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In 2014, the Investing in African Mining Indaba™ and Global Business Reports
partnered to launch the inaugural issue of the Mining in Africa Country Investment
Guide (MACIG). The first edition was received with an overwhelmingly positive re-
sponse. We are delighted to present this 2nd edition, which will focus on 13 African
mining jurisdictions selected from a culmination of months of detailed research and
on the ground interviews.

2014 was one of the most challenging years for the mining sector. Commodities
prices continued their sluggish performance and the corresponding impact to min-
ing companies was even more pronounced. The recovery of larger global economies
has been slower than anticipated, and the ferocious demand from China, a crit-
ical consumer of mining resources, has significantly eased. Further complicating
the sector’s ability to overcome the challenges has been the tragic Ebola outbreak
specifically in Western Africa.

Despite all these challenges impeding our ability to jumpstart the mining sector,
there have been very positive advancements in our sector. The aggressive mea-
sures taken by mining companies to address costs and improve efficiencies have
started to yield strong results. The temperature on issues of civil unrest, labor dis-
putes and adjustments to mining code and charters has cooled within the sector.
The combination of these elements, along with some future positive predictions for
commodities, is a welcome sign for investors seeking to reengage the sector.

This 2nd edition of the MACIG guide will give readers an unprecedented view into
some exciting countries with an appetizing investment climate, specifically: Angola,
Botswana, Democratic Republic of Congo, Ghana, Guinea, Mali, Mozambique, Mo-
rocco, Namibia, Rwanda, South Africa, Zambia and Zimbabwe. Each section will
highlight a jurisdiction including an interview with the Minister, geological map, and
a country fact sheet - plus GBR's market analysis and private sector comments. This
in-depth analysis gives our audience the most current information and insights to
make intelligent investment decisions and enhance their expertise on mining on the
African continent.

The annual Investing in African Mining Indaba is the world's preferred destination
and brand in African mining. Our 2015 program is our strongest to date and reaf-
firms our core value proposition of providing a platform to allow interaction between
investors, mining companies and government to drive investment into the mining
sector in Africa.

We thank our global community of more than 7000 professionals for their contin-
ued support of our event. We look forward to providing you with another week of
unparalleled content, networking and investment opportunities as you have come to
expect from the annual Mining Indaba.

Sincerely,

Economics, Trends, Growth,
Investment Policy and Deal-Making
How Will These Pieces Define African Mining?

BE HERE IN 2016 TO FIND QUT!

4 twitter.co;n'/miningindaba

In linkedin.com/company/mining-indaba

. 7 g S Jonathan Moore Agostina Da Cunha,
facebook.com/africanminingindaba g ’ Managing Director, Mining Indaba™ General Manager,
youtubelcom/m|n|ng|ndaba W W W. m I n I n g I n d a b a - C o m Twitter symbol: @MliningIndaba_JM Global Business Reports
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METHODOLOGY

The Official Mining in Africa
Country Investment Guide

Welcome to the second edition of The Official Mining in Africa Country Investment Guide
(MACIG) produced in partnership with African Mining Indaba™ and Global Business Reports.

After six months of extensive on the
ground research, we are pleased to bring
you what we consider the top ten most
exciting mineral exploration and mining in-
vestment jurisdictions across the African
continent. We have also chosen to profile
three countries that we believe have po-
tential for investment based either on the
sheer scale of their mineral wealth or the
steps that their governments are taking to
create a transparent and attractive busi-
ness environment. Some of you will cer
tainly agree with many of our choices, but
we expect some of them to spark a useful
and lively debate.

In late 2014, African Mining Indaba™
launched a poll on its website asking read-
ers: “Which country you would like to see
most featured in MACIG 2015?" We re-
ceived the results at the start of 2015 after
our research was completed, and out of
the 12 countries selected, we have in fact
profiled ten of them as either a top invest-
ment destination or one which we believe
you should keep your eyes on. Please see
Figure 1 for final results.

For this edition, we spent a longer time
in the Southern African region, partly as
a result of the maturity of these mining
jurisdictions. In a time of low commodity
prices, these jurisdictions have continued
to thrive and contribute significantly to
national GDP levels, albeit at a lower rate.
The willingness of the government in each
of the countries that we profiled also in-
fluenced our choice. This underscores the
importance of governments’ communicat-
ing their message and the developments
that they would like to highlight, explaining
clearly their mineral policies, and speaking
to a large audience of mining investors.
We were also limited in our travel in the
second half of year due to the outbreak of
Ebola in some of the West African coun-
tries that we were intending to profile.

The reasons behind our inclusion of each
country are included in the regional over
views at the start of each section. We
have relied heavily on both gquantitative
and qualitative data collected throughout
our research in each country as well as
key economic indicators found on the first
page of each country’s overview. ®

WHICH COUNTRY WOULD YOU MOST LIKE
TO SEE FEATURED IN MACIG 2015?

Source: Africa Mining Indaba™

%

Angola 6,8%

Congo 10,1%

Democratic Republic of Congo 10,8%
® Ghana 9,5%
o Mali 9,5%

Mauritania 6,8%
® Mozambique 11,5%
© Namibia 5,4%

Rwanda 7,4%
e South Africa 11,5%
e Zambia 7,4%

Zimbabwe 3,4%
Disclaimer

For the quantitative data we have included
in each country profile, it is important to
note that these figures are intended to pro-
vide a broad picture of the country rather
than an entirely accurate overview. We
have made substantial efforts to ensure
that all figures come from the most reli-
able sources, and have listed those sources
where applicable. Yet almost without ex-

Regions

While there is some discussion about
the exact division of Africa’s regions,
we have chosen to follow the groupings
of the African Development Bank. This
varies quite substantial from other re-
gional definitions, such as those of the
United Nations, and are as follows:

4

[ ]
North Africa
[ )
West Africa
Central Africa

East Africa

°
Southern Africa

ception there will be equally reputable
sources that give slightly differing data.
Some figures, such as the average all-in
sustaining cash cost of gold production in
each country, are based only on available
data. Others, such as production figures,
are based on the latest available data and,
given the rapid growth of African mining in
the past few years, may no represent exact
output. All figures, unless otherwise indi-
cated, are accurate as of December 2014. o
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FEATURE ARTICLE
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Africa: A Future Center Of
Gravity For Global Mining?

Upon first mention to outsiders, Africa can elicit a host of negative stereotypes,
most common among which are corruption and political instability. When it comes
to the economic sphere, decrepit infrastructure and an insufficient labor force are
the primary concerns of foreign investors. These concerns cannot be swept under
the rug, but they also cannot be simply applied to all jurisdictions because they
are located on the African continent. Africa’s mining industries are as diverse as
the continent’s cultures, languages, topography, and historical experiences.

The rise of Asia’s dynamic economies,
most acutely China’s thirst for commodi-
ties, has propelled African mining forward
in the past two decades. The growth of
many of Africa’s mining industries slowed
during the downturn in global commodi-
ties markets in recent years, as prices
remain low and multinational firms reluc-
tant to invest money in risky plays that ap-
pear to have built-in constraints, namely a
shortage of power generation, water, and
infrastructure. Nonetheless, two factors
make Africa impossible for miners to ig-
nore. First, the volume, depth, and diver
sity of its mineral reserves are mind-bog-
gling. Second, its geographical location at
the crossroads between major continents
and consuming markets makes it the ideal
center from which commodities can fuel
the global economy. Unlike the oil and
gas sector, in which the Persian Gulf is
the undisputed center of gravity of world
production, the mining industry has multi-
ple production centers across the globe.
But Africa, with its massive minerals and
ideal geography, could well be the next,
and perhaps only remaining, bonanza.
Many companies recognize this and are
positioning themselves on the continent
now so that they can diversify their expo-
sure to specific minerals and expand their
production of core minerals when global
markets recover.

While Africa is not yet ready to overtake
established jurisdictions such as Canada,
the United States, and Australia, the conti-
nent's mining leader, South Africa, already
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belongs among the top-tier jurisdictions
and has a staggering diversity of minerals.
Another example of Africa’s diversity lies
along one of its most renowned finds: the
Copperbelt stretching from Zambia to the
Democratic Republic of the Congo (DRC).
The DRC recently passed Zambia as the
number one copper producer in Africa,
and the healthy competition between the
two countries will undoubtedly encourage
improvements in both countries’ indus-
tries. West and Central African countries
such as Ghana, Gabon, Mali, Republic of
Congo, Cameroon, Liberia, Guinea, Cote
d'lvoire and Sierra Leone contain some of
the world's largest, untapped, high-grade
iron ore and gold deposits. Tom Albanese,
Chief Executive Officer of Vedanta Re-
sources, says: “we certainly see Liberia
as having world-class potential to be a
bigger iron ore exporter in the coming
years... Currently we are working on infra-
structure solutions that are making use of
historic rights of way and in some cases
roads that are still there.” The continent as
a whole offers so much to the global min-
ing community.

Investment in infrastructure, water sup-
plies, and power generation now will pave
the way for Africa’s future role in global
mining, and, more than ever before,
Africa’s host governments are committed
to crafting mining regulations that achieve
the desired balance of encouraging invest-
ment and exploration while ensuring that
mining activity in their countries and the
wealth that it generates improve the lives

of its citizens. Moreover, concern for the
environment and for incorporating global
best practices are shaping governments’
regulatory regimes. The former will go a
long way towards improving how Africans
view the mining industry and will bring
African mining exploration and production
practices in line with those of established
jurisdictions. Moreover, they will also
extend the life of Africa’s mines. Longer
mine lives will bring more consistent rev-
enues to these developing countries. All
of this is to underscore a major theme of
mining in Africa: those countries that in-
vest for the long-term and in partnership
with host governments will be rewarded.
Whereas in the past, quick profits fueled
rapacious and opportunistic practices,
now sustainable, environmentally con-
scious commitments are the norm.

Africa is clearly blessed with unmatched
mineral resource potential. This potential,
coupled with its geographic position at
the crossroads of world trade patterns,
give Africa the potential to become a fu-
ture center of gravity for global mining.
The challenge will be to continue to have
stability in governance, which can not
only reduce the risks for foreign investors
but can also, and more importantly, help
African governments build more transpar-
ent and efficient mining industries. This
challenge will not be swiftly overcome,
but the framework for a new political
order in Africa is being laid today, and
greater transparency is already helping
the continent move forward. e
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Blessed with abundant resources,
some well established mining jurisdic-
tions, and business environments that
according to many are more easily nav-
igated than its counterparts up north,
southern Africa features heavily in our
report this year with with six countries
represented amongst our top 10 mining
investment destinations (South Africa,
Botswana, Mozambique, Namibia,
Zambia, Zimbabwe and our up and
coming country of Angola). Roughly half
of the world's vanadium, platinum, and
diamonds originate in the region, along
with 36% of gold and 20% of cobalt.
The top countries in southern Africa
share some commonalities in geology,
however in terms of political stability
we have selected countries that have
higher risk and potentially greater re-
turn based on the under exploitation of
the countries mineral wealth or in some
instances are lower risk with sound
legislation and geological data, each at-
tracting a different type of investor.

Although South Africa maintains its
position as the regional service hub,
southern Africa's mining industry is
emerging from the shadows of this
dominant regional mining player and
both mining companies and services
are moving north. Thanks to their prox-
imity to South Africa, southern African

countries are able to draw upon the
world-class expertise right at their
doorstep. Apart from its prolific min-
eral reserves, South Africa's strengths
include a high level of technical and pro-
duction expertise, and comprehensive
research and development activities. A
well established service and support
sector is necessary and many of the
continent’s industry, financial, and tech-
nology leaders can be found in South
Africa. Although South Africa has faced
several difficult years, in terms of pro-
duction values and mineral potential the
rainbow nation still remains a key coun-
try for mineral investment. While some
countries have long mining histories,
such as Botswana, consistently rated
amongst the top mining destination in
Africa according to the Fraser Institute
rankings, is best known for diamonds
but is diversifying into as coal and ura-
nium. The Botswana government aims
to steal the glory from South Africa and
establish itself as the southern Africa's
regional hub by diversifying by investing
in the country's infrastructure.

Zambia's history also dates back to
the 1930's, and over the years, Zambia
has continued to impress and attract
investors, especially those interested
in exploring the copperbelt but with
a smaller risk appetite than what's

needed by its copper rich neighbour,
Democratic Republic of Congo. Zambia
has incredible potential for the eager
investor, however discussions around
taxes have the potential to undo the
hard work that has built up the coun-
try's reputation. The governments pro-
posed increase in mineral royalties up
to 8% will undoubtably have detrimen-
tal impacts on current operations and
potential new ones. These imminent
decisions will determine how well Zam-
bia will be positioned for further invest-
ment in the future.

Similarly, Namibia's mining industry
has seen significant new investments
across commodities, and the Namibian
governmentis determined to unlock and
optimise the country's resource poten-
tial. Growing demand from mining, and
oil & petroleum products has triggered
the development of projects such as
the Walvis Bay Harbour. Initially sched-
uled for 2016, it was pushed ahead of
schedule to 2015, and will cater to the
import and export of commodities. The
development of infrastructure, such as
the plans for a 230 to 260 mW gener
ation facility in the Erongo Region will
also support the industry. The govern-
ment is committed to improving the
administration processes “the environ-
mental legislation changed in 2013...the

new terms have had an impact on the
progress of specific EPLs, giving longer
turnaround times for environmental ap-
provals.” explains Jan Fourie, Director
of Mining at Lithon Mining Engineers, a
local EPCM in Namibia who has worked
extensive with both the public and pri-
vate sector on environmental issues.

The same can not be said for Mozam-
bigue, a country in the midst of address-
ing Africa's most difficult challenges, a
lack of sufficient infrastructure to ex
port these commodities and a skilled
labor shortage that threatens the evo-
lution of mining throughout the region.
Mozambique's known mineral wealth
comprises mostly coal, gold and alu-
minum, with coal production expected
to be the greatest growth driver for the
mining sector in the next few years.
The Tete province and the Zambezi area
holds significant coal reserves. While
Rio Tinto has recently sold its main
operations to India’s International Coal
Venture Private Ltd (ICVL) with some

controversy, Vale continues to mine and
expand on its assets.

Zimbabwe's mineral wealth remains
undisputed, yet not surprisingly the
country is struggling to reach the pro-
duction levels as new investors still
remain cautious of the political stability
and shy away from investment. How-
ever given the low base of investment
in the mineral rich soils of Zimbabwe,
there exists real potential. Zimbabwe
has experienced 7% growth in GDP
over the past four years and has main-
tained its low inflation rate. Albeit still
far from being the jewel of Africa, with
the right policies we are confident Zim-
babwe can become a key destination of
choice for investment dollars.

Similar to Zimbabwe, Angola's reputa-
tion of corruption has not done itself
any favours in the development of the
mining sector. However, Angola this
year was rated amongst our up and
coming destinations. “Despite the na-
tion's reliance on the oil and gas sector

SHUMBA
o COAL

POWERING FORWARD

Shumba Coal is a Botawana focused local coal mining and energy
development company listed on the Botswana Stock Exchange and the Stock
Exchange of Mawitius and has over 260 sharsholders. The Cx

the ministry is putting in place signifi-
cant steps to diversify further into the
mining industry. As Africa's second
largest diamond producer, only 40%
of the country's estimated diamond re-
sources have been explored. Thus, sig-
nificant mineral resources still remain
underdeveloped, and not just in dia-
monds. The country is slowly beginning
to attracting more foreign investment,
even smaller players see opportunities
within the sector. Adriaan Grobler, man-
aging director of Lithon Mining Engi-
neers from Namibia explains, “we have
also formed a strong association with
some companies in Angola. It is compli-
cated to operate there without knowl-
edge of the country, so this is a part of
a longer term strategy.” How these re-
lationships develop will ultimately pave
the path for the oil giant's entrance into
mining. ®

advanced project is the Sechaba Energy Project, which has approximately 1.1

billian tanmes of thermal coal, whena Shumba Coal imlends to develop ons or

more J00MW or larger power siations in addition to producing coal for
domestic and regional :
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REGIONAL OVERVIEW

oo MINING eee POLITICS eee ECONOMY

Angola

Angola is a former Portugese colony
and after independence suffered a
() 27-year civil war between 1975 and
- 2002. Over the past decade, Angola
has enjoyed one of the fastest GDP
growth rates in the world, largely on
the back of its oil and gas reserves. The country’s mining
industry holds substantial potential: it is Africa’s third
largest producer of diamonds and it has undeveloped
potential for copper, gold, iron ore, nickel, uranium,
vanadium, zinc, and other minerals.Economically it has done
very well, with GDP growth dropping into negative figures only
once (2009) since independence. Botswana'’s mineral industry is very
well established: diamonds play a large role in the economy, and base
metals, coal, gemstones and various industrial minerals are also produced.
Unexploited mineral resources include chromium, gypsum, manganese, and others.

GDP GROWTH (%)

SOURCE: WORLD BANK, EIU ® BYYEAR

© B-YEAR AVERAGE
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Population: 19,088,106 (July 2014 est)

Land Area: 1,246,700 sg km

Official Language(s): Portuguese

Capital: Luanda

Chief of State: President Jose Eduardo Dos
Santos

Head of Government: President Jose Eduardo
Dos Santos

GDP (PPP): $131.8 billion (2013 est.)

Growth Rate: 5.6% (2013 est.)
GDP per Capita: $6,300 (2013 est.)
E: ic Sector Breakd agriculture: 10.2%,
industry: 61.4%, services: 28.4% (2013 est)
Exports: $70.84 billion (2013 est.): crude oil,
diamonds, refined petroleum products, coffee,
sisal, fish and fish products, timber, cotton
Imports: $26.09 billion (2013 est.):machinery and
electrical equipment, vehicles and spare parts;
medicines, food, textiles, military goods

Major Trade Partners: China, United States, South
Africa, India, Portugal, Brazil

**forecast
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These values do not include artisanal mining. Diamonds formerly contributed
roughly 94% of the total mining contribution to GDP according to the OECD,
although this is falling.
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Railway - km/10,000 km2

Roads - km/1,000 km2

38 79 262

Electricity - kWh/capita (gross production + imports - exports - losses)

459 603 3076

% 251 501 751 1001
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INFLATION
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MACIG 2015 MACIG 2015 COUNTRY PROFILE

: Population: 2,155,784 (July 2014 est)

. Land Area: 581,730 sq km

. Official Language(s): English

* Capital: Gaborone

. Chief of State: President Seretse Khama lan Khama

. Head of Government: President Seretse Khama lan Khama
GDP (PPP): $34 billion (2013 est.)

: Growth Rate: 3.9% (2013 est.)

. GDP per Capita: $16,400 (2013 est.)

= ic Sector Breakd agriculture: 1.9%, industry:
* 35.7%, services: 62.4% (2013 est)

+ Exports: $7569 billion (2013 est.): diamonds, copper, nickel,
. soda ash, meat, textiles

Imports: $7.389 billion (2013 est.): foodstuffs, machinery,

: electrical goods, transport equipment, textiles, fuel and

. petroleum products, wood and paper products, metal and

. metal products

Major Trade Partners: South Africa, UK, China, Belgium,

+ Namibia, Zimbabwe, Israel

Honorable Botswana

Since Botswana gained its
independence from Britain in 1966 it

I :s cstablished an impressive

Francisco Queiroz

democratic system and a reputation

as the least corrupt country in Africa.
Economically it has done very well, with GDP growth
dropping into negative figures only once (2009) since
independence. Botswana's mineral industry is very well
established: diamonds play a large role in the economy, and
base metals, coal, gemstones and various industrial
minerals are also produced. Unexploited mineral resources
include chromium, gypsum, manganese, and others.

Minister of Mining and Geology
Angola

Despite its tremendously rich re-
sources, Angola has not attracted the
investment it needs to fully develop
the mining industry. What steps is the
ministry putting in place to foster the
growth of a sustainable mining sector
and help diversify its reliance on oil?
Angola has a strategic plan for the owner
ship and development of its resources. A
decade after more than 25 years of war,
we are reconstructing the whole country,
establishing infrastructure and develop-
ing a national plan for investment of our
natural resource industry, with a focus
to attract new investment in the mining
sector.

Our constitution states that all the min-
eral resources belong to the state, and
therefore adopted models to access the
mineral resources in the country through
national  concessionary  companies.
These include Sonangol for oil, Endiama
for diamonds, and Ferrangol for iron ore,
as well as other potential minerals, which
are also 100 percent state-owned.

Any national or international investors in-
terested in accessing Angola’s diamonds,
gold or metals is required to negotiate
directly with the national companies to
form a joint venture for the exploration
of the minerals. It means that in the oll
sector for example Sonangol is present
in every oil company in the industry and
negotiates from 10 to 30 percent of its
ownership. In the mining industry the
percentage of ownership is negotiable
depending on what the investors bring to
the table, how much they want to invest
and what technologies they have.

The new Mining Code and the Na-
tional Geological Plan (Planageo) is an
ambitious plan to attract investment
into the mining industry. Can you out-
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line the pivotal milestones that this
plan aims to achieve and what time-
frame we can expect these to be re-
alized?

