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Often described as the core of the Asian con-
tinent, the defi nition of Central Asia and 
its constituent countries vary, sometimes 

quite wildly, depending on who you talk to. 
Despite their emergence as independent states 

in 1991 following the collapse of the Soviet Union, 
many of the countries in the region are still striving 
to find their own identities and prove that they 
have more than oil on offer.  

The reality is that Kazakhstan, Uzbekistan, Azer-
baijan and Kyrgyzstan are all rich in minerals, but for 
foreign companies, navigating the high levels of 
bureaucracy and regulations, as well as political and 
social resistance to mining projects, has made get-
ting mining projects off the ground tough going. 

Kazakhstan, which is home to the region’s largest 
economy, largest population and arguably the 
greatest mineral potential, is a case in point. The 
country’s government is keen to diversify and pres-
ident Nursultan Nazarbayev has ambitious plans to 
turn the country into one of the world’s top-30 
economies by 2050.  

Uranium is one of the region’s best-known assets 
and, according to the recently published 2014 EMD 
Uranium Annual Committee Report, Central Asia’s 
uranium deposits are causing other countries to sit 
up and take notice. India, in particular, so says the 
report, is casting its gaze towards Uzbekistan and 
Kazakhstan to meet its uranium needs. 

Kazakhstan produces around 36% of global 
annual uranium supply, most of which goes to Rus-
sia and China. According to the World Nuclear 
Association (WNA), the country produced a whop-
ping 21,317t of uranium in 2012 – almost 37% of 
the world total – and that figure is only set to rise. 
State-owned JS NAC Kazatomprom  controls all ura-
nium exploration and mining as well as other 
nuclear-related activities in the country. 

Although Uzbekistan’s uranium production is 
much smaller than its Central Asia neighbour, with 
the country producing 3,000t of uranium in 2012, it 
is now the world’s seventh largest uranium sup-
plier, according to the WNA. Navoi Mining & Metal-
lurgy Combinat (NMMP) , part of state-owned 
Kyzylkumredmetzoloto, undertakes all uranium 
mining in the country, as well as gold mining and 
other activities. 

Streamlining
It would be fair to say that Kazakhstan, which as well 
as uranium is well known for its chromium, copper 
and coal production, is where the most significant 
mineral investment opportunities have emerged, 
including for foreign investors, in the Central Asian 
region. For this reason it has become a focal point for 
mining interest and its capital Astana, is home to the 

annual MINEX Central Asia mining and exploration 
forum, which this year attracted more than 350 sen-
ior executives from the mining industry both within 
the region and further afield.

James Scoville, a partner at Debevoise & 
Plimpton, who attended and spoke at this year’s 
conference that took place from March 31-April 2, 
told Mining Journal interest in Kazakhstan’s mining 
potential was clear to see. “There was a great deal 
of interest [in the region] at the conference, particu-
larly in Kazakhstan and upcoming changes to min-
ing regulations there,” he said. 

Scoville added that the presentation that drew 
the biggest crowds was the one by the govern-
ment’s chief regulatory body, the Ministry of Indus-
try and New Technologies of the Republic of 
Kazakhstan (MINT), which highlighted proposed 
changes to the country’s mining code.  

“The regulatory body gave a presentation, 
explaining what they were hoping to achieve and 
the impact [it would have] on the approval process, 
which plays such a big role in this world,” he said. 

“They explained that they are hoping to draw 
from best practices in other jurisdictions such as in 
Australia, where it is first in, first considered, and 
they’re hoping to provide some clarity on the 
review process of an application for a new mining 
contract or subsoil contract… so naturally there 
was a great deal of interest in this.”

According to Rashid Gaissin, managing partner 
at Kazakh law firm Grata, the proposed changes are 
intended to encourage foreign investors, who have 
long lamented Kazakhstan’s overly complex licens-
ing and permitting systems.

“The prime minister of Kazakhstan has set MINT 
the task of formulating a draft mining code, the 
purpose of which is to simplify the permit system 
and improve attractiveness to investors,” he told 
Mining Journal.

