further 24% in the property by spending an additional $2 
million over a further two-year period.  Thereafter, the parties shall further fund the exploration and development 
of the Enez property proportionate to their respective interests.   

Exploration on the property commenced in late 2013 with a soil sampling program over areas of known alteration 
and geochemical anomalism.  Work in 2014 will comprise further soil sampling, rock chip sampling, geological 
mapping and magnetic/IP geophysical surveying with the aim of defining targets for drill testing in the latter half 
of 2014. 

Russia – Dvoinoy 

We entered into an option agreement with Vintrinex Limited on May 12, 2011, covering the Dvoinoy project 
located in the Amur region of eastern Russia.  We have the right to earn a 40% interest in the property by 
spending a total of $4 million over three years after which we have a one-time option to earn an additional 20% 
interest in the property by spending an additional $7 million over a further 3-year period.  Thereafter, the parties 
would fund the exploration and development of the Dvoinoy property proportionally to their respective interests.  
In January 2013, we earned our 40% interest in the property and are now funding on a pro rata basis with our 
joint venture partner.   

In 2012 and 2013, three drilling campaigns were completed on the Dvoinoy property to test several gold targets 
on the property. 48 diamond drill holes have been completed at the Dvoinoy prospect for a total of 14,601 
metres.  Exploration on the Dvoinoy prospect identified a coherent zone of low grade gold mineralization roughly 
400 metres X 750 metres in plan, consisting of two or more gently southward dipping tabular to arcuate zones 
tens of meters in thickness.  Mineralization is associated with moderate to strong propylitic alteration containing 
percent levels of disseminated pyrite.   
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Russia – Umlekan 

We entered into an option agreement with Aselan Ventures Limited in December 10, 2012 covering the Umlekan 
property located in the Amur region of eastern Russia.  Umlekan adjoins the Dvoinoy Joint Venture and includes 
several drill ready gold and gold-copper targets. We have a right to acquire a 50% interest in the property by 
spending a total of $6 million over four years.  Thereafter the parties would fund the exploration and 
development of the Umlekan property proportionally to their respective interest.  The 2013 exploration program 
tested several discrete copper-gold targets with programs of initial drilling and expanded surface mapping, rock-
chip sampling, soil and geophysical surveys across the balance of the license.  Defined prospects include a 
combination of porphyry and epithermal targets. 

Cyprus – Katla 

We entered into an option agreement with Northern Lion Gold Corp. on April 3, 2013 covering the Katla property 
located in the Troodos Massif, Central Cyprus.  We have the right to earn a 51% interest in the property by 
spending a total of $3 million over three years after which we will have a one-time option to earn an additional 
19% by spending an additional $3 million over a further two year period.  Thereafter, the parties would fund the 
exploration and development of the Katla property proportionally to their respective interests.   

Exploration work in 2013 resulted in the discovery of a mineralised debris flow at the Mavroyi Prospect in the 
central southern part of the JV area.  This prospect will be the focus of exploration activities in 2014.  Exploration 
activities will comprise detailed geological mapping, soil and rock chip sampling, and magnetic/IP geophysical 
surveys.  Dependent upon the results of this work, a drilling program is contemplated for the latter half of 2014. 
 
Canada - Betty Hayes 
 
We entered into an option agreement with Wildwood Exploration Inc. (Wildwood) on December 17, 2013 
covering the Betty and Hayes properties located in Yukon, Canada.  We have the right to earn a 100% interest 
in the property, subject to a 2.0% net smelter return royalty in favour of Wildwood, by: (i) spending a total of $3.5 
million in work on the property; and (ii) making payments to Wildwood of $2.25 million, in each case, over a five 
year period.  Exploration activities in 2014 are expected to comprise detailed geological mapping, soil and rock 
chip sampling, and magnetic/IP geophysical surveys. 
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4. Governance 

4.1 Directors and officers 

The following tables set out the directors and executive officers of Centerra Gold Inc. as at December 31, 2013.  
The term of office for each of the directors will expire at the time of our next annual shareholders meeting, 
scheduled for May 8, 2014.  Each of the directors was elected to his or her present term as a director by our 
shareholders at the annual meeting of our shareholders held on May 10, 2013, other than Mr. Kylychbek 
Shakirov who was appointed by directors on July 31, 2013. 

Directors 

Director Board committees Principal occupation or employment 

Ian Atkinson 

Toronto, Ontario, Canada 

Director since January 2, 2013 

None President and Chief Executive Officer of Centerra since 
May 2012 

Senior Vice President, Global Exploration of Centerra 
from 2010 to May 2012 

Vice President, Exploration of Centerra from 2005 to 
2010 

Richard W. Connor 

Columbine Valley, Colorado, USA 

Director since June 5, 2012 

Audit (Chair) 

Human Resources and 
Compensation 

Corporate Director 

Partner with KPMG LLP from 1980 to 2009 

Raphael A. Girard 

Ottawa, Ontario, Canada 

Director since August 19, 2010 

Corporate Social 
Responsibility (Chair) 

Human Resources and 
Compensation 

Nominating and Corporate 
Governance 

Public Policy and International Business Consultant 
since 2003 

Director of Gabriel Resources Ltd. From 2005 to 2010 

Canadian Ambassador to Romania from June 2000 to 
July 2003 

Canadian Ambassador to the Federal Republic of 
Yugoslavia from June 2000 to July 2003. 

Karybek Ibraev 

Bishkek, Kyrgyz Republic 

Director since August 19, 2010 

Corporate Social 
Responsibility 

Reserves (Co-Chair) 

Safety, Health and 
Environmental 

Consultant with the Extractive Industries Transparency 
Initiative (EITI) Secretariat in the Kyrgyz Republic   

Executive Director to the Kyrgyz Mining Association 
from 2008 to 2009 

Stephen A. Lang 

Columbia, Missouri, USA 

Director since June 17, 2008 

Corporate Social 
Responsibility 

Nominating and Corporate 
Governance Reserves 

Chair of Centerra 

Director at International Tower Hill Mines Ltd. (Chair) 
and Allied Nevada Gold Corp. 

President and Chief Executive Officer of Centerra from 
June 2008 to May 2012 

Vice President and Chief Operating Officer of Centerra 
from December 2007 to June 2008 

John W. Lill 

Toronto, Ontario, Canada 

Director since December 30, 2009 

Safety, Health and 
Environmental 

Corporate Social 
Responsibility 

Reserves (Co-Chair) 

Chief Executive Officer of Intergeo Management Ltd., a 
company with mineral properties in Russia, since 2011 

President and Chief Executive Officer of FNX Mining 
Corporation from 2007 to 2008 
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Director Board committees Principal occupation or employment 

Amangeldy Muraliev 

Bishkek, Kyrgyz Republic 

Director since August 19, 2010 

Nominating and Corporate 
Governance 

Safety, Health and 
Environmental 

Chairman of the board of directors of Kyrgyzaltyn JSC 

First Vice Prime Minister of the Interim Government of 
the Kyrgyz Republic during 2010. Adviser at the Ministry 
of Economic Development and Trade of the Kyrgyz 
Government from January 2009 to January 2010 

President of the Federation of Football of the Kyrgyz 
Republic from October 2005 to December 2008 

Prime Minister of the Kyrgyz Republic from 1999 to 2000 

Sheryl K. Pressler 

Atlanta, Georgia, USA 

Director since May 7, 2008 

Audit 

Nominating and Corporate 
Governance (Chair)  

Corporate Director and an investment and strategy 
consultant in Atlanta, Georgia 

Director of ING Mutual Funds 

Director of Stillwater Mining Company from May 2002 to 
May 2013 

Terry V. Rogers 

McCall, Idaho, USA 

Director since February 1, 2003 

Audit 

Human Resources and 
Compensation (Chair) 

Reserves 

Corporate Director and Independent Lead Director of 
Centerra 

Senior Vice-President and Chief Operating Officer of 
Cameco Corporation from 2003 to June 2007 

Kylychbek Shakirov 

Bishkek, Kyrgyz Republic  

Director since July 31, 2013 

None Deputy Chairman, Kyrgyzaltyn JSC’s Management 
Board, Economics and Finance 

Director, Bakai Bank JSC from May 2012 to February 
2013.   

Financial Controller of Bosch Automotive Products 
(China) from January 2010 to July 2011. Prior to this, he 
was an intern at Bosch (in China and Germany offices) 
from September 2009 to December 2009, and March 
2009 and September 2009 respectively.  Prior to this, 
Mr. Shakirov was studying at the Eberhard Karls 
University in Germany.   

Bruce V. Walter 

Toronto, Ontario, Canada 

Director since May 7, 2008 

Reserves 

Safety, Health and 
Environmental (Chair) 

Vice Chair of Centerra (part time) 

Director and officer of Dynatec Corporation from 2002 to 
2007 (Vice Chairman from 2002 to 2005 and President 
and Chief Executive Officer from 2005 to 2007)  

Executive officers  

Officer Principal occupation in past 5 years 

Ian Atkinson 

Toronto, Ontario, Canada 

President and Chief Executive Officer 

Senior Vice President, Global Exploration of Centerra 
from 2010 to May 2012 

Vice President, Exploration of Centerra from 2005 to 
2010 

Jeffrey S. Parr 

Oakville, Ontario, Canada 

Vice President and Chief Financial Officer 

Vice President and Chief Financial Officer of Centerra 
since July 2008 

Vice President, Finance of Centerra from 2006 to June 
2008 
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Officer Principal occupation in past 5 years 

Gordon D. Reid 

Oakville, Ontario, Canada 

Vice President and Chief Operating Officer 

Vice President and Chief Operating Officer of Centerra 
since January 2013 

Vice President, Operations of Centerra from March 2009 
to January 2013 

President, Kumtor Operating Company from 2007 to 
March 2009 

Ronald Burk 

Toronto, Ontario, Canada 

Vice President, Exploration 

Vice President, Exploration of Centerra since March 
2014 

Vice President of Exploration of Silver Standard 
Resources Inc. from January 2012 to July 2013 

Chief Geologist of Silver Standard Resources Inc. from 
October 2004 to January 2012 

Frank H. Herbert 

Oakville, Ontario, Canada 

General Counsel and Corporate Secretary 

General Counsel and Corporate Secretary of Centerra 
since November 2004 

Dennis C. Kwong 

Toronto, Ontario, Canada 

Vice President, Business Development 

Vice President, Business Development of Centerra since 
October 2008 

Anthony J. Meade 

Toronto, Ontario, Canada 

Vice President, Human Resources and Administration 

Vice President, Human Resources and Administration of 
Centerra since 2012. 

Vice President, Human Resources of Kumtor Operating 
Company from 2005 to 2012.  

Other information about our directors and officers 

Share ownership 

As a group, our directors and executive officers beneficially own, control or direct, or exercise control or direction 
over, directly or indirectly, 277,341 common shares representing less than 1% of our total outstanding common 
shares. 

Cease trade orders 

To our knowledge, no director or executive officer of Centerra is or has been in the last ten years a director, chief 
executive officer or chief financial officer of any company that:  

 was subject to an order that was issued while the director or executive officer was acting in the capacity 
as director, chief executive officer or chief financial officer, or  

 was subject to an order that was issued after the director or executive officer ceased to be a director, 
chief executive officer or chief financial officer and which resulted from an event that occurred while that 
person was acting in the capacity as director, chief executive officer or chief financial officer.  

For the purposes of the foregoing, “order” means (i) a cease trade order, (ii) an order similar to a cease trade 
order, or (iii) an order that denied the relevant company access to any exemption under securities legislation, in 
effect for a period of more than 30 consecutive days. 

Bankruptcy and insolvency 

To our knowledge, no director or executive officer of Centerra, or a shareholder holding a sufficient number of 
securities of Centerra to affect materially the control of Centerra:  
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 is or has been within the last 10 years a director or executive officer of any company that, while that 
person was acting in that capacity, or within a year of that person ceasing to act in that capacity, became 
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was subject to or 
instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver 
manager or trustee appointed to hold its assets, or  

 has within the last 10 years become bankrupt, made a proposal under any legislation relating to 
bankruptcy or insolvency, or become subject to or instituted any proceedings, arrangement or 
compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets 
of the director, executive officer or shareholder.  

Penalties and other sanctions 

To our knowledge, no director or executive officer of Centerra, or a shareholder holding a sufficient number of 
securities of Centerra to affect materially the control of Centerra, has been the subject of:  

 any penalties or sanctions imposed by a court relating to securities legislation or by a securities 
regulatory authority or has entered into a settlement agreement with a securities regulatory authority; or 

 any other penalties or sanctions imposed by a court or regulatory body that would likely be considered 
important to a reasonable investor in making an investment decision. 

Bruce Walter is currently the subject of proceedings before the Ontario Securities Commission (the OSC).  
According to the Statement of Allegations by the OSC, a copy of which can be found at the OSC website, the 
OSC alleges that Mr. Walter and a business colleague engaged in insider trading and conduct contrary to the 
public interest in connection with an acquisition of a publicly traded company which was completed in 2011.  The 
OSC seeks an order that, among other things, would require Mr. Walter to resign all positions he holds as an 
officer or director of any publicly traded company.  The allegations against Mr. Walter have not been 
substantiated.  The hearing of this matter occurred in 2013 and no decision has been rendered to date.   

4.2 Committees 

The Board and management believe that sound and effective corporate governance is essential to our 
performance.  We have adopted certain practices and procedures to ensure that effective corporate governance 
practices are followed and that the Board functions independently of management.  The Board carries out its 
responsibilities directly and through the following committees:  

 Audit Committee 

 Corporate Social Responsibility Committee 

 Human Resources and Compensation Committee  

 Nominating and Corporate Governance Committee 

 Reserves Committee  

 Safety, Health and Environmental Committee 

 Special Committee 
 

A discussion of our approach to corporate governance and other committees can be found in our management 
information circular prepared in connection with our most recent annual meeting of shareholders. 

Audit committee 

The Audit Committee is responsible for assisting the Board in fulfilling its oversight responsibilities in relation to 
the following: 

 the integrity of our financial statements 

 our compliance with legal and regulatory requirements (other than with respect to health, safety and the 
environment) 

 compliance with our Code of Ethics for employees 

 the qualifications and independence of our external auditor 
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 the design and implementation of internal controls over financial reporting and disclosure controls 

 management of financial risk delegated by the Board 

 related party transactions 

 the performance of our internal audit function and independent auditor 

 any additional matters delegated to the Audit Committee by the Board 

Audit committee charter 

A copy of the Audit Committee’s revised charter is attached as Schedule A to this AIF and is also available on 
our website at www.centerragold.com. 

Composition of the Audit Committee 

The Audit Committee is comprised of Richard W. Connor (Chair), Sheryl K. Pressler and Terry V. Rogers.  Each 
member of the Audit Committee is independent and financially literate within the meaning of National Instrument 
52-110 – Audit Committees of the Canadian Securities Administrators.   

Relevant educational experience 

Richard W. Connor, a director and Chair of our Audit Committee, has over 25 years of experience as an audit 
partner with KPMG LLP in the United States, principally for publicly traded clients in a variety of industries, 
including Energy and Mining, and Media and Telecommunications.  Mr. Connor retired from KPMG LLP in 2009, 
where he served as the Office Managing Partner of the KPMG Denver Office from 1996 to 2008.  Mr. Connor 
was elected to the partnership in 1980 and was appointed to the firm’s SEC Reviewing Partners Committee in 
1987.  Mr. Connor earned his BS degree in Accounting from the University of Colorado.  He is a member of the 
American Institute of Certified Public Accountants and the Colorado Society of Certified Public Accountants.  Mr. 
Connor currently serves as a director of Antero Resources Ltd. and the Zayo Group LLC. 