The national geological plan is an ambi-
tious plan that will change the face of
the country. Within ten years we expect
to see a mining boom in the country and
a major contributor will be the access
to geological data that we do not have
today. We have already contracted com-
panies that will conduct the aerial, geo-
physical, geological and geochemical sur
veys across the country, which is a large
undertaking based on the size of Angola.
This project is an example of the govern-
ment's commitment to develop the in-
dustry and is funded by the government.
A budget of $400 million will be used for
the implementation of this plan, which in-
cludes the training of human resources,
environment management as well as the
construction of geological institutes and
regional geological centers throughout
the country.

The new mining code introduced in
2011 was intended to attract foreign
investment and boost exploration for
diamonds and other minerals. Since
then, there has been an increased in-
terest in the country’s industry. Bor-
dered by well-established mining ju-
risdictions on the continent including
DRC, Botswana, Zambia and Namibia,
what sets Angola apart from its re-
source-rich neighbors?

There are several aspects that are ap-
pealing in Angola and the most important
is the political and social stability and the
fact that there is a legal framework in the
country that is competitive and distin-
guishes it from the other African coun-
tries. Our legislation in the mining sector

defines the rights for the investors, there
are clear and transparent procedures
that guarantee the laws are stable. We
are creating favorable conditions for min-
ing companies, including lowering taxes
from 35 percent to 25 percent.

The other aspect is its potential, which
given the vast land, and the tremen-
dously under explored areas, Angola
has huge opportunities. The government
wants to diversify its mining activities
from diamonds into iron ore, gold, and
phosphate and invites potential investors
to come and see what Angola has to of-
fer. We are committed to using the coun-
try’s oil wealth to diversify the economy
and improve infrastructure.

How can we expect the mining indus-
try to evolve in Angola in the medi-
um-term?

We are certain the national plan will gen-
erate more investment from the interna-
tional community. We already have inter
est from the South Africans, Canadians,
Australians, and of course you cannot ig-
nore China when you look at investment.
Russia is already present in Angola and
will continue its investment. In the next
three to five years, we expect to see a
major rush of new investors in Angola.

In Africa, Angola will become the center
of the interest of international investors
in the mining industry. A big challenge for
African countries is how to develop the
relationship between our nations and the
Western countries that want to invest.
In Angola we are working on a strategy
and the contribution will be based on
our experience. The critical point is the
ownership of the natural resources, and
Angola will offer a stable and win-win re-
lationship for both the state and the pri-
vate sector. ®
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Mogae is reelected for
his second term as
president, winning
52% of the vote.

Mogae retires and the
presidency is passed to
VP lan Khama, son of
Botswana's first president

Khama, of the BDR

is elected president
in his own right with
53% of the vote be reelected.

Elections are expected to
take place in October,
with Khama expected to
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as of 2012
in mt unless otherwise stated
Copper 35,768
Diamonds 20,478,000
Nickel 17948
Cobalt 195
Coal 1,454,724
Gold** 1,096
Salt 398,481
Platinum** 435
Palladium** 2,613
Natural Sodium Carbonate 248,629

**in kilograms
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MINING SECTOR CONTRIBUTIONTO GDP

SOURCE: AFRICAN ECONOMIC OUTLOOK

2008 29.2%
2013 21.9%

These values do not include artisanal mining. Diamonds formerly contributed
roughly 94% of the total mining contribution to GDP according to the OECD,
although this is falling.
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Railway - km/10,000 km2

® BOTSWANA AFRICA ® WORLD

Roads - km/1,000 km2

31 262
Electricity - kWh/capita (gross production + imports - exports - losses)
3076
1% 251 501 751 1001

BUSINESS ENVIRONMENT RANKING

SOURCE: WORLD BANK, IFC, HERITAGE INSTITUTE, WEF

Name (out of)
2012 2013 2014
Doing Business Rank (189)
65 b6
Index of Economic Freedom (177)
30 27
Global Competetiviness Report (148)
79 74
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Mokaila

Onkokame Kitso

Ministry of Minerals, Energy and Water Resources

Botswana

Contribution to Botswana's GDP from
the mining sector has increased com-
pared to 2013. How important is mining
to Botswana?

As the country’'s GDP anchor, the mining
sector's importance cannot be overempha-
sized. Mining generated roughly 26.6% of
GDP as of the end of the second quarter of
2014 and 38% of government revenue. The
mining sector is Botswana's second largest
employer and continues to grow. Above all,
it creates links with other industries that
provide support service or key inputs.

What is mining’s importance to
Botswana’s development and what are
the key objectives for your renewed
term as Minister of Minerals, Energy and
Water Resources?

Mining, as a key driver in the economy, will
continue to receive attention, in particular
facilitating the base metals and coal sectors
to develop and further diversify the mineral
revenue base. The development of the coal
resources is key in addressing the energy
needs of the economy. Botswana, along
with other countries in the region, has been
experiencing challenges of power shortage.
Hence the ministry’'s key focus is to secure
the supply of power for the economy, and
develop the necessary infrastructure to
transfer water to economic centers. Three
main power projects will be implemented:
the development of a 300-megawatts (MW)
brown field independent power producer
(IPP) power station, a 300-MW greenfield
IPP power station, and a 400-KV transmis-
sion line from Morupule to Maun, to supply
power to mining projects in the northwest.

What would you like to highlight to an
international mining audience?

Botswana takes international investor per
ceptions very seriously and continues to

review and implement measures to ad-
dress issues, which have been highlighted
by investors as red tape, to improve the
"doing business” environment. Botswana
has consistently been rated highly by inter
nationally recognized entities, such as the
Fraser institute. Of particular note are the
country's Policy Perception Rating, Best
practices Mineral Potential and Investment
Attractiveness Index, which reflects the
country in a more objective manner through
a third-party review. Botswana enjoys favor
able ratings from Moody's Investors Ser
vices, with the country's sovereign credit
rating at A2 on domestic and foreign bonds
and a stable outlook.

How do Botswana's mining regulations
compare to those of its mining neigh-
bors, such as South Africa, Zimbabwe
and Zambia?

Botswana and its neighbors, South Africa,
Zimbabwe and Zambia, are members of the
Southern African Development Committee
(SADC), and share some regional min-
ing protocols that are signatory to African
Mining Vision, hence commonalities are in-
evitable. However, each country is guided
by its own mineral policy and economic
needs. Botswana and its neighbors are in
different economic and political situations,
which influences the regulatory framework
of each country. In general, investment in
Botswana's mineral sector continues to
recover from the recent global economic
crises, as evidenced by exploration activi-
ties.

What are the greatest challenges that
need to be addressed for mining opera-
tions in Botswana?

The greatest challenges affecting mining
and related operations in the country are
power shortages, water scarcity and the

INTERVIEW WITH

development of heavy-haul infrastructure.
Regarding power, the country has opened
markets for Independent power produc-
ers to increase their supply through the
national utility provider, Botswana Power
Corporation. Several projects are being ad-
vanced to address the situation. The devel-
opment of heavy haulage infrastructure is
being carried out through bilateral relations
with neighboring countries and the private
sector. The development of the country’s
integrated water plans: North South Car
rier pipeline, Chobe Zambezi project to
Pandamantenga and Northwestern mining
ventures, are underway.

Can you elaborate on Botswana'’s strat-
egy for its vast coal reserves?

Botswana has developed a coal road map
aimed at exploring the best ways of mone-
tizing the vast reserves in the country. The
key areas identified are power production
for domestic consumption, the generation
of power for export (coal by wire), and ex-
port itself.

What is Botswana's strategy to diversify
its mining industry?

A base metal beneficiation strategy is un-
derway, with feasibility studies ongoing to
explore the possibility of creating copper
beneficiation facilities to serve local and
regional needs and turn Botswana into a
metallurgical hub.

Do you have a final message to interna-
tional investors?

Botswana is committed to providing a fa-
vorable fiscal regime and regulatory frame-
work for investment, as well as securing
power and water supplies to drive mining
operations and economic activities. The
country remains open to all investors and
will help guide their ventures here. @
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Botswana is a stable country with a growing economy and a history of
transparency in business and politics. The country has only scratched the surface
of its mineral potential and similarly to Namibia, has a long history of diamond
mining as its strongest resource. However, it is the government's new goal to
make Botswana a hub for the Southern Africa Region by diversifying the industry
and investing heavily in the country’s infrastructure.

Exploration

The softening of commodity prices has
tended to trigger a shortage of explo-
ration expenditure. However, “Botswana
has a significant amount of mineral di-
versity, and there is exploration taking
place for diamonds, coal, copper, nickel,
uranium, gold and iron ore,” said Charles
Siwawa, CEO of the Chamber of Mines
of Botswana Chamber of Mines. The pri-
mary resources being explored at present
are coal-bed methane and diamonds,
with a significant amount of coal projects
having moved onto pre-feasibility stages.
“"We would like to see coal-bed methane
at more developed stages and perhaps in
production as there are huge opportuni-
ties for the resource in the country,” said
Siwawa.

Various exploration companies have
seized upon opportunities Botswana
has to offer, obtaining favorable results.
“Shumba Coal has experienced continu-
ous growth since we began operations
in the country,” said Thapelo Mokhathi,
Director, Shumba Coal. The company is
close to terminating the exploration phase
for their Sechaba Thermal Coal Project,
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which holds approximately 1 billion met-
ric tons (mt) of coal. “Our goal to become
the country's premier coal exploration,
development, and production company is
well on its way," said Mokhathi.
Exploration within the Kalahari Cop-
perbelt is taking place to determine
Botswana's potential for copper pro-
duction as well as other base metals.
Discovery Metals Limited, one of the
companies exploring the area, entered
Botswana as a junior explorer over eight
years ago. Though DML started produc-
tion on the Bosetto Copper project in
mid-2012, they continue exploring a ten-
ement of over 10,000 square kilometers
(km). "Out of this, we have only explored
around 30%. The Boseto project itself is
only a fraction of the explored ground so
there is significant potential for growth
and further development,” said Mokwena
Morulane, Country Manager, Discovery
Metals Limited.

It is expected that the mining industry’s
contribution to Botswana’s GDP will con-
tinue to increase as a result of growing
diamond revenues, as well as the devel-
opment of other base metals. “Currently,
the mining contribution to GDP stands

around 22%, but | think in 2015 it will
increase to 30% because there is a con-
firmed diversification of mineral wealth,”
said Siwawa.

Production

Despite major in-roads in terms of diver
sification in the mining sector, diamond
production in Botswana has continued to
grow. “Diamond production will continue
to be a significant GDP contributor as
there is still diamond exploration taking
place and the resource is vast,” said Si-
wawa. The country's mines are pushing
hard to extend the resource up to 2050.

Diamonds

With five diamond mines in production
and several in the exploration phase, rev-
enue from diamond production should
increase in Botswana. The country's
Karowe diamond mine has generated
substantial profit through the produc-
tion of rare blue diamonds. President
lan Khama inaugurated Gem Diamonds’
Ghaghoo diamond mine in the middle of
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2014. Botswana currently holds 25 cut-
ting and polishing companies and has
“seen the beneficiation of diamonds in
the country, which has been successful,
and has positioned Gaborone as an inter
national diamond centre,” said Morulane.
The Botswana Investment and Trade
Center (BITC) has attracted major players
into the country such as De Beers, which
up until 2013, conducted all global sales
out of London. “The largest achievement
that the country has attained is the relo-
cation of the Diamond Trading Company
(DTC) to Botswana,” said Letsebe Sejoe,
CEO, BITC. The DTC was established as
a 50/50 joint venture between De Beers
and the Government of Botswana, for the
sorting and valuing of Debswana’s dia-
monds.

Since 2011, not all diamonds from Deb-
swana have been sold to De Beers. The
DTC Botswana now works with De Beers
and the Okavango Diamond Trading Com-
pany, which is a government body. “The
Okavango Diamond Trading Company
started buying around 10% by value of
Debswana's production in 2011, and
this is set to increase 1% vyearly, until it
reaches 15%," said Paul Rowley, Exec-
utive Vice President, De Beers Global
Sightholder Sales.

“"De Beers' Global Sightholder Sales
were transferred to Gaborone from Lon-
don, as part of a ten-year agreement with
the Government of Botswana,” said Row-
ley. This shift comes as a government
initiative to make the country’s global im-
portance as a diamond center increase.
Botswana is also the source of nearly
65% of De Beer’s product. “Though
most buyers currently fly into the country
to make a purchase and leave, the medi-
um-term goal is to have clients operate
within the country after purchase,” said
Sejoe.

Coal and Coal-Bed Methane

Botswana’s vast coal deposits will lead
the next mining wave in the country.
“Botswana has the second largest coal
deposit in Africa, standing at over 200
billion mt," said Siwawa. Jindal Africa has
secured a mining license to begin coal
extraction in early 2016. African Energy
Resources is now working with First
Quantum Minerals (FQM) to develop a
coal mine that will eventually produce
enough power to support FQM's opera-
tions in Zambia.

With over 12 coal and coal-bed methane
projects in exploration and pre-feasibility
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stages, Botswana is hoping to become a
leader in power production. Though the
country’s coal is not of high quality, it is
washed coal can be used for power gener-
ation. According to Mokhathi, “Botswana
has a major opportunity, which we are
now starting to see companies exploit,
to become an energy hub for the region.
Neighboring South Africa consumes vast
quantities of coal and the region is in high
demand for power.” The demand for coal
from China and India has also become a
target for the country’s coal exports.

The main obstacle to mining coal and
coal-bed methane in Botswana is the
lack of infrastructure in the country. “The
only thing that is currently holding back
production is our lack of a railway line.
Botswana is land locked and thus a rail-
way line is needed to move the coal from
Botswana to the coast,” said Siwawa.
With the growth of energy producers in
the country, a stronger focus has been
placed on the environmental impact of
coal production. “The key is to make sure
that the industry is sustainable in the
long run. New environmentally sensitive
and cleaner technologies are being devel-
oped to create greener, more efficient,
and sustainable power stations,” said
Mokhathi.

Engineering services
Earth sclence services

Management services
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Copper-Nickel

Expectations are high for the Kalahari
Copperbelt, where the potential for
copper production has optimistically
been compared to Zambia and the
Democratic Republic of Congo. “There
are coppernickel deposits such as the
Khoemacau copper mining project and
the Dikoloti nickel deposit. Both of these
projects are expected to receive a min-
ing license in 2014 and start construc-
tion of the mines in 2015, said Siwawa.
Tsodilo Resources has an agreement
with FQM to develop coppernickel for
eventual exports.

Copper projects in Botswana are looking
to increase production and several com-
panies are exploring for further growth.
With stabilized production at the Boseto
copper project sitting at 24,000 mt of
copper per annum, Discovery Metals
has looked to increase this figure to
36,000 mt of contained copper per an-
num. The company continues exploring
their 10,000-square km tenement on the
Kalahari Copperbelt for growth and fur
ther development.

The Botswana government has plans to
further beneficiate base metals through
the creation of copper smelters and
refineries. "At the moment, the only
smelter in the country is used primar
ily for nickel and owned by BCL," said
Morulane. Discovery Metals Limited
is also looking to develop underground
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operations. “Currently the mining of
the Zeta and Plutus deposits is through
open pit mining where the strip ratio is
around 10:1 and even 13:1 at times. If
we go underground there is no strip ratio
and no waste,” said Morulane.
Regulatory Framework

Once known as the British protectorate
of Bechuanaland, Botswana has stood
as an independent country since 1966.
For decades it housed anti-apartheid ac-
tivists and refugees fleeing its southern
neighbor. Now a peaceful democracy, it
has become one of the fastest growing
economies in the world with a GDP per
capita of $7317 according to the lbrahim
Index of African Governance (lIAG).

Botswana consistently ranks amongst
the countries with highest transparency
and best governance in the continent.
“In Botswana, businesses thrive on
certainty and predictability of policy and
business environment. Botswana has

If China continues building on quality controls, they
will become a significant competitor for equipment
manufacture in the future. About 95% of the equipment
that is coming in is giving us high value for money.

- Rodney Baker, Managing Director,
KPJ Drilling

been ranked by Moody's and the NSNP
and given a constant investment grade
of solid credit rating for 10 years plus,
which speaks volumes to the invest-
ment risk that is assigned to this coun-
try," said Sejoe. “Botswana has a solid
civil service and the regulators are not
overly bureaucratic. The country does
have challenges in terms of response
times, but this problem is mainly faced
outside of the mining sector” added
Shakila Khan, Lead Attorney, Khan Cor
porate Law.

Botswana is experiencing an increase in
regulation generally, with “the most per
tinent changes in the mining sector be-
ing the introduction of the Environmen-
tal Assessment Regulations in 2012. Up
until this point, Botswana has been suc-
cessful in implementing new regulations
and we hope to see this continue,” said
Khan.

Though Botswana has a small mar
ket, competition amongst commercial
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Botswana has a solid civil service and the regulators
are not overly bureaucratic. The country does have
challenges in terms of response times, but this problem
is mainly faced outside of the mining sector.

- Shakila Khan, Lead Attorney,
Khan Corporate Law

banks in the country is substantial. “In
Botswana, the top four banks control
80% of the industry and thus small
banks struggle in this market. As a
smaller bank, Capital Bank can provide
a personalized service at a profit to the
company where the customer still feels
valued,” said Jaco Viljoen, Chief Execu-
tive Officer, Capital Bank Ltd. Smaller
banks face challenges in serving the
mining companies given that mining
deals are often over 100 milllion Pula, so
they tend to focus on service providers.
Another challenge is that “especially in
the diamond industry, the polishers and
buyers mostly come from India and thus
they use the Indian banks and Interna-
tional Banks like Standard Chartered,
which are present in Botswana,” said
Viljoen.

Ecsponent Capital (RF) Limited, a com-
pany focused on financial services and
vendor finance, has targeted a niche
market in Botswana for its operations.
"We found that, especially within
Botswana, there is a lot of support in
place for local vendors, but they have
very little to no access to credit. There
are companies that focus on invoice dis-
counting, where players will take a dis-
count on their invoice and therefore fund
their operations. However, even estab-
lished vendors run into cash flow issues.
Ecsponent realized this as an incredible
market to access and we have created a
way to manage the process sufficiently.
We assume a very involved role through-
out and manufacturers and suppliers are
paid directly by Ecsponent,” said Euné
Engelbrecht, Chief Executive Officer.
Although Botswana’s regulation is that
70% of funds that are raised in-country
can be taken abroad, Ecsponent has
chosen to invest locally. “Ecsponent

uses the funds for local companies and
avoids spending them across the border.
If asset managers were forced to spend
money locally, there would be more cap-
ital for vendors,” added Engelbrecht.

Though the Pula is prone to fluctuations
against the dollar, Botswana has no ex-
change control, which allows companies
to keep their money in foreign curren-
cies. "Trading in Botswana can be done
in any major currency (like USD, Euro,
ZAR) and that makes it much easier to
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do business in the country,” said Viljoen.

Infrastructure

Though a diversified landscape in met-
als such as copper, gold, iron ore and
even silver is slowly starting to emerge
in Botswana, there are still several
structural challenges to overcome. The
development of infrastructure is key to
attracting foreign direct investment. As
a country largely covered by the Kalahari
Desert, Botswana's mining projects have
often faced with a severe lack of water,
power and road connectivity. “There are
challenges like power lines that run too
low and roads that are not wide enough
to carry the loads of the equipment being
transported. The government is working
hard to improve this and Giant Transport
aims to continue growing despite the
challenges,” said Sean Bester, General
Manager, Giant Transport.

Comments on the Investment Climate, Regulations and Laws
that Affect Mining Companies in Botswana.

Generally Botswana seeks to create an attractive climate for investment and has continued to
develop a regulatory framework that is broadly favorable to an investor.

No approval is required for equity investments in Botswana companies by foreign entities. How-
ever, with respect to certain activities, such as mining, foreign investors wishing to invest in
Botswana are required to register a company in Botswana in accordance with the Companies
Act. There are also no limitations on the amounts of equity investment in Botswana companies
by foreign entities. Companies operating in the mining sectors are not subject to any particular
requirements with respect to their structure.

There are no ownership requirements by indigenous persons. In terms of the options of the State
to acquire shareholdings, the Mines And Minerals Act specifies that on the issue of a mining
licence only (that is to say this participation right does not apply to companies seeking prospecting
or retention licences), the Government shall have the option of acquiring up to a 15 per cent work-
ing interest participation in the proposed mining company.

The Government shall, on issuing the licence, inform the applicant as to whether or not it is exer
cising its option, and of the working interest percentage it wishes to take.

The above relates to all mining licences except those relating to diamonds. \Where diamonds
are concerned, any application for the issue, renewal, transfer or amendment of a licence to
mine diamonds shall initiate a negotiating process, in good faith, between the Government and
the applicant covering all technical, financial and commercial aspects of the proposed project,
including Government participation. Although the Government has these rights, in the past it has
not always sought to exercise its option to take up an equity participation in mining companies.