“At present the main challenge is perceived to be 
the difficulty in gaining access to geological infor-
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Where east meets west
Behind the red tape, disputes and unrest, there are prospects aplenty for miners in Central Asia

Fast facts: Kazakhstan

  Capital: Astana
  Population: 16.79 million
  Real GDP growth: 
5% (2013 est.)

  Currency: Kazakhstani 
tenge

Centra Asia Minerals’ Kounrad 
copper plant in Kazakhstan
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mation. The forthcoming mining code aims to 
address this problem directly by simplifying licens-
ing procedures and elaborating ways to access 
modern geological data.”

Gaissin said the draft code was due to be pre-
sented to the Kazakh parliament on July 1. 

Although the proposals sound positive on the 
face of it, Anna Walker, head of analysis for Europe 
and CIS at Control Risks, said this change would not 
be a panacea for all the industry’s problems. 

“The government announced its intention in 
January to open tenders for up to nine oil blocks in 
2014, but has not declared anything similar for the 
mining and metallurgy sector, even though the lift-
ing of the moratorium was specifically linked with 
the need to increase investment here,” she told 
Mining Journal.

Although she admitted the delay could be con-
nected to the ongoing revision of subsoil legisla-
tion, she stressed more changes would be required 
to attract foreign investors. “Simplification of the 
licensing regime would certainly help to encourage 
new investors, though in and of itself is unlikely to 
be significant enough to result in an upsurge in for-
eign interest.”

Aliya Aralbayeva, director of Grata’s representa-
tive office in the UK, added that a number of amend-
ments to Kazakhstan’s subsoil use laws had also 
been put forward to parliament for consideration.

“Whereas in the past every subsoil user company 
had to seek a state pre-emptive rights waiver when 
selling their interests or listing companies on stock 
exchanges, under the new regulations the waiver 
of state pre-emptive rights when selling and trans-
ferring participatory interest in natural resources 
companies will only be required for fields of strate-
gic significance,” she said.

She added the government also wanted to sim-
plify procurement rules for subsoil user companies 
and introduce changes to simplify and speed up pro-
curement for goods, works and services processes.

Full speed ahead
Away from regulatory hurdles, a number of miners 
are surging ahead in Kazakhstan.  

Central Asia Metals plc made a promising start to 
2014, announcing that it had produced 1,905t of 
copper from its Kounrad copper mine in the March 
quarter, up 13.7% on the 1,675t it produced in the 
same period in 2013. 

After exceeding its production target by 5% in 
2013, which was the first full year of operations, the 
company has now set its production target for 2014 
at 11,000t, a 10% increase on the initial 10,000t tar-
get set in 2013. 

Central Asia chief executive Nick Clarke told Min-
ing Journal that the positive results were largely 
down to things running better than expected. 
“Well, things went slightly better for us during the 
year than we planned,” he said. 

The plant was constructed within 21 months for 
a capital cost of US$39 million, US$8 million below 
budget. “It was under budget, it was on time, it pro-
duces what it says it will produce, it’s a bit like Ron-
seal, it does what it says on the tin,” he said. 

Clarke added that several judicious decisions over 

equipment and design have also saved the company 
both time and money. “Essentially we cherry-picked 
bits of equipment, selecting the most appropriate 
and then put it all together ourselves and then had 
our own construction manager, own construction 
team on site, and we put it together.”

He also highlighted the importance of choosing 
the Beijing General Research Institute of Mining & 
Metallurgy (BGRIMM) to design the plant. “We, 
right at the very beginning, realised that we 
couldn’t afford to go to Western engineering com-
panies because back in 2009 there was not a lot of 
money around, so we went to BGRIMM and I am a 
firm believer of having a strong owner’s team.”

“We’ve got a DCR rectifier, which takes normal AC 
power and rectifies it down to DC and this is a heavy 
duty piece of kit for our plant. We switched it on, we 
got it up to capacity in about a week or two and it’s 
never missed a heartbeat since. It’s done its job and 
that’s enabled us to get the 10,000t at a fraction of 
the cost of a western-engineered piece of kit.”

Knowing that Chinese anodes and cathodes 
would most likely need replacing in two or three 
years, the company opted instead to source anodes 
and cathodes from Latin America. 