Sheryl K. Pressler, a director, is currently an investment and strategy consultant in Atlanta, Georgia.  From 
2002 to 2013, she served as a director of Stillwater Mining Company, from 2000 to 2001, she served as Chief 
Executive Officer of Lend Lease Real Estate Investments-United States and from 1994 to 2000, she served as 
Chief Investment Officer of California Public Employees’ Retirement System.  Prior to that, she was responsible 
for the investment management of the retirement funds for the McDonnell Douglas Corporation.  Ms. Pressler 
received a Bachelor of Arts degree from Webster University and a Master of Business Administration degree 
from Washington University.  Ms. Pressler currently serves on the board of directors of ING Mutual Funds.  She 
also serves on several advisory and not-for-profit boards. 

Terry V. Rogers, a director, served as Senior Vice President of Cameco until his retirement in June 2007 and 
has more than 30 years of experience in coal, gold, lignite and uranium mining operations.  Prior to being 
appointed as Senior Vice President and Chief Operating Officer of Cameco in 2003, he served as President of 
the Kumtor Operating Company in the Kyrgyz Republic.  Before his association with Cameco, Mr. Rogers served 
with Morrison-Knudsen Company and its subsidiaries at a variety of operating sites worldwide and in the 
corporate headquarters in Boise, Idaho.  His assignments included Managing Director, Technical for MIBRA 
GmbH in Leipzig, Germany, a company producing lignite from three open cast mines and generating electricity 
at three coal fired power stations.  He also served as President of the Jerooy Gold Company, worked for MK 
Gold Company in the Kyrgyz Republic and served as General Manager of American Gold Mining Joint Venture 
with MK Gold in southern California.  He received an Associate Degree in Applied Science from the Superior 
Technical Institute in Wisconsin in 1972. Mr. Rogers currently serves on the board of directors of Hecla Mining 
Company. 

External audit pre-approval procedures 

As part of our corporate governance practices, under our Audit Committee charter, the Audit Committee is 
required to pre-approve the audit and non-audit services performed by external auditors in accordance with 
applicable law. 

http://www.centerragold.com/
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Fees paid to external auditors 

Audit, tax and other fees billed by our external auditor, KPMG LLP, in respect of the years ended December 31, 
2013 and December 31, 2012 are set out below.  

 

2013 

($) 

% of total fees 

(%) 

2012 

($) 

% of total fees 

(%) 

Audit fees 789,100 78.9 713,870 72.3 

Audit-related fees
(1)

 164,000 16.4 172,900 17.5 

Tax fees
(2)

 46,944 4.7 46,541 4.7 

All other fees
(3)

 0 0 54,451 5.5 

Total fees 1,000,044  987,762  

   
Notes:   

(1) Audit related fees included interim reviews of Centerra Gold Inc. and its Kyrgyz and Mongolian entities.   

(2) Tax fees comprise amounts billed for tax compliance and advisory services. 
(3) All other fees are for comparison of tax and royalty rates among different jurisdictions. 

4.3 Interest of management and others in material transactions 

A description of the material transactions entered into during the three years prior to the date of this AIF or 
during the current financial year with any director, executive officer or shareholder of Centerra or any associate 
or affiliate of such person that has materially affected or is reasonably expected to materially affect Centerra can 
be found under the heading Management’s Discussion and Analysis – Related Party Transactions in our MD&A 
for the year ended December 31, 2013. 
 



 

 
 
Centerra Gold Inc 
2013 Annual Information Form Page 109 

5. Risks that can affect our business 
There are risks associated with every business.  Below are the risk factors that Centerra believes can have a 
material effect on the profitability, future cash flow, earnings, results of operations, stated reserves and financial 
condition of the company.  If any event arising from these risks occurs, the company’s business, prospects, 
financial condition, results of operations or cash flows could be adversely affected, the trading price of Centerra’s 
common shares could decline and all or part of any investment may be lost. Additional risks and uncertainties 
not currently known to the company, or that are currently deemed immaterial, may also materially and adversely 
affect the company’s business operations, prospects, financial condition, results of operations or cash flows.   
You should note that the following is not, however, a complete list of the potential risks we face.  Additional risks 
and uncertainties not currently known to us, or that are currently deemed immaterial, may also materially and 
adversely affect our business operations, prospects, financial condition, results of operations or cash flows. 

STRATEGIC 

Country, Political & Regulatory 

Centerra’s principal operations and mineral resources are located in the Kyrgyz Republic, Mongolia and 
Turkey and are subject to country risk 

Our mining operations and gold exploration activities are affected in varying degrees by political stability and 
government regulations relating to foreign investment, social unrest, corporate activity and the mining business 
in the countries in which we operate, explore and develop properties. Operations may also be affected in varying 
degrees by terrorism, military conflict or repression, crime, extreme fluctuations in currency rates and high 
inflation in Central Asia. The relevant governments have entered into contracts with us or granted permits, 
licenses or concessions that enable us to conduct operations or exploration and development activities. 
Notwithstanding these arrangements, our ability to conduct operations or exploration and development activities 
is subject to obtaining and/or renewing permits or concessions (including a certificate of temporary land use in 
relation to its concession area around the Kumtor project, which was issued in 2010 and then purported to have 
been cancelled in 2012 and is subject to a further claim of invalidation in 2013, as well as permits and 
concessions to begin mining activities at the Gatsuurt project), changes in laws or government regulations or 
shifts in political attitudes beyond our control.   

All of our current gold production and our principal mineral reserves and resources are derived from assets 
located in the Kyrgyz Republic, Mongolia, and Turkey, countries that have experienced political difficulties in 
recent years including, in the case of the Kyrgyz Republic, civil unrest in April 2010 that resulted in the ouster of 
the incumbent President and, in the case of Turkey anti-government protests as well as unrest following 
investigations initiated in December 2013 into alleged government corruption.  Accordingly, there continues to be 
a risk of future political instability. 

We do not currently carry political risk insurance covering our investments in the Kyrgyz Republic, Mongolia or 
Turkey.  From time to time, we assess the costs and benefits of maintaining such insurance.  Recent increases 
in political risk in the Kyrgyz Republic combined with adverse insurance market conditions for political risk 
insurance for this region resulted in conditions in which continuing political risk insurance coverage was not 
feasible.  There can be no assurance that, if we chose to obtain it, political risk insurance would be available to 
us, or that particular losses we may suffer with respect to our foreign investments will be covered by any 
insurance that we may obtain in the future. Any such losses could have an adverse impact on our future cash 
flows, earnings, results of operations and financial condition. 

Resource nationalism could adversely impact Centerra’s business  

The strength in commodity prices in recent years has resulted in companies in the mining and metals sector 
being targeted to raise government revenue, particularly as governments struggled with deficits and concerns 
over the effects of depressed economies. Governments are continually assessing the fiscal terms of the 
economic rent for mining companies to exploit resources in their countries. Numerous countries, including the 
Kyrgyz Republic and Mongolia, have in the past introduced changes to their respective mining regimes that 
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reflect increased government control or participation in the mining sector, including, but not limited to, changes of 
laws or governmental regulations affecting foreign ownership, mandatory government participation, taxation and 
royalties, labour mine safety, exchange rates, exchange controls, permitting and licensing of exploration 
development and production, land use restrictions, annual fees to maintain mineral properties in good standing, 
price controls, export controls, export and import duties, restrictions on repatriation of income or return of capital, 
environmental protection, as well as requirements for employment of local staff or contractors, and contributions 
to infrastructure and social support systems. Our operations may be affected in varying degrees by such laws 
and government regulations.  

There can be no assurance that industries deemed of national or strategic importance like mineral production will 
not be nationalized.  Government policy may change to discourage foreign investment; renationalization of 
mining industries may occur; or other government limitations, restrictions or requirements not currently foreseen 
may be implemented.  There can be no assurance that our assets will not be subject to nationalization, 
expropriation or confiscation, whether legitimate or not, by any authority or body. While there are often provisions 
for compensation and reimbursement of losses to investors under such circumstances, there is no assurance 
that such provisions would effectively restore the value of our original investment or that such restoration would 
occur within a reasonable timeframe. There also can be no assurance that the laws in these countries protecting 
foreign investments will not be amended or abolished or that these existing laws will be enforced or interpreted 
to provide adequate protection against any or all of the risks described above. Furthermore, there can be no 
assurance that the agreements we have with the governments of these countries will prove to be enforceable or 
provide adequate protection against any or all of the risks described above. 

The Kumtor project has, in recent years, been threatened with nationalization.  During 2012, a Parliamentary 
Commission proposed to the Kyrgyz Parliament a Draft Decree which called for the cancellation of the Kumtor 
Project Agreements and the creation of a new state-owned Kyrgyz Republic entity to assume control over 
Kumtor which if approved and given full effect by the Kyrgyz Government, would have, in substance, resulted in 
the nationalization of Kumtor.  In late June 2012, the Kyrgyz Parliament voted against the Draft Decree and 
instead adopted an alternative resolution (2117-V).  In addition, in February 2013, the Kyrgyz Parliament 
adopted Decree 2805-V (described in greater detail below) which recommends that the Kyrgyz Government 
conduct negotiations with Centerra with a view to revising the Kumtor Project Agreements and, if the parties 
cannot agree on mutually acceptable terms within three months’ time, instructs the Kyrgyz Government to take 
certain actions with respect to the Kumtor project, including among other things, to unilaterally terminate the 
Kumtor Project Agreements, invalidate the legislation which provides for the tax regime set out in the Kumtor 
Project Agreements, confiscate land plots granting surface rights in relation to the Kumtor Project and 
authorizing measures to have Kumtor Operating Company pay fines and other charges for violations of 
environmental, mining and geological and subsoil legislation.  Such actions, in substance, also would result in 
the nationalization of Kumtor.  Furthermore, in April 2013, an initiative group led by Mr. Beknazarov A.A. 
submitted a draft law “On Denunciation of the Agreement for the Kumtor Project” (Law on Denunciation) for 
consideration by the Kyrgyz Parliament.  The draft Law on Denunciation “denounces” the ANT entered into on 
April 29, 2009 and recognizes as invalid all other agreements associated with the ANT (namely, the agreements 
governing the Kumtor project) and calls for the Government to bring all of its decisions in accordance with the 
Law on Denunciation.  Although, to date, the Draft Decree and the Law on Denunciation have not been 
approved by Parliament and the Kyrgyz Government has not acted upon the actions threatened in Decree 2805-
V, there can be no assurance that subsequent resolutions will be brought before, or adopted by, the Kyrgyz 
Parliament to nationalize Kumtor.   

Changes in, or more aggressive enforcement of, laws, regulations and government practices could 
adversely impact Centerra’s business 

Mining operations and exploration activities are subject to extensive laws and regulations, both in the countries 
where mining operations and exploration and development activities are conducted and in the mining company’s 
home jurisdiction. These relate to production, development, exploration, exports, imports, taxes and royalties, 
labour standards, occupational health, waste disposal, protection and remediation of the environment, mine 
decommissioning and reclamation, mine safety, toxic substances, transportation safety and emergency 
response, social responsibilities and sustainability, and other matters. 
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Compliance with these laws and regulations increases the costs of exploring, drilling, developing, constructing, 
operating and closing mines and other facilities. It is possible that the costs, delays and other effects associated 
with these laws and regulations may impact our decision as to whether to continue to operate existing mines, ore 
refining and other facilities or whether to proceed with exploration or development of properties. Since legal 
requirements change frequently, are subject to interpretation and may be enforced to varying degrees in 
practice, we are unable to predict the ultimate cost of compliance with these requirements or their effect on 
operations. 

If the laws and regulations relating to our operations were to change, or the enforcement of such laws and 
regulations were to become more rigorous, we could be required to incur significant capital and operating 
expenditures to comply, which could have a material adverse effect on our financial position and our ability to 
achieve operating and development targets.   

Community activism may influence laws and regulations, result in increased contributory demands, or in 
business interruption 

Slow economic development in the countries in which the Company operates has resulted in an increase in 
community activism and expectations by local governments for resource companies to increase their 
contributions to local communities.  Such activism and expectations have been intensified as a result of the 
commodity price boom during the 2008 to 2012 period which also increased the perception that resource 
companies have been taking an unfairly rich benefit from the countries’ natural resources, while causing 
significant environmental damage. For example, Kumtor has experienced a number of roadblocks in the past 
resulting from the discontent of various community groups.  Similarly, in Mongolia, community groups and NGOs 
have vigorously campaigned against foreign mining companies.  The Water and Forest Law, for example, was a 
response to heightened civil concern about the environmental impact of mining enterprises.  There can be no 
assurance that the company’s operations will not be disrupted by civil action or be subject to restrictions or 
imposed demands that will impact future cash flows, earnings, results of operation, financial condition, and 
reputation. 

The Kyrgyz Government and Parliament may take actions in connection with the State Commission 
Report and the Parliament Decree adopted on February 21, 2013 

A State Commission was formed by the Kyrgyz Government in July 2012 for the purpose of reviewing the report 
of a Parliamentary Commission on Kumtor which was issued in June 2012 and which made a number of 
assertions regarding the operation of the Kumtor project, including non-compliance with Kyrgyz environmental 
and other laws.  The State Commission was also given the responsibility of inspecting and reviewing Kumtor’s 
compliance with Kyrgyz operational and environmental laws and community standards. 

The State Commission issued its own report in late December 2012 (the State Commission Report).  The State 
Commission Report included a large number of allegations in regard to prior transactions relating to the Kumtor 
project and its management, including the following: 

(i) that the Kumtor project violated Kyrgyz Republic legislation relating to corporate, environment, and 
subsoil legislation at various times since project activities began in 1993, including allegations relating to 
the tender process for the deposit in 1993, the approval process for the initial development of the Kumtor 
project, the placing of waste rock on glaciers, and causing environmental damage to water and land 
resources in the area of the Kumtor Project;  

(ii) that the Kumtor management is ineffective;  
(iii) that incorrect valuation of assets occurred during the 2003/2004 restructuring process, which purportedly 

led to significant losses sustained by the Kyrgyz Republic; and  
(iv) that the Kumtor Project Agreements adopted in 2009 were improperly approved and violate the Kyrgyz 

Republic constitution. 

The State Commission Report recommended that the Kyrgyz Government open negotiations of the 
arrangements under which the Kumtor project is governed, including requiring Kumtor to accept the current tax 
regime and pay higher environmental charges; changes in the management of Kumtor and Centerra including 
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greater representation by Kyrgyzaltyn on the Centerra board of directors and greater representation of Kyrgyz 
citizens in management of the Kumtor project; and recommendations for additional charges and fees to be paid 
by the Kumtor Project including for land use, and for those items raised by SIETS (as discussed below).  The 
State Commission Report also recommended various actions to be taken by Kyrgyzaltyn, by the Kyrgyz 
Government, including revisions to Kyrgyz law, and the Kyrgyz Republic General Prosecutor’s Office with 
respect to investigating the personal liability of parties who were involved in negotiating previous agreements 
governing the Kumtor project for violations of Kyrgyz legislation and for inflicting losses to the Kyrgyz Republic’s 
interests.  The State Commission recommended the establishment of a working group to give effect to the 
recommendations, in particular the opening of negotiations with Centerra and Kumtor. 

The Kyrgyz Government received the State Commission Report and adopted a decree dated January 24, 2013, 
#34 (Decree #34), accepting the State Commission Report and sending it to the Kyrgyz Parliament.  Pursuant to 
Decree #34, the Kyrgyz Government also established a working group to hold discussions on the revisions of 
terms governing the Kumtor Project, particularly on revisions to the tax regime and other matters identified in the 
State Commission Report. 