Khan Corporate Law (KCL) is a specialist corporate law firm in Botswana that focuses on providing
legal services to mining companies, banking and finance institutions, corporate advisory firms,
large corporates, multinationals, private equity funds, Government and parastatals.

KCL has handled some significant transactions since it was established and as a result, domestic
and international market recognition for its strengths continues to grow. The firm has completed
key mandates in the mining and minerals sector.

KHAN CORPORATE LAW

HENRESULTS DRIVEN

Email: shakilakhan@kcl.co.bw // Telephone: +267 3911694 // Fax: +267 3911690
Postal Address: PO. Box 1561, Gaborone, Botswana
Physical Address: 5th Floor, North Wing, Exponential Building, Plot 54351, New CBD, Gaborone, Botswana.
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Power and Water

Though the country is still importing power from South Africa and some-
times Mozambique, the government is working hard to become self-suffi-
cient. “The government is developing the infrastructure to store six to nine
months worth of fuel in Botswana. Whenever there are production strikes
in neighboring countries, Botswana will be prepared. By 2020, | am confi-
dent that Botswana will not buy power from anywhere else and that we will
produce enough to support our mining industry as well as other industries,”
said Nicholas Zachem, Director, Zac Construction.

"Power generation is by far the biggest contributor to the mine’s unit costs.
This is because we are currently having to generate the mines' power needs
through a diesel powered power unit,” said Morulane. Larger transmission
lines will be run from northwest Botswana and, given the country's diverse
flora and fauna, sustainable strategies are being explored to avoid disrupting
the environment as much as possible.

“Botswana is a flat country and thus the collection and storage of runoff
water is very difficult. In the mining industry, there is a strong reliance on
underground water, which is a non-renewable natural resource, and this
poses a significant environmental problem,” said Rodgers Thusi, Mineral
Processing & Operations Management, Gidary Technical Solutions. The gov-
ernment has plans set in place to draw water from the Zambezi River to
satisfy the country’s need. “The government is focusing on running two
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lines, one for agriculture and the other for potable
water. Construction is not yet fully certain, but it
should begin within the next two years. The second
line for potable water will run into Gabarone to feed
different damns,” said Zachem.

Roads and Railway

In March 2014, an agreement was signed with
Namibia to develop the trans-Kalahari railway,
which will allow resources to reach Walvis Bay.
“The trans-Kalahari railway running into Walvis Bay
is under construction now. We will also connect to
Mozambique in order to export coal to India and
China,” Zachem explained. High demand for coal
from China and India is present across the region,
as well as from South Africa.

Sanitation and connectivity top Botswana's agenda
for continued development. The country “has high
ratings in the Fraser Institute as mining jurisdiction
because of the government's deliberate efforts to
make it conducive for investment,” said Morulane.

Service Providers and Equipment

Increased market demand has represented higher
competition amongst service providers and a rapidly
growing local SME sector. Companies are relying on
client-service offerings to differentiate themselves.
“The company is open seven days a week and we
are always available for our clients. Client service
is the most important aspect of the plant hire and
transport business, but also one that a significant
amount of plant hire companies lack in Botswana,
which differentiates Giant Transport apart from com-
petitors,” said Bester.

Though companies are preparing for an increase in
coal production in 2015, diamonds are still the major
focus. Having completed work for Gem Diamonds
and Petra Diamonds, Hentie Dewet, CEO, Dewet
Drilling says one of its “largest achievements was
the reverse circulation drilling which was used in
kimberlite mines.” This process was used primarily
for De Beers’, Debswana and South Africa's Vene-
tia mine. “The first drill that the BauerDewet joint
venture created was for directional drilling. The com-
pany built a 100 ton directional drill and achieved the
African record for directional drilling, which is 500
meters vertically and 1300 meters horizontally,” said
Dewet.

Although local providers maintain a competitive ad-
vantage with years of local experience and a range
of product offerings, the influx of Chinese products
is undeniable. “If China continues building on quality
controls, they will become a significant competitor
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for equipment manufacture in the future,” said Rod-
ney Baker, Managing Director, KPJ Drilling. Having
provided its own specifications and quality controls,
KPJ Drilling is importing equipment from China.
“About 95% of the equipment that is coming in is
giving us high value for money,” added Baker.

Skilled Labor and Training

The difficulty of finding skilled labor in Botswana has
deterred investors from entering the country and
posed challenges for companies operating there.
“The demand for skilled personnel in the mining
industry is very high and the availability of local ex-
pertise, as Botswana is a small country, is a massive
challenge for the country,” said Thusi. “The most
important target for Botswana at the moment, is
to stimulate the growth of the industry. Once there
is investment, citizens will be employed and that is
how the industry will grow," said Siwawa.

Newly re-elected President lan Khama has stated
that two of his most important goals will be edu-
cation and the development of skilled labor in the
country. The Chamber of Mines of Botswana has
secured an agreement with the government and
GIZ to start training the country’s future mining
technicians. Mr. Siwawa said the Chamber of Mines
had “started the program with 100 students and in
about four years we will have highly qualified arti-
sans, competitive with international standards, who
will be incorporated into our mining houses [...] it is
our target to have 1000 students in training over the
next few years.”

Future Prospects

Botswana is working hard to diversify and strengthen
the mining industry, which is still mostly reliant on
diamonds. “We would like to welcome and encour-
age investors to look at base metals and other min-
erals outside of diamonds. It is not just a diamond
destination,” Morulane said.

Despite the country’s small market, it is part of a 57

million people international market through the Southern African Customs
Union. “SACU is a free trade area with members being Botswana, South
Africa, Lesotho, Swaziland and Namibia,” said Sejoe. “Botswana may have
a small population but we have vast land and diverse resources with the
capacity to connect to the whole of the region's market,” said Zakhem.
Though the wheels have been set in motion for the country to become a
hub in the region, there is still a long road ahead in order to achieve this
target. However, Botswana is a peaceful democracy with low tax rates and
a government that is aggressively supporting the development of its min-
ing industry. “There are significant plans from Government to promote and
develop the resources in the country and there is a strong push towards
diversifying the economy in Botswana,” concluded Khan. e

Are you a supplier to the
mining industry?

Ecsponent partners with 7
committed local entrepreneurs, _
financing goods in the mining ecsponent

industry to aid business growth. Investment Holdings

Contact Ecsponent today to learn how our comprehensive vendor
finance solutions can help your business.

+267 391 8754 | botswana@ecsponent.com | www.ecsponent.com
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We take pride in the strength of our well regulated,
transparent and investor friendly business environment.
Botswana aims to work with you to meet your investment
needs as you go further with your investment.

Botswana Investment and Trade Centre now offers investors

the following business facilitation services;
- Company and Business Registration - Allocation of BITC factory space

- Trade and Business license Applications (subject to availability)

- Environmental Impact Assessment

- Entry visas, work and residence permits )
(EIA) Compliance

- Work Permit Exemptions . . .

- Provision of information on the
Botswana business climate, regulatory
regime and investment opportunities

- Connection of utilities e.g. Power,
telecommunications and water

- Income tax and VAT registration
- Access to Industrial and commercial land

These services are available to domestic and international investors that meet our eligibility
criteria and investment thresholds.

.
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Our pride, your destination
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BOTSWANA INVESTMENT
& TRADE CENTRE

Speak to Botswana Investment and Trade Centre (BITC)
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Plot 54351, off PG Matante Road Sandton, Johannesburg London Mumbai-400 021
Exponential Building T +2711884 8959 United Kingdom India

Central Business District (CBD) F +27118837798 T+44 207 499 0031 T+9122 4360 2100

Gaborone, Botswana
T+267 363 3300
F+267 318 1941

F+44 207 4918528
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Vvisit us at www.bitc.co.bw
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Mozambique

Mozambique was a Portugese colony

that suffered heavily from the slave

trade. After a decade-long struggle

for independence it then suffered a

civil war between 1977 and 1994.

Recently, however, it has enjoyed a
period of political stability and extended high economic
growth. Its mining industry holds undoubted potential to
become one of the region's leaders in this sector. It is a
significant global producer of aluminium, ilmenite, tantalum
and zircon, and has production potential for coal, gold,
copper, iron ore, vanadium and other minerals.

GDP GROWTH (%)

SOURCE: WORLD BANK, EIU
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COUNTRY PROFILE

. Population: 24,692,144 (July 2014 est)

* Land Area: 799,380 sq km

. Official Language(s): Portuguese

. Capital: Maputo

Chief of State: President Armando Emilio Guebuza

: Head of Government: Prime Minister Alberto Clementino
: Vaquina

- GDP (PPP): $28.15 billion (2013 est.)

* Growth Rate: 7% (2013 est.)

. GDP per Capita: $1,200 (2013 est.)

. Ecc iic Sector Br
¢ industry: 24.9%, services: 46.4% (2013 est)

. Exports: $3.92 billion (2013 est.): aluminum, prawns,
. cashews, cotton, sugar, citrus, timber, bulk electricity
. Imports: $7.068 billion (2013 est.): machinery and
equipment, vehicles, fuel, chemicals, metal products,
. foodstuffs, textiles

. MajorTrade Partners: South Africa, Belgium, China,
* India, United States

kd

: agriculture: 28.7%,

*projected

1996 1997 1908 [EEEEEMl 2000 2001

2002 2003 2004 2005 2006 2007

Chissano wins a second term
Opposition RENAMO claims

The last UN peace-keeping
contingents leave the country.
Mozambique joins the

Commonwealth of Nations civil war, but backs down.

fraud and threatens a return to

2008 200 2011 2012 2013 [NENEEN 2015°

Chissano declines to run for a
third term and elections are
won by Armando Guebuza of

Chissano wins a second term
with 75% of the vote. SADC calls Movement, formed out of

the result "a true reflection of the RENAMO in 2009, may slightly shift
FRELIMO will of the people”

The Mozambique Democratic

dynamics in October elections

INFLATION

SOURCE: WORLD BANK

21 10.4%
2012 2,1%
2013 4.9%

MINE PRODUCTION

SOURCE: BRITISH GEOLOGICAL SURVEY

as of 2012

in mt unless otherwise stated

Bauxite 8,600
Aluminium 562,000
Bentonite 500
Beryl 12
Coal (bituminous) 54.432
Gold (in kg) 100
Salt 110.000
Tantalite 150
limenite 574.500
Rutile 6.500

Zirconium 46.900

IBRAHIM INDEX OF AFRICAN GOVERNANCE
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MINING SECTOR CONTRIBUTIONTO GDP

SOURCE: AFRICAN ECONOMIC OUTLOOK

2013 2.4%

These values do not include artisanal mining. In 2011 the National Director of
Mines put the contribution at 3%, expected to rise to 7% by 2014
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SOURCE: TRANSPARENCY INTERNATIONAL
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BUSINESS ENVIRONMENT RANKING

SOURCE: WORLD BANK, IFC, HERITAGE INSTITUTE, WEF

Name (out of)
2012 2013 2014
Doing Business Rank (189)
142 139
ndex of Economic Freedom (177)
123 128
Global Competetiviness

138 137
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Mozambique

COUNTRY PROFILE

Mozambique is a country on the move.The skyscrapers that line the Maputo
skyline tell a story of rapid development, much of it on the back of the exploitation
of the country’s vast coal reserves. Troubled by a history of Portuguese colonialism
and a destructive civil war that spanned almost two decades and ended in

1995, Mozambique is on a path of rapid recovery with a focus on rebuilding lost

infrastructure.

Mozambique is set to take its place
amongst the world’s top 10 coal pro-
ducing countries by 2017 with an ex-
pected output of 41.8 million tons. To
reach this goal, investment in infra-
structure will be crucial. Over the last
two decades Mozambique has proved
to be a sound investment destination,
which is a reputation that the country
is keen to uphold. For 2015, the World
Bank has ranked Mozambique 127 out
of 189 economies in terms of ease of
doing business, which is a notable in-
crease from its rank of 142 in 2014.

Mineral Wealth

Mozambique's known mineral wealth
comprises mostly coal, gold and alu-
minum, with coal production expected
to be the greatest growth driver for the
mining sector in the next few years.
The Tete province and the Zambezi area
holds significant coal reserves. While
Rio Tinto has recently sold its main
operations to India’s International Coal
Venture Private Ltd (ICVL) with some
controversy, Vale continues to mine and
expand on its assets.

During the first half of 2014, Mozam-
bique's mines produced 246,000 met-
ric tons (mt) of coking coal and 230,000
mt of thermal coal. Since 2011 Vale has
been producing coal from its Moatize
mine, which has a capacity of 11 million
mt per year. ICVL now holds the mining
and exploration licenses that Rio Tinto
had owned up until September 2014,
which includes the Zambeze Project,
the Tete East Project and the Benga
mine.

While Mozambique is generally as-
sociated with coal, gold production is
expected to grow significantly over the
next few years, albeit from a low base.
Most notably, the Manica project with
its flagship Fair Bride deposit has a re-
source base of 923,200 million ounces
(0z) at 3.01 grams per mt (g/mt). The
deposit, owned by Auroch Minerals,
is situated 4 kilometers (km) north of
Manica and 270 km away from the
Port of Beira. By 2017 gold production
in Mozambique is set to increase to
85,000 oz from 25,000 oz in 2011.
Another key revenue generator for
Mozambique is aluminum, with BHP
Billiton operating one of Africa’s largest
aluminum smelters in a joint venture

with Mitsubishi Corporation (25%), the
Industrial Development Corporation of
South Africa (24 %) and the government
of Mozambiqgue (3.9%). In 2012, the
country produced an estimated 550 mt
of aluminum, consistent with levels of
the preceding eight years.

Tantalum, ilmenite, rutile, zirconium and
beryllium are also mined on a smaller
scale in the country. Another exciting
project is Baobab Resources’ pig-iron
ferrovanadium project. “Baobab first
started working on the project in 2008
and we drilled the first hole in March
2009. Since then we have completed
over 90,000 meters of drilling and had
found a global resource of over 750
million mt,” said Ben James, managing
director of Baobab Resources.

Regulatory Environment

Mozambican mining law dictates that
the government owns all mineral re-
sources. Private companies can per
form extraction operations if they hold
mineral rights, which are determined by
the scale of proposed operations.

One of the key uncertainties for mining
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COUNTRY PROFILE

companies is security of land. Under the mining law, mining
concessions are granted by the state for the time equivalent
to the life of mine up to a maximum of 25 years. Foreign
companies cannot own land. Exploration licenses are issued
for five years with an option to renew for a further three
years.

In hopes of increasing exploration, the government is also
aiming to create an enabling regulatory environment. Ernst
Laubscher, financial manager of Agua Terra explains: “The
Mozambican government is trying to incentivize exploration
and is trying to make it as easy as possible for companies
to come to Mozambique and do business. One such is in-
centive is a tax break on companies that are in the midst of
exploration.” In terms of taxation, a corporate income tax of
32% is levied on mining companies as well as royalty taxes
that are set at 3%, but varies for precious metals, gemstones
and diamonds, which are 5%, 6%, and 10% respectively.
The regulatory environment is also in the midst of changes
to make Mozambique a more attractive investment and min-
ing destination. Titos Munghehete, business manager for
Golder Associates in Mozambique said: “there is a huge will-
ingness from the Mozambican government to put legislation
in place that is on par with international standards and that
is a good sign. Mozambique is in the midst of establishing
the entire legal framework that is necessary to develop the
resources.”

Power and Infrastructure

As is common throughout Africa, serious investment in in-
frastructure and power generation and distribution will be
required for mining to flourish alongside the rest of the econ-
omy.

MACIG 2015

Mozambique's current electricity generation capacity is 2,200
megawatts (MW), which is supplied mostly through the hy-
dro electricity plant at Cahora Bassa, through Hidroeléctrica
de Cahora Bassa (HCB), owned jointly by Portugal (7.5%)
and Mozambique. 65% of Mozambique's electricity is ex-
ported to South Africa, which is unfortunate, as only 18% of
Mozambicans have access to electricity. In 2013 the coun-
try's power demand was 1,600 MW, but was rising at a rate
of 15% per year.

In some areas of Mozambique, infrastructure is well devel-
oped, but infrastructure remains a hurdle that is slowing
further growth and exploration and the mining sector is
particularly hampered. According to Ernst Laubscher, finan-
cial manager of mining drilling company Agua Terra, “to get
equipment, food, diesel, stock, and consumables into re-
mote areas is very difficult and costly. As the infrastructure
in Mozambique is lacking, it takes the workers very long to
get to the sites as well. Mozambique moves at a very slow
pace and is a logistical challenge if you have to clear stock or
if you need critical parts.”

The country is currently undertaking major infrastructure re-
habilitation and expansion. The private sector has pledged
to invest $34 billion in infrastructure development by 2020.
For companies such as BSI steel, infrastructure expansion
has been a lifeline, "At the moment the majority of BSl's
work is focused on fabrication and construction and there is
not a significant amount of work coming from directly from
the mines,” said Andrew Brett, branch manager of BSI Steel
Mozambique in Tete. Upgrades to the port of Beira and well
as the Sena railway and the Nacala Corridor Project are al-
ready underway. This also brings optimism to the services
sector that supports the industry. “We are optimistic about
the work that is being done on the railroad to Nacala, which
should be finished by 2015 thus bringing in more work for
us,” said Ernst Laubscher of Aguq Terra.

High Hopes

If the country can continue to maintain a stable political envi-
ronment, as it has been able to do for over a decade, growth
prospects remain positive. With elections behind and a drive
for growth ahead, it is expected that Mozambique will boast
with projected GDP growth figures of 8.2% in 2015, keeping
the country amongst the most dynamic economies on the
continent. As for the mining sector, Carlos de Freitas of Tete
Engineering sums it up: “there is much hope that new mines
will develop as Mozambique still has much mineral wealth
such as iron ore, gold, uranium and precious and semi-pre-
cious stones. There is an unlimited amount of mining op-
portunities in Mozambique and people are only starting to
scratch the surface now.” e
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Namibia
Namibia gained independence from
South Africa in 1990, after
previously being a German colony
until 1920. It has had a stable
multiparty democracy in place
since independence and has
enjoyed strong economic growth. Namibia’s mining
industry forms a significant part of its economy: the
country is the world's second largest producer of
diamonds in terms of value, and the world’s fifth largest
producer of uranium. It also produced copper, gold, lead,
manganese, silver and zinc, and has potential for iron ore.

GDP GROWTH (%)

SOURCE: WORLD BANK, EIU
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COUNTRY PROFILE

Population: 2,198,406 (July 2014 est)

Land Area: 824,292 sq km

Official Language(s): English

Capital: Windhoek

Chief of State: President Hifikepunye Pohamba

Head of Government: President Hifikepunye Pohamba
GDP (PPP): $17.79 billion (2013 est)

Growth Rate: 4.4% (2013 est)

GDP per Capita: $8,200 (2013 est)

Economic Sector Breakdown: agriculture: 7.7 %,
industry: 29.6%, services: 62.6% (2013 est)

Exports: $5.124 billion (2013 est.): diamonds, copper,
gold, zinc, lead, uranium, cattle, white fish and mollusks
Imports: $7.084 billion (2013 est.): foodstuffs, petroleum
products and fuel, machinery and equipment, chemicals
Major Trade Partners: South Africa, UK, Angola, India

*projected
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Namibia takes a more active Sam Nujoma, Namibia's
role in regional affairs by

part of a SADC contingent in the Caprivi region fails.

president since independence, is
sending troops to the DRC as  reelected. A secession attempt
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Nujoma transfers power
to Hifikepunye Pohamba,
also of the Swapo party.

Pohamba reelected president Election scheduled for
with 756% of the vote. Though November. The Swapo
opponents questioned this,
observers called it fair.

party will almost certaintly
maintain the presidency.

INFLATION

SOURCE: WORLD BANK

2012 6,9%
2013 5.6%

TRANSPARENCY INTERNATIONAL
CORRUPTION PERCEPTIONS INDEX

SOURCE: TRANSPARENCY INTERNATIONAL
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ALL-IN SUSTAINING COSTS ($/0Z AU)

SOURCE: BANRO CORPORATION Q3 2013 FINANCIAL STATEMENT

653

AISC is based on the World Gold Council's guidance note of June 2013 and is
a metric including all costs related to production plus costs related to
sustaining production. Country values represent the average from those

MINE PRODUCTION

SOURCE: BRITISH GEOLOGICAL SURVEY

as of 2012

in mt unless otherwise stated

Copper 5,304
Diamond** 1,667,000
Fluorspar 90,834
Gold*** 2,402
Lead 11,300
Manganese 42,000
Salt 738,000
Silver*** 2,376
Uranium 4,249
Zinc 193,600

**in carats ***in kilograms

FRASER INSTITUTE ANNUAL SURVEY
OF MINING COMPANIES

SOURCE: FRASER INSTITUTE
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companies who make this information available, and is taken from Q3 results.