Central Asia is also in the process of acquiring the 
remaining 40% of the Kounrad project that it does 
not already own. This stake, currently held by Cen-
tral Asian Investment Consulting Company LLP, will 
be sold to Kazakh businessman Kenges Rakishev, 
who will in turn sit on Central Asia’s board. 

For Clarke, the deal will be a good thing for the 
company’s shareholders. “We thought it was bene-
ficial to own 100% of the project as opposed to 40% 
of the project, and beneficial for our shareholders.”

“When the deal is completed Kenges Rakishev 
will be a 20% shareholder of our company. He’s 
already on the board and from our perspective it’s 
probably better to have somebody like that at the 
institutional, at the shareholder level of the plc. It’s 
great as now his interests are aligned entirely with 
ours and our other shareholders.”

And while parliament is still considering the new 
proposals regarding pre-emptive rights waivers, 
the process continues to be a rather long, drawn-
out one for the company. Although Clarke is confi-
dent the deal will be wrapped up soon. 

“We don’t envisage any problems, the transfer 
from one side to us required three waivers, two of 
them are already complete and the last one is 
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Nurlan Sauranbayev, vice-
minister, Ministry of Industry and 
New Technologies of Kazakhstan, 
speaks at MINEX 

Fast facts: Kyrgyzstan

  Capital: Bishkek
  Population: 5.61 million
  Real GDP growth:  
7.4% (2013 est.)

  Currency: Kyrgyzstani som
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already in process and we believe the committee 
will be sitting imminently.”

One of the other major players in Kazakhstan is 
Kazakhmys plc. In 2013, the company embarked on 
a programme of disposing non-core assets in a bid 
to strengthen its balance sheet. It duly disposed of 
its 26% stake in Eurasian Natural Resources Corpo-
ration plc and more recently completed the dis-
posal of a 50% holding in the Ekibastuz GRES-1 
power station, which together generated US$2.2 
billion in net cash proceeds. 

And as a spokesperson told Mining Journal, more 
disposals are in store for 2014: “As part of the pro-
posed plans, the mature assets in Zhezkazgan and 
Central regions will be separated out and become 
part of private company, where they will benefit from 
more financing options, and a management strategy 
unconstrained by the shareholder returns expected 
from a listed company. The listed company will be 
comprised of the east region mines, Bozymchak and 
the growth projects Bozshakol and Aktogay. “

Kazakhmys also agreed to purchase a third cop-
per project, Koksay, for US$260 million in cash. The 
company says the project will prove a better fit with 
its strategy of moving towards large, open-pit, low-
cost mining operations. 

“With a 3.4Mt copper resource at a 0.48% grade, 
an estimated annual copper output of 80,000t, and 
significant silver and gold by-product, the econom-
ics of the project are very strong,” said a spokesper-
son. The transaction is expected to be completed 
later this year.  

Partnering up
Other miners have opted to forge partnerships with 
local entities in Kazakhstan and across the region.

Rio Tinto, for instance, recently established a part-
nership with Kazakhstan’s national exploration com-
pany Kazgeology. In 2013 Kazgeology received 
approvals for two exploration licences in the country 
that have been identified for their copper potential. 

Rio’s newly appointed exploration general man-
ager in Central Asia, Gary Hodgkinson, also gave a 
speech at MINEX, highlighting the company’s com-
mitment to the country. A Rio Tinto spokesman 
told Mining Journal that the partnership between 
Rio and Kazgeology is progressing towards estab-
lishing a joint venture. 

Rio is also making headway in Uzbekistan, where 
it is working alongside Uzbekistan’s state commit-
tee on geology and mineral resources, Goscomge-
ology, in relation to the Gava copper project in the 
Namangan province. Rio was awarded the licence 
for the project in April 2013 and has established a 
local subsidiary Operator Gava Exploration LLC to 
run the project on the ground there. 

The miner has already started reconnaissance 
work targeting copper mineralisation and is also 
believed to be considering opportunities to imple-
ment other mining and exploration projects else-
where in the country. 