Kyrgyz Parliament received the State Commission Report on February 21, 2013 and adopted decree 2805-V 
(Decree 2805-V) regarding the Kumtor project.   Decree 2805-V recommends that the Kyrgyz Government 
ensure the continuous operation of the Kumtor mine, and within three months of the date of the decree, conduct 
negotiations with Centerra with a view to revising the Kumtor Project Agreements to return to conditions that 
existed prior to the restructuring of the project in 2003, but subject to the application of current Kyrgyz legislation, 
and to enter into new agreements on these terms.  

If the parties cannot agree on mutually acceptable terms within such three month time period, the Parliament in 
Decree 2805-V instructs the Government to take certain actions with respect to the Kumtor project, including 
among other things, to:  

(i) invalidate the legislation enacted by Parliament in 2009 approving the Kumtor Project Agreements, and 
to unilaterally terminate the Kumtor Project Agreements;  

(ii) invalidate the legislation enacted by Parliament in 2009 amending the Kyrgyz Republic Tax Code (which 
provides for the tax regime set out in the Kumtor Project Agreements);  

(iii) confiscate land plots in connection with the adoption of Government Decree, “On abolition of the 
Government Decree on allocation of lands to Kumtor Gold Company CJSC dated March 25, 2010”, 
approved by the Government Decree dated July 5, 2012. (This March 25, 2010 Decree granted Kumtor 
surface rights in relation to the Kumtor Project.  See our news release dated July 6, 2012.); and  

(iv) authorize SIETS to take measures to have Kumtor Operating Company pay fines and other charges for 
violations of environmental, mining and geological and subsoil legislation.   

In Decree 2805-V, the Parliament also requests that the Government develop and submit to the Parliament for 
consideration certain matters, including the following:  

(i) draft amendments to existing legislation or draft new legislation relating to biosphere territories, the 
protection and preservation of glaciers, and prohibiting the placement of pollutants on glaciers;  

(ii) provide for the obligation of Kumtor to develop a technical plan on reclamation of the Kumtor project in 
accordance with Kyrgyz legislation and to determine funding for reclamation based on such plan  and to 
enforce this obligation; 

(iii) for the entire period of the Kumtor project, to invoice Kumtor for the use of water and make Kumtor pay 
for changes in the glacial regime and disposal of waste; and 

(iv) when negotiating with Centerra and Kumtor Operating Company, to require that goods and services be 
purchased for the Kumtor Project in the domestic market.  

Decree 2805-V also instructed the General Prosecutor’s Office and the National Security Committee to 
investigate allegations that Kumtor deliberately understated reserves, including silver and tellurium.   

Decree 2805-V called on the Kyrgyz Government, General Prosecutor’s Office and the National Security 
Committee to report on the implementation of the instructions set out in the Decree by June 1, 2013.  This 



 

 
 
Centerra Gold Inc 
2013 Annual Information Form Page 113 

deadline was extended by Resolution #3169-V until September 1, 2013 for the Government to present final 
agreements incorporating a mutually acceptable solution.  Resolution #3169-V also provides that if a mutually 
acceptable solution has been agreed to, the Government is instructed to develop and submit a draft Law on 
Denunciation (discussed above) for review by the Kyrgyz Parliament.   

Following discussions with the Government, in September 2013, Centerra entered into a non-binding MOU with 
the Government in connection with a potential restructuring transaction under which Kyrgyzaltyn would 
exchange its 32.7% equity interest in Centerra for an interest in a joint venture company that would own the 
Kumtor project.  On October 23, 2013, the MOU was considered by the Kyrgyz Parliament and rejected by a 
decree (the MOU Decree) which ordered the Government to (among other things) continue negotiations with 
Centerra with a view to improving the Kyrgyz Republic’s position and increasing its interest in the joint venture 
project to no less than 67%, to provide for the project to develop the Kumtor mine using underground mining 
methods, and to provide for the establishment and financing of a centre to monitor the preservation of glaciers.  
In the MOU Decree, Parliament also recommends that the Kyrgyz Republic General Prosecutor’s Office consider 
pursuing allegations that management of the former parent company of Centerra, Centerra, Kumtor Operating 
Company, and Kumtor Gold Company violated environmental regulations and committed “other offenses”, and 
that precious metal reserves (silver, tellurium, and other associated components) at the Kumtor deposit were 
deliberately understated. 

In the MOU Decree, Parliament requested that the Government and the General Prosecutor’s Office report to 
Parliament on these matters by December 23, 2013.  The Decree provides that if a mutually acceptable solution 
on the outstanding matters cannot be reached, the Government is ordered to initiate a process to cancel the 
Kumtor Project Agreements. 

Subsequently, on December 24, 2013, Centerra and the Government entered into the non-binding HOA which 
retained most of the material terms of the MOU and which was submitted to the Kyrgyz Parliament for 
consideration.  On February 6, 2014, the Kyrgyz Parliament adopted a resolution that appears to support the 
concept of the restructuring described in the HOA.  However, the resolution also contains a number of 
recommendations that are materially inconsistent with the terms of the HOA. Among other things, the resolution 
calls for further audits of the Kumtor operation and for the Government and the General Prosecutor’s Office to 
continue pursuing claims for environmental and economic damages.  Centerra expects to engage in further 
discussions with the Kyrgyz Government relating to the potential restructuring transaction reflected in the HOA, 
but notes that there can be no certainty that any definitive agreements for a potential restructuring will be 
concluded or that they will obtain required approvals in the Kyrgyz Republic. 

While we believe that the findings of the Parliamentary Commission Report and the State Commission Report 
are without merit and that the Kumtor Project Agreements between us and the Kyrgyz Republic are legal, valid 
and enforceable obligations, there can be no assurance that we will be able to successfully resolve any or all of 
these matters currently affecting the Kumtor project.  There can also be no assurances that the Kyrgyz 
Government and/or Parliament will not take actions that are inconsistent with the Kyrgyz Republic’s obligations 
under the Kumtor Project Agreements or cancel government decrees, orders or licenses under which Kumtor 
currently operates.  Any such actions could have a material adverse impact on our future cash flows, earnings, 
results of operations and financial condition. 

The purported cancellation of Kumtor’s land use rights could adversely impact the Kumtor operations 

On July 5, 2012 the Kyrgyz Government purported to cancel Government Decree #168, which provided Kumtor 
with land use rights over the surface of the Kumtor concession area for the duration of the Restated Concession 
Agreement.  A related land use certificate issued by the local land office was also cancelled. This action was 
contemplated in Government Resolution 2117-V, which was adopted in late June 2012 after the Kyrgyz 
Parliament received the Parliamentary Commission report.   

In the third quarter of 2012, we requested the issuance of a new land use certificate pursuant to the Restated 
Investment Agreement dated June 6, 2009 between us and the Kyrgyz Republic.  Under the Restated 
Investment Agreement, the Kumtor project is guaranteed all necessary access to the Kumtor concession area, 
including all surface lands as is necessary or desirable for the operation of the Kumtor project.  The Restated 
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Investment Agreement also provides that the Kyrgyz Government shall use its best efforts to reserve or cancel 
any action that conflicts with our rights under that agreement.   

Further, in November 2013, the Company received a claim from the Kyrgyz Republic General Prosecutor’s 
Office requesting the Inter-District Court of the Issyk-Kul Province to invalidate the Company’s land use 
certificate and seize certain lands within the Kumtor concession area. 

Although we believe, based on advice from Kyrgyz legal counsel, that the purported cancellation of Kumtor’s 
land rights, invalidation of its land use certificate and seizure of lands are in violation of the Kyrgyz Republic 
Land Code and the Restated Investment Agreement, there can be no assurance that cancellation of Kumtor’s 
land rights will not be upheld and enforced by the Kyrgyz Government.  If Kumtor’s land rights are cancelled, it 
could have an adverse impact on our future cash flows, earnings, results of operations and financial condition.   

The Water and Forest Law could result in the revocation of the Company’s mineral licenses in Mongolia 

In July 2009, the Mongolian Parliament passed the Water and Forest Law, which would have the effect of 
revoking any issued mining or exploration licenses in water basins and forest areas.  The legislation provides a 
specific exemption for “mineral deposits of strategic importance”, and accordingly, we expect that the main 
Boroo mining licenses will not be subject to the Water and Forest Law. Our Gatsuurt licenses and our other 
exploration license holdings in Mongolia including the ATO licenses, however, are currently not so exempt.  
Although on May 30, 2013 the Mongolian Cabinet approved a submission to the Mongolian Parliament that 
Gatsuurt be designated as a “strategic” deposit along with certain other deposits, there can be no assurance that 
Gatsuurt licenses will be so designated.  The revocation of our mining or exploration licenses in Mongolia as a 
result of the Water and Forest Law could have a significant material adverse effect on our future cash flows, 
earnings, results of operations, stated mineral reserves and financial conditions.  

The Mongolian Government has the right to take up to a 51% interest in certain mineral deposits  

In 2006, the Mongolian Parliament passed the Minerals Law that, among other things, empowers Parliament to 
designate mineral deposits that have a potential impact on national security, economic and social development 
or deposits that have a potential of producing above 5% of the country’s GDP as deposits of strategic 
importance. The state may take up to a 51% interest in the exploitation of a minerals deposit of strategic 
importance where state funded exploration was used to determine proven mineral reserves and up to a 34% 
interest in an investment to be made by a license holder in a mineral deposit of strategic importance where 
proven reserves were determined through funding sources other than the state budget.   

Although on May 30, 2013 the Mongolian Cabinet approved a submission to the Mongolian Parliament that 
Gatsuurt be designated as a “strategic” deposit along with certain other deposits, there has been no agreement 
between Centerra and the Mongolian government as to the interest in the Gatsuurt project that would be 
acquired by the Mongolian government upon such a designation. 

The designation of any of the Company’s mineral deposits in Mongolia as deposits of strategic importance under 
the Minerals Law and a decision by the Mongolian Government to take an interest in any of our deposits could 
have a significant material adverse effect on our future cash flows, earnings, results of operations, stated 
reserves and financial conditions.   

The royalty payment for Centerra’s Mongolian operations may increase significantly 

The royalty structure on mineral projects in Mongolia has fluctuated in recent years. In November 2010, the 
Mongolian Parliament passed amendments to the Minerals Law of Mongolia that modified the existing royalty 
structure on mineral projects.  Pursuant to the amended royalty structure, the royalty rate is no longer a fixed 
percentage but is graduated and dependent upon the commodity price in US dollars.  In the case of gold, there 
is a basic 5% royalty fee that applies while gold is less than $900 per ounce. For any increase of $100 to the 
price of gold, there is a corresponding 1% increase to the royalty fee up to a maximum of 10% when the price of 
gold is $1,300 per ounce and above.  The graduated royalty became effective as of January 1, 2011 for all 
mining projects in Mongolia.   



 

 
 
Centerra Gold Inc 
2013 Annual Information Form Page 115 

In January 2014 the Mongolian Parliament amended the royalty regime to provide for a two-tiered royalty 
structure.  For producers selling gold to the Bank of Mongolia, Mongolia’s central bank (the BoM), or other 
commercial banks authorized by the BoM the basic royalty fee is reduced to 2.5% and the incremental royalty 
rate is annulled.  While the Company is exploring sales of gold to the BoM, the BoM has not entered into any 
agreements with the Company relating to the sale of gold and there can be no assurance that the BoM will 
continue to purchase any gold from the Company or that the proceeds of such sales can be converted to foreign 
currencies at favourable rates. 

Following the expiry of the Boroo Stability Agreement in July 2013, the Boroo project as well as our Gatsuurt 
project, ATO project and our other exploration projects in Mongolia are now subject to the royalty structure 
described in the preceding paragraph. We were previously in discussions with the Mongolian Government to 
obtain an investment agreement for the development and mining of the Gatsuurt project which would stabilize 
the tax regime applicable to Gatsuurt, and including whether such new mineral laws will apply to Gatsuurt.  
However, in April 2010, the MMRE indicated to us that further discussions and negotiations with respect to any 
investment agreement would be postponed until the MMRE received clarification on the application of the Water 
and Forest Law on the Gatsuurt project.   Even if the Water and Forest Law matters were resolved, there can be 
no assurance that any negotiations will be successful.   

Increases in the royalty rates on any of our operations in Mongolia could have a significant material adverse 
effect on Centerra’s future cash flows, earnings, results of operations, stated mineral reserves and financial 
conditions.   

The Company’s operations at the Boroo project have been subject to scrutiny from Mongolian 
regulatory authorities  

On June 12, 2009, the main operating licenses at our Boroo project were suspended by the MRAM following 
extensive inspections of the Boroo mine operation conducted by the SSIA. In its report, the SSIA expressed its 
view that a number of deficiencies existed at the Boroo project. After discussions with both the MRAM and the 
SSIA, the suspension of the operating licenses was lifted on July 27, 2009. Despite the lifting of the suspension, 
several issues arising from the inspections continued to be discussed until they were resolved in January 2012.  
As part of this resolution, we paid a settlement of approximately $2.6 million in response to claims for 
compensation received by the SSIA.   

The SSIA inspections in 2009 also raised a concern about the production and sale of gold from the Boroo heap 
leach facility. The heap leach facility was operated under a temporary permit from June 2008 until the expiry of 
the temporary permit in April 2009, and paid all relevant royalties and taxes with respect to gold produced from 
the heap leach facility during that period.  Final Mongolian regulatory approval for the mine plan for Boroo’s heap 
leach facility was not granted until September 19, 2012, at which time heap leach operations resumed at Boroo.    

Although issues arising from the SSIA inspections in 2009 have been resolved and Mongolian regulatory 
approvals have been received for Boroo’s heap leach facility, there can be no assurance that future scrutiny 
from Mongolian regulatory authorities, or delay in permitting or licensing aspects of the Boroo project and/or the 
Company’s other potential projects in Mongolia (including Gatsuurt), will not occur.  Such developments could 
have an adverse impact on our future cash flows, earnings, results of operations, stated mineral reserves and 
financial condition. 

Centerra may not be able to successfully negotiate an investment agreement for Gatsuurt 

There can be no assurance that we will be able to successfully negotiate with the Mongolian Government a 
mutually acceptable investment agreement for the development and operation of the Gatsuurt project. While 
there is no legal requirement for an investment agreement to be executed before we commence development 
and mining operations at Gatsuurt, we believe that it is important for the viability of the project.   

Negotiations in 2010 regarding the Gatsuurt investment agreement were stopped in April 2010 when we 
received a letter from the MMRE indicated that the Gatsuurt licenses were within the area designated, on a 
preliminary basis, as land where mineral mining is prohibited under the Water and Forest Law, and that the 
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MMRE would communicate with us further on negotiations with respect to an investment agreement for the 
Gatsuurt project once the MMRE received additional clarity on the impact of the Water and Forest Law on the 
Gatsuurt project. 

Centerra may not be able to obtain all necessary permits and commissions for Gatsuurt 

Mining activities at Gatsuurt are subject to Centerra obtaining from the Mongolian Government the necessary 
permits and commissions.  There are no assurances that the Mongolian Government will grant such permits and 
commissions to us in a timely manner or at all, and on terms acceptable to us.  While we did receive several 
permits during the course of 2010 in relation to the Gatsuurt project, in November 2010, we received a letter 
from Mongolia’s Ministry of Finance indicating that operations at the Gatsuurt project cannot be commenced 
while the implementation of the Water and Forest Law is being resolved.  Accordingly, further approvals and 
commissioning of Gatsuurt will be delayed as a result of the Water and Forest Law.  Although the designation of 
Gatsuurt as a strategic deposit by the Mongolian Parliament would exclude it from the application of the Water 
and Forest Law, there can be no assurance that Parliament would make such a designation. 