MINING SECTOR CONTRIBUTIONTO GDP

SOURCE: AFRICAN ECONOMIC OUTLOOK

2013 12.3%

These values do not include artisanal mining. Mining's contribution to GDP
has been falling over the past decade, yet remains the largest single
contributor to GDP.
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BUSINESS ENVIRONMENT RANKING

SOURCE: WORLD BANK, IFC, HERITAGE INSTITUTE, WEF
Name (out of)
2012 2013 2014
Doing Business Rank (189)
Index of Economic Freedom (177)
Global Competetiviness Report (148)
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Honorable Isak Katali

Minister of Mines and Energy
Namibia

Entering your fourth year as Minister
of Mines and Energy, what key mile-
stones would you like to achieve for
the mining sector in the next year?
The Ministry of Mines and Energy
would like to complete the review of the
Namibian mining act.

We are also working hard to finalize
some of the current delays and issues as
such as the issuing of mining licenses.
Currently, we have many licenses that
have been put on hold and others that
have taken too long to process. We aim
to review these and deal with the back-
log of applications.

The Ministry of Mines and Energy will
work together with the Ministry of Trade
and Industry in the identification of the
minerals that need to be beneficiated.

Are there salient points with regards
to the review of the mining act that
you would like to highlight to in-
vestors?

There are administrative issues that
may be affected, for instance we will ad-
dress the issue of Exclusive Prospecting
Licenses (EPL). As it stands now, when
the license is close to expiry the owner
is required to place an application for re-
newal. However, the law is very silent
on whether someone else during that
period can also apply for the prospect-
ing license. Currently, once the renewal
application is lodged, the EPL is still ac-
tive and does not prevent other applica-
tions. This creates a negative perception
if all of a sudden they put in application
for renewal and someone else is apply-
ing. At the moment, the new applicants
however realize that there is nothing
that prevents them from applying ac-
cording to the law. This is an example of
a key aspect that is under review.

It has been a difficult year for the
global mining community. Although
Namibia experienced some difficult
months in production overall, the in-
dustry saw positive growth for most
of the minerals except gold and ura-
nium. What contributed to these in-
creases?

It can be attributed to the growth in
the economy and the resilience of the
companies operating in Namibia. Even
though there are difficulties, they con-
tinue to operate with good deposits in a
stable country.

What is the Ministry's strategy to
mitigate the impact of the closure of
some of the current mines?

We expect new mining projects to
come online and new mining licenses
to be applied for. We plan to continue
growing despite issues that some of
the mines are having.

What the mining industry in the world
needs to know is that we have a sta-
ble democratic government, one of the
best geological surveys in the world
with a comprehensive geological data-
base, and we are continuously improv-
ing. We have security of tenure, good
infrastructure, and a very competitive
environment for investment, supported
by the transparent, open door policy of
the government.

What would you like to communicate
to the international mining commu-
nity about the mining sector in Nam-
bia?

As we always say, Namibia is a stable
and peaceful country, and whoever is
interested in our minerals is welcome
to come to Namibia. They must be pre-
pared that it is not business as usual,

INTERVIEW WITH

as currently we are talking very seri-
ously with companies about localization
and increasing the local content in our
mining licenses. Although nothing has
changed in terms of laws and policies,
we want investors who adhere to our
policies. Investors should not come to
Namibia because the Namibian govern-
ment wants their money and skills. They
should come to Namibia because they
need the resources that are in Namibia,
and this should create the balance be-
tween what is best for the investor and
what is best for Namibia.

Over the years, Namibia has attracted
significant numbers of both foreign and
local investors in the minerals sector. To
me, that is testimony that we do things
correctly, meaning that the investors
have confidence in our policies, legisla-
tive frameworks as well as our adminis-
trative processes. ®
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Known for its gem-quality, alluvial placer deposits along the Orange River,
Namibia is the world’s second largest producer of diamonds, as well as the world’s
fifth largest producer of uranium. Despite depressed global commodity market
conditions, major investments towards the continued development of Namibia’s
mining industry and other sectors are still ongoing in the country. Though
primarily known for its uranium and diamond production, Namibia is now focused

on diversifying for growth.

The past year has brought many changes
to the Namibian mining landscape, with
three major mines under construction,
Swakop Uranium’s Husab, Weatherly
International’s Tschudi copper project
and B2Gold's Otjikoto gold mine. With
substantial foreign direct investment
entering the country, the Namibian gov-
ernment is determined to unlock and op-
timize the country's resource potential.

Though booming with  optimism,
Namibia has still experienced the effects
of the global capital shortage in the min-
ing sector. “Namibia has certainly faced
challenges with the softening of uranium
prices and the iron ore price dropping by
around 37%," said James Grobler, Mem-
ber of the Board, Lodestone, a junior set
to begin production of high grade iron
ore in 2015) with high-grade iron-ore.
Other companies have re-focused their
operations all together, in reaction to the
circumstances. “We have closed down
LLD Diamonds Namibia diamond cutting
factory completely since the downturn in

the diamond market. Currently Sakawe
(Samicor) is not very active in the dia-
mond business as we are focused on
the exploration and the mining of phos-
phates along the Namibian coastline to
produce fertilisers,” said Kombadayedu
Kapwanga, Regional Director, Sakawe
Mining Corporation.

Softening commodity prices have not
stopped Swakop Uranium's Husab
project, scheduled for full production in
2017 and aiming to become the world’s
second largest producer of uranium
oxide. Husab is “a major project from
China as they are investing N$22 billion
($2 billion) in the country and Swakop
Uranium’'s resources will be exported
to China," said Veston Malango, CEO,
Chamber of Mines of Namibia. Nonethe-
less, many listed companies and private
sector investors are waiting for prices
to rise again and meanwhile, projects
are placed on hold. “The Chamber of
Mines is optimistic that we will see an
improvement in the next 12 months,’
said Malango.

Exploration companies have also faced
challenges in raising capital funding.
Reptile Uranium is a subsidiary and
the sole focus of its Deep Yellow par
ent company. Deep Yellow raises funds
through the ASX to fund the flagship
operation in Namibia, Reptile's Oma-
hola project. “The context of the envi-
ronment in which we operate is com-
plex and very challenging. Things have
deteriorated substantially since the
Fukushima disaster and capital availabil-
ity is incredibly scarce across the junior
sector. We took a conscious decision to
move slower and be cautions with ex
penditure to survive for the long term,”
said Greg Cochran, Managing Director,
Deep Yellow Limited.

Junior Bannerman Resources has a
world-class project ready to position the
company amongst the world’s top ten
uranium mines. Bannerman has already
confirmed the development and techni-
cal aspects of the Etango Project, "DFS
shows that the project is financially at-
tractive at long-term uranium prices.
Bannerman is quite confident that, when
uranium prices rise and we are ready to
move forward with the project, we will

be granted a mining license,” said Len Jubber, CEO, Ban-
nerman Resources. Bannerman Resources raised US$4
to fund a heap leach demonstration plant to de-risk the
project in the eyes of potential development partners and
financiers. Bannerman Resources identifies Namibia as
a sustainable growth market “our commencing with the
construction of the heap leach demonstration plant is tes-
timony to this commitment,” said Jubber.

With more nuclear power plants either in construction or
final planning stages now than ever before, the demand
for uranium is bound to rise. Taurus Minerals Limited of
Hong Kong, partly owned by the China General Nuclear
Power Company (CGN) and the China-Africa Development
Fund, have a 90% stake in Swakop Uranium. “Uranium'’s
primary use is as fuel for nuclear power plants [...] and
there is renewed interest in nuclear energy as one of the
clean alternative energy sources of the future. Worldwide,
more than 50 plants are currently under construction and
149 plants are planned,” according to Swakop Uranium.
As air pollution increases from coal-fired plants, mainland
China is working hard to position itself as a nuclear en-
ergy leader with over 21 nuclear power reactors in oper-
ation and nearly 30 under construction. “China continues
to build nuclear power plants at an incredible pace. The
Middle East, Korea, and India are the next generation of
nuclear power builders. The UAE is already building two
and by 2021 they are aiming to have four. Saudi Arabia is
talking about a 16 plant target,” said Cochran.

Namibia has agreements with all countries party to the
international non-proliferation agreement. “Namibian ura-
nium is highly sought after because of reliability of supply
and the environmentally and socially responsible way in
which the industry is operated,” explained Jubber.

Namdeb, a 50-50 joint venture between the Government
of the Republic of Namibia and De Beers, is expanding
its diamond resource to 2050 and beyond. The two sub-
sidiaries within Namdeb are Namdeb Diamond Corpora-
tion, which targets land licenses, and Debmarine Namibia,
which is focused on offshore licenses. “Namdeb Holdings
has an exclusive marketing agreement with the Namibia
Diamond Trading Company (NDTC), which sells all the di-
amonds produced by the Namdeb Holding Group. In 2013
Namdeb experienced a N$9 billion dollar turnover, and pro-
duced 1.7 million carats of gem quality diamonds,” said
Inge K Zaamwani-Kamwi, CEO, Namdeb.

Diamond mining still represents a major contribution to
Namibia's GDP “Currently the diamond mining industry
in Namibia is in high demand and prices are relatively
positive,” said Zaamwani-Kamwi. Measures are being
set in place to position the company for the long-term in
Namibia. One of Namdeb's major focuses is to ensure
sustainable mining, which means they must re-asses the
environmental impact of their operations constantly.
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Shaw River is a manganese focussed mining company

with exploration and operating projects in Africa.

Otjozondu Mining is 100% owned Mamibian company

and has commenced production and export of
Mmanganese ores.

www.otjozendumining.com
www.shawriver.com.au

Actually, the life of a mine is measured
by the quality of its finance.

New technologies, techniques and finds make
extension of mines and their operational lifespans
viable, if the finance recognises the unique
requirements of each operation.

We tailor finance to recognise the challenges
and possibilities of the Namibian mining
industry, from brownfields and mining technology to local equity
and mine infrastructure. We also finance mining contractors
and other enterprises that support the mining industry.

Find out about DBN finance. Call + 264 61 290 8000.
We're waiting to hear from you..

b

Development
Bank of Namibia
Good business is good for development.
www.dbn.com.na




INTO PROSPERITY

Gecko Namibia (Pty) Ltd is a Namibian owned, diversified
mineral resources and mining services company providing
the following services to the mining and quarrying industry:

» Opencast mining

» Design, manufacture and operation of both fixed and
mobile mineral processing plants

' Exploration drilling
» Civil construction
* Materials handling
' Metallurgical laboratory services

¥ The Group is able to harness its collective expertise to offer
effective and all-inclusive mining solutions to its clients.

8 Sinclair Street,
PO Box 31311?,
WinﬂfmeEs. Namihla

Gecko Mineral Processing
Gecko Drilling

Gecko Civil/Mining
Gecko Laboratories

London based Weatherly International’s
$88.3 million dollar investment for re-
fined copper to be produced for the first
time in Namibia is rapidly approaching
production. “Tchudi will produce 17,000
tonnes of copper per year, for an initial
mine life of 11 years. Officially we are
going to produce in the second quar
ter of 2015, though we are on track to
achieve this goal comfortably,” said Craig
Thomas, Operations Manager at Weath-
erly International. The company has also
re-opened two underground mines, Otji-
hase and Matchless, with the target to
produce 7000 tons of copper concen-
trate per year and a scope to produce
10,000 tons per year.

Most of Weatherly International’s con-
centrate is exported to China due to low
freight costs. Regarding Tschudi, “we
secured an off-take agreement with a
North American fund called Orion, which
is in turn associated with another com-
modities trader, Redkite.” said Thomas.
Plans to source acid for heap leaching
from the plant at the Tsumeb Smelter
are underway. With Husab and Tsumeb
building their own acid plants, and Skor-
pion evaluating similar possibilities, acid
for heap leaching will be sourced locally.
"Perhaps eventually Namibia will have
an acid production surplus and then be-
come an acid exporter,” said Thomas.
Kunene Resources has signed a joint
venture agreement with First Quantum
Minerals for the development of the
Kaoko Project license given that the
geology has a strong resemblance to
the Zambian Copperbelt. Since Kunene
discovered cobalt for the first time in
Namibia, “we have established that the
Kaoko Belt is an analogue for the Cop-
perbelt through discovery of a horizon of
copper cobalt, which is almost identical
to the mine series in the DRC or the ore
shale in Zambia. Kunene has had expe-

rienced academics and professionals
from Zambia visit the project to confirm
our findings,” Brandon Munro, Manag-
ing Director, Kunene Resources said.
The Okanihova copper sulfide target
encompasses an area of 3,500km2,
which was once used as a South African
armed forces base. The plot now houses
Kunene Resources' flagship exploration
operation. “Kunene has found very
broad intersections of low-grade primary
sulfide copper, which is a very good sign
of future prospects, but it still requires
higher grade and, or scale to become
economically viable,” explained Munro.

With full production scheduled for 2015,
B2Gold's Otjikoto gold mine will place
Namibia as Africa’s seventh or eighth
largest gold producer. “B2Gold is one
of the fastest growing gold producers in
the world and the additional potential of
Otjikoto's over 140,000 ounces of gold
is very significant to our corporate pro-
file,” said Bill Lytle, Country Manager,
B2Gold Corp. The recent discovery of
the Wolfshag satellite deposit, near the
project’s current pit, is presently being
engineered to become a reserve that
will be included as a part of the mining
schedule and ten explorations licenses
are still being explored.

There is undeniable potential for iron
ore within Namibia. While exploring for
uranium, Reptile Uranium has discov-
ered iron ore and is currently looking for
a development partner. “On our quest
looking for uranium we stumbled upon
a very well-located iron ore deposit and
have drilled out about 120 million tons of
iron ore to date,” stated Peter Christians,
Country Manager, Reptile Uranium.

Lodestone, with a high-grade niche

product of 66%, has recently completed
the PFS and received approval for their
Dordabis iron ore project. Plans to ex
pand the resource through exploration
and drilling are in order, if commodity
prices improve by mid-2015. “Lode-
stone aims to explore and develop a
world class high-grade iron ore deposit
in Namibia,” explained Grobler. The com-
pany's target is to produce 2 million
tons per year at a 66% iron ore average
grade.

Shaw River has discovered 17 million
tons of manganese with the Otjozondu
project. “The company will commission
a plant through January 2015 and we
will be producing about 12,000 tons to
15,000 tons of product per month. We
retain the capacity to triple that with the
equipment that we will have on site/”
said Peter Cunningham, Director, Otjo-
zondu Mining. A settlement agreement
has positioned Shaw River as the sole
owner of the Otjizondu project. Though
the company’s immediate focus will be
on production rather than expanding the
resource, there are still 144 km to be
explored within the Roper Line of Lode.

Namdeb is increasingly focusing on
marine  mining, through Debmarine
Namibia, in light of slowing terrestrial
output for diamonds. “The technology
required in the diamond marine mining
environment is unique to Namibia and
it is pioneering on a global scale. [...]
Moving forward, Namibia’s diamond
mining operations will depend heavily
on marine or offshore operations,” said
Malango.

Namdeb is constantly searching for po-
tential development opportunities in the
country and creating new technologies

for marine mining with De Beers' re-
search and development department.
“"What we have been able to mine so
far from the offshore license is less
than 10% of the total area,’ said Za-
amwani-Kamwi. Mid-water licenses
are currently being explored and it is
Namdeb'’s target to start mining them
by 2018. “We are working to improve
the level of confidence in the mid-water
resource,” she said.

Samicor, which has explored Namibia’s
west coast for over 13 years, has discov-
ered a marine phosphate reserve of over
two billion tons, placing Namibia as third
globally for phosphate rock reserves.
Operating under LL Namibia Phos-
phates (LLNP), Samicor has applied for
a mining license for the project and will
be building a pilot plant for it in Q1 2015.
The target is to start production in 2018.
“Our strategy is to turn our rock phos-
phate into a fully manufactured product,
such as phosphoric acid and fertilizer.
[...] The capacity of the pilot plant will
be around 2,5 million tons per year and
will be producing about 550,000 tons of
phosphoric acid,” said Kapwanga.
Though marine mining promises great
potential for the country, environmental
risks for marine phosphate production
are still being assessed. “Samicor has to
make sure that during our mining opera-
tions we do not disadvantage or disturb
the ecosystem, or other marine opera-
tions such as fisheries,” said Kapwanga.
Samicor is collaborating with various
partners to develop their technology and
environmental impact. The project will
require $1 billion and Samicor will be
looking for technical and financial part-
ners.

Carla Murta, Laboratory Manager at Bu-
reau Veritas Namibia explained: "Some
of the materials that are settled on
the bottom layers of the ocean, where
phosphates are normally found, are not
generally in contact with top layer living



organisms, which are used for human
consumption.” Though it is still uncer
tain what effect this may have on the
marine landscape, “the government has
placed a moratorium on marine mining
due to their concern about how this new
process will affect the environment in
the country,” she said. Namibia's coast-
line is also being explored for oil and gas.
Lithon Mining Engineers pioneered
the first marine phosphates project in
Namibia. “This type of mining requires a
new level of science, which is still chal-
lenging to grasp fully. Currently the gov-
ernment is conducting an independent
assessment to see how viable this new
industry is, in terms of environmental
impact [...] it is going to take a while for
the different industries to accept it and
understand each other,” said Jan Fourie,
Lithon Mining Engineers. The Namibian
government understands the impor
tance of developing marine mining and
is a 10% owner of Samicor.

Colonized by Germany in the late nine-
teenth century, later ruled by South
Africa in the early twentieth century, the
Namibian cultural fabric was woven with
a history of genocide, forced labor and
racial segregation. Namibia now stands
as one of the most stable countries in
Africa and has been an independent
country since 1990.

The Chamber of Mines has operated in
the country for 45 years and member-
ship has nearly doubled in the past nine
years. “Namibia has a very positive and
straight-forward regulatory procedure.
The Chamber of Mines has worked hard
to ensure that the country’s regulatory
bodies clearly convey their intentions in
the media so that everyone is aware of
what is happening,” said Lytle.

In spite of having solid regulation,
Namibia is one of the most heavily taxed
countries in the Southern Africa region.

Mining is the highest taxed industry,
“Namibian tax rates go up as high as
55% for diamond mining, with additional
taxes and royalties added on to that, and
other mining operations at 37%. Even in
oil and gas production there is an addi-
tional profits tax,” said Robert Grant, Se-
nior Partner, KPMG.

New tax proposals were recommended
by the Minister of Finance three years
ago, but “the Chamber proved that the
new proposals were detrimental to the
to the mining industry and the proposals
where then revised,” said Malango. The
Namibian government understands the
importance of developing a strong min-
ing industry within a stable environment.
“Namibia is a very favorable investment
destination as confirmed by the Frazer
Institute Annual Surveys of Mining and
Exploration companies, which in the last
two years, have shown Namibia to be
the second most attractive investment
destination in Africa,” said Malango.
The Development Bank of Namibia
(DBN) provides financing for viable en-
terprises that contribute measurably
to Namibia's economy. “The number
of employment opportunities that the
project will create is a major consider
ation. The Bank also considers skills
development, transfer of technology,
and decentralization of economic activ-
ities in its decision to finance projects,”
said Martin Inkumbi, CEO, Development
Bank of Namibia. Though loans can only
be made up to N$300 million to a single
group, the bank is familiar with securing
partnerships with other financial institu-
tions to support the development of in-
frastructure, industry projects and even
SMEs.

Being pegged one to one to the South
African Rand, means that raw product
imports experience currency fluctua-
tions. “The biggest challenge in Namibia
is the rate of exchange, [...] at the mo-
ment the Rand is loosing value every
day,” said Jannie Kirsten, Managing Di-
rector, Desert Mining Suppliers.

The mining industry is acting as a strong
trigger for infrastructure development in
Namibia. The development of projects
such as the Walvis Bay Harbour, initially
scheduled for 2016, was pushed ahead
of schedule to 2015 and will cater to
the import and export of commodities.
“The mining industry can be seen as
a catalyst for the further development
of infrastructure in Namibia. Mining is
important as it brings development to
otherwise highly isolated locations and
it does generate a need to expand ports,
roads and utilities,” said Barnabas Uug-
wanga, Director of Business Develop-
ment at Lithon Mining Engineers.
Namibia’s direct access to the Atlantic
Ocean through Walvis Bay and Luderitz
provides many advantages over its land-
locked neighbours. The country is “in-
creasingly becoming a key transport and
logistics hub for the region. Namibia has
a seaport and is well connected to its
neighboring countries in the region. This
presents an excellent investment op-
portunity for those looking at transport
and logistics opportunities to service the
southern Africa region,” stated Inkumbi.
The port access holds potential for
Namibia’s export market, particularly for
salt. “We used to only trade in markets
within Africa but felt the need to expand
our horizons, and we are now looking at
new international markets such as North
America, Brazil and Europe,” said Andre
Snyman, Managing Director, Walvis Bay
Salt Holdings.

While expanding Namibia also looks, like
the rest of the region, to South Africa.
"Genet South Africa is Gecko Namibia’s
support base in South Africa and it fuels
our growth within the country,” said Pine
van Wyck.