Locked in disputes
One issue that weighs heavy on the region is the 
propensity for disputes, which have seen a number 
of companies at loggerheads with local govern-

ments. One such example is Oxus Gold plc, which 
has been embroiled in a complex legal battle with 
the Republic of Uzbekistan. 

The company is seeking compensation from the 
government for its role in what Oxus alleges was 
the illegal expropriation of its investments in the 
Amantaytau Goldfields joint venture and the 
Khandiza deposit. 

Although Oxus executive chairman Richard 
Shead could not be reached for comment, in a 
recent statement he said the company was prepar-
ing for the final stages of arbitration, with the tribu-
nal hearing due to take place later this year. He 
added the company was “open to any fair settle-
ment offer” from the government.

And this is not the first time Oxus has fallen foul 
of the authorities in Central Asia. For much of the 
past decade it was locked in a bitter dispute with 
the Kyrgyz government over its Jerooy gold deposit 
in northwest Kyrgyzstan. 

Although Talas Gold Mining Company Ltd – a 
joint venture between Oxus’ wholly owned subsidi-
ary Norox Mining Company Ltd and state-owned 
mining company Kyrgyzaltyn JSC – was issued a 
licence for the deposit in 2002, the company 
endured a five-year battle to retain its licence for 
the project after the government repeatedly 
annulled and reinstated the licence.

What ensued sounds as if it has been lifted directly 
from the pages of a thriller: over a three-month 
period in 2006, Oxus filed for arbitration proceed-
ings, the company’s main representative leading 
negotiations with the government was shot minutes 
from his doorstep in the capital Bishkek, and Oxus 
was subsequently informed the government had 
awarded the licence to another party. 

Finally, in August 2007 the company opted to sell 
off a number of assets, and unsurprisingly Jerooy 
was on its list. Oxus sold its 100% interest in Norox, 
to KazakhGold Group Ltd. 

That was not the end of the Jerooy saga though. 
Kazakh private-equity firm Visor Holding then 
acquired 60% of Jerooy through a joint venture 
with Kyrgyzaltyn, which owned the remaining 40%. 
However, Visor lost its licence for the deposit in late 
2010 when officials said it had failed to start pro-
duction on schedule. 

Fast facts: Azerbaijan

  Capital: Baku
  Population: 9.3 million
  Real GDP growth:  
3.5% (2013 est.)

  Currency: Azerbaijani 
manat

One of 23 tailing dumps filled 
with radioactive mining waste 

in Kyrgyzstan, due to a uranium 
plant that operated between 

1946 and 1968  
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In April the company filed a US$400 million arbi-
tration claim with the International Centre for Settle-
ment of Investment Disputes, again alleging illegal 
expropriation of the deposit. Notwithstanding the 
claim, within weeks the government had announced 
the subsoil use rights for the deposit were open for 
tender, so it is once again up for grabs.

Clearly licence disputes like these, which have 
attracted significant negative media attention, 
served to suppress investor appetite for the coun-
try, admitted Walker. 

“Issues surrounding the sanctity and stability of 
contracts, fuelled by resource-nationalist senti-
ment, continue to affect Kyrgyzstan’s mining indus-
try, making it difficult for existing foreign investors 
to make and implement long-term business plans, 
and also rendering the industry unattractive for 
potential investors,” she said.

She added security threats more generally, 
whether local protests to physical attacks on mine 
sites and personnel, continued to prove a head-
ache for a number of companies that then had no 
choice but to temporarily halt exploration or devel-
opment projects.

Although the future for the country’s mining sec-
tor may appear bleak, as Scoville told Mining Jour-
nal, discussions at MINEX Central Asia 2014 
illustrated that efforts were being made to turn Kyr-
gyzstan’s mining fortunes around.

“In Kyrgyzstan there have been some fairly diffi-
cult issues in relation to particular projects and a 
number of the sessions focused on the govern-
ment’s efforts to make the regulatory systems more 
transparent,” he said.

Staying the course
Indeed, although it has been tough going for a 
number of foreign companies in Kyrgyzstan, sev-
eral miners are clearly doing all they can to stay the 
course. 