Our inability to develop and operate the Gatsuurt project could have an adverse effect on its future cash flows, 
earnings, results of operations and financial condition. 

If the environmental laws and regulations relating to the Company’s operations were to change, or the 
enforcement of such laws and regulations were to become more rigorous, the Company could be 
required to incur significant capital and operating expenditures  

We are subject to environmental regulation in connection with our exploration, development and operation 
activities in each of the jurisdictions in which we operate.  The financial and operational effects of our 
environmental protection requirements relate primarily to our operations in the Kyrgyz Republic, where we 
operate the Kumtor project; in Mongolia, where we operate the Boroo project, and have a 100% interest in the 
Gatsuurt, ATO and Ulaan Bulag exploration and development properties; and in Turkey, where we have 100% 
interest in the Öksüt exploration and development property.  Local regulatory regimes in the Kyrgyz Republic, 
Mongolia, and Turkey may be influenced by increased local community concern in respect of the environmental 
footprint of mining operations as well as concerns over the management of water resources.   

If the environmental laws and regulations relating to our operations, including our operations and projects in the 
Kyrgyz Republic, Mongolia and Turkey, were to change, or the enforcement of such laws and regulations were 
to become more rigorous, we could be required to incur significant capital and operating expenditures to comply, 
which could have a material adverse effect on our future cash flows, earnings, results of operations and financial 
condition, our ability to develop projects further, and increase our reserves and resources.  

Legal and Other 

Current and future litigation may impact the revenue and profits of the Company 

We may be subject to claims based on allegations of negligence, breach of statutory duty, public nuisance or 
private nuisance or otherwise in connection with our operations or investigations relating thereto. While we are 
presently unable to quantify our potential liability under any of the above categories of damage, such liability may 
be material to us and may materially adversely affect our ability to continue operations. 

Centerra’s properties, including the Kumtor and the Gatsuurt project, may be subject to defects in title 

We have investigated our rights to explore and exploit all of our material properties, and, except as described 
below, to the best of its knowledge, those rights are in good standing. However, no assurance can be given that 
such rights will not be revoked or significantly altered to our detriment. There can also be no assurance that our 
rights will not be challenged or impugned by third parties, including local governments.  

On July 5, 2012, the Kyrgyz Government cancelled Government Decree #168, which provided Kumtor with land 
use (surface) rights over the Kumtor Concession Area for the duration of the Restated Concession Agreement.  



 

 
 
Centerra Gold Inc 
2013 Annual Information Form Page 117 

At the same time, the related land use certificate issued by the local land office was also cancelled. In addition, 
in November 2013, the Company received a claim from the Kyrgyz Republic General Prosecutor’s Office 
requesting the Inter-District Court of the Issyk-Kul Province to invalidate the Company’s land use certificate and 
seize certain lands within the Kumtor concession area.  Based on advice from Kyrgyz legal counsel, we believe 
that the purported cancellation of our land use rights, invalidation of the land use certificate and seizure of lands 
are in violation of the Kyrgyz Republic Land Code, because the Land Code provides that land rights can only be 
terminated by court decision and on the listed grounds set out in the Land Code.  To the extent that the land use 
rights are considered invalid (which we do not accept), we would seek to enforce our rights under the Restated 
Investment Agreement to obtain the reissuance of its land use rights, which are guaranteed pursuant to the 
Restated Investment Agreement. 

On December 6, 2006, Gatsuurt LLC commenced arbitration before the Mongolian National Arbitration Court 
(MNAC) alleging non-compliance by our subsidiary, CGM, with its obligation to complete a feasibility study on 
the Gatsuurt project by December 31, 2005 and seeking the return of the license. We believed that Gatsuurt 
LLC’s position was without merit. CGM challenged the MNAC’s jurisdiction and the independence and 
impartiality of the Gatsuurt LLC nominee to the arbitration panel. We later reached an agreement with Gatsuurt 
LLC to terminate arbitration proceedings. Further to that agreement CGM paid $1.5 million to Gatsuurt LLC. On 
signing of a definitive agreement, but subject to CGM having entered into an investment agreement with the 
Mongolian Government in respect of the development of the Gatsuurt project, CGM will make a further non-
refundable payment to Gatsuurt LLC in the amount of $1.5 million. Final settlement with Gatsuurt LLC is subject 
to the negotiation and signing of a definitive settlement agreement. 

In addition, under the Water and Forest Law passed in July 2009, any issued mining or exploration licenses in 
water basins and forest areas are to be revoked.  The legislation provides a specific exemption for “mineral 
deposits of strategic importance”, and accordingly, we expect that the main Boroo mining licenses will not be 
subject to the Water and Forest Law. Our Gatsuurt licenses and our other exploration license holdings in 
Mongolia including the ATO licenses, however, are currently not so exempt.  Although on May 30, 2013 the 
Mongolian Cabinet approved a submission to the Mongolian Parliament that Gatsuurt be designated as a 
“strategic” deposit along with certain other deposits, there can be no assurance that Gatsuurt licenses will be so 
designated. 

Although we are not currently aware of any existing title uncertainties with respect to any of our properties except 
as discussed in the preceding paragraphs, there is no assurance that such uncertainties will not result in future 
losses or additional expenditures, which could have an adverse impact on our future cash flows, earnings, 
results of operations and financial condition. 

Centerra may be unable to enforce its legal rights in certain circumstances 

In the event of a dispute arising at our foreign operations, we may be subject to the exclusive jurisdiction of 
foreign courts or may not be successful in subjecting foreign persons to the jurisdiction of courts in Canada. We 
may also be hindered or prevented from enforcing our rights with respect to a governmental entity or 
instrumentality because of the doctrine of sovereign immunity. 

The dispute resolution provisions of: (i) the Restated Investment Agreement and (ii) the Boroo Stability 
Agreement stipulate that any dispute between the parties thereto is to be submitted to international arbitration. 
However, there can be no assurance that a particular governmental entity or instrumentality will either comply 
with the provisions of these or any other agreements or voluntarily submit to arbitration. Our inability to enforce 
our rights could have an adverse effect on its future cash flows, earnings, results of operations and financial 
condition. 

Centerra’s largest shareholder is a state-owned entity of the Kyrgyz Government  

Our largest shareholder is Kyrgyzaltyn, which is a state-owned entity.  Kyrgyzaltyn owns approximately 33% of 
the common shares of Centerra. Pursuant to the terms of the Restated Investment Agreement, Kyrgyzaltyn has 
two nominees on our board of directors.  There can be no assurance that the Kyrgyz Government, through its 
ownership and control of Kyrgyzaltyn, will not use its influence to materially change the direction of the 
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Company. This concentration of ownership may have the effect of delaying or preventing a change in control of 
Centerra, which may deprive our shareholders of a control premium that might otherwise be offered in 
connection with such a change of control. We are aware that Kyrgyzaltyn has in the past received inquiries 
regarding the potential acquisition of some or all of its common shares in the Company and the sale by 
Kyrgyzaltyn of its shareholdings to a third party could result in a new purchasing shareholder obtaining a 
considerable interest in the Company. Should Kyrgyzaltyn sell some or all of its interest in Centerra, there can be 
no assurance that an offer would be made to the other shareholders of Centerra or that the interests of such a 
shareholder would be consistent with the plans of the Company or that such a sale would not decrease the value 
of the common shares. 

Centerra’s directors may have conflicts of interest 

Certain of our directors also serve as directors and/or officers of other government agencies or companies 
involved in natural resource exploration, development and production and consequently there exists the 
possibility for such directors to be in a position of conflict. 

Centerra is subject to Anti-Corruption Legislation 

Centerra is subject to Canada’s Corruption of Foreign Public Officials Act (the Anti-Corruption Legislation), which 
prohibits Centerra or any officer, director, employee or agent of Centerra or any shareholder of Centerra acting 
on its behalf from paying, offering to pay, or authorizing the payment of anything of value to any foreign 
government official, government staff member, political party, or political candidate in an attempt to obtain or 
retain business or to otherwise influence a person working in an official capacity. The Anti-Corruption Legislation 
also requires public companies to make and keep books and records that accurately and fairly reflect their 
transactions and to devise and maintain an adequate system of internal accounting controls. Centerra’s 
international activities create the risk of unauthorized payments or offers of payments by Centerra’s employees, 
consultants or agents, even though they may not always be subject to Centerra’s control. Centerra discourages 
these practices by its employees and agents. However, Centerra’s existing safeguards and any future 
improvements may prove to be less than effective, and Centerra’s employees, consultants and agents may 
engage in conduct for which Centerra might be held responsible. Any failure by us to adopt appropriate 
compliance procedures and ensure that Centerra’s employees and agents comply with the Anti-Corruption 
Legislation and applicable laws and regulations in foreign jurisdictions could result in substantial penalties or 
restrictions on Centerra’s ability to conduct business in certain foreign jurisdictions, which may have a material 
adverse impact on Centerra and its share price. 

Concentration of Assets 

The company’s operations and projects are all located in emerging countries of Central Asia, with the exception 
of Turkey, a country that has seen significant development in the last decade.  This represents a concentration 
risk for the company limiting its ability to diversify country and political risk to any material degree.  Further, 
certain countries in the region that neighbour the company’s countries of interest have experienced rising 
geopolitical risk, and there can be no assurance that such geopolitical risk will not ultimately impact the countries 
in which we operate, explore and develop projects.  

Strategy and Planning 

Centerra’s future exploration and development activities may not be successful  

Exploration for and development of gold properties involve significant financial risks and may be subject to 
political risks that even a combination of careful evaluation, experience and knowledge may not eliminate. While 
the discovery of an orebody may result in substantial rewards, few properties that are explored are ultimately 
developed into producing mines. Major expenses may be required to establish mineral reserves by drilling, 
constructing mining and processing facilities at a site, connecting to a reliable infrastructure, developing 
metallurgical processes and extracting gold from ore. We cannot ensure that our current exploration and 
development programs will result in profitable commercial mining operations or replacement of current 
production at existing mining operations with new mineral reserves. Also, substantial expenses may be incurred 
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on exploration projects that are subsequently abandoned due to poor exploration results or the inability to define 
mineral reserves that can be mined economically. 

Our ability to sustain or increase present levels of gold production is dependent on the successful acquisition or 
discovery and development of new orebodies and/or expansion of existing mining operations. The economic 
feasibility of development projects is based upon many factors, including the accuracy of mineral reserve 
estimates; metallurgical recoveries; capital and operating costs; government regulations relating to prices, taxes, 
royalties, land tenure, land use, importing and exporting and environmental protection; and gold prices, which 
are highly volatile. Development projects are also subject to the successful completion of feasibility studies, 
issuance of necessary governmental permits and availability of adequate financing. 

Development projects have no operating history upon which to base estimates of future cash flow. Estimates of 
proven and probable mineral reserves and cash operating costs are, to a large extent, based upon detailed 
geological and engineering analysis. We also conduct feasibility studies that derive estimates of capital and 
operating costs based upon many factors, including anticipated tonnage and grades of ore to be mined and 
processed; the configuration of the orebody; ground and mining conditions; expected recovery rates of the gold 
from the ore; and anticipated environmental and regulatory compliance costs. 

It is possible that actual costs and economic returns of current and new mining operations may differ materially 
from our best estimates. It is not unusual for new mining operations to experience unexpected problems during 
the start-up phase and to require more capital than anticipated. These uncertainties could have an adverse 
impact on our future cash flows, earnings, results of operations and financial condition. 

Centerra’s mineral reserves may not be replaced 

The Kumtor and Boroo projects are currently our only sources of gold production. Based on the current life-of-
mine plan, Kumtor will be depleted by 2023, with milling operations concluding in 2026.  At Boroo, mining 
operations have ceased as of September 2012, and at the current reserve gold price assumption, the Boroo 
operation is expected to feed the mill from stockpiles until November 2014 and operate and recover gold from 
the heap leach into 2015. 

If our existing mineral reserves (including mineral reserves at the Gatsuurt project in Mongolia) are not replaced 
either by the development or discovery of additional reserves and/or extension of the life-of-mine at Kumtor or 
through the acquisition or development of an additional producing mine, this could have an adverse impact on 
our future cash flows, earnings, results of operations and financial condition, including as a result of 
requirements to expend funds for reclamation and decommissioning. Although we are actively engaged in 
programs to increase mineral reserves, there can be no assurance that these programs will be successful. 

Centerra may experience difficulties with its exploration partners 

We have a number of exploration partners and we may in the future enter into additional exploration agreements 
with third party partners. We are subject to the risks normally associated with the conduct of exploration 
arrangements with partners. These risks include disagreement with a partner on how to develop, operate and 
finance a project and possible litigation between us and a partner regarding matters in the agreement. This may 
be particularly the case when we are not the operator on the property.  These matters may have an adverse 
effect on our ability to pursue the projects subject to the partner, which could affect its future cash flows, 
earnings, results of operations and financial condition. 

Centerra’s mineral reserve and resource estimates may be imprecise 

Mineral reserve and resource figures are estimates and no assurances can be given that the indicated levels of 
gold will be produced or that we will receive the price assumed in determining our mineral reserves. These 
estimates are expressions of judgment based on knowledge, mining experience, analysis of drilling results and 
industry practices. Valid estimates and the assumptions such estimates rely on made at a given time may 
significantly change when new information becomes available. While we believe that the mineral reserve and 
resource estimates included are well established and reflect management’s best estimates, by their nature 
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mineral reserve and resource estimates are imprecise and depend, to a certain extent, upon analysis of drilling 
results and statistical inferences that may ultimately prove unreliable. 

Furthermore, fluctuations in the market price of gold, as well as increased capital or production costs or reduced 
recovery rates may render mineral reserves uneconomic and may ultimately result in a reduction of reserves. 
The extent to which mineral resources may ultimately be reclassified as proven or probable mineral reserves is 
dependent upon the demonstration of their profitable recovery. The evaluation of mineral reserves or resources 
is always influenced by economic and technological factors, which may change over time. 

No assurances can be given that any mineral resource estimate will ultimately be reclassified as proven or 
probable mineral reserves. 

If our mineral reserve or resource figures are inaccurate or are reduced in the future, this could have an adverse 
impact on our future cash flows, earnings, results of operations and financial condition. 

Centerra’s production and cost estimates may be inaccurate 

We prepare estimates of future production and future production costs for particular operations. No assurance 
can be given that production and cost estimates will be achieved. These production and cost estimates are 
based on, among other things, the following factors: the accuracy of mineral reserve estimates; the accuracy of 
assumptions regarding ground conditions and physical characteristics of ores, such as hardness and presence 
or absence of particular metallurgical characteristics; metallurgical recoveries of metals from ore; equipment and 
mechanical availability; labour availability; access to the mine; facilities and infrastructure; sufficient materials 
and supplies on hand; and the accuracy of estimated rates and costs of mining and processing, including the 
cost of human and physical resources required to carry out our activities. Failure to achieve production or cost 
estimates, or increases in costs, could have an adverse impact on our future cash flows, earnings, results of 
operations and financial condition. 