One of the greater challenges for inter-
national investors and producers looking
at Namibia has been the size of its mar
ket. However, the strategic positioning
of the country has been considered an

asset for business. “Though the population of Namibia is
only about 2 million people, the country is positioned as
a gateway into the region’s market, which has over 300
million people,” said Inkumbi. “Through the head office of
the Gecko Africa Group, which is based here in Namibia,
we have serviced projects in Angola and Zimbabwe
with additional plans to expand into Zambia and Portu-
gal where we have interests in grass-root exploration
projects,” said Pine van Wyck.

Access to power resources remains a major operational
challenge for Namibia. “We have a massive shortage and
import around 60% of the country’s total from South
Africa. There are agreements between the two countries
in place, which will come to an end in the next year and
terms will have to be re-evaluated,” said Grant. The devel-
opment of new infrastructure, such as Nampower’s N$3
billion 230 to 2560 mW generation facility in the Erongo
Region, aims to address this problem, however gradually.
With the Kalahari Desert to the east and the Namib Desert
to the west, Namibia suffers from intense water scarcity.
All the mines in Swakopmund are currently drawing wa-
ter from the same source. “The whole coastal region is
under pressure for water supplies in the country given
that the only way to access the resource is desalination.
The Areva desalination plant is currently running at 120%
of capacity,” said Christians.

Major efforts are being set in place by the government
as well as financial institutions to further develop Namib-
ia’s infrastructure. Inkumbi said the DBN aimed to have
“made a significant impact in financing entrepreneurs in
manufacturing and infrastructure development projects
such as road and railway expansion,” in the next few
years.

Mining and infrastructure development in Namibia is a
strong trigger for equipment companies to grow. “At the
moment Gecko Namibia has around 90 machines in the
country. The number is constantly increasing due to the
needs of our own operations as we continually secure
construction projects,” said Pine van Wyk, Managing Di-
rector, Gecko Namibia.

Increased competition with service providers in the
country has led companies to focus on improving their
aftersales offering. “We have our own workshops, me-
chanics and provide training services for all of our oper
ators. Given that we have over 60 machines in Namibia,
we can more easily supply our clients with a new ma-

chine, in case of a breakdown,” said Johan van Wyk, General Man-
ager, Windhoek Renovations. Fast turn around times for part re-
placements are indispensable and companies are working hard to
ensure this, despite the remoteness of certain projects.

Namibia has seen an increase in Chinese equipment imports. “A
significant amount of Chinese companies are slowly starting to
gain recognition within Namibia, and that does pose a challenge
for Desert Mining Suppliers. However, Chinese equipment has a
tendency to be less reliable than the internationally established
brands,” said Kirsten.

With a total population of 2 million people, Namibia has a serious
shortage of skilled labor. “The greatest challenge for investors look-
ing at Namibia is the skilled labor shortage,” said Grant. Though the
government is pushing to have skills recruited locally, many have
had to source their employees from other countries. “The mining

WALWIS BAY SALT HOLDINGS (PTY) LTD

PRODUCING, PROCESSING, MARKETING
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industry requires a high level of skilled labor and we strug-
gle to recruit the skills locally,” said Malango. Companies
are spending vast sums of money on training to build the
local skills. However, “most mining houses have their skills
brought in from out of Namibia,” said Grant.

Mining is key for the continued development of Namibia
and it is responsible for vast amounts of job creation and
training. With Swakop Uranium’s Husab project, B2Gold's
Otjikoto gold mine, and Weatherly International’s Tschudi
copper project, nearly 8,000 jobs will be created over the
construction phase and around 3,000 further jobs in the
long-term. “There are mutual benefits Weatherly brings
to Namibia, and we have a strong focus on job creation,
transfer of skills, value addition and local equity sharehold-
ing. Namibia needs job creation and by this time next year
we will be responsible for over 1,000 jobs created,” said
Thomas.

“When we want to source someone from outside Namibia,
we first have to convince the government that it is indis-
pensable to bring these people into the country,” said
Johan du Toit, MD, Windhoek Consulting Engineers. The
Chamber of Mines has worked with the mining companies
to secure work permits and visas for recruits made in other
countries. "It is one of our strategies to develop and train
our people on a continuous basis. Teaching local workers
is a part of our social responsibility model, to do our part
in raising the standard within the country,” said Snyman.
The Namibian mining industry’s continued growth has also
increased competition amongst service providers. Local
players are strengthening and competing with international
companies, finally presenting the option to source local.
“Namibia has historically relied on international service
providers for mining services, drilling and construction.
Gecko Namibia has positioned itself to fill the gap as a na-
tional company that is capable of fulfilling these needs for
the industry,” said Pine van Wyk.

Certain companies have decided to vertically integrate in
order to survive the competitive environment. “Our strat-
egy is based on vertical integration and diversification, all
of the companies work together for the success of the
Group, this allows us to reduce costs and offer these sav-
ings to the client,” said Peet Strauss, Managing Director,
Strauss Engineering. The Strauss Group now holds four
companies: Strauss Construction, Quality Brick and Block,
Strauss Transport, and JPK Electrical.

Future Prospects

Though still growing strong with diamonds and uranium,
Namibia's diversification process has just begun. “Namibia
is definitely the Guardian of Africa and the opportunities in
the country are endless. With all of the projects entering
the country and the diversification we are witnessing, we
are in for a surprise in the next 7 to 10 years,” said Johan

van Wyk.

COUNTRY PROFILE

The presence of other metals and minerals may not be as strong
as other parts of the region, but the country’s stability is what
makes Namibia so promising. Though “it does not have an ex
traordinary geology for copper, like Zambia and DRC do, it has a
stable government and sufficient support systems set in place,”
says Thomas. Political stability is attractive to investors, as well as
Namibia's strategic position as a regional hub for transport and lo-
gistics. “Investors are increasingly recognizing the importance of
low sovereign risk, established infrastructure, community support,
geographic location, and weather patterns,” said Jubber.

Namibia is gearing for continued growth and diversification of
its mining industry. The Chamber of Mines will continue to work
closely with the Namibian government to “explore further value
addition opportunities of minerals in order to maximize benefits
to the national economy and the country at large. We are very op-
timistic about the diversified future for the country’s mining sec-
tor,” said Malango. The DBN is prepared to support international
investors. “The DBN can finance joint ventures between Namibian
entrepreneurs and international investors setting up business op-
erations in our economy,” said Inkumbi.

International investment is welcomed in Namibia and the country
is looking to grow. “Namibia is open for business. The regulations
set in place are mining friendly, the infrastructure is very good, the
work environment is enjoyable. The main problem we have with
people we bring to Namibia is that they do not want to leave,’
concluded Lytle.
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Lithan Mining Consultants provides resource management
skills across the mineral resource development value chain,
from desk top studies through exploration strategy, deposit
delineation, resource estimation, mine design and
planning, mine infrastructure design, and implementation,
project management, mine monitoring and mine closure,

We also provide owner's team technical and regulatory
compliance support services.

For all your Geology, Mining Engineering and Infrastructure
projects, please donot hesitate to contact us.
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Mining projects will find it increasingly
difficult to secure community and gov-
ernment support if they fail to manage
impacts on surface water and ground-
water — not only during the life of the
mine but in the post-closure phase.
This warning from SRK Consulting (SA)
partner and principal hydrologist Peter
Shepherd comes as African countries
follow global trends in clamping down
ever more strictly on water pollution
from a range of sources. Mining is the
second largest industrial user of water,
using between seven and nine billion
cubic metres each year — the equivalent
of the combined water usage of Nigeria
and Malaysia.

"All over the world, water is becom-
ing the focus of attention, and Africa
is no different,” said Shepherd, who
has worked extensively on mine water
projects on the continent. "As the de-
mand for fresh water rises, communi-
ties and farmers are doing what they
can to secure adequate allocations. This
involves much greater activism regard-
ing allocations and pollution of water
resources, which is having an increas-
ing impact on mine water supply and
usage.”

As with other aspects of exploration
and mine development, public participa-
tion is becoming a key principle of inte-
grated water management —and is now
frequently a legislated part of the com-
pliance process. Indeed, such public
participation is increasingly recognized
as vital to business sustainability gen-
erally, and not limited just to the arena
of compliance. Much of SRK's work in
the mineral sector relates to a strategic
approach to stakeholder engagement as

a building block for sound community
relations.

According to a recent report by industry
analysts Frost & Sullivan, mining has be-
come one of the most dynamic markets
for water and wastewater treatment.
The report predicts that by 2016 the
industry's demand for watertreatment
equipment and services could be worth
$3,6 billion.

Shepherd said it was undeniable that
mining could adversely affect water
quantity and quality, and posed a sig-
nificant risk to Africa’'s water resources.
Consumers in this day and age require
more awareness of environmental and
sustainability issues from mining com-
panies, before accepting their products.
"Mining operations can substantially
alter the hydrological and topographical
characteristics of the mining areas, af-
fecting the surface runoff, soil moisture,
evapo-transpiration and groundwater
behaviour,” he said.

"The possible extent and complexity of
mining's impacts makes it vital to adopt
an integrated approach to mine water
management, indeed, many countries’
regulations now demanded such an ap-
proach as shortages of clean water are
experienced and the true cost of water
becomes apparent.”

Integrated water management includes
resource-directed measures, which aim
to protect and manage the receiving
environment, and source- directed mea-
sures, which aim to control the impacts
at source through pollution prevention,
water reuse and water treatment mech-
anisms. “Disregard for integrated water
management issues in mining devel-
opment will ultimately lead to unsus-

tainability in the sector, as damage to
water resources is arguably the worst
environmental consequence of mining,”
said SRK (SA) partner and principal civil
engineer Kurt Uderstadt.

The costs of managing water for min-
ing purposes, such as pumping and
treatment costs, can also continue be-
yond the life of the mine if not properly
planned and implemented, said Ud-
erstadt — creating unforeseen and po-
tentially unmanageable financial risks.
“Planned management of key items
such as potable and non-potable water
supply, groundwater supply, surface
drainage and groundwater ingress can
reduce a mine's developmental costs,
improve regulatory compliance, avoid
litigation and provide sustainable mine
closure,” he said. “Often, minor changes
in the mine development plan result in
large improvements in integrated water
management.”

An integrated strategy must take into
account the various catchment man-
agement strategies and other initiatives
that are in place on a macro scale such
as the reconciliation studies that have
been prepared for the various catch-
ments within the country, said Shep-
herd.

Based on the principle of integrated
mine water management, regulations
may also require that attention be paid
to ‘cumulative impacts’ in the planning
and developing of a mine, said Shep-
herd. “Each of the elements of a min-
ing operation needs to be considered
for its potential impact — such as the
shafts or pits, the waste dumps, the
tailings disposal facilities, metallurgical
plants, haul road and residential areas,”

he said. “But the law also requires that
the mine assess the cumulative impact
of all these factors together.”

In addition, in a country like South
Africa, where authorities demand an
integrated approach to water man-
agement, regional impacts need to be
investigated before a mine can be con-
sidered compliant. The regional aspect
emerges because mines are often ge-
ographically concentrated, especially
when extracting from the same ore-
body. “This invariably leads to hydrolog-
ical interconnections between neigh-
bouring mines, affecting surface water
and groundwater,” said Shepherd. “The
result is that each mine's activities will
have consequences for the others, so
these regional interactions need to be
defined in every mine's water manage-
ment plan.”

“There is also an emphasis on the
use of suitably qualified persons,” said
Shepherd. “Many of the aspects of in-
tegrated water management require
hydrological, geohydrological and geo-
chemical modeling or specialized tech-
nical design work." According to Shep-
herd, the most important aspects for
mines to address in terms of best prac-
tice guidelines for water management
were the prevention of pollution, the
minimisation of impacts, and the man-
agement of the discharge of waste wa-
ter. “Minimising impacts involves using
as little of the local water resources as
possible, re-using and reclaiming what
you do use, and treating water wher
ever necessary,” said Shepherd.

He emphasised the importance of
planning from the earliest stages of a
project, to reduce risk and costs later
in the life-of-mine. “Pollution prevention
strategies can be effectively planned,
developed and implemented in the
exploration, operational and closure
phases of the mining operation,” he
said. “This reduces the management
and financial burden associated with
remediation during the operational and
especially closure phases.”

“Climate change will also affect mine
water management, as changing rainfall
patterns will make certain areas drier
and others wetter," said SRK associate
partner and principal scientist Manda

Hinsch. “This will impact on the opera-
tions of slimes dams and other pollution
control strategies, and calls for more
attention to be paid to disaster manage-
ment.”

The sector has made considerable
progress in recent decades in address-
ing many of the water challenges en-
countered on mine sites, among which
have been advances in water saving
strategies through thickened tailings.
“The advantages of thickened tailings
have been numerous,” Shepherd said.
“There is reduced water reticulation, a
smaller pool on top of the tailings stor
age facility, and less danger of infiltra-
tion or seepage; there is also potential
for co-disposal of tailings and waste
rock.” He said that general ‘housekeep-
ing" and operating practices have also
improved, steadily raising the bar for
water management standards over re-
cent decades.

“When working with clients, we recom-
mend and help implement a range of
solutions that supports both compliance
and longer term sustainability,’ said
Shepherd. “For instance, it is important
for mines to avoid cross-contamination
of materials and chemicals by keeping
the work area clean and organized. They
need to segregate their waste streams
based on each stream'’s level of contam-
ination, which means careful considera-
tion of piping and storage facilities.
"Proper safeguards need to be installed
— such as bunded areas, diversion
berms and concrete paving — alongside
the implementation of better cleanup
practices like washing and sweeping.
We encourage clients to consider the
general layout of the site and process
plant, as well as the placement of their
facilities. Finally, it is vital they have a
good understanding of the plant and
water circuits.”

Protection of groundwater resources
is a particular concern in waterscarce
environments, as any impact by mining
could negatively affect other users. Spe-
cific requirements apply to the manage-
ment or rehabilitation of groundwater,
according to Shepherd.

"It is important firstly to understand the
geological, geochemical and hydroge-
ological environment,” he said. “Once

the source has been conceptualized,
then the potential risks to human health
and the environment can be identified,
followed by the assessment of an ap-
propriate  management strategy. In
cases where contamination may have
occurred, we need to understand the
history and pollutants before any reha-
bilitation options can be considered.”

Shepherd listed some of the most im-
portant aspects considered in the sector
to address mine water management.

e impact prediction

e stormwater management

® waste and sewage treatment

® water and salt balances

® water monitoring systems

® management measures

* water management for mine closure

Some of the main impacts to be pre-
dicted and avoided would be dewater
ing, mine inflows and contamination, he
said.

“The problem of dewatering can occur
when mining activity leads to ground-
water resources drying up, affecting
springs, boreholes and baseflow to
rivers,” said Shepherd. “Mine inflows
take place when groundwater flows into
mine workings, causing slope instability
and other problems with mining. Con-
tamination is essentially any reduction
in the quality of groundwater, and can
be caused by various mining and related
activities.”

He cautioned the mining sector not to
be complacent about its water manage-
ment strategies, especially as this vital
resource becomes more scarce and
costly. “Remember that public senti-
ment will always trump mining compa-
nies when it comes to competition for
water, even if the mining companies
are compliant with the letter of the law,”
said Shepherd.

South Africa’s National Water Act describes
Integrated Water Resource Management
(IWRM) as comprising all aspects of the wa-
ter resource, including water quality, water
quantity and the aquatic ecosystem quality.
The IWRM approach provides for both re-
source-directed and source-directed mea-
sures.
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South Africa

South Africa has long been the
‘ African continent’s dominant political
and economic power, although in
recent years its rate of growth has
‘ not kept pace with some of its
continental peers (despite its
membership of the BRICS). Nonetheless, it maintains an
edge. Its mineral industry is one of the strongest in the
world: it is the top or one of the top global producers of
platinum, vermiculite, chromium, palladium, zirconium,
vanadium, rutile, ilmenite, manganese, and gold, along with
production of many others.

GDP GROWTH (%)
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Population: 52,981,991 (July 2014 est.)

Land Area: 1,219,090 sq km

Official Language(s): IsiZulu, IsiXhosa, Afrikaans,
Sepedi, English, Setswana, Sesotho, Xitsonga, siSwati,
Tshivenda, isiNdebele

Capital: Pretoria

Chief of State: President Jacob Zuma

Head of Government: President Jacob Zuma
GDP (PPP): $595.7 billion (2013 est.)

Growth Rate: 2.0% (2013 est.)

GDP per Capita: $11,500 (2013 est.)

Economic Sector Breakdown: agriculture: 2.6%,

industry: 29.0%, services: 68.4% (2013 est.)
Exports: $91.05 billion (2013 est.): gold, diamonds, platinum,
other metals and minerals, machinery and equipment.
Imorts: $99.55 billion (2013 est.): machinery and equipment,
chemicals, petroleum products, scientific instruments, foodstuffs.
Major Trade Partners: China, Germany, United States, Japan, Saudi
Arabia, India

SOURCE: WORLD BANK, EIU ® BYYEAR 5-YEAR AVERAGE
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Mbeki is reelected with 70% Mbeki resigns as president
of the vote, and the ANC wins  due to accusations of political
279 seats in the National interference. Motlanthe
Assembly (out of 400). becomes caretaker president,

Jacob Zuma of the ANC South Africa becomes the fifth
replaces Mbeki as the ANC's  member of the BRICS. South Africa
candidate and wins 66% of hosts the 2010 FIFA World Cup, the
the vote to become president. first time it is hosted in Africa

A number of labour General election scheduled for
disputes and strikes affect April-July. Although the ANC is
a number of sectors, expected to win, they face
including mining. growing competition
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2013 9.6%

These values do not include artisanal mining but do include petroleum
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MINE PRODUCTION
SOURCE: BRITISH GEOLOGICAL SURVEY
as of 2012

in mt unless otherwise stated
Aluminium 665,000
Antinomy 3,044
Bentonite 120,566
Attapulgite 15,850
Chromium 11,310,223
Coal (anthracite) 3,005,136
Coal (bituminous) 255,570,657
Cobalt 1,102
Copper 81,000
Diamond** 7,245,403
Feldspar 94,458
Fluorspar 240,000
Gold*** 154,178
Gypsum 558,242
Iron Ore 67,100,474
Pig Iron 6,421,000
Chrome 3,000,000
Kaolin 20,499
Silico-Manganese 346,000
Manganese 654,000
Ferro-Silicon 133,000
Nickel 45,945
Vanadium 16,000
Silicon Metal 47000
Platinum*** 128,590
Paladium*** 74,738
PGM (other)**** 51,010
Salt 399,135
Magnesite 80,000
Silver*** 67304
Talc 8,857
Pyrophyllite 5,000
Pyrites 330,000
Lead 52,489
Uranium 551
Crude Steel 7.119,000
Vermiculite 132,886
Zinc 37034

**in carats ***in kilograms

***¥in kilograms, excluding platinum and palladium
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Roger Baxter

Chief Operating Officer
Chamber of Mines, South Africa

Despite the global economic slowdown,
low commodity prices coupled with in-
dustrial action in the mining sector, the
industry remains a key pillar of the na-
tional economy. What contributions and
what improvements can you highlight
that have we seen over the past year?
Despite the fact that certain components
of South Africa’s mining sector are highly
exposed to the European economy, the
sector still contributes significantly to the
development of the country. In 2013 the
mining sector was responsible for about
eight percent of the gross domestic prod-
uct on a nominal basis and a multiplier
effect about 18.7 percent. The industry
employed more than 510 000 people and
more than 20 billion rand in taxes were
paid. About 20 percent of private invest-
ment in the economy was made by the
mining sector and in addition about half of
the total merchandise exports are still de-
rived from this important industry.

One of the most significant achievements
that we have seen in the past 20 years in
the mining industry is the progress in re-
ducing the fatality rate. We still had 93 fa-
talities in the industry, however this is an
85 percent improvement in the last two
decades. We are operating the deepest
mines in the world with depths of up to
3.9 km and we have made huge progress
in addressing some of the fundamental is-
sues around fall of ground for instance. We
want every mineworker to go home safe
every day.

If we look at the other broader challenges
that the industry has faced, a degree of
labor unrest was a big point in 2012 with
the Marikana tragedy, which tainted South
Africa’s investment reputation. However,
there has been a lot of work that has gone
into addressing the social wage issues,
which led to those strikes. In 2014, we

did have a significant platinum strike that
lasted more than five months which is un-
precedented in South Africa’s mining sec-
tor, but the strike was done within the legal
frameworks and there were a number of
different interventions to resolve the strike
and ultimately it was resolved. When the
platinum sector was standing still it had a
massive material impact on a large number
of other sectors in the economy, which in a
negative way reinforced the role that min-
ing does play.

The African National Congress rejects
nationalization as a principle; however,
investor perceptions remain uncertain.
What improvements can we investors
expect moving forward?

In 2014 there was a lot of work done to
improve the regulatory framework for the
South African mining sector. The amend-
ment bill for the Mineral and Petroleum
Resource Development Act (MPRDA) has
gone through parliament and we have
been involved in an extensive process of
engagement with government to amend
the principle legislation developed in 2002.
We have resolved the nine substantive is-
sues that we had concern over and the bill
is currently waiting for the signature of the
President. Further work is also being done
to streamline the environmental licensing
process to a single channel process.