Centerra Gold Inc, which operates the Kumtor 
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Azerbaijan is best known for its 
oil fields, but it is also home to 
a number of mineral deposits, 
particularly gold 

Dragon Mining Consulting Limited
One-stop resources exploration
and management in Central Asia

E-mail: info@mining.com.hk

Kazakhstan contacts
Tel:  +7 771 848 0780 (UK / China) 

+7 702 424 2413 (UK / Russia)

Hong Kong Offi ce
Address: Unit 1901, 19/F, AIA Financial Centre, 
712 Prince Edward Road East, San Po Kong,
Hong Kong
Tel: +852 3758 2155

www.mining.com.hk/dmcl

Dragon Mining Consulting Limited 
is a member of Dragon Global 
Group. It is a Hong Kong-founded 
consulting company, providing 
services in mining exploration and 
exploitation, project mergers and 
acquisitions, and project fi nancing.
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gold mine in the country, is in ongoing discussions 
with the government over the ownership of the 
mine. Although in September Centerra and the 
government signed a memorandum of under-
standing relating to the project, this was later 
rejected by the country’s parliament.  

Then in December the two parties signed a bind-
ing heads of agreement (HoA), effectively replacing 
the MoU, which would pave the way for Kyrgyzal-
tyn to increase its 32.7% ownership of Kumtor to 
50%, thereby creating a 50:50 joint venture 
between Centerra and the state. 

But after reviewing the HoA, parliament passed 
its own resolution in early February that contained 
a dozen recommendations.  Centerra president and 
chief executive Ian Atkinson told delegates at the 
BMO Capital Markets’ mining conference in Febru-
ary that “some of [the recommendations] the prime 
minister knows we’re not going to move on”.

Speaking to Mining Journal more recently, the 
company’s vice-president of investor relations, 
John Pearson, said negotiations were still ongoing. 
“We are continuing to work with the Kyrgyz Repub-
lic government on finalising the definitive agree-
ments,” he said. 

Although the company said previously it hoped 
the matter would be resolved by the end of the 
September quarter, Pearson admitted the com-
pany still had arbitration at its disposal, if necessary. 
“International arbitration is always available to us.”

Although Centerra was forced to suspend opera-
tions at Kumtor for several days in May last year, 
when protesters blocked the road and disrupted 
the national grid power supply to the mine site, the 
miner finished the year on a high, producing 
348,130oz in the December quarter – equivalent to 
58% of the mine’s production for the whole of 
2013.

Pearson said the mine’s impressive production in 
that quarter was down to the nature of the mine 
plan. 

“We are stripping for the first part of the year and 
produce from stockpiles and then in the fourth 
quarter we reach the high-grade section of the SB 
Zone, which we mined and processed in that quar-
ter generating significantly more ounces than in 
the prior three quarters,” he said.

Equally, Australia-listed junior explorer Manas 
Resources Ltd is making good headway with its 
Shambesai and Obdilla gold projects, which have a 
combined 1.18Moz in proven resources. In Decem-
ber the company raised A$5.5 million (US$4.9 mil-
lion) through the issue of 131.96 million ordinary 
shares and attaching options.

Perhaps even more crucially in a country where 
government backing for projects is so important, in 
a separate notice to the ASX the company 
announced that a Kyrgyz parliamentary committee 
had recommended full support for the development 
of Shambesai, the larger of the two projects. 

Like Centerra, Manas has witnessed security 
threats first hand and in October, the offices of its 
subsidiary Z-Explorer, which holds the licence for 
Shambesai, were ransacked by a mob of about 200 
people. 

Despite this, Manas’ managing director Stephen 
Ross told Mining Journal in January the parliamen-
tary committee’s decision was just the latest indica-
tion of a progressively more positive attitude from 
Kyrgyz lawmakers toward the mining industry.

Although some companies have opted to leave 
the country, others are capitalising on the resources 
that appear ripe for the taking. As part of its wider 
asset disposal programme, Gold Fields Ltd decided 
to step away from the Talas copper-gold project 
earlier this year and offloaded it to Robust Resources 
Ltd.