Our estimates on production and costs are, where applicable, based on historical costs and productivity 
experience.  Despite this, actual production and costs may vary from estimates for a variety of reasons, including 
actual ore mined varying from estimates of grade, tonnage, dilution and metallurgical and other characteristics; 
short-term operating factors relating to the ore reserves, such as the need for sequential development of 
orebodies and the processing of new or different ore grades; risks and hazards associated with mining; natural 
phenomena, such as inclement weather conditions, floods, earthquakes, pit wall failures and cave-ins; 
unexpected labour shortages or strikes, and civil action; and insufficient modelling robustness. Costs of 
production may also be affected by a variety of factors, including: changing waste-to-ore ratios, ore grade 
metallurgy, labour costs, costs of supplies and services (such as, for example, fuel and power), general 
inflationary pressures and currency exchange rates. Failure to achieve production estimates or production cost 
estimates could have an adverse impact on our future cash flows, earnings, results of operations and financial 
condition. 

Natural Phenomena 

Centerra may experience further ground movements at the Kumtor project 

On July 8, 2002, a highwall ground movement at the Kumtor project resulted in the death of one of our 
employees and the temporary suspension of mining operations. The movement led to a considerable shortfall in 
2002 gold production because the high-grade Stockwork Zone was rendered temporarily inaccessible. 
Consequently, we milled lower grade ore and achieved lower recovery rates. In February 2004, movement was 
also detected in the southeast wall of the open pit and a crack was discovered at the crest of the wall. In 
February 2006, there was further movement detected in the southeast wall of the open pit. In July 2006, there 
was ground movement in the northeast wall of the open pit that required the adoption of a new mining sequence 
at Kumtor and resulted in lower than anticipated gold production in 2006. In the first quarter of 2007, minor slope 
movement was detected in the waste rock dump above the SB Zone highwall in the Central pit. Deformation 
cracks in the waste rock above the till focused attention on wall instability seated in the glacial till between the 
waste rock dumps and the underlying bedrock. Drilling has indicated that further push backs of the Central pit 
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will encounter unfrozen, water saturated till. The outer face of the till is frozen and hence the water behind the 
slope face is pressurized. Depressurization and dewatering programs which were established at the mine in 
2008 and continuously operated since, have reduced the hydrological content of the waste rock dump and the 
till. In 2013, sudden acceleration of ground movement within the central valley waste rock dump impacted site 
facilities and requires the design and construction of new infrastructure in a different area of the site requiring 
allocation of additional significant capital.  

Although extensive efforts are employed by Centerra to prevent and anticipate further ground movement, there 
is no guarantee that sudden unexpected ground movements will not recur. A future ground movement could 
result in a significant interruption of operations. We may also experience a loss of mineral reserves or a material 
increase in costs, if it is necessary to redesign the open pit or waste rock dumps as a result of a ground 
movement. The consequences of a ground movement will depend upon the magnitude, location and timing of 
any such movement. If mining operations are interrupted to a significant magnitude or the mine experiences a 
significant loss of mineral reserves or materially higher costs of operation, this would have an adverse impact on 
our future cash flows, earnings, results of operations and financial condition. 

Centerra will experience further ice movement at the Kumtor project 

Continued movement of ice from the South East Ice Wall into the Kumtor Central pit above the high grade SB 
Zone section requires the mining of ice and waste to maintain our planned production of ore. While management 
has implemented a plan to manage this movement (which plan has seen positive results from 2011 to 2013), 
there is no guarantee that these efforts will avert further negative impact on our expected production, costs and 
earnings.   

During 2012, a substantial acceleration of ice movement, which was exacerbated by a 10-day illegal strike which 
occurred in early February 2012, required us to revise our mine plan to maintain safe access to the Kumtor 
Central pit.  Under the new mine plan, mining of cut-back 12B, where ore for the second quarter of 2012 was to 
be released, was stopped to permit pre-stripping of ice and waste in the southwest portion of the pit (cut-back 
14B) and unloading of ice and waste material from the High Movement Area to provide access to the southeast 
section of the Kumtor Central pit.  The changes to the mine plan and the delayed release of ore from cut-back 
12B resulted in a seven week shutdown of the Kumtor mill and required us to revise our 2012 production and 
cost guidance. 

In February 2014, an acceleration of ice movement of the south arm of the Davidov Glacier prompted us to 
begin the construction of a buttress which we expect to significantly reduce or stop the movement of this part of 
the Davidov Glacier.  There remain risks relating to the successful construction of the buttress and as to whether 
the buttress will perform as expected. 

Although we are employing extensive efforts to manage further waste and ice movements, there is no guarantee 
that such efforts will be successful or that further waste and ice movements will not adversely affect operations 
at the Kumtor project. Future movements could result in a significant interruption of operations or impede access 
to ore deposits. We may also experience a loss of mineral reserves or a material increase in costs if it is 
necessary to redesign the open pit and surrounding infrastructure as a result of waste and ice movements. The 
consequences of further ice movement into the Kumtor Central pit will depend upon the extent, location and 
timing of any such movement. If mining operations are interrupted to a significant magnitude or the mine 
experiences a significant loss of mineral reserves or materially higher costs of operation, this would have an 
adverse impact on our future cash flows, earnings, results of operations and financial condition. 

Centerra’s operations and projects in the Kyrgyz Republic, Mongolia and Turkey are located in areas of 
seismic activity 

The areas surrounding our Kumtor, Boroo and Öksüt project are seismically active. While the risks of seismic 
activity were taken into account when determining the design criteria for our Kumtor and Boroo operations, there 
can be no assurance that our operations will not be adversely affected by this kind of activity, all of which could 
have an adverse impact on our future cash flows, earnings, results of operations and financial condition.  
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Similarly, there can be no assurance that the development of the Öksüt project will not be materially impacted by 
a significant seismic event. 

Competition 

Centerra’s future prospects may suffer due to enhanced competition for mineral acquisition 
opportunities 

Significant and increasing competition exists for mineral acquisition opportunities throughout the world. As a 
result of this competition, some of which is with large, better established mining companies with substantial 
capabilities and greater financial and technical resources, we may be unable to acquire rights to exploit 
additional attractive mining properties on terms we consider acceptable. Accordingly, there can be no assurance 
that we will acquire any interest in additional operations that would yield mineral reserves or result in commercial 
mining operations. Our inability to acquire such interests could have an adverse impact on our future cash flows, 
earnings, results of operations and financial condition. Even if we do acquire such interests, the resulting 
business arrangements may not ultimately prove beneficial to our business. 

FINANCIAL 

Commodity Market 

Centerra’s business is sensitive to the volatility of gold prices 

Our revenue is largely dependent on the world market price of gold. Gold prices are subject to volatile 
movements over time and are affected by numerous factors beyond our control. These factors include: global 
supply and demand; central bank lending, sales and purchases; expectations for the future rate of inflation; the 
level of interest rates; the strength of, and confidence in, the U.S. dollar; market speculative activities; and global 
or regional political and economic events, including the performance of Asia’s economies. 

The market price of gold decreased significantly in 2013.  If the market price of gold falls and remains below 
production costs of any of our mining operations for a sustained period, losses would be sustained, and, under 
certain circumstances, there may be a curtailment or suspension of some or all of our mining and exploration 
activities. We would also have to assess the economic impact of any sustained lower gold prices on 
recoverability and, therefore, the cutoff grade and level of our gold mineral reserves and resources. These 
factors could have an adverse impact on our future cash flows, earnings, results of operations, stated mineral 
reserves and financial condition. 

Centerra’s operations are sensitive to fuel price volatility 

The company is also exposed to price volatility in respect of key inputs, the most significant of which is fuel.  
Increases in global fuel prices can materially increase operating costs, erode operating margins and project 
investment returns, and potentially reduce viable reserves. 

Currency Volatility 

Currency fluctuations 

Our earnings and cash flow may also be affected by fluctuations in the exchange rate between the U.S. dollar 
and other currencies, such as the Kyrgyz som, the Mongolian tugrik, the Canadian dollar, the Euro, and the 
Turkish Lira. Our consolidated financial statements are expressed in U.S. dollars. Our sales of gold are 
denominated in U.S. dollars, while production costs and corporate administration costs are, in part, denominated 
in Kyrgyz soms, Mongolian tugriks, Turkish Lira, Canadian dollars, Euros and other currencies. Fluctuations in 
exchange rates between the U.S. dollar and other currencies may give rise to foreign exchange currency 
exposures, both favourable and unfavourable, which may materially impact Centerra’s future financial results. 
Although from time to time we enter into short-term forward contracts to purchase Canadian dollars and Euros, 
we do not utilize a hedging program to limit the adverse effects of foreign exchange rate fluctuations in other 
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currencies. In the case of the Kyrgyz som and the Mongolian tugrik, we cannot hedge currency exchange risk 
because such currencies are not freely traded. 

Economy, Credit and Liquidity 

Global financial conditions 

The financial crisis which began in the latter part of 2007 has resulted in global financial conditions which are 
characterized by continued high volatility, and financial institutions are still recovering from significant losses.  
Access to public financing and bank credit has been negatively impacted by both the rapid decline in value of 
sub-prime mortgages and the resulting liquidity crisis as financial institutions saw their balance sheet impaired.  
Notwithstanding some improvement in the financial health of major financial institutions, continued concern over 
the pace of sustainable economic recovery in both developed and key developing nations has kept liquidity 
conditions constrained.  Further, the significant decrease in the price of metals during 2013 has affected investor 
interest in the sector. Global financial conditions may affect our ability to obtain equity or debt financing in the 
future on favourable terms. Additionally, these factors, as well as other related factors, may cause decreases in 
our asset values that may be other than temporary, which may result in impairment losses. These factors may 
also increase our exposure to financial counterparty risk. If such increased levels of volatility and market turmoil 
continue, or if more extensive disruptions of the global financial markets occur, our operations could be 
adversely impacted and the trading price of our common shares may be adversely affected. 

Centerra may experience reduced liquidity and difficulty in obtaining future financing 

The further development and exploration of mineral properties in which we hold or acquire interests may depend 
upon our ability to obtain financing through earn-in arrangements, debt financing, equity financing or other 
means.  While we successfully negotiated a three-year $150 million revolving credit facility in 2010, the term of 
which was extended to 2015, there is no assurance that Centerra will be successful in obtaining required 
financing as and when needed in the future.   

Volatile gold markets and/or capital markets, reduced global financial liquidity, and increased restrictions on 
capital reserves of financial institutions, may make it difficult or impossible for us to obtain further debt financing 
or equity financing on favourable terms or at all. Our principal operations are located in, and our strategic focus 
is on, Asia and the former Soviet Union, developing areas that have experienced past economic and political 
difficulties and may be perceived as unstable. This may make it more difficult for us to obtain debt financing. 
Failure to obtain additional financing on a timely basis may cause us to postpone development plans, forfeit 
rights in our properties or partners or reduce or terminate our operations. Reduced liquidity or difficulty in 
obtaining future financing could have an adverse impact on our future cash flows, earnings, results of operations 
and financial condition. 

Restrictive covenants in Centerra’s Credit Facility may prevent the Company from pursuing business 
activities  

Pursuant to our Credit Facility, we must maintain certain financial ratios and satisfy other non-financial 
maintenance covenants.  Centerra and our material subsidiaries are also subject to other restrictive and 
affirmative covenants in respect of our respective operations.  Compliance with these covenants and financial 
ratios may impair our ability to finance our future operations or capital needs or to take advantage of other 
favourable business opportunities.  Our ability to comply with these covenants and financial ratios will depend on 
our future performance, which may be affected by events beyond our control.  Our failure to comply with any of 
these covenants or financial ratios will result in a default under the Credit Facility and may result in the 
acceleration of any indebtedness under the Credit Facility.  In the event of a default and we are unable to repay 
any amounts then outstanding, the lender, EBRD may be entitled to take possession of the collateral securing 
the Credit Facility, including certain mobile equipment used in the operations at Kumtor, to the extent required to 
repay those borrowings.  
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Counterparty 

Short-term investment risks 

We may, from time to time, invest excess cash balances in short-term instruments. Recent market conditions 
affecting certain types of short-term investments of some North American and European issuers and certain 
financial institutions have resulted in heightened risk in holding some of these investments. There can be no 
guarantee that further market disruptions affecting various short-term investments or the potential failure of 
financial institutions will not have a negative effect on the liquidity of our investments. 

Concentration Risk 

As a holding company, Centerra’s ability to make payments depends on the cash flows of its 
subsidiaries 

We are a holding company that conducts substantially all of its operations through subsidiaries, many of which 
are incorporated outside North America. We have no direct operations and no significant assets other than the 
shares of our subsidiaries. Therefore, we are dependent on the cash flows of our subsidiaries to meet our 
obligations, including payment of principal and interest on any debt we incur. The ability of our subsidiaries to 
provide it with payments may be constrained by the following factors: (i) the cash flows generated by operations, 
investment activities and financing activities; (ii) the level of taxation, particularly corporate profits and 
withholding taxes, in the jurisdiction in which they operate and in Canada; and (iii) the introduction of exchange 
controls and repatriation restrictions or the availability of hard currency to be repatriated.  As at December 31, 
2013, a significant majority of the company’s cash flows were generated by its operations in the Kyrgyz 
Republic.  Further, should the Gatsuurt project in Mongolia not receive the necessary governmental approvals to 
allow development and operation, cash flows from the company’s Mongolian operations will cease in 2014, at 
which time 100% of all cash flows will depend on successful and ongoing operations in the Kyrgyz Republic. 

If we are unable to receive sufficient cash from our subsidiaries, we may be required to refinance our 
indebtedness, raise funds in a public or private equity or debt offering or sell some or all of our assets. We can 
provide no assurances that an offering of our debt or equity or a refinancing of our debt can or will be completed 
on satisfactory terms or that it would be sufficient to enable us to make payment with respect to our debt. The 
foregoing events could have an adverse impact on our future cash flows, earnings, results of operations and 
financial condition. 

OPERATIONAL 

Health, Safety and Environment 

Centerra is subject to environmental, health and safety risks 

We expend significant financial and managerial resources to comply with a complex set of environmental, health 
and safety laws, regulations, guidelines and permitting requirements (for the purpose of this paragraph, “laws”) 
drawn from a number of different jurisdictions. We believe we are in material compliance with these laws. The 
historical trend that we observe is toward stricter laws, and we expect this trend to continue. The possibility of 
more stringent laws or more rigorous enforcement of existing laws exists in the areas of worker health and 
safety, the disposition of wastes, the decommissioning and reclamation of mining sites, restriction of areas 
where exploration, development and mining activities may take place and other environmental matters, each of 
which could have a material adverse effect on our exploration activities, operations and the cost or the viability of 
a particular project. 

Our facilities operate under various operating and environmental permits, licenses and approvals that contain 
conditions that must be met and our right to continue operating our facilities is, in a number of instances, 
dependent upon compliance with these conditions. Failure to meet certain of these conditions could result in 
interruption or closure of exploration, development or mining operations or material fines or penalties, all of 
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which could have an adverse impact on our future cash flows, earnings, results of operations, financial condition, 
and reputation.. We are unable to quantify the costs of such a failure. 

The Kumtor project is subject to significant claims of environmental damage  

In December 2012, we received five claims from SIETS and a claim from SAEPF (which was subsequently 
withdrawn) relating to alleged environmental damages at the Kumtor project.  The SIETS claims are for an 
aggregate amount of approximately $150 million and include: 

 a claim for approximately $142 million for alleged damages in relation to the placement on waste 
dumps of waste rock from mining operations (2000 to date) 

 a claim for approximately $4 million for use of water resources for the period of 2000 to date 

 a claim for approximately $0.03 million for unaccounted industrial and household waste; and  

 a claim for approximately $2.3 million for alleged damages caused to land resources at the time 
of initial construction of Kumtor.  

In addition, Centerra also received a directive from SIETS requiring that actions be taken to correct various 
alleged environmental and technical violations discovered in its review. 