South African’s mining legislation is con-
gruent with global best practices. We have
a well-entrenched principle between busi-
ness and government on key issues of
legislations and a lot of other countries do
not have those in place. For example, if you
look at the way in which companies are
regulated in South Africa; South Africa’s
auditing and reporting standards as well as
the quality of our stock market regulation
are ranked number one in the world, num-

INTERVIEW WITH

ber ten for investor protection, and num-
ber two for the efficacy of our corporate
boards according to The World Economic
Forum's (WEF) Global Competitiveness
Report 2013-2014.

Both at the regulatory and policy level,
we have focused on removing the uncer
tainties related to nationalization and the
introduction of the resource rental tax as
well as other factors that are concerning
investors. On the tax side, we have a tax
review process looking at how the tax
system is enabling the mining system to
contribute to the national development
plan’s objectives. We have provided sub-
stantial input to the tax committee process
of what we think is a global competitive
tax regime for the mining sector. We have
focused on how to encourage exploration
and deal with social issues such as migrant
labor and housing issues.

What is being done from the public and
private sector to address infrastructure
constraints in South Africa?

We are clearly in a difficult position with
China’s slowdown, but the South African
mining industry is a resilient industry, there
is a lot of work going on at the moment
and forward thinking of what we need to
do to fix these constraints that are holding
back the potential of the sector.

These include what we need to do at a
regulatory level as well as infrastructure
constraints. We have implemented project
Phakisa, a results-driven approach, involv-
ing setting clear plans and targets, ongoing
monitoring of progress in other sectors
such as the oil and gas industry. This con-
cept was borrowed from the Malaysian
government, for stakeholders to collabo-
rate in detailed problem analysis and pri-
ority setting. We are looking to apply this
process to the mining industry next year. ®
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South Africa's mining industry finished the year with uncertainty, as companies
faced lower commodity prices, higher labor costs, and a tarnished reputation from
five-month strikes coupled with the lack of a reliable supply of electricity. Although
the American economy is showing some signs of recovery, South Africa’s major
trading partners, including China and Europe, are still slowing down.

Despite some progress on the regu-
latory framework, the Mineral and Pe-
troleum Resources Development Bill
(MPRDA) is still waiting for President
Zuma's final signature. According to
Roger Baxter, Chief Operating Officer,
Chamber of Mines South Africa, “"We
have resolved the nine substantive is-
sues that we had concerns over...further
work is also being done to streamline
the environmental licensing process to
a single channel process.” He empha-
sizes: "Both at the regulatory and policy
level, we have focused on removing the
uncertainties related to nationalization
and the introduction of the resource
rental tax as well as other factors that
concern investors.”

Within the MPRDA lies the mining char
ter, also known as the Broad Based So-
cio Economic Empowerment Charter
for the South African Industry, which
was designed by the government to ef-
fect sustainable growth and meaningful
transformation in the mining industry
through specific targets. The mining
charter stipulates that all mining compa-
nies should fulfill the 26 percent of to-
tal equity empowerment quota through

shares or units of production by the
end of 2014. A national audit of mining
companies will bring to a close a 10 year
process of empowerment in the mining
sector in which firms are required to
meet these social and labor as well as
equity demands of the mining charter
among others. All eyes will be on the re-
cently appointed Minister of Mineral Re-
sources, Adv. Ngoako Ramatlhodi, who
is expected to make the audit reports of
companies public this year and the back-
lash that could result should companies
fail to comply.

According to industry officials, the social
realms of the sector are not the only
aspects that are outdated. “There is no
future without modernizing the sector;
we are still 30 years behind our oper
ating structures. We have to improve
production and deliver on expectation,
and above all keep the relationships in
balance,” explains Mark Cutifani, Chief
Executive Officer at Anglo American.
South Africa's mining sector took an-
other hit in 2014, after facing labor un-
rest at Marikina in 2012. The industry
lost R24 billion in revenue and more
than R10 billion in employee wages in

the platinum strike led by The Associa-
tion of Mineworkers and Construction
Union (Amcu) over wages. “There has
been a lot of work that has gone into
addressing the social wage issues that
led to those strikes. In 2014, we did
have a significant platinum strike that
lasted more than five months, which is
unprecedented in South Africa’s mining
sector, but the strike was done within
the legal frameworks and there were
a number of different interventions to
resolve the strike and ultimately it was
resolved. When the platinum sector was
standing still it had a massive material
impact on a large number of other sec-
tors in the economy, which in a negative
way reinforced the role that mining does
play,” reminds Baxter.

Addressing one of the major risks in the
industry that led to the industrial action
Roger Dixon, Chairman and corporate
consultant, SRK Consulting empha-
sizes: "All stakeholders need to put the
migrant labor system on the table. This
is a fundamental issue in the mining in-
dustry and until we can tackle this issue
we can not move forward.”

Although South Africa's historic single

sex hostile system has been taken out of the mining char
ter, “we still maintain the fly in fly out principle except
with longer periods. Mining companies need to demon-
strate a sustainable model of spreading benefits fairly to
all role-players and establish their social license to oper
ate...governments and private sector need to address the
practicalities of inclusive development in mining areas.
The family needs to be there, the children must go to the
local schooling system and access the local health sys-
tem,” explains Roger Dixon. SRK was recently awarded
two awards for their involvement in the Alchemy, Anglo
Platinum project, the R3.5 billion social development
framework for shared ownership. “This talks volumes
about the importance of stakeholder engagements and
SRK has the technical expertise and vast experience in
this area,” concludes Dixon.

Companies now are faced with the ultimate challenge
of satisfying all key stakeholders. “We have three core
constituencies, shareholders who are becoming more
demanding, employees who want to be paid more and
communities we work in,” explains Cutifani. This will be
a difficult balance to strike. South Africa will likely expect
restructuring across the commodities, as companies
look to cut costs and reduce labor expenses despite the
unions’ warnings to do otherwise. Fears of further strikes
in the gold and coal sectors remain, as wage negotiations
are expected in the second quarter of the year.

Amidst these cost cutting pressures, the service sector
has had to adapt to the changing needs. Fox Projects, a
centurion based EPCM implements a hybrid model for
employment. “For most of our projects we form project
teams comprised of owners team people as well as our
people, historically clients didn't do this, but due to cost
pressure we devised this way of working and tested with
a few clients and based on this approach other opportu-
nities opened up...during mining recessions our model is
favored more than other contracting models,” says Mike
Fox-Martin, Founding Member.

Danie Van Wyk Jnr., senior technical manager at J.A.
Engineering, a local manufacturer and supplier of spe-
cialized gear boxes in the coal mining industry, provides
alternative cost effective solutions: “we listen to what
our customers need by partnering with them to see how
we can reduce costs in a tough economy by improving
quality and training on product use. Our main focus has
been on the supply of new and repair gearboxes as an
alternative to OEM equipment. Our strategy for reverse
engineering is not to copy and paste but to re-engineer
and deliver a superior product to the market.”

With neighboring mining jurisdictions showing impres-
sive growth, albeit from a lower base, the South African
government and industry will have to work together to
overcome these challenges and see the sector on its
way toward a better growth trajectory. For the moment
the situation for South Africa seems less rosy than for
much of the rest of sub-Saharan Africa where mining
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Genet South Africa Group is a diversified mineral resource,
mining service provision and construction material supply
entity, providing, through its operating companies, the
following services to the mining and construction industry:

Opencast mining

Design, manufacture and operation of both fixed and mobile
mineral processing plants

Exploration drilling
Civil construction
Drill and blast

' Materials handling
Laboratory services
Construction material

GENET SOUTH AFRICA
genet +27(0)13 5900858
: WWW.genet.za.com

policy is less developed and therefore,
for the moment, also less complex with
the possibility of higher returns. If the
World Bank is able to launch its pro-
posed $1 billion fund to thoroughly map
Africa’s mineral resources it will also do
a lot to attract investment into the min-
ing sectors of countries where a lack of
adequate data has been debilitating to
investment thus far. As companies look
north, South Africa's Industrial Develop-
ment Corporation (IDC) can help allevi-
ate some of the risk. “The state-owned
Export Credit Insurance Corporation
provides a scheme that allows South
African companies to invest in the rest
of the continent particularly in countries
where there are political and commer
cial risks. This is one scheme that the
IDC can access to get preferential rates
and pass those onto the project,” said
Mbuyazwe Magagula, SBU Head, Min-
ing and Minerals Beneficiation SBU.

Now more that ever both producers
and service companies are looking to
diversify and spread their risk away from
South Africa. "BMG has decided to ex
pand our business into certain African
countries with a fully-fledged BMG joint
venture operation as opposed to simply
distribution. Fifteen years ago 50 per
cent of our business was mining, today
less than a third of our turnover is min-
ing and the strikes and political situation
have reinforced how key this was to di-
versify...as of 2014 we have our first ex-
ternal branch in Mwanza, Tanzania...our
plan is to do 30 percent of total sales
into Africa to shift total dependency
on our operations in South Africa and
SADEC and expand beyond our bor
ders,” explains lan King, Director African
Operations, Bearing Man Group (BMG).
Despite the rainbow nation's mineral en-
dowment, the current policy decisions,
according to Mark Cutifani, chief execu-
tive officer of Anglo American, will con-
tinue to stifle the growth and prosperity
of the sector: “we are ranked outside
the top 50 mining countries besides
having over a trillion US dollars worth of
reserves, and real values in terms of our
companies have declined by 30 percent.
To create a sustainable mining sector
we need to remove the uncertainty from
the highest level of government. South

Africa as a country needs to be credible
in the eyes of the investor, even if it is
not a policy that investors agree with,
the rules have to be clear and transpar
ent and the investor then has the choice
to operate in that environment or not.”
However, South Africa’s mining indus-
try still remains a key pillar to the devel-
opment of the national economy, con-
tributing about eight percent to GDPR
employing more than 510,000 people,
and bringing in more than R20 billion
in taxes. About 20 percent of private
investment in the economy was made
by the mining sector and roughly half of
the total merchandise exports are still
derived from this important industry.
At the end of 2014, South Africans ex-
perienced load shedding across the
country, and the mining sector warned
that a constrained system will place
further strain on the nation's energy
intensive users and could cripple some
of the mining companies and once
again adversely affect the growth of the
economy. “South Africa needs to focus
on improving infrastructure, rail and
power has to be available at the right
cost, ports accessible and upgraded.
Until South Africa can give investors

the confidence that we have the fun-
damentals it makes it very difficult for
people to invest,” explains Mzila Mthen-
jane, Executive Head, Strategy and Cor
porate Affairs, Exxaro.

According to Baxter, South Africa has
“made good progress on promoting
regulatory and policy certainty. We are
making strides on encouraging greater
labor market stability and peace and
the stakeholders are working together
to unblock infrastructure constraints.
We are encouraged by the steps that
we have made. We are engaging ex-
tensively with the new Minister, and
the progress is pointing in the right di-
rection. The private sector will have a
greater role to play.”

South Africa is at a critical turning point.
As we move forward in 2015, the way
in which government, industry and la-
bor deal with infrastructure constraints,
labor market stability, stakeholder en-
gagement, and regulatory and policy
certainty will, in essence, determine
South Africa's ability to regain its
stature and competitive edge in the
global mining area and enhance its im-
age as a preferred investment destina-
tion in the long-term. o

Ecsponent

Ecsponent Investment Holdings (EIH),
a division of Ecsponent Capital, is a fi-
nance institution providing interrelated
financial services, which include credit
and business support services to mostly
Small, Micro and Medium Enterprises
(SMMEs), Start-up businesses with
new contracts and any other companies
that has contracts that meet our criteria.
The most common use of our funding is
in the Purchase order or Vendor financ-
ing and invoice discounting space.

Ecsponent's proprietary process cre-
ates a more secured financing platform.
This platform helps us finance smaller
companies with limited balance sheets
to achieve explosive growth, without
worrying about financing constraints.
This helps the entrepreneur focus on
generating new business and develop-
ing their company, instead of worrying
how to finance the contracts or order
they have just secured. Ecsponent's
other edge is the speed of decision
making and the quick pay-outs on trans-
actions. We understand that our clients
do not have the luxury of time and qual-
ifying clients are usually financed within
a week of their application. The combi-
nation of our finance and our turnaround
times helps our clients deliver their
orders on time thereby making them a
more credible and a preferred partner to
their clients.

Borrowing clients are firmly positioned
at the centre of the EIH's operations.
The company has a client focused team,
combined with good financial solutions
and services that ensure a client-centric
approach. It targets entrepreneurs who
have generated their first sale or are
currently operating, but are in need of
credit lending or business assistance.
EIH does not just provide finance but
assists businesses to ensure they be-
come sustainable entities that can
continue to operate and grow in their
market.

ecsponent

Contact Ecsponent to learn how our
comprehensive vendor finance solutions can
help your business. 087 8080 100
info@ecsponent.com www.ecsponent.com
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After independence from the

British, Zambia was ruled by 18

years by the founding president.

Since 1991, however, it has

established a democratic system.

Economically, it has high and stable
growth and shows a long-term improvement in business
environment indicators. Zambia is one of the world's
largest producers of copper and cobalt and is a significant
global producer of gemstones. Potential also exists for
gold, iron ore, zinc, lead, manganese and nickel.

GDP GROWTH (%)

eeo MINING e POLITICS eee ECONOMY
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Population: 14,638,505 (July 2014 est)

Land Area: 752,618 sq km

Official Language(s): Bemba, Nyanja, Tonga, Chewa,
Lozi, Nsenga, Tumbuka, Lunda, English

Capital: Lusaka

Chief of State: President Guy Scott

Head of Government: President Guy Scott

GDP (PPP): $25.47 billion (2013 est)

Growth Rate: 6% (2013 est)

GDP per Capita: $1,800 (2013 est)

E: ic Sector Breakd : agriculture: 19.8%,
industry: 33.8%, services: 46.5% (2013 est)

Exports: $8.547 billion (2013): copper/cobalt, cobalt,
electricity; tobacco, flowers, cotton

Imports: $8.216 billion (2013): machinery, transportation
equipment, petroleum products, electricity, fertilizer,
foodstuffs, clothing

Major Trade Partners: South Africa, China, DRC, Kuwait

SOURCE: WORLD BANK, EIU ® BYYEAR © B-YEAR AVERAGE *projected
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Elections are boycotted by An attempted coup d'etat
the main opposition party, fails. 84 people, including
UNIPR, and Frederick Chiluba former president Kenneth
of the MMD is reelected.  Kaunda, are arrested

Levy Mwanawasa of the MMD wins
the presidential election. The MMD
lost parliamentary majority, but
regained it in byelections.

Mwanawasa is reelected
with 43% of the vote and

national assembly seats.

the MMD win 75 of the 159 suceeded by his vice

Mwanawasa died in a
Paris hospital and was

20 years of MMD rule come
to an end when Michael
Sata of the Patriotic Front

president Rupiah Banda. wins the 2011 elections.

MINING SECTOR CONTRIBUTIONTO GDP

SOURCE: AFRICAN ECONOMIC OUTLOOK

2008 3.9%
2013 2.2%

These values do not include artisanal mining. In 2012 the Minister of Mines
said the sector accounted for 9% to 10% of GDP, which he planned to double
to 20% by 2020.
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BUSINESS ENVIRONMENT RANKING

SOURCE: WORLD BANK, IFC, HERITAGE INSTITUTE, WEF

Name (out of)
2012 2013 2014

Doing Business Rank (189)

84 90 83
Index of Economic Freedom (177)

96 93 88
Global Competetiviness Report (148)

113 102 93

MINE PRODUCTION
SOURCE: BRITISH GEOLOGICAL SURVEY
as of 2011
in mt unless otherwise stated
Beryl 6
Cobalt 5,956
Copper 739,759
Gold** 3,493
Nickel 2,869

**¥in kilograms

FRASER INSTITUTE ANNUAL SURVEY

OF MINING COMPANIES

SOURCE: FRASER INSTITUTE
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Honorable Christopher

Minister of Mines, Energy and Water Development

Zambia

The DRC has taken over Zambia as
the number one copper producer in
Africa. What were the factors behind
this and do you think Zambia can
regain its long-standing prime posi-
tion?

Competition in any industry will drive
the business. The DRC surpassing Zam-
bia is a wake-up call for our government
and industry. Zambia must look at ways
of innovating in the industry and also
review the incentives that we offer to
make the climate more convincing and
attractive for investors. Competition
changes the way Zambia looks at the
mining business, production and new
technologies. Innovation includes bring-
ing in more automated equipment and
mechanization on the open pits, while
also increasing the production and life
span of the mines. While we want to
make sure that we do not lose labor,
with mechanization we can produce
more. New mines are also being set up,
which will definitely increase production
in Zambia.

You mentioned creating a right policy
environment for the miners. In 2014
the Sl 55 has been revoked after less
than a year of its implementation.
What message does that send to in-
vestors and what do you want to tell
them with regards to stability?

The government listens to its investors.
If something is not working well, we
are not going to keep it just because it
works for us. It should also work well
for the investors. Currently, we are also
reviewing the Mining Act. This is how
we reach out to the industry. What was
contained in our policy launched in 2013
is still eminent in the Act. We are trying
to give as much opportunity to the in-

|52

dustry to discuss problems where they
still do not feel comfortable. We must,
however, ensure that Zambians also
have the opportunity to participate in
the mining industry. At the same time,
we want to ensure that the investors
are still growing their investment and
their returns. Our foreign exchange pol-
icy will remain very liberal.

Zambia has been looking at diversi-
fying the mining industry for some
time now. Have you seen an uptake
in exploration for minerals other than
copper in Zambia?

Yes, there are explorers coming in for
iron and gold is also taking ship. Gold
has not yet gone into large-scale min-
ing, but there is a spread. There is a
refinery coming up, where byproducts
are being produced from the mining as
well. lllegal mining for gold is a prob-
lem and are trying to put up boundaries
through the investors. \We will normalize
the licenses where we know that there
is illegal mining activity so that people
can invest and the Zambian economy
can get full benefit out of its minerals.
Two of the biggest challenges the
mining industry in Zambia faces was
the infrastructure, that being the
roads and energy. In the Copperbelt
road development is visible, but what
is happening on the energy front?
On the energy front, we have done
sufficiently. At the Kariba North hydro
plant extension we have commissioned
a 280-megawatts (MW) unit In Decem-
ber 2013 and in February 2014 we com-
missioned another 80 MW unit, which
makes it a total of 360 MW in a year's
time. Currently on the Itezhi Tezhi hy-
droelectric project we will add 120 MW,
the first 60 MW by August 2014 and

the other 60 MW by the end of 2014.
The 750-MW Kafue Gorge Lower hy-
dropower project is due to start produc-
ing electricity by 2018 or 2019. We are
aggressively trying to go into renewable
energies. In the next two years solar
might add close to about 800 MW. We
are also trying to tap into wind energy.
At the end we want to be the net ex-
porter of energy. The biggest target to
achieve for 2014 is to once again be
the number one producer of copper in
Africa.

Do you have a final message for in-
vestors looking at Zambia?

Zambia is very flexible in terms of our
policies. We interact. We welcome the
inputs from the industry to make the
mining industry in Zambia more com-
fortable for the investor. It is an envi-
ronment of discussion, which will lead
to further investments. Our economy
depends on investment, thus we must
make the policies more favorable than
in other places. From a government
point of view, we try to alleviate taxes.
Zambia is very investment-orientated
and listens and learns from inputs from
the industry. There is also continuity in
production in Zambia. The government
and policies are in place to ensure that
we are doing the best for the people
of Zambia. It does not mean that if the
mining sector is doing well that the
population is doing badly. They can and
must do well together. ®
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Zambia
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On 24 October 2014, all eyes were on Zambia as the country lost its fifth president,
Micheal Chilufya Sata. Over the last few years, Zambia has been heralded as

one of Southern Africa’s most politically stable countries. With the presidential
by-elections in January and questionable tax proposals for the mining sector in
2015, the investment community is eager to see if Zambia can uphold its hard-
earned reputation as a beacon of stability in Southern Africa. In 2013 Zambia
achieved stable growth at 6.5%, a rate that was lower than predicted due to a poor
agriculture harvest. Mining remains the backbone of the country’s economy, and
while the sector has performed as well as can be expected, it is not without its

challenges.

History

Zambia has a rich mining history. In-
dustrial mining dates back to the 1930s
with the discovery of the world-class
Copperbelt, found in the Lufilian Arc
that it shares with the southern DRC.
The globally constraining financial
repercussions of World War Il and fur
ther difficulties of raising capital meant
that this sector, although promising,
remained fairly unexploited. However,
despite its hesitant start, the sector
flourished during the colonial era, at
the end of which in 1964, the country
was boasting copper production levels
upwards of 600,000 metric tons (mt)
annually.