It was a coup for Robust, however, as Talas 
consists of four concessions, two of which border 
the company’s existing copper-gold Andash 
project, which it acquired in August last year. In a 
statement at the time the company’s managing 
director Gary Lewis said the Talas acquisition 
marked the company’s emergence “as one of the 
dominant gold-copper project owners in the 
Kyrgyz Republic.” 

Under the terms of the sale Gold Fields has been 
granted a 2% net smelter royalty for all metals 
recovered from the four concessions.

It was more good news then earlier this year 
when Chaarat Gold Holdings Ltd, which is 19.9% 
owned by China Nonferrous Metals International 
Mining Company Ltd, announced that its definitive 
feasibility study (DFS) for its Chaarat gold project 
was on course to be completed by the end of the 
year.

Fast facts: Uzbekistan

  Capital: Tashkent
  Population: 29.77 million
  Real GDP growth:  
7% (2013 est.)

  Currency: Uzbekistan som

   

  

  

    
  

 

Best in the 
Business!

Contact us to discuss cost-effective solutions:

      
    

  

> World’s leading geochemical analysis group

> Industry leading turnaround time

> Unrivalled consistency of accuracy and precision
 
> Containerized sample preparation laboratories

> ISO 9001:2008 and 17025:2005 locally accredited 
   analysis

> Mine related environmental analyses in Kyrgyzstan 

> Mine control laboratory services

> Bench top metallurgical and BIOX analytical services

 

 ALS Minerals - Kazakhstan
E: alsm.Auezov@alsglobal.com

ALS Minerals - Kyrgyzstan
E: alsm.karabalta@alsglobal.com

16_22MJ140425.indd   20 24/04/2014   11:00



Follow us on 21  Register to receive Mining Journal Breaking News three times a week at  mining-journal.com/newsletter  •  APRIL 25, 2014

Focus: Central Asia

Searching for stability
In an environment where disputes are common, it 
is not surprising that what most companies are 
looking for is stability. This is particularly relevant in 
Kyrgyzstan, which, with 25 new governments to 
date since the country gained independence in 
1991, has seen more reshuffling than the manage-
ment teams in this season’s English Premier League.

When asked what the most challenging issue fac-
ing foreign mining companies operating in the 
country right now, Centerra’s Pearson was in no 
doubt: political stability. It must have been a blow 
then for the company when in March the incum-
bent prime minister Jantoro Satybaldiyev, a long-
time supporter of attracting foreign mining 
companies to the resource-rich country, was ousted 
when one of his coalition partners walked out of 
the three-party government.

Although the next elections are not scheduled to 
take place until 2015, the president could have 
brought them forward in the event that a new gov-
ernment was not formed. Thankfully, deputy prime 
minister Joomart Otorbaev has already been 
appointed as Satybaldiyev’s replacement. 

Walker told Mining Journal that although the 
continuity would be welcome, it might do little to 
quell foreign investors’ concerns.

“The new government, which is essentially a 
reconfiguration of the previous coalition, was 

appointed within three weeks of the collapse of 
Satybaldiyev’s administration,” she said. “This has 
reduced the threat of early elections and related 
political instability, though does not significantly 
change the outlook for either the country’s eco-
nomic stability or for the business environment for 
foreign investors.”

Although judging from an interview by the Insti-
tute for War and Peace Reporting (IWPR) with Orto-
baev in May last year, the new prime minister looks 
likely to continue Satybaldiyev’s pro-mining stance.

When asked about Centerra’s contract with the 
government, Ortobaev said: “The current contract 
with Centerra Gold was signed in 2009, and like it or 
not, this clearly states that it is governed by interna-
tional law. 

“Rio Tinto, for 
instance, recently 
established a 
partnership with 
Kazakhstan’s 
national 
exploration 
company 
Kazgeology”

Kazakhmys’ Bozshakol copper 
concentrator under construction 
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KazaX Minerals Inc.
Developing the 
Lomonosovskoye Deposit

www.kazaxmineralsinc.com

Room 630, 6th Floor, Arman Business Center
6 Saryarka Avenue, Astana,

Kazakhstan, 010000
Tel: +011 7 717 299 0549

Fax: +011 7 717 299 0546
E-mail: info@kazaxmineralsinc.com

Astana-based KazaX Minerals Inc. (KazaX) is fi nalizing 
the Defi nitive Feasibility Study for its Lomonosovskoye 
(LOMO) Project, near the established iron-ore mining 
district of Rudniy in northwestern Kazakhstan. 