Each of the SIETS claims were dismissed by the Bishkek inter-district court and, on appeal, by the Bishkek City 
Court on the basis that the arbitration clause in the Restated Investment Agreement require that all such 
disputes be resolved through international arbitration.  Each of these claims has been appealed to the Kyrgyz 
Supreme Court where hearings are scheduled on March 24, 2014. 

In addition to the original four claims of SIETS discussed above, SIETS has filed the following additional claims 
against KOC: (i) on October 12, 2013, a claim in the amount of approximately $485,000 for damages caused to 
land resources due to disturbance of land at the Kumtor project (similar to the claim in the fourth bullet above but 
involving a different area of the Kumtor concession); and (ii) on January 21, 2014, a claim for approximately $8.5 
million for lost agricultural production and lost profits from 1994 to 2012.  Kumtor has responded in writing to 
SIETS disputing both of these additional claims. 

On February 21, 2013, we received a claim from the State Agency for Environmental Protection and Forestry 
under the Kyrgyz Government (SAEPF) relating to alleged environmental damages at the Kumtor Project. The 
claim issued by SAEPF is for approximately $315 million for alleged damage in relation to waste placed in the 
tailings management facility, waste rock dumps, and for the generation, management and treatment of other 
types of wastes. The claim covers the period from 1996 to 2011.  Proceedings have been commenced by 
SAEPF in the Bishkek inter-district court. 

On October 11, 2013, Centerra received a statement of claim from the Green Party of Kyrgyzstan in the Bishkek 
Inter-District Court which seeks damages of approximately $9 billion for alleged environmental damages arising 
from the Kumtor operations since 1996. The claimant, Green Party, requests that the damages be paid by 
Kumtor to the Issyk-Kul Nature Protection and Forestry Development Fund, a Kyrgyz state fund. The claim by 
the Green Party relates to allegations substantially similar to the claims raised by SIETS and SAEPF.  

While we believe that the allegations contained in these claims are exaggerated or without foundation and (with 
respect to the claims arising prior to the effectiveness of the Release Agreement) are subject to the Release 
Agreement between Centerra and the Kyrgyz Republic dated June 6, 2009, there can be no assurance that the 
claims of environmental damage from SIETS, SAEPF or the Green Party of Kyrgyzstan will not be upheld and 
enforced.  If such claims should be upheld and enforced against us, it could have an adverse impact on our 
future cash flows, earnings, results of operations and financial condition.  In addition, additional claims for 
alleged environmental violations may be forthcoming.   
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Centerra’s heap leach operations could unintentionally discharge hazardous materials, such as sodium 
cyanide, into the environment 

The Kumtor and Boroo operations employ sodium cyanide, which is a hazardous material, to extract gold from 
ore.  In addition, the Boroo operation uses heap leaching as a means of applying sodium cyanide to gold-
bearing ore and collecting the resulting gold-bearing solution.  The Öksüt project, if it proceeds to production, 
may also employ a heap leach operation.  There is inherent risk of unintended discharge of hazardous materials 
in the operation of leach pads. 

In June 2013, Boroo experienced an excursion of solution from its heap leach pad. Should further incidents of 
sodium cyanide escaping from the leach pad and collection infrastructure at Boroo occur, otherwise be detected 
in the downstream surface and ground water points, or be accidentally released during transport, we could 
become subject to liability for remediation costs, which could be significant and may not be insured against.  In 
addition, production could be delayed or halted to allow for remediation, resulting in a reduction or loss of cash 
flow.  Finally, increased sensitivity in respect to the use of cyanide and the potential and perceived 
environmental impacts of cyanide use in mining operations could exacerbate potential reputational damage to 
the company in the event of a cyanide release. While we take appropriate steps to prevent discharges and 
accidental releases of sodium cyanide and other hazardous materials into the ground water, surface water and 
the downstream environment, there is inherent risk in the operation of leach pads and there can be no 
assurance that a release of hazardous materials will not occur. 

There is currently a capacity shortfall of the tailings management facility at Kumtor  

The Kumtor tailings dam design is currently approved by the Kyrgyz authorities to elevation 3,670.5 metres.  The 
dam crest is presently at elevation 3,667 metres.  Kumtor is required to apply and obtain permits from the Kyrgyz 
Government from time to time to address interim raising and construction activities.  The next tailings dam 
raising is scheduled for 2016.  

In addition, the currently permitted tailings management facility does not have sufficient capacity to store the 
entire approximate 93 million tonnes of ore to be processed in the current life-of-mine plan.  The capacity 
shortfall of approximately 50 million tonnes of ore or 33 million cubic metres of tailings will require further raising 
of the existing tailings dam beyond the 3,670.5 elevation, or the construction of an additional tailings facility to be 
completed prior to 2020.     

While we have obtained the necessary permits and authorizations in the past in connection with tailings dam 
raises, there are no assurances that such permits and authorizations can be obtained in the future or obtained in 
the timeframe required by us. If all necessary permits and authorizations are not obtained, delays in, or 
interruptions or cessation of our production from the Kumtor project may occur, which may have an adverse 
impact on our future cash flows, earnings, results of operations or financial condition. 

We may also be subject to liability or sustain losses in relation to certain risks and hazards against which we 
cannot insure or for which we may elect not to insure. The occurrence of operational risks and/or a shortfall or 
lack of insurance coverage could have an adverse impact on our future cash flows, earnings, results of 
operations and financial condition. 

Centerra faces substantial decommissioning and reclamation costs  

We are required to establish at each of our mine sites and development projects a decommissioning and 
reclamation plan. Provision must be made for the cost of decommissioning and reclamation for operating sites. 
These costs can be significant and are subject to change. We cannot predict what level of decommissioning and 
reclamation may be required in the future by regulators. If we are required to comply with significant additional 
regulations or if the actual cost of future decommissioning and reclamation is significantly higher than current 
estimates, this could have an adverse impact on our future cash flows, earnings, results of operations and 
financial condition. 
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Asset Management 

Centerra may experience mechanical breakdowns 

Our gold production operations at Kumtor and Boroo use expensive, large mining and processing equipment 
that requires a long time to procure, build and install.  Although we conduct extensive preventive maintenance 
programs at Kumtor and Boroo, there can be no assurance that we will not experience mechanical breakdowns 
of mining and processing equipment. 

In the past, we have experienced such mechanical breakdowns.  In February 2008, an unplanned shutdown of 
the ball mill at Kumtor was required to temporarily repair the ring gear which had failed. The in situ repair was 
completed in late March 2008 and the ball mill returned to full operation. A new gear was ordered from the 
original supplier of the mill.  In order to limit the impact which a shut-down would have had on production, the 
installation of the new gear was carried out in April 2010 when only low-grade mill feed was being processed. In 
June 2013, an increased number of cracks were observed in the ring gear of the Kumtor ball mill as compared to 
the previous inspection in April 2013. As a result the ring gear was rotated during a scheduled shutdown in 
August 2013. The Company continues to closely monitor the performance of the rotated ring gear. In the event 
that the ball mill cannot continue to operate with the existing rotated ring gear, a spare ring gear is available on 
site, although it would be expected to operate at 95 to 97% of the capacity of the existing rotated ring gear. A 
replacement ring gear has been ordered and is expected to arrive in the third quarter of 2014. In February 2009, 
the SAG mill at the Kumtor mill experienced a similar mechanical breakdown of the girth gear with the failure of 
two teeth.  A spare girth gear was installed immediately.  A replacement for the damaged quadrant of the girth 
gear was manufactured and returned to Kumtor stock in October 2010. 

In May 2011, Boroo experienced a failure of the SAG mill exciter that resulted in interruption to production for a 
period of nine days and reduced production for a further three weeks.  Equipment specialists were brought in to 
assist in repairs, and spare components were purchased.  In December 2012, Boroo experienced a failure of the 
SAG mill motor resulting in a two-day interruption to production before a plan to bypass the SAG mill was 
implemented.  Boroo is continuing to work on risk prevention and mitigation actions in this regard. 

Any extended breakdown in mining or processing equipment could have an adverse impact on our future cash 
flows, earnings, results of operations and financial conditions.  

Human Resources 

Both the Kumtor Project and the Boroo Projects are unionized and may be subject to labour 
disturbances   

Non-management employees at Kumtor and Boroo (including those in head office) are unionized and subject to 
collective agreements. At Kumtor, the current collective bargaining agreement will continue in effect until 
December 31, 2014.  At Boroo, the collective bargaining agreement expires on June 30, 2014.  There can be no 
assurance that, when such agreements expire, there will not be any delays in the renewal process, that 
negotiations will not prove difficult or that Centerra will be able to renegotiate the collective agreement on 
satisfactory terms, or at all.  The renewal of the collective agreement could result in higher on-going labour costs, 
which could have a material adverse impact on Centerra’s future cash flows, earnings, results of operations and 
financial condition. 

Centerra could be subject to labour unrest or other labour disturbances including strikes as a result of any failure 
of negotiations which could, while ongoing, have a material adverse impact on Centerra, including the 
achievement of any annual production guidelines and costs estimates.  On February 6, 2012, unionized 
employees at the Kumtor project began a 10-day illegal strike, during which operations at the mine were 
suspended.  The illegal work stoppage related to a dispute regarding social fund deductions, which resulted in 
higher labour costs, of approximately $2 million (for 2012).  Existing collective agreements may not prevent a 
strike or work stoppage, and any such work stoppage could have a material adverse impact on us.  
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Centerra’s success depends on its ability to attract and retain qualified personnel 

Recruiting and retaining qualified personnel is critical to our success. The number of persons skilled in the 
acquisition, exploration and development of mining properties is limited and competition for such persons is 
intense. As our business activity grows, it will require additional key financial, administrative and mining 
personnel as well as additional operations staff. The Restated Concession Agreement relating to the Kumtor 
operations also requires two thirds of all administrative or technical personnel to be citizens of the Kyrgyz 
Republic. However, it has been necessary to engage expatriate workers for our operations in Mongolia and, to a 
lesser extent, the Kyrgyz Republic because of the shortage of locally trained personnel. Although we believe that 
it will be successful in attracting, training and retaining qualified personnel, there can be no assurance of such 
success. If we are not successful in attracting and training qualified personnel, the efficiency of our operations 
could be affected, which could have an adverse impact on our future cash flows, earnings, results of operations 
and financial condition.  Further, the uncertainty surrounding our ability to develop the Gatsuurt project and 
prolong operations in Mongolia has increased the risk of personnel departures.  This risk is heightened by the 
increased presence of new companies in the country seeking qualified personnel. Further, the increased risk 
associated with potential reduced company control over its Kyrgyz operation with increased control therein by 
the Kyrgyz Government may have an adverse effect on employee morale potentially leading to the departure of 
some employees. 

Supply Chain 

Centerra’s properties are located in remote locations and require a long lead time for equipment and 
supplies 

We operate in remote locations and depend on an uninterrupted flow of materials, supplies and services to those 
locations. In addition, each of Kumtor and Boroo use expensive, large equipment that requires a long time to 
procure, build and install. Access to the Kumtor project has been restricted on several occasions by illegal 
roadblocks. Any interruptions to the procurement of equipment, or the flow of materials, supplies and services to 
our properties could have an adverse impact on our future cash flows, earnings, results of operations and 
financial condition. 

Centerra’s operations may be impacted by supply chain disruptions 

Our operations depend on uninterrupted supply of key consumables, equipment and components.  Both the 
Kyrgyz and Mongolian operations are limited with respect to alternative suppliers of fuel, and any disruption at 
supplier facilities could result in curtailment or suspension of operations.  In addition, major equipment and 
components and certain key consumables are imported, and any disruption in the transportation of these goods 
or the imposition of customs clearance requirements may result in production delays. 

Security 

Illegal trespass and illegal mining has occurred, and may continue to occur, on Centerra’s properties 

Illegal mining is widespread in Mongolia. Illegal miners have and may continue to trespass on our properties and 
engage in very dangerous practices, including climbing inside caves and old exploration shafts without any 
safety devices. We are unable to continuously monitor the full extent of our exploration and operating properties. 
The presence of illegal miners could also lead to project delays and disputes regarding the development or 
operation of commercial gold deposits, including disputes with Mongolian governmental authorities regarding 
reporting of reserves and mine production. The illegal activities of these miners could cause environmental 
damage (including environmental damage from the use of mercury by these miners) or other damage to our 
properties or personal injury or death, for which we could potentially be held responsible, all of which could have 
an adverse impact on our future cash flows, earnings, results of operations and financial condition. 

While our Kyrgyz operations are located in a remote area, attempts have been made by protesters and other 
groups, in the past, to access the site.  These rare events have not resulted in harm to personnel, business 
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interruption or damage to property, however there can be no assurance that future attempts to access the site 
will not cause harm to employees or property, or result in business interruption. 

Insurance 

Centerra may not be adequately insured for certain risks  

Although we maintain insurance to cover some of the operational risks and hazards in amounts we believe to be 
reasonable, insurance may not provide adequate coverage in all circumstances.  No assurance can be given 
that insurance will continue to be available at economically feasible premiums or that it will provide sufficient 
coverage for losses related to these or other risks and hazards. 

We may also be subject to liability or sustain losses in relation to certain risks and hazards against which the 
company cannot insure or for which it may elect not to insure.  The occurrence of operational risks and/or a 
shortfall or lack of insurance coverage could have an adverse impact on our future cash flows, earnings, results 
of operations and financial condition. 
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6. Investor information 

6.1 Description of share capital 

Our authorized share capital consists of an unlimited number of common shares, an unlimited number of Class A 
non-voting shares and an unlimited number of preference shares, issuable in series.  There are no constraints 
on the ownership of our shares, except as set out in the restated shareholders agreement dated as of June 6, 
2009 entered into among Centerra, Cameco and Kyrgyzaltyn (the Restated Shareholders Agreement).  See 
Restated Shareholders Agreement below. The following summary does not purport to be complete and 
reference is made to our articles of incorporation, as amended, which can be found on www.sedar.com.   

Common shares 

Each common share is entitled to: 

 one vote at meetings of shareholders, except for meetings at which only holders of another specified 
class or series of shares are entitled to vote separately as a class or series; 

 receive dividends if, as, and when declared by the Board; and 

 participate in any distribution of our net assets upon liquidation, dissolution or winding-up on an equal 
basis per share but subject to the rights of the holders of preference shares. 

There are no pre-emptive, redemption, purchase or conversion rights attached to our common shares. 

The Board, at a meeting held on May 9, 2006, approved a three-for-one stock split of our outstanding common 
shares, which was effected by way of a stock dividend.  Payable on June 1, 2006, shareholders of record at the 
close of business on May 29, 2006 received two additional common shares for each common share held.  Our 
common shares began trading on a split basis on May 25, 2006 on the Toronto Stock Exchange.   

As at December 31, 2013, there were 236,390,219 common shares issued and outstanding (on a non-diluted 
basis).  As at March 17, 2014, there were 236,390,219 common shares issued and outstanding (on a non-
diluted basis) and 3,932,867 options to acquire shares outstanding. 

Class A non-voting shares 

The Class A non-voting shares have the same terms and conditions as our common shares, except:  

 they will be non-voting; and 

 they will not be entitled to any dividends or distributions that can be attributed reasonably to KGC or its 
assets or operations 

There are currently no Class A non-voting shares outstanding as they have been created solely for the purposes 
of the insurance risk rights plan described below. 