When Zambia gained independence
in 1964, the country under its newly
elected president Kenneth Kaunda
was poised to become a role model
for Africa’s developing economies. The
rapid development of the mining indus-
try and high copper prices were central
to plans for economic growth and in-
creasing the welfare of the country and
its people. Strong global copper prices
in the late 1960s and in early 1970s bol-

stered these goals, and Zambia trans-
formed from a rural economy to one of
industrial development and urbaniza-
tion. By 1969, Zambia was classified
as a middle-income country with one
of the highest GDPs in Africa and its
economy rivaled Malaysia, Turkey, and
South Korea, and was double the size
of Egypt. Its copper production reached
an all-time high of 740,000 mt, with the
sector employing over 48,000 people.

However, in 1969, president Kaunda
announced the nationalization of Zam-
bia's copper mines in an attempt to
redistribute wealth. All rights of mining
and prospecting as well as all rights of
ownership of minerals were reverted to
the state. Questionable economic re-
form through privatization and the col-
lapse of the copper price after the first
oil crisis meant that by 1974 Zambia's
copper mines were experiencing poor
profitability and the country incurred
substantial debt to maintain social pro-
vision. The country's economic decline
continued after the second oil crisis in
1979, as interest rates skyrocketed and
the country plunged headlong into a
severe economic depression. Over the

next two decades, Zambia’'s per capita
income shrunk by 50%. No new mines
were opened after 1973, and produc-
tion levels were driven down to just
over 250,000 mt by 2000. The contribu-
tion of the mining sector the country’s
GDP had fallen from almost 33% in
1973 to below 8% in 2003.

Recognizing that a shift in mining policy
could have been a contributing factor
in the country's economic demise, the
Zambian government announced that it
intended to sell 49% of its stake in all
parastatals in the early 1990s and the
process of privatization commenced in
1996 after a few failed attempts. After
privatization, the sector has showed
sustained recovery up until today.
According to the Zambian Chamber
of Mines, copper production in 2013
reached 760,000 mt, exceeding its
previous annual high of 740,000 mt in
1969, with 2014 production estimated
to be near 800,000 mt. Since 2000, the
mining industry has seen combined in-
vestment totaling over $10 billion. The
World Bank currently classifies Zambia
as a low-middle income country based
on its GNI per capita, but 60% of the
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MINISTRY OF MINES, ENERGY
AND WATER DEVELOPMENT

Invest in Zambia
Invest in the Future

Mining is the backbone of Zambia. With vast mineral
wealth and a strong focus on infrastructure, Zambia
remains a great place to invest.

As the world's 7th largest copper producer, Zambia generates
4.5% of the world’s high-grade copper annually. With
expansions and new projects, Zambia is on track to becoming
the world’s 5th largest copper producer.

Zambia produces 25% of the world’s highest quality emeralds
and is home to the world’s largest emerald mine.

Zambia's central location makes it a great distribution hub for
the region.

The Ministry of Mines Energy and Water Development invites
investors to the country. The Zambian Development Agency is
here to promote and facilitate investment in the country.

MINISTRY OF MINES, ENERGY ZAMBIA ENVIRONMENTAL
AND WATER DEVELOPMENT (MMEWD) MANAGEMENT AGEMNCY (ZEMA)
PO. Box 31969, Lusaka PO Box 51254, Lusaka

Tel: +260 211 23 5329/ +260 211 23 5327  260-211-254130 / 260-211-254023
+260-211-235306 / 260-211-237307  260-211-254059 / 260-211-254164

Fax: +260 21 23 0468 IemMa@zema.org.zm

ZAMEBIA DEVELOPMENT AGENCY (ZDA) CHAMBER OF MINES IN ZAMBIA
PO Box 30819, Lusaka PO. Box 260566, Kalulushi
260-211-220177 260-211-225270 260-212-730743 / 260-212-730302

zdat@zda.ong.zm cmz@Ezamnet.zm




TODAY AND TOMORROW

We've proudly served the mining industry in Zambia for decades, and we're underpinning our
continued commitment by investing in a new state-of-the-art head office in Kitwe. You'll enjoy better
access to industry-leading products and services at your doorstep.

The new facility will improve our reach across Central Africa and enable improved support for your
operations in Zambia and neighboring countries.

Sandvik Mining and Construction Zambia Ltd

Plot 5030

Mutentemuko Road, Industrial Area

Kitwe
Tel: +260 212 241000

MINING.SANDVIK.COM

+260 966 990004

population still lives below the poverty
line.

Institutional and Regulatory Framework
In Africa, political instability and cor
ruption remain deterrents for foreign
investment. In 2014, Zambia ranked
107 out of 189 countries in terms of the
ease of doing business according to the
World Bank, compared to last year’s
ranking of 94. This ranking is relatively
strong compared to the average rank-
ing of 140 for sub-Saharan African, and
places Zambia just behind South Africa,
Botswana, and Namibia.

The Zambian Development Agency
(ZDA) was established in 2006 to pro-
mote and facilitate investment in the
country. It aims to streamline business
registration and licensing which takes
on average 17 days. In addition to the
establishment of the ZDA, the Private
Sector Reform Program from 2009 to
2014 has been another attempt by the
Zambian government to enhance the
business environment by improving
access to financial services, infrastruc-
ture, regional and international markets,
transparent regulation and open public
private sector dialogue.

In 2013, the big story on the regulatory
front was the introduction of Statutory
Instrument 55 (SI55), which aimed to
promote transparency of foreign cash
flow and added substantial administra-
tion costs to operations. In 2013 and
early 2014, mining companies created
such a stir that the government re-
voked SI55, which pleased the sector.
Andy Ndululbila, marketing manager of
Atlas Copco Zambia said, "It is easy to
do business in Zambia especially after
some of the Sl's that produced some
problems have been revoked. The gov-
ernment is ready to listen and to talk to
anybody.”

According to players on the ground,
the revocation of Sl 55 lends a vote of
confidence to the Zambian government

and their ability to adapt to the invest-
ment environment. “The ministry of
finance, central bank and the Zambian
revenue authority learnt a lot around
Zambia's trade flows and the Sl's were
very useful in terms of Zambia now
having a far clearer and more scientific
idea as to where the country earns its
revenue. S| b5 allowed for audit trails to
be put in place around the flows so that
people who were avoiding payment of
taxes and royalties are now being held
to account. The Sl's where honorable in
their intent and | think that they have
achieved a significant outcome. The
revocation of the Sl's demonstrated
governments’ ability to change as re-
quired,” said Paul C Richards, head of
corporate and investment banking at
Stanbic Zambia.

However, after the 2014 budget speech,
mining companies were subjected to
the unwelcome news of tax hikes for
both open-pit and underground opera-
tions. While many mines are threating
to scale back operations or go into care
and maintenance due to economic un-
viability, it remains to be seen if their
voices will be heard as loudly as they
were in 2013 with the introduction of
SI55.

The current mining regime in Zambia
is a royalty-tax system that is found in
many mining sectors across the world
including neighboring DRC, Botswana
and South Africa. With this approach
the government charges a royalty and
then imposes the general tax regime.
This includes a Pay-As-You-Earn tax
of 26% to 35% and a standard value
added tax (VAT) of 16%. Corporate in-
come tax is at 35% with an incentive of
a rate of 30% for companies listed on
the Lusaka Stock Exchange and foreign

companies are taxed only on profits de-
rived from Zambian sources.

In 2013 there was some unhappiness
from mining companies when the rate
of mineral royalties was increased from
3% to 6%. However, mining compa-
nies’ woes were far from over as this
year, the minister of finance, Alexander
Chikwanda announced that this rate
would increase to 8% in 2015 for un-
derground mining operations.

Zambia's largest mining investor, First
Quantum Minerals has made it clear
that these terms will be detrimental
to both their open-pit and underground
mining operations, will lead to a decline
in new job creation and fewer opportu-
nities for wealth creation for Zambian
citizens. Barrick Gold Corp. has stated
that these taxes seriously threaten
the economic viability of its Lumwana
mine as at current copper prices, the
proposed royalty would double the tax
burden on Lumwana. ECMining, a fam-
ily-operated manufacturer and service
provider to the mining industry has ex-
perienced steady growth since it was
created in 1992. The supplier of electric
motors and drill rigs for First Quantum,
has also suffered with the situation.
"ECM also experienced some chal-
lenges with the new government and
the changes in regulatory processes re-
garding the taxation of copper exports.
This is affecting the mines in terms of
VAT returns,” said lain Anderson-Slight,
Director, ECMining. One of the main
criticisms against this proposal is that it
taxes companies on gross revenue and
not the bottom line, which means that
it does not take operations costs into
account, which have risen substantially
over the last year.

Apart from the direct economic impact
that the tax changes will have on the
mining houses, the more important
consequence may be an indication of
an unstable policy environment. “What
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investors look for in a jurisdiction is the
predictability and stability of the fiscal
regime or tax jurisdiction that they are
operating in. Once we understand that,
one can look for predictability and sta-
bility in that tax regime. We need the
tax regime to be consistent.” Who said
this? The new guideline also proposes
to impose a 30% corporate processing
and smelting tax and open-cast mining
will also be subjected to a 20% mineral
royalty tax. Government is adamant
that it will follow a consultation process
before the changes are implemented.
It remains to be seen if a solution can
be found that will protect the economic
viability of the current mines and attract
further investment.

Licenses
There are three types of licenses

available for large-scale operators and
three similar licenses for smallerscale

operators. For large-scale operators,
a prospecting license gives the holder
the right to prospect for any size of area
for a two-year period and is renewable.
A retention license allows the holder
to retain an area over which feasibil-
ity studies have been completed, but
where development of the deposit is
not possible due to market conditions.
This license is subject to the Minister’s
agreement. Finally, a large-sale min-
ing license offers the holder exclusive
rights to carry out mining operations
and other incidental activities for a
maximum of 25 years. Applications for
these licenses need be accompanied
by the environmental protection plans
and employment and training proposals
for Zambian citizens.

These licenses are similar for smaller
operators. Prospecting permits for
small-scale miners relate to areas of
10 square kilometers (km). Small-scale
mining licenses are valid for ten years
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and renewable and relate to areas
smaller than 400 hectares (ha). Non-re-
newable artisans’ mining rights are
given to locals for an area smaller than
5 ha and are valid for two years. Lastly,
the gemstone license gives the holder
rights to mining operations to an area
smaller than 400 ha and is limited to ten
years.

Zambia’s Mineral Wealth

Zambia’'s vast mineral wealth is glob-
ally recognized. While it is currently
the world’'s seventh largest copper
producer behind Chile, China, Peru, the
United States, Australia and Russia, the
country is poised to rank amongst the
top five copperproducing jurisdictions
in the near future as expansions plans
for key mines and new developments
in Solwezi near completion. However,
Zambia's mineral wealth does not end
solely with copper. The country hosts

HEAVY EQUIPMENT DIVISION

DELIVERING NEW FRONTIERS

ELECTRICAL DIVISION

PUMP DIVISION

a0 e g
ECMining Limited
Plot 5293/5294, Tanganyika Road
Heavy Industrial Area
P.O. Box 23357, Kitwe, Zambia
Tel: +260 212 210 642
Fax: +260 212 210 645
sales@ecmining.com
www.ecmining.com
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a wide range of other mineral reserves
such as gold, lead and zinc and gem-
stones.

Copper and Cobalt

Zambia is widely recognized as the
largest copper producer in Africa in
2013. Earlier in 2014 it was reported
that the Democratic Republic of Congo,
which shares the rich Archean belt with
Zambia, had overtaken the country as
the number one copper producer in
Africa, but this is yet to be confirmed.
Zambia is responsible for approximately
4.5% of global copper production an-
nually. Another key feature of Zambia's
copper deposits is that it yields an ex-
ceptionally high grade of 2% to 3%,
compared to the global average yield
of around 0.8%. An estimated one bil-
lion mt of copper ore has already been
mined in Zambia, with a further two bil-
lion mt of reserves that are yet to be
exploited.

With expansion plans at leading mines
such as First Quantum’s Kansanshi
mine and new mines such as the Sen-
tinel project in the Solwezi region that
started production in Q3 2014, Zambia
is on track to delivering on the projected
1,2 million mt of copper annually. John
Gladston, in charge of Zambia Govern-
ment Affairs for First Quantum Miner
als explained the production plans for
its copper mines: “By the end of 2014
FQM is going to have two world-class
producing mines. | have confidence that
the increased production that we will
see out of Sentinel and the expansion
of Kansanshi will get Zambia back into
the number one position. First Quan-
tum would like to produce copper at a
rate of 300,000 mt/y at Sentinel. Sen-
tinel mine has a billion tons of copper at
a grade 0.5%, while Kansanshi has 860
million tons with an oxide component,
which typically vyields better grades
than pure sulfides. With a relatively
low-grade ore body at Sentinel we will
need to mill around 60 million mt/y of
very hard ore. When Kansanshi started,
it was designed for about 110,000mt/y
copper and is now producing 260,000
mt/y. At the current expansion rate, pro-
duction will raise will to about 400,000

mt/y. Sentinel will be an even bigger
grassroots project and if more material
is found, there is always the prospect
of adding a third train to take it above
400,000 mt/y.”

As the backbone of the mining industry,
other prominent copper mines include
the Lumwana copper mine owned by
Barrick Gold Corporation; the Mopani
mine owned by Glenocre Xstrata (73%),
First Quantum Minerals (17%) and ZC-
CM-IH (10%); Konkola copper mine,
owned by Vedanta Resources (79%)
and ZCCM-IH (21%); Lubambe copper
mine owned by Vale SA (40%), African
Rainbow Minerals (40%) and ZCCM-IH
(20%); and the Chibuluma copper mine
owned by Metorex (85%) and ZCCM-IH
(15%).

The softening of copper prices since a
high of $8,000 per mt in 2012 combined
with the recent announcement of in-
creased royalties on sales has caused
widespread unease among active min-
ing companies. Low-grade mines such
as Lumwana will be especially affected
as the open-pit operation already has
constrained margins and a 20% royalty
tax will seriously challenge the mine's
economic viability. Geoffrey Mulenga,
president of the Association of Zam-
bian Mineral Exploration Companies
(AZMEC) also believes that the new
policy is not conducive to the sector
and further investment. He said, “There
are a few uncertainties at the moment.
There are certain things that govern-
ment do not realize that it effects the
income from investors.”

As new applications for copper are
continually discovered and developing
countries continue to grow, the long-
term demand for copper should con-
tinue to drive up its value. The metal
has already recovered slightly from the
2013 low of $6,000 per mt to the cur
rent $6,700/mt. However, the Zambian
government is also aware that copper
is a depletive resource and the coun-
try’s overreliance on the metal is not
only risky in terms of short term price
fluctuations, but for long-term, sustain-
able growth. Paul C. Richards, head of
corporate and investment banking of
Stanbic Zambia, agrees that from a fi-
nancial perspective there is a definite
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trend to diversify. “Copper and agricul-
ture underpins the Zambian economy.
Copper is the formal underpinning of
the economy and agriculture under
pins the informal sector, but Zambia
continues to make significant strides
in diversifying the economy away from
the overreliance on copper. Commer-
cial agriculture is growing exponentially
and attracting substantial investment.
Fundamentally the Zambian economy
is growing and there is significant ap-
petite for Zambian risk. Local currency
interest rates have increased over the
last couple of months and thus foreign
investors are coming into Zambia," said
Richards.

While copper is thriving, the country
should leverage the benefits and wealth
accrued to build a serious manufacturing
sector around the mining sector as well
as a sustainable agriculture sector. On a
smaller scale, diversification within the
mining sector is also an important goal,
as the areas further away from the cop-
perbelt remain largely under explored.
At the moment, the Zambian mining in-
dustry remains synonymous with cop-
per, accounting for an estimated 75%
of the country’s total export earnings.
As expansion of the industry continues,
this will remain the case for a long time
to come. However, Zambia’s vast min-
eral wealth and further mining potential
should not be ignored.

Gemstones

Notorious for their deep green color,
Zambian emeralds are among the
world's highest quality. Zambia cur
rently produces around 25% of the
world’'s emeralds and is home to the
world’'s largest emerald mine, the
Kagem mine, which is 75% owned by
Gemfields. The government, through
ZCCM-IH owns the remainder of the
shares. In April 2013, the government
issued a directive that all emerald auc-
tions be held within Zambia as part of
the effort to increase transparency and
for the country to accrue more benefits
in gemstone trading. Auctions had his-
torically taken place in Jaipur, London,
Johannesburg and Singapore.
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Despite a shaky start with a small buyer turnout in the
first auction in April 2013, five successful auctions have
been held in Lusaka. In 2014 the three auctions held of
emerald and beryl mined at Kagem, generated revenues
of $84.4 million as the average sales value of high-qual-
ity gemstones increased form $4.40 per carat (ct) in
2009 to $59.31/ct in 2014 and low-quality gemstones
increased from $0.31/ct to $3.32/ct. With the consistent
and substantial strengthening of emerald prices, Gem-
fields saw an improvement to its bottom-line, despite a
yearon-year drop in yearly emerald and beryl production
at Kagem, from 30 million ct in 2013 to 20.2 million ct
in 2014. In December 2013, Kagem was able to declare
dividends of $8 million, $2 million of which went to the
government of Zambia with its 25% stake in the mine.
Other gemstones opportunities in Zambia include
amethyst and aquamarine, of which Zambia hosts the
largest deposits in Africa, although they remain largely
unexploited. Small-scale operators currently dominate
this sector, although the government and Gemfields
each own a 50% stake on Mapatizya Amethyst Mine,
which holds the world's largest amethyst deposit.

Industrial minerals will play a pivotal role in the devel-
opment of the manufacturing and agriculture sectors as
well as the expansion of the mining industry in Zambia.
Limestone and dolomite is abundant around Lusaka
with even more deposits in the Southern, North West-
ern, Northern and Luapula Provinces. High-purity, low-
MgO limestone is currently being mined in the Copper
belt in Ndola. Limestone is typically needed where there
are oxide copper ores, which are generally found on the
DRC side of the Lufilian Arc, the geological feature from
which the copperbelt's mineral wealth stems from.

Zambia also boasts a wide range of minerals including
feldspar, silica sands, talc, barite, phosphate and clays,
in undetermined amounts.

Coal is seen as a key growth area, as Zambia has sub-
stantial resources and has been producing coal since
1967 Maamba coalmine produces the bulk of Zambia's
coal, through its open-pit operation in the south of Zam-
bia near Lake Kariba. Maamba Collieries Ltd (MCL) is
a subsidiary of Nava Bharat (Singapore), which holds
a 65% stake, with the minority shared owned by the
Zambian government through ZCCM-IH. MCL holds es-
timated total reserves of 140 million mt of coal, made up
of a combination of both high-grade and thermal. Coal
output from MCL has already increased from 90,000 mt
in 2012 to 400,000 mt in 2013. It aims to produce a pro-
jected 800,000 mt a year.

While Zambia does not have the capac-
ity to become a world-leading coal pro-
ducer, Business Monitor International
estimates that production will increase
to more than 2 million mt in 2017 This
increase will also have a significant im-
pact on Zambia's mining sector as a
whole, as Zambia seeks to address its
electricity deficit issues over the next
three years.

Zambia has a history of small-scale gold
mining with 20 known deposits that
have produced just over 2 mt since the
early 1900s. The most prominent con-
tributors to this sector have been Dun-
robin, Sasare and Matala. In total, more
than 300 occurrences of gold have
been reported in Zambia and some of
these are being re-evaluated. While the
government is reconsidering Zambia's
gold prospects and the development of
the sector, there are still a few hurdles
that need to be addressed, the biggest
of this being illegal mining. As Minister
Christopher Yaluma explains: “lllegal
mining for gold is a problem and put
up boundaries through the investors.
We will normalize the licenses where
we know that there is illegal mining ac-
tivity so that people can invest and the
Zambian economy can get full benefit
out of its minerals.” Gold is not on the
forefront of the Zambian mining sector,
but has the potential to contribute and
opportunities in this area should not be
discounted.

Lead and zinc deposits were first found
at Kabwe in the Zambian Central Prov-
ince in 1902. The Kabwe ore bodies are
comprised of a group of pipe-like de-
posits with a very high-grade core of
coarse sulphide with a general grade of
33% zinc and from 14% to 28% lead.
While Zambia boasts large lead and zinc
deposits, the Kabwe mine was closed in
1994 due to environmental issues. Cur
rently, Berkeley Mineral Resources Plc.
owns the Kabwe mine with estimated
ore bodies of 51 million mt. The mine is
under care and maintenance while envi-
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ronmental rehabilitation is taking place.
Recently the Kabwe deposits have pre-
sented renewed interest due to rising
resource prices, advances in ore pro-
cessing technologies and the economic
potential of zinc and lead and accompa-
nying silver, antimony, germanium, in-
dium, and copper trace elements. Sable
Zinc mine in Kabwe, owned by Glencore
has also been put under care and main-
tenance following the recent tax contro-
versy in Zambia.