KazaX has recently announced an upgrade in the mineral
resources classifi cation at LOMO which includes 478.1Mt
Measured & Indicated at 30.5% Fe. The deposit 
demonstrates a similar geological setting to nearby 
operating magnetite Fe open pit and underground mines.
 
The Board of KazaX is very confi dent that this strategically
located asset can be turned into Kazakhstan’s next mine
for iron ore production.
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“The unilateral steps that some politicians are 
pressing for, for instance denouncing the agree-
ment or nationalising the mine, would result in 
large number of international lawsuits against the 
government… [entailing] a fall in profits and repu-
tational risk. That would be very dangerous.”

Clearly Ortobaev is aware of what is at stake at 
Kumtor, but he stressed that a consensus between 
government and the public needed to be found in 
order to renegotiate the contract. “A project on this 
scale cannot operate without a consensus among the 
public and the government,” he told the IWPR.

Going for gold
As with Kazakhstan, Azerbaijan’s strong economic 
growth over the past decade has been fuelled by 
crude-oil exports. Although the government is now 
keen to diversify the economy, rather than issuing 
licences for the more than 160 deposits that have 
been identified across the country, it has opted for 
the same model that has proved so successful for 
the country’s oil industry: production sharing 
agreements (PSA).

This decision, however, had its drawbacks for 
investors, admitted Walker. “The government has 
not issued licences for the exploration and develop-
ment of mines, but instead has allocated contracts to 
companies in the form of production-sharing agree-
ments, similar to those used in the oil and gas sec-
tor,” she said. “This has made it much more difficult 
for foreign entities to participate in the sector.”

One company that has succeeded in making its 
mark on the industry, though, is AIM-listed Anglo 
Asian Mining plc. Although the company missed its 
2013 production target, citing unexpected weather 
conditions and processing issues in the December 
quarter, overall the company increased gold pro-
duction at its flagship Gedabek gold-silver-copper 
project to 52,068oz, up from 50,025oz in 2012.

In early January, Anglo Asian also announced 
positive results for its most recent drilling pro-
gramme just north of Gedabek and said it planned 
to drill two additional holes to test further for the 
gold mineralisation of this newly discovered gold 
trend. 

The miner also has licences to develop two other 
projects in the country through a PSA whereby the 
Azerbaijani government takes 12.75% of commer-
cial products from any of the mines that the com-
pany brings into production, with Anglo Asian 
receiving the remaining 87.25%. The company also 
plans to bring its Gosha gold project, which is 
located only 50km away from Gedabek, into full 
production in 2014.  

Azerbaijan’s second-largest gold producer is the 
International Mineral Resources Operating Com-
pany (AIMROC), a consortium comprising Londex 
Resources SA, Willy & Meyris SA, Fargate Mining 
Corporation, Globex International LLP, and Mitsui 
Mineral Development Engineering Co Ltd. 

The consortium runs several operations under a 
PSA with the government and its most promising 
project is the Chovdar mining deposit, which pro-
duced its first gold bar in October 2012 and was 
expected to have ramped up to full production by 
the end of 2013.

Clearly, Central Asia offers many opportunities, 
but also challenges to miners. 

While some of the underlying political and regu-
latory issues are unlikely to go away anytime soon, 
Scoville is confident that those miners that are will-
ing to take the plunge can reap considerable 
rewards.

“The region is marked with having a lot of smaller, 
mid-sized projects and therefore this is of particular 
interest to strategic miners, particularly the larger 
majors or private-equity funds that are able to con-
solidate projects there.”

“Clearly licence 
disputes like 
these, which 

have attracted 
significant negative 

media attention, 
have served to 

suppress investor 
appetite for 
Kyrgyzstan”

Astana’s skyline shows eastern 
and western architectural 

influences 
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