Preference shares 

Preference shares may be issued at any time or from time to time in one or more series as may be determined 
by the Board.  The Board is authorized to fix before issue the number, the consideration per share and the 
designation of and, subject to the special rights and restrictions attached to all preference shares, the rights and 
restrictions attached to the preference shares of each series. The preference shares of each series rank on a 
parity with the preference shares of each other series with respect to the payment of dividends and the return of 
capital on liquidation, dissolution or winding-up.  The preference shares are entitled to a preference over the 
common shares and any other shares ranking junior to the preference shares with respect to the payment of 
dividends and the return of capital.  

http://www.sedar.com/
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The special rights and restrictions attaching to the preference shares as a class may not be amended without 
any approval as may then be required by law, subject to a minimum approval requirement of at least two thirds 
of the votes cast at a meeting of the holders of preference shares to be called and held for that purpose. 

There are currently no preference shares outstanding.  

Political risk insurance rights plan  

As a prerequisite to acquiring political risk insurance for our Kumtor mining operations, we adopted an insurance 
risk rights plan as of June 21, 2004.  Our political risk insurance policy expired in November 2012, but our 
insurance risk rights plan still remains in effect.  The insurance risk rights plan applies if an event occurs relating 
to KGC or its assets or operations at a time when Kyrgyzaltyn is controlled by the Kyrgyz Government and the 
event is caused by that Government and results in a payment to us under the political risk insurance coverage.  
In this event, the following will occur: 

 Each holder of our common shares will be entitled to exchange its shares for Class A non-voting shares.   
Kyrgyzaltyn has irrevocably elected to exchange all of its common shares for Class A non-voting shares 
and it is expected that no other shareholders would elect to do this. 

 The holders of our common shares (but not Class A non-voting shares) will be entitled to acquire 
additional common shares for C$0.01 per share, with the aggregate number of common shares 
available determined by a formula designed to provide for the holders of Class A non-voting shares to be 
diluted by an amount that approximates the proceeds received under the political risk insurance. 

 Following the exercise of the rights to acquire additional shares by our common shareholders, the Class 
A non-voting shares will convert back into common shares. 

Kyrgyzaltyn has also agreed that, following the determination by the Board that an event has occurred that could 
reasonably result in this plan being triggered and for so long as such event continues or until the process 
described above has been completed, it will not transfer its shares or exercise any voting rights in respect of its 
shares or be entitled to receive any dividends or distributions on its shares that can be attributed reasonably to 
KGC or its assets or operations or distributions from KGC during such period.  The plan will continue in effect 
until terminated by the Board based on a determination that it is no longer necessary or desirable having regard 
to, among other things, the extent of our operations based in the Kyrgyz Republic.  A copy of the plan can be 
found on SEDAR at www.sedar.com. 

6.2 Market for our securities 

We completed our initial public offering on June 30, 2004. Our common shares are listed on the Toronto Stock 
Exchange under the symbol “CG”. 

Trading price and volume 

The table below shows the high and low prices and trading volume for our common shares on the TSX in 2013.  
All prices listed below are in Canadian dollars. 

2013 High ($) Low ($) Volume 

January 10.42 8.35 10,045,185 

February 9.59 6.48 7,112,126 

March 6.97 6.01 5,202,776 

April 6.16 3.59 16,387,215 

May 4.44 3.30 29,233,667 

June 5.04 2.99 13,876,538 

July 4.93 3.27 10,153,010 

August 7.20 3.87 18,716,789 

September  6.93 4.61 18,120,043 

http://www.sedar.com/
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October 5.38 3.63 10,925,235 

November 4.16 2.82 12,331,687 

December 4.39 3.07 11,250,327 

 

On December 31, 2013, the closing price of our common shares on the TSX was $4.32. 

Registrar and transfer agent 

The transfer agent and registrar for our common shares is the CST Trust Company at its principal offices in 
Toronto, Ontario. 

6.3 Dividend policy 

The table below shows the dividends paid per common share over the last three financial years. 

 2013 2012 2011 

Cash dividends  $0.16
(1)

 $0.12
(2)

 $0.40
(3)

 

   
Notes:   
(1) On each of February 20, May 8, July 31 and October 30, 2013, we declared a quarterly dividend of C$0.04 per share.  These 

dividends were payable: (i) on March 21, 2013 to shareholders of record on March 7, 2013; (ii) on June 6, 2013 to shareholders of 
record on May 23, 2013; (iii) on August 29, 2013 to shareholders of record on August 15, 2013; and (iii) on November 25, 2013 to 
shareholders of record on November 15, 2013, respectively. 

(2) On each of May 15, August 1 and November 7, 2012, we declared a quarterly dividend of C$0.04 per share.  These dividends 
were payable: (i) on June 15, 2012 to shares of record on May 31, 2012; (ii) on August 30, 2012 to shareholders of record on 
August 17, 2012; and (iii) on December 6, 2012 to shareholders of record on November 22, 2012, respectively. 

(3) On April 29, 2011, we declared a special dividend of C$0.30 per share and an annual dividend of C$0.10 per share, payable on 
May 18, 2011 to shareholders of record on May 12, 2011.   

 

In July 2010, we adopted a dividend policy whereby the decision to pay dividends, the timing and the quantum 
thereof is to be determined by the Board from time to time based on, among other things, our cash balance, 
operating cash flows, anticipated capital requirements for future growth and the yields of comparable companies’ 
dividend rates.  

Pursuant to the terms of the Credit Facility, we are restricted from declaring dividends during the term of the 
Credit Facility, provided however that so long as an event of default is not occurring, we can declare dividends 
(subject to compliance with certain other provisions in the Credit Facility, including a cap on the cumulative 
dividend amount). 

6.4 Material contracts 

The following are the only material contracts, other than contracts entered into in the ordinary course of business 
not otherwise required to be disclosed, that we have entered into within the most recently completed fiscal year 
or before the most recently completed fiscal year but still in effect. 

Restated investment agreement  

Centerra, KOC, KGC, the Government of the Kyrgyz Republic and Kyrgyzaltyn entered into a Restated 
Investment Agreement dated as of June 6, 2009. The Restated Investment Agreement and related agreements 
set out the terms and conditions applicable to our ongoing operation and development of the Kumtor project, 
including providing for a comprehensive tax regime applicable to the Kumtor project.  The Restated Investment 
Agreement has a term lasting until the earlier of 2042 or when the deposits comprising the Kumtor project are 
exhausted and mining is completed.  For further information, see the section of this AIF entitled “Centerra’s 
properties – Material properties – Kumtor project”. 
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Restated shareholders agreement 

The Restated Shareholders Agreement was entered into among Centerra, Cameco and Kyrgyzaltyn as of June 
6, 2009 and sets out the rights and obligations of Centerra and Kyrgyzaltyn with respect to their respective 
ownership of our shares.   

The Restated Shareholders Agreement provides that, in the event that Kyrgyzaltyn wishes to initiate a 
distribution of our common shares, whether by private placement or public offering, we shall furnish all 
reasonable assistance in preparing the required disclosure documents.  We are obliged to provide such 
assistance to Kyrgyzaltyn only once in any 12-month period and the costs of this assistance is for the account of 
Kyrgyzaltyn.  Also, if we propose to issue any of our common shares by private placement or public offering, we 
will provide Kyrgyzaltyn with an opportunity to sell its shares as part of the offering provided that our reasonable 
capital needs take priority. 

So long as Kyrgyzaltyn and its affiliates continue to hold 10% or more of our outstanding common shares, we will 
include in our proposed slate of directors nominated for election at each annual or special meeting two Board 
nominees designated by Kyrgyzaltyn, one of whom must be independent of the Kyrgyz Government.  Should 
Kyrgyzaltyn’s interest constitute less than 10% but more than 5% of our outstanding common shares, 
Kyrgyzaltyn’s right to Board nominee is limited to one.   

We also entered into a separate agreement with Kyrgyzaltyn confirming that we will use commercially 
reasonable efforts to have at least one representative of Kyrgyzaltyn elected as Chairman of the KGC Board of 
Directors, a member of the KGC Management Committee and a member of the KGC Auditing Committee. 

Restated concession agreement 

The restated concession agreement is described under the heading “Centerra’s Properties – Material properties 
– Kumtor project – Property description, location and concession”. 

Insurance risk rights plan agreement 

The insurance risk rights plan agreement is described above under the heading “Description of share capital – 
Political risk insurance rights plan”. 

6.5 Legal proceedings and regulatory actions 

Other than the proceedings discussed elsewhere in this document we are not a party to, or the subject of, any 
legal proceedings or regulatory actions that are outside of the ordinary course of business or that we would 
anticipate would result in a material adverse impact on our financial position or our results of operations, and no 
such proceedings or actions are known to be contemplated. 

6.6 Interests of experts 

Our auditor, KPMG LLP, is independent in accordance with applicable rules of professional conduct of the 
Institute of Chartered Accountants of Ontario.   

The individuals who are qualified persons for the purposes of NI 43-101 are listed under the section of this AIF 
entitled “Technical information”.  As a group, they beneficially own, directly or indirectly, less than 1% of any 
class of the outstanding securities of Centerra and our associates and affiliates. 
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7. Glossary of geological and mining terms 
 

The following is a glossary of technical terms and abbreviations that appear in this AIF: 

alluvial Relating to deposits made by flowing water, washed away from one place and 
deposited in another. 

assay An analysis to determine the presence, absence or concentration of one or 
more chemical components. 

ball mill A large steel cylinder containing steel balls into which crushed ore is fed.  The 
ball mill is then rotated, causing the balls to cascade and grind the ore. 

belt An area characterized by a particular assemblage of mineral deposits, or by 
one or more characteristic types of mineralization. 

bench A ledge that, in open pit mines and quarries, forms a single level of operation 
above which minerals or waste materials are excavated from a contiguous 
bank or bench face.  The mineral or waste is removed in successive layers, 
each of which is a bench. 

blast hole A hole drilled for the purpose of inserting an explosive charge in a material to 
be blasted. 

block model A model that utilizes a three-dimensional block grid of a fixed or variable size 
to estimate in-situ resources and reserves. 

breccia Rock consisting of fragments, more or less angular, in a matrix of finer-grained 
or cementing material. 

capping Individual assays above this assay grade value are limited to prior grade 
interpolation.  Also referred to as high-grade top cutting. 

carbon-in-leach (CIL) A recovery process in which a slurry of gold ore, carbon granules and cyanide 
are mixed together.  The cyanide dissolves the gold, which is then absorbed 
by the carbon.  The carbon is subsequently separated from the slurry and the 
gold removed from the carbon. 

circuits Facilities for removing valuable minerals from ore so that it can be processed 
and sold. 

colluvium A loose deposit of rock debris accumulated through the action of gravity at the 
base of a cliff or slope. 

concentrate A product containing valuable metal from which most of the waste material in 
the ore has been eliminated. 

concession Grants made under a system whereby the state or the private owner has the 
right to grant concessions or leases to mine operators subject to certain 
general restrictions.  Concession systems are used in almost every mining 
country in the world except the United States. 

cutoff grade The minimum metal grade at which a tonne of rock can be economically 
mined and processed. 

cuttings The particles of rock produced in a borehole by the abrasive or percussive 
action of a drill bit. 

cyanidation A method of extracting gold or silver by dissolving it in a weak solution of 
sodium cyanide. 
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cyclone A cone-shaped separator into which pulp is fed and then spun in a circular 
path.  Coarser and heavier solids exit at the apex of the cone (cyclone 
underflow) while finer particles overflow from the central vortex (cyclone 
overflow). 

deposit A mineralized body that has been physically delineated by sufficient drilling, 
trenching and/or underground work and found to contain a sufficient average 
grade of metal or metals to warrant further exploration and/or development 
expenditures; such a deposit does not qualify as a commercially mineable 
orebody or as containing mineral reserves until final legal, technical and 
economic factors have been resolved. 

depressurization The mechanical process of lowering or removing hydraulic water pressure 
from a geological structure or unit without the complete removal of the 
contained water. 

dewatering The mechanical process of removing or controlling water contained within a 
geological structure, unit or excavated opening such as an open pit or 
underground working. 

diamond drill A type of rotary drill that cuts by abrasion rather than percussion.  The cutting 
bit is set with diamonds and is attached to the end of long hollow rods through 
which water is pumped to the cutting face.  The drill cuts a core of rock which 
is recovered in long cylindrical sections, approximately two centimetres or 
more in diameter. 

dip The angle at which a bed, stratum or vein is inclined from the horizontal, 
measured perpendicular to the strike and in the vertical plane. 

dilution The effect of waste or low-grade ore being included in mined ore, increasing 
tonnage mined and lowering the overall ore grade. 

doré Unrefined gold and silver bullion bars usually consisting of approximately 90% 
precious metals that will be further refined to almost pure metal. 

drill core A long cylindrical sample of rock, approximately two centimetres in diameter, 
brought to the surface by diamond drilling. 

electrowinning Recovery of a metal from ore by means of electro-chemical processes. 

facies A term of wide application, referring to such aspects of rock units as rock type, 
mode of origin, composition, fossil content or environment of deposition. 

fault A fracture in the earth’s crust, along which there has been displacement of the 
two sides relative to one another and parallel to the fracture.  The 
displacement may be a few inches or many miles long. 

feasibility study 

 

A comprehensive study of a deposit in which all geological, engineering, 
operating, economic and other relevant factors are considered in sufficient 
detail that it could reasonably serve as the basis for a final decision by a 
financial institution to finance the development of the deposit for mineral 
production. 

fire assay The assaying of metallic ores, in particular gold and silver, at high 
temperatures with an assay furnace. 

flotation 

 

A milling process by which some mineral particles are induced to become 
attached to bubbles of froth and float.  Others are left to sink so that the 
valuable minerals are concentrated and separated from the remaining rock or 
mineral material. 

fresh Rock surface that has not been subjected to or altered by surface weathering, 
such as a rock newly exposed by fracturing. 
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g/t Grams per tonne. 

geotechnical drilling Drilling for the purpose of collecting information to be used in rock stability 
analyses. 

grade The amount of mineral in each tonne of ore. 

gravimetric Of or relating to measurement by weight. 

gravity concentration 

 

The separation of grains of minerals using a concentration method based on 
the different densities of those minerals. 

host rock The body of rock in which mineralization of economic interest occurs. 

hydrothermal alteration Alteration of rocks or minerals by the reaction of hydrothermal water with pre-
existing solid phases. 

igneous 

 

A rock or mineral that has solidified from molten or partly molten material, i.e., 
from a magma.  Also applied to processes leading to, related to or resulting 
from the formation of such rocks. 

in-fill drilling Drilling within a defined mineralized area to improve the definition of the 
known mineralization. 

intrusive Rock which, while molten, penetrated into or between other rocks but solidified 
before reaching the surface. 

induced polarization (IP) 
survey 

An electrical geophysical survey method used to aid in geological mapping 
and the identification of potential mineralized zones containing sulphide 
minerals. 

ISA mill 

 

kaolinization 

A high intensity, stirred mill used in the fine grinding of mineral ores.  It was 
developed by Mount Isa Mines in the 1990s. 

The formation of the mineral kaolin as a result of weathering or hydrothermal 
alteration. 

kriging A commonly used method to compute resources using a weighted moving 
average to interpolate values (grades) from a sample data set onto a grid. 

lattice An array of points in space such that any straight line drawn between any two 
points and continued will pass at equal intervals through a succession of 
similar points.  Fourteen possible lattices exist. 

leach To extract minerals or metals from ore with chemicals. 

lens A body of ore or rock that is thick in the middle and converges toward the 
edges, resembling a convex lens. 

loess 

 

A widespread, nonstratified, porous, friable, usually highly calcareous, blanket 
deposit (generally less than 30 metres thick), consisting predominantly of silt 
with subordinate grain sizes ranging from clay to fine sand. 

lost core 

 

The portion of a core that is not recovered.  It may include soft rock that 
crumbles and falls from the core barrel or solid pieces of core that drop to the 
bottom of a borehole after slipping out of the core barrel while the drill string is 
being pulled from a drill hole. 

matrix The non-valuable minerals in an ore. 

micron Former term for “micrometer,” meaning a unit of length equal to one-millionth 
of a metre. 

mill A processing facility where ore is finely ground and thereafter undergoes 
physical or chemical treatment to extract the valuable metals. 
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mineral reserves 

 

The economically mineable part of a measured or indicated mineral resource 
demonstrated by at least a preliminary feasibility study.  This study must 
include adequate information on mining, processing, metallurgical, economic 
and other relevant factors that demonstrate, at the time of reporting, that 
economic extraction can be justified.  A mineral reserve includes diluting 
materials and allowances for losses that may occur when the material is 
mined. 

 Proven mineral reserve: The economically mineable part of a measured 
mineral resource demonstrated by at least a preliminary feasibility study.  This 
study must include adequate information on mining, processing, metallurgical 
economic and other relevant factors that demonstrate, at the time of reporting, 
that economic extraction is justified. 

 Probable mineral reserve: The economically mineable part of an indicated 
mineral resource, and in some circumstances a measured mineral resource, 
demonstrated by at least a preliminary feasibility study.  This study must 
include adequate information on mining, processing, metallurgical, economic 
and other relevant factors that demonstrate, at the time of reporting, that 
economic extraction can be justified. 

mineral resources 

 

A concentration or occurrence of diamonds, natural solid inorganic material, or 
natural solid fossilized organic material including base and precious metals, 
coal, and industrial minerals in or on the earth’s crust in such form and 
quantity and of such a grade or quality that it has reasonable prospects for 
economic extraction.  The location, quantity, grade, geological characteristics 
and continuity of a mineral resource are known, estimated or interpreted from 
specific geological evidence and knowledge. 

 Measured mineral resources: That part of a mineral resource for which 
quantity, grade or quality, densities, shape and physical characteristics are so 
well established that they can be estimated with confidence sufficient to allow 
the appropriate application of technical and economic parameters to support 
production planning and evaluation of the economic viability of the deposit.  
The estimate is based on detailed and reliable exploration, sampling and 
testing information gathered through appropriate techniques from locations 
such as outcrops, trenches, pits, workings and drill holes that are spaced 
closely enough to confirm both geological and grade continuity. 

 Indicated mineral resources: That part of a mineral resource for which 
quantity, grade or quality, densities, shape and physical characteristics can be 
estimated with a level of confidence sufficient to allow the appropriate 
application of technical and economic parameters to support mine planning 
and evaluation of the economic viability of the deposit.  The estimate is based 
on detailed and reliable exploration and testing information gathered through 
appropriate techniques from locations such as outcrops, trenches, pits, 
workings and drill holes that are spaced closely enough for geological and 
grade continuity to be reasonably assumed. 

 Inferred mineral resources: That part of a mineral resource for which 
quantity and grade or quality can be estimated on the basis of geological 
evidence and limited sampling and reasonably assumed, but not verified, 
geological and grade continuity.  The estimate is based on limited information 
and sampling gathered through appropriate techniques from locations such as 
outcrops, trenches, pits, workings and drill holes. 

mineralization The concentration of minerals within a body of rock. 
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net smelter return (NSR) 
royalty  

 

A royalty payment made by a producer of metals, normally to a previous 
property owner, based on gross mineral production from the property, less 
deduction of certain costs. 

nugget effect Grade variation due to measurement errors and short-range special variation 
at short distances. 

open pit mine A mine that is entirely open to the surface. 

ore A metal or mineral, or a combination of these, of sufficient quality and quantity 
to enable it to be mined at a profit. 

ounces (oz) Troy ounces = 31.103 grams. 

oxidation A chemical reaction caused by exposure to oxygen that results in a change in 
the chemical composition of a mineral. 

pit design An open pit contour surface based on an optimized pit shell that has been 
engineered in detail by adding access ramps and by smoothing of the pit 
walls.  Pit designs are supported by detailed mining plans. 

pit shell A non-engineered open pit contour surface produced by optimization software 
at a particular gold price, without consideration to equipment access and 
mining plans. 

placer A deposit of sand or gravel that contains particles of gold or other heavy, 
valuable minerals.  The common types are stream gravels and beach sands. 

preg-robbing When leaching ore, a dilute cyanide solution is used to dissolve the gold to 
produce a “pregnant solution”.  When carbon mineralization is present in the 
ore it may re-absorb some of the gold from the pregnant solution.  This 
process is referred to as “preg-robbing”. 

pulp A mixture of ground ore and water capable of flowing through suitably graded 
channels as a fluid. 

pyrite An iron sulfide mineral, normally of little value and sometimes referred to as 
“fool’s gold”. 

recovery The proportion of valuable material obtained as a result of processing an ore.  
It is generally stated as a percentage of valuable metal in the ore that is 
recovered compared to the total valuable metal present in the ore. 

refractory material 

 

Ore from which it is difficult to recover valuable substances.  Refractory 
material must be pre-treated before gold can be recovered from it through 
conventional cyanidation. 

reserves Means mineral reserves. 

resources Means mineral resources. 

reverse circulation (RC) 

 

The circulation of bit-coolant and cuttings-removal liquids, drilling fluid, mud, 
air or gas down a borehole outside the drill rods and upward inside the drill 
rods.  Also called “countercurrent” or “counterflush”. 

roasting 

 

A method of oxidizing refractory ore using very high temperatures to thermally 
decompose the sulphide minerals encapsulating the gold, which is ultimately 
recovered using conventional cyanide leaching. 

schist 

 

A strongly foliated crystalline rock that can be readily split into thin flakes or 
slabs due to the well developed parallelism of more than 50% of the minerals 
present in it. 

sedimentary rocks Secondary rocks, such as lime, shale and sandstone, formed from material 
derived from other rocks. 
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semi-autogenous (SAG) 
grinding 

A method of grinding rock into fine sand, in which the grinding media consist 
of larger chunks of rock and steel balls. 

shear key 

 

The removal of weak materials in a specified area and replacement with 
engineered fills to provide improved shear resistance and impermeability in 
the foundation of a dam. 

shearing Deformation resulting from stresses that cause, or tend to cause, contiguous 
parts of a body to slide relative to each other. 

sinistral A fault on which the displacement is such that the side opposite the observer 
appears displaced to the left. 

slurry A suspension of fine solid particles in a liquid, not thick enough to consolidate 
as a sludge. 

stockwork A mineral deposit consisting of a three-dimensional network of planar to 
irregular veinlets closely enough spaced that the whole mass can be mined. 

strike The horizontal direction or trend of a geologic structure. 

strike-slip fault A fault on which the movement is parallel to the fault’s strike. 

strip (or stripping) ratio The tonnage or volume of waste material that must be removed to allow the 
mining of one tonne of ore in an open pit. 

tailings The material that remains after recoverable metals or minerals of economic 
interest have been removed from ore through milling. 

tailings dam A natural or man-made confined area suitable for depositing tailings. 

tellurides Ores of the precious metals (chiefly gold) containing tellurium, a semi-metallic, 
trigonal mineral. 

thrust An overriding movement of one crustal unit over another. 

vein A sheet-like body of minerals formed by fracture filling or replacement of host 
rock. 

waste Barren rock in a mine, or mineralized material that is too low in grade to be 
mined and milled at a profit. 
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Schedule A - 
Audit Committee charter 

Purpose 

The purpose of the Audit Committee is to assist the Board of Directors in fulfilling its oversight responsibilities in 
relation to (a) the external auditor, (b) the internal auditor, (c) financial reporting, (d) compliance with legal and 
regulatory requirements related to financial reporting and certain corporate policies, and (e) internal controls over 
financial reporting and disclosure controls. 

Composition 

The members of the Audit Committee and its Chair shall be appointed annually by the Board on the 
recommendation of the Nominating and Corporate Governance Committee.  The Audit Committee shall consist 
of at least three and not more than six members.  Each member will be independent and financially literate (as 
such terms are defined in National Instrument 52-110 – Audit Committees, as amended from time to time).  

Meetings 

The Audit Committee will meet at least four times annually and as many additional times as the Audit Committee 
deems necessary to carry out its duties effectively.  The Audit Committee will meet privately with each of the 
external auditor, the internal auditor and management at each regularly scheduled meeting. 

Notice of every meeting will be given to each member, the Chair of the Board, the external auditor and the 
internal auditor. 

A majority of the members of the Audit Committee shall constitute a quorum.  No business may be transacted by 
the Audit Committee except at a meeting of its members at which a quorum of the Audit Committee is present.  

The Audit Committee may invite such officers, directors and employees of the Corporation and such other 
persons as it may see fit from time to time to attend meetings of the Audit Committee and assist in the 
discussion and consideration of any matter. 

A meeting of the Audit Committee may be convened by the Chair of the Audit Committee, a member of the Audit 
Committee, the external auditor or the internal auditor. 

Duties and Responsibilities 

Financial Reporting 

1. Review and recommend to the Board for approval the audited annual financial statements and related 
management’s discussion and analysis. 

2. Review and recommend to the Board for approval all interim financial statements and quarterly reports 
and related management’s discussion and analysis. 

3. Before the release of financial statements and related disclosures to the public, obtain confirmation from 
the CEO and CFO as to the matters addressed in the certifications required by the securities regulatory 
authorities.  

4. Review and recommend to the Board for approval all earnings press releases.  

5. Review and recommend to the Board for approval all other press releases containing financial 
information based upon the Corporation’s financial statements prior to their release and all earnings 
guidance. 
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6. Review and recommend to the Board for approval all other financial statements that require approval by 
the Board before they are released to the public, including financial statements for use in prospectuses 
or other offering or public disclosure documents and financial statements required by regulatory 
authorities. 

7. Review status of significant accounting estimates and judgments (e.g., reserves) and special issues 
(e.g., major transactions, changes in the selection or application of accounting policies, off-balance 
sheet items, effect of regulatory and financial initiatives). 

8. Review management’s assessment and management of financial risks (e.g., hedging, insurance, debt). 

9. Review any litigation, claim or other contingency that could have a material effect on the financial 
statements. 

10. Discuss with the external auditor the quality, not just the acceptability, of the Corporation’s accounting 
principles as applied in its financial reporting.  

11. Discuss with the external auditor any (i) difference of opinion with management on material auditing or 
accounting issues and (ii) any audit problems or difficulties experienced by the external auditor in 
performing the audit. 

12. Discuss with management and the external auditor any significant financial reporting issues considered 
and the method of resolution. 

External Auditor 

13. Recommend to the Board the external auditor to be nominated for appointment or re-appointment by the 
shareholders.  

14. Evaluate the external auditor’s qualifications, performance and independence. 

15. Review the Corporation’s policies for hiring employees and former employees of the external auditor. 

16. Review and approve the external auditor’s plans for the annual audit and interim reviews including the 
auditor’s fees. 

17. Review and pre-approve all non-audit service engagement fees and terms in accordance with applicable 
law. 

18. Consider any matter required to be communicated to the Audit Committee by the external auditor under 
applicable generally accepted auditing standards, applicable law and listing standards, including the 
auditor’s report to the Audit Committee (and management’s response thereto). 

19. Require, in accordance with applicable law, that the external auditor report directly to the Audit 
Committee. 

Internal Auditor 

20. Review and approve the appointment or removal of internal auditor. 

21. Review and approve the mandate of internal auditor and the scope of the internal auditor’s annual work 
plan. 

22. Require that the internal auditor report directly to the Audit Committee. 

23. Review significant audit findings and status updates on recommendations. 

24. Review the internal auditor’s ongoing assessments of the Corporation’s business processes and system 
of internal controls. 

25. Review the effectiveness of the internal audit function. 
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Compliance 

26. Review procedures adopted by the Corporation to ensure that all material statutory deductions have 
been withheld by the Corporation and remitted to the appropriate authorities. 

27. Monitor compliance with the Code of Ethics Policy and the Policy on International Business Conduct. 

28. Review with legal counsel any legal matters that could have a significant effect on the Corporation’s 
financial statements. 

29. Review with legal counsel the Corporation’s compliance with applicable laws and regulations and 
inquiries received from regulators and governmental agencies to the extent they may have a material 
impact on the financial position of the Corporation. 

30. Oversee procedures in the Code of Ethics Policy for (i) the receipt, retention and treatment of complaints 
regarding accounting, internal accounting controls or auditing matters and (ii) the confidential, 
anonymous submission by employees of concerns regarding such matters. 

31. Review reports of compliance with the Corporation’s Financial Risk Management Policy and report to 
the Board thereon, and recommend to the Board any amendments to such policy.   

32. Review and approve financial risk management programs.   

Internal Controls and Disclosure Controls 

33. Oversee management’s review of the adequacy of the internal controls that have been adopted by the 
Corporation to safeguard assets from loss and unauthorized use and to verify the accuracy of the 
financial records. 

34. Review any special audit steps adopted in light of material control deficiencies. 

35. Review the controls and procedures that have been adopted by the Corporation to confirm that material 
information about the Corporation and its subsidiaries that is required to be disclosed under applicable 
law or stock exchange rules is disclosed. 

Other 

36. Review a report, at least annually, from the Reserves Committee on the Corporation’s mineral reserves 
and resources. 

37. Review and pre-approve all proposed related party transactions and situations involving a director's, a 
senior officer's or an affiliate's potential or actual conflict of interest that are not required to be dealt with 
by an "independent committee" pursuant to securities law rules, other than routine transactions and 
situations arising in the ordinary course of business, consistent with past practice. 

38. Review the appointment of the CFO and review with the CFO the qualifications of new key financial 
executives involved in the financial reporting process. 

39. In conjunction with Human Resources and Compensation Committee, review succession plans for the 
CFO and the Controller. 

40. Review on an annual basis expenses submitted for reimbursement by the CEO. 

41. Provide orientation for new members and continuing education opportunities for all members to enhance 
their expertise and competencies with finance and accounting. 

Reporting 

The Audit Committee will report regularly to the Board on all other significant matters it has addressed and with 
respect to such other matters that are within its responsibilities. 
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Review and Evaluation 

The Audit Committee will annually review and evaluate the adequacy of its mandate and recommend any 
proposed changes to the Nominating and Corporate Governance Committee.  It will also participate in an annual 
performance evaluation by the Nominating and Corporate Governance Committee. 

Chair 

Each year, the Board will appoint one member to be Chair of the Audit Committee.  If, in any year, the Board 
does not appoint a Chair of the Audit Committee, the incumbent Chair will continue in office until a successor is 
appointed. 

Removal and Vacancies 

Any member of the Audit Committee may be removed or replaced at any time by the Board and shall cease to 
be a member of the Audit Committee upon ceasing to be a director.  The Board may fill vacancies on the Audit 
Committee by appointment from among its members.  If and whenever a vacancy shall exist on the Audit 
Committee, the remaining members may exercise all its powers so long as a quorum remains in office.  Subject 
to the foregoing, each member of the Audit Committee shall remain as such until the next annual meeting of 
shareholders after that member's election. 

Access to Outside Advisors 

The Audit Committee may, without seeking approval of the Board or management, select, retain, terminate, set 
and approve the fees and other retention terms of any outside advisor, as it deems appropriate.  The 
Corporation will provide for appropriate funding, for payment of compensation to any such advisors, and for 
ordinary administrative expenses of the Audit Committee. 