If Zambia's Manganese Corporation es-
timations can be quantified, the country
may well be sitting on 15 million mt of
high-quality manganese, which could
make it the world's eighth largest man-
ganese producer, behind Gabon. Apart
from Kaboko Mining and Zamanco Min-
erals, manganese in Zambia is mainly

extracted by privately owned small-
scale firms. In 2013 Kaboko Mining
confirmed that its 6000-mt stockpile at
Mansa mine in the North Western prov-
ince contains 50% manganese. How-
ever, Zamanco announced in June 2014
that it would wind down its Serenje
manganese project due to a difficult
operating environment and its general
resources outlook. This may refer to
disconcerted communities that feel that
manganese mining has been done with
no consideration for the environment or
communities. For now, Zambian man-
ganese production is declining.

Industrial minerals will play a pivotal
role in the development of the manu-
facturing and agricultural sectors and
the expansion of the mining industry
in Zambia. The importance of access to

accurate data will play a pivotal role in
the development of the mining of indus-
trial minerals, as Zambia boasts a wide
range of minerals including feldspar,
silica sands, talc, barite, phosphate and
clays, in undetermined amounts.
Limestone and dolomite are abundant
around Lusaka with even more deposits
in the Southern, North Western, North-
ern and Luapula Provinces. High-purity,
low-MgO limestone is currently be-
ing mined in the Copperbelt in Ndola.
Limestone is typically needed where
there are oxide copper ores, which are
generally found on the DRC side of the
Lufilian arc, the geological feature from
which the Copperbelt's mineral wealth
stems from.

Parastatal Ndola Lime Company (NLC)
is responsible for most of the limestone
produced in the country, but Zam-
bezi Resources recently announced
the approval of its Mpande Limestone

project’s environmental impact study
(EIS). It is still unclear when production
will start, but drilling results thus far
confirm a large-scale limestone deposit
of high quality material, suitable for ap-
plications including lime and/or cement
production.

As the limestone industry keeps grow-
ing, the peripheral manufacturing sector
is also developing and companies such
as Dangote Industries Zambia is also in
the midst of completing the construc-
tion of a $400-million Dangote Cement
Plant with the capacity of 1.5 mt/y.

Realizing its goal of reaching middle-in-
come status by 2030, Zambia is depen-
dent on sustained economic growth and
diversification. Sustainable economic

growth can only be achieved with ad-
equate infrastructure development, in-
cluding both reliable electricity supplies
and transportation infrastructure.

Apart from a favorable and stable pol-
icy environment, a stable and sufficient
electricity supply is the most impor
tant variable in Zambia's mining sector.
Zambia’s current generation capacity is
around 1,800 megawatts (MW), which
is almost solely generated from hy-
dropower through state-owned Zesco.

Until 2005, Zambia was a regional elec-
tricity exporter, but when maintenance
and rehabilitation commenced on many
of its hydro power plants the country be-
came a net importer. As Zambia offers
some of the region’s lowest electricity
tariffs, funding for generation capacity
upgrades and new projects have been
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hard to come by. In June 2012 the En-
ergy Regulation Board (ERB) announced
plans to gradually raise electricity tariffs
to provide additional funding to improve
Zambia's energy infrastructure. The ERB
aims to stimulate investment in the
sector by endorsing power sector in-
vestments prior to project implementa-
tion, which assures reasonable returns
through an approved tariff.

The mining industry is Zambia's largest
power consumer, accounting for around
55% of total consumption. With only
22% of Zambia's total population cur
rently having access to electricity and
in-line with the drive to create a favor
able investment climate, a number of
new power projects are underway in
Zambia.

Zambia is aiming to become a regional
hub for hydro-electricity generation and
is hoping to supply its surplus demand
to its neighboring countries by as early
as 2017 This will be done through vari-
ous hydro-electricity expansion projects
as well as smaller scale coal-fired plants.
In terms of hydro-electricity potential,
Zambia holds 28% of the water supply
of the SADC region. It has the potential
to generate 6000 MW of hydro-electric-
ity and exploit the remaining 70% that
has not yet been tapped into. The pri-
vate sector through Public Private Part-
nerships (PPP) will also play a pivotal
role in realizing the country’s potential.

Zambia's is bordered by eight countries,
which provides it access to the entire
region of 170 million people. Zambia's
transportation system is dominated by
road and rail with over 75% of traded
goods being transported through these
avenues. However, the state Zambia's
road infrastructure is limiting and adding
costs to doing business. With only 7300
km of Zambia's 40,000 km road network
being paved, it is no surprise that costs
of frequent replacements of parts of
transportation vehicles are extremely
high.

To reduce the cost of doing business,
the Zambian government has launched
the Link Zambia 8000 project. The three-
phased road development scheme is

to be completed by 2017 and has the
ambitious goal of constructing and re-
habilitating 8,200 km of roads to link all
provincial capitals. Combined with the
Pave Zambia 2000 program that will see
the upgrading and repairing of 2000 km
of roads, the Zambian government has
already committed to invest $5.4 billion
into Zambia's road infrastructure over
the next few years.

The opportunities that arise from the
vast infrastructure expansion should be
used to Zambia's advantage. At the mo-
ment Chinese companies have the abil-
ity to provide cheap credit for large infra-
structure projects, which prohibits local
competition in the tendering process.
China will keep funding infrastructure
projects in exchange for access to Zam-
bia's natural resources and currently
accounts for up to 50% of the Zambian
construction market. To ameliorate this
problem and to facilitate knowledge and
skills transfer, countries in the region, in-
cluding Zambia, are attempting to pass
legislation that will require foreign in-
vestors to partner with a local company
in the development of infrastructural
projects.

Zambia's proximity to other developing
mining countries makes it an ideal distri-
bution hub and point of departure in the
sub-Saharan and Central African region.
An efficient railway system in Zambia
can be a game-changer in the region.
The Zambia railway network has been
operating on two systems; the Zam-
bia Railways Ltd (ZRL) and the Tanza-
nia-Zambia Railway System (TAZARA).
Plans to rejuvenate the country’s rail-
way system were made clear when ZRL
announced a new management board.
Progress, however has been slow to fol-
low and in many cases mining compa-
nies choose to develop the road and rail
infrastructure independently to ensure
greater efficiency and timely comple-
tion. Being landlocked also means that
Zambia is especially reliant on road net-
works to access the ports of its neigh-
boring countries for imports as well
as exports. With heavy road traffic on
routes to the ports, of DarEs-Salaam,
Durban, Benguela, Beira and Maputo,
the regional railway system is becoming
increasingly important.

The hope is that the North-South Corri-
dor Project will also enhance efficiency
in cross-border trade in the region. It is
a collaborative project between Zambia
and seven of its neighboring countries
to improve the road and rail system
between DarEs-Salaam and the Cop-
perbelt and between the Copperbelt
and South Africa’s southern ports. This
project will not only aim to improve the
physical transportation system, but also
the regulatory environment by promot-
ing intra-Africa trade between Tanzania,
the DRC, Malawi, Botswana, Zimbabwe,
Mozambique, South Africa and Zambia.

Zambia is a net importer of goods with
no manufacturing sector to speak of yet.
This has led to a situation of distributors
supplying the Zambian mining industry
with a wide array of consumables but
limited value added services. Unike
many of its mining neighbors, growth
in Zambia's mining service sector has
been stable over the last few years, yet
the global economic downturn and cur
rent mining contraction was still felt to
some extent. “Initially Atlas Copco had
a respectable growth in terms of rev-
enues and the amount of work. How-
ever in terms of employee base, we had
to downsize as with the mining industry.
Thereafter Atlas Copco in Zambia has
grown steadily, but over the last two
years we had to hold back again. Rev-
enue has still steadily been climbing,”
said Andy Ndulubila from Atlas Copco
Zambia.

Increased competition amongst service
providers in Zambia from South African
companies has forced several compa-
nies to head further north in search of
new opportunities. “There are renewed
investments in many sectors in Zambia,
and all these new companies are try-
ing to service the mining market. Thus,
CathodeX had to expand rapidly into
the Democratic Republic of Congol...]
Currently our main focus is the DRC
as well as the copper belt in Zambia,”
said Chris Ndhlvu, Director, CathodeX.
The company has already expanded
into the Congo and started exporting
equipment. Anderson-Slight added that
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"about 30% of ECMining’s business is
in the DRC as the copper production is
currently greater there, than in Zambia.
Two years ago ECMining also started
a logistics operation in South Africa to
support the business in Zambia.”

The slow-down in exploration projects
has triggered many companies to search
for more business abroad. “Exploration
drilling has slowed down as of late, given
that mines are starting to be built, so we
are looking to source new clients within
the DRC. [...] Blu Rock is also consid-
ering moving into the DRC, given that
it is several years behind Zambia and
exploration is still strong there, though
we are currently assessing whether the
challenges are worth overcoming,” said
Kris Jedrzejczyk, Managing Director, Blu
Rock Mining Services. The company has
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secured a production-drilling contract
with Mopani and has plans to continue
diversifying throughout 2015 to gener-
ate over 50% of their revenue from min-
ing operations.

Achieving strong lead-times throughout
Zambia and across borders is a major
challenge which service providers strive
to overcome. “Zambia is a large country
with a small population and our projects
are often hundreds of miles away from
headquarters. This poses a strong lo-
gistical challenge to Blu Rock in terms
of access for spare parts,” said Jedrze-
jczyk. "Anyone that comes into the
Coutnern Africa Region tends to set up
base in South Africa. ECM's equipment
comes from Brazil, Japan, the UK and
the US, but it all passes through Johan-
nesburg first,” added Anderson-Slight.

MACIG 2015

Travel from South Africa can also pose
a challenge for operations. “Transport
from South Africa can take long in terms
of problems at the borders and customs
clearing. The delivery date is very diffi-
cult to determine and there are various
factors that influence it," said Bridgitte
Chingaipe, Director of Zambia Opera-
tions, Pex Hydraulics. An added layer of
difficulty comes into play when crossing
the DRC border, where trucks can be
stuck for days on a one-way lane. “Get-
ting the equipment across the borders
is perhaps the greatest challenge for
ECM's operations, especially when go-
ing into DRC,” said Anderson-Slight.

Despite the global mining slump, multi-
national companies such as Sandvik
have recognized the importance of Zam-
bia and the expansion that as been hap-
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pening in the Copperbelt over the last
few years and is investing heavily in its
Kitwe operations. “Sandvik Zambia in-
vests strongly and continuously in the
country,” said Jacques Britz, vice-pres-
ident of sales for Sandvik in central
Africa. He continues that, “Investing in
the new facility will raise the industry
standard, promoting economic growth
in the country. The new facility will be
focused on efficiency and competency
development. Sandvik Zambia needs to
become more efficient in order to drive
our customers to follow suit and be able
to increase their productivity. Skills de-
velopment is pivotal for any company
wishing to make a difference in their
own business operations, as well as in
the country in which they operate.”
Service companies that assume the
role of training facilities often struggle to
retain their employees as larger mining
companies tend to offer more compet-
itive salaries. "l have seen a trend in
that Pex Hydraulics serves as a training
facility because we are willing to teach
people, and when employees have
reached their learning capacity, they are
approached by other companies, who
might offer them higher wages,” Chin-
gaipe explained. However this trend
does not act as a deterrent for service
providers, given that the competitive
climate in the country pushes com-
panies to look for the most qualified
people, and this often means training
them themselves. “There is a signifi-
cant amount of competition in Zambia
and it is certainly increasing, but that
only pushes Chantete to be better and
we aim to be the best in the sector]...]
We have a strong focus on skills trans-
fer in the country and we are always
building on experience, knowledge and
showcasing what we have to offer," said
Shaun McCann, Director of Operations,
Chantete Mining Services.

The combination of skilled labor short-
ages and abundant opportunities in the
mining sector has opened the door for
more South African companies to set
up operations in Zambia. “We recently
completed a ten year plan for Mopani
Copper Mine in Zambia. We literally
went through the whole mine from ge-
ology through to processing. We mod-

elled what they are doing and compiled
a financial and technical business plan
for them to move forward,” said Mike
Fox-Martin, Founding Member of Fox
Projects in South Africa. Foz Projects is
a South African company that recently
opened offices locally as Fox Projects
Zambia. When people enter the country
from abroad, an emphasis is placed on
the transferring skills. “As we have an
investment license, Chantete brings in
skilled labor from abroad and we work
hard to provide intensive training and
transfer the skills to the Zambians,” said
McCann.

With the development of the mining
sector post privatization, the mining
town Kitwe is starting to resemble areas
of suburban South Africa, with many of
the same South African companies,
even grocery stores and restaurants.
"Kitwe is considered to be a central
point for business activities within the
Copperbelt. The majority of the larger
Mining Houses have either offices or
operational sites based in or around
Kitwe,” said McCann. Companies that
have had a presence in other areas of
Zambia are looking to establish them-
selves more prominently in Kitwe. “At-
las Copco has three locations in Zambia
at this moment and we are trying to get
everybody under one roof. Atlas Copco
thus has plans for warehouses and
workshops in Kitwe "

Several service providers are also
strengthening within  nearby Ndola,
where growth has continued. “The of-
fice in Ndola is central to our operations
in Zambia as this is where our main en-
gineering and workshops take place and
where the bulk of our hydraulic repairs
are performed,” Chingaipe explained.
"CathodeX has already expanded into
the DRC and we are sending equipment
up to DRC by the end 2014. In this re-
gion, CathodeX is looking to have a
maintenance and manufacturing com-
pany based in Ndola, but with arms and
equipment based in other mines. What
the company is trying to do is to recap-
ture the whole Ndola principle and make
it the manufacturing hub for Southern
Africa again. Ndola provides us with a
significant amount of possibilities,” said
Ndhlvu.
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Companies like New Concept Mining (NCM) that only opened
its doors in Zambia in 2013 are also making plans to start man-
ufacturing some of the key products that it supplies to the min-
ing industry in Zambia and the rest of the region, in Kitwe. Ivor
Chanda, sales director Africa for NCM said, “NCM wants to start
on small-scale manufacturing before the end of 2014. We have
already brought in the raw materials for the split set manufac-
turing and we are now trying to put the logistics together before
we start manufacturing. The plan is to have a fully fledged manu-
facturing outfit in Zambia.” In just one year, NCM has already had
to expand it product range for its Zambian mining customers
and is using the strategic location of its operations in Kitwe to
leverage its coverage of the region. “In 2013 New Concept Min-
ing (NCM) only supplied about one product line, the hydrabolt,
to the Zambian mining industry, specifically to the Mopani and
KCM mines. NCM has since grown significantly and has been
adding and providing other product lines, of which the splitset is
the biggest seller. NCM's customer base has also grown from
KCM and Mopani to now include the Lubambe and Chibuluma
mines. NCM is also about to start supplying to the mining indus-
try in the DRC from the base here in Zambia. Outside of South
Africa, NCM will service all clients including Zimbabwe, DRC,
and Tanzania from Zambia,” said Chanda.

Another encouraging sign for the mining periphery is new com-
panies that are coming in with new technologies that can help
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cut costs. Australian based Three Way Works has re-
cently awarded the rights to supply their products in
10 African countries to a local Zambian. “The Air Seal
Product is a state of the art tire sealant that is now
available in Zambia and we now have the rights to sup-
ply these products to 10 African countries, including
Angola, DRC, Malawi, Mozambique, Tanzania, Zam-
bia, Zimbabwe and Ghana,” explains Costas Morianos,
Managing Partner of Three \Way Works Zambia.
Cathode X has become a pioneer in the country, as the
first company to import high-tech robotic welding into
Zambia. This has allowed them to increase their service
offering for the mining industry. “We are now able to
do hi-tech robotic welding and we have incorporated a
second production line. For the mining industry primar
ily, in addition to our flagship product which is the edge
strips, the company is now able to do manufacturing
of the whole cathode plate as well as just hanger bar
replacements,” said Ndhlvu. The company is also devel-
oping ways to cut down costs in the industry. Ndhlvu
added: “A brand new plate costs around $600, but for
$300, CathodeX is able to bring a disused plate back
into service and put on permanent edge strips. The dis-
used plate is like a brand new plate, and you are basi-
cally using a newer technology and very strong welding
technique, which is not dependent on the skills of an
operator.”

Companies have worked hard to fuel business while
still supporting the communities they operate in.
“Community investment is most effective and last-
ing if it meets both business and social needs,” says
McCann. “We have learned to ride out tough times
and keep close to the cutting edge of development in
the smooth times. CathodeX is also looking to create
awareness for international mining companies, so that
they know that their requirements can be met locally,”
said Ndhlvu,. Zambia's ultimate target is to continue
growing its mining industry. “The ultimate target is to
continue growing. Zambia is a wonderful destination
for mining, manufacturing and equipment supply. There
is a solid and regulated market in which doing business
comes easy,” concluded Anderson-Slight.

Conclusion

Zambia is still recovering from the mismanagement of
the mining industry during its nationalization period, but
policy reforms have steered the country into a direction
of growth. While much is being done to promote open
dialogue between the government and private sector,
it remains to be seen if the government will heed the
call of the mining sector to revise the proposed tax
changes for 2015. Now is the time for Zambia to prove
that it will remain the politically stable country that it
has come to be known as and create an investment
climate that is conducive to current and future mining
prospects. ®
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Population: 13,771, 721 (July 2014 est) e ) ‘ 1 T _,MP!&I'I‘IhIqUP =i,
Land Area: 390,757 sq km i i R - B e ¥
Official Language(s): English
Capital: Harare
Chief of State: Executive President Robert Gabriel Mugabe
Head of Government: Executive President Robert Gabriel
Mugabe
GDP (PPP): $7.496 billion (2013 est)
Growth Rate: 3.2% (2013 est)
GDP per Capita: $600 (2013 est)
E: ic Sector Breakd : agriculture: 20.1%, industry:
25.4%, services: 54.5% (2013 est)
Exports: $3.144 billion (2013): platinum, cotton, tobacco,

Zimbabwe

Zimbabwe was a British colony,
after which it spent 14 years under
* a white minority government. In
the past decade the rule of Robert
Mugabe has brought the country
to the brink of economic ruin and
international pariah status, yet a small degree of political

compromise after the 2008 election has restored
economic growth and some degree of foreign
investment. Zimbabwe has some of the world's largest
chromite, platinum-group metals and diamond resources
in the world, and substantial gold and coal resources.

GDP GROWTH (%)

SOURCE: WORLD BANK, EIU ® BYYEAR © B-YEAR AVERAGE

gold, ferroalloys, textiles

Imports: $4.571 billion (2013): machinery and transport
equipment, other manufactures, chemicals, fuels, food
products

Major Trade Partners: South Africa, China, Democratic
Republic of the Congo
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INTERVIEW WITH

Professor

Francis P. Gudyanga

Permanent Secretary of

The Ministry of Mines and Mining Development

The Zimbabwean Ministry of Mines
and Mining Development has recently
been restructured. Can you give us an
overview of the main changes in the
governing model?

Over the last two years, Zimbabwe has
restructured its Ministry of Mines and
Mining Development. We now have five
min-ing districts and provincial offices
with the mining director at the head of
each office. While Zimbabwe has ten
provinces, there will be eight provin-
cial mining offices, as the metropolitan
province of Harare and Bulawayo are
attached to the other rural provinces.
Harare will be part of the Mashonaland
East province and Bulawayo will be part
of the Matabeleland North province. The
offices are going to be headed by techni-
cal employees so as to increase the effi-
cacy with which mining is-sues are dealt
with. The restructuring came into effect
in July 2014 as we have recognize that
Zimbabwe has mining activ-ities through-
out the country and restructuring will in-
crease the presence and efficiency of the
ministry in the rest of the country. The
restructuring is also to ensure that we as-
sist the small-scale miners as we felt that
we were not available to this large sector
of the industry and wanted to rectify that.

Recently there has been much press
regarding diminishing diamonds re-
serves in Zimbabwe. Is there any truth
to these claims and what would you
as the ministry like to say to investors
on this topic?

There is no basis to believe that the di-
amonds are diminishing. Assumptions
come from the investors that have only
been given certain areas to mine, but
the investors had wanted additional ar
eas. As a ministry we wanted investors
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to focus more on the exploration of con-
glomorates and kimberlites and less on
the alluvial diamonds, which have been
easily mined thus far. Zimbabwe is now
consolidating the diamond industry.
When diamond mining started, we had
seven mining companies in a small area
like Marange. From now on, we want
no more than two companies in such a
small area thus we are putting together a
holding company called the Zimbabwean
Diamond Industry and all the areas will
be subsidiaries of this holding company.
The ministry is integrating the existing
companies in steps with the Marange
provincial office, which will be completed
within the next two three months.

In 2013 the ministry was hoping for
increased beneficiation of metals and
minerals in Zimbabwe and there were
talks of the first platinum refinery to
be built in Zimbabwe. Can you tell us
how these plans have progressed?
Since 2013 the ministry has invited ex-
pression of interest in the construction of
a platinum refinery, and two companies
have been shortlisted. We have done the
due diligence on one of these companies
and are still in process of reviewing the
second. Once we have concluded our
findings, we will invite the winning bid
to communicate about how they can go
about building a refinery for the platinum.
The next stage is then to decide what
Zimbabwe will do with the platinum. In
terms of value addition in the diamond
sector, the ministry has also reviewed
the licenses for cutting and polishing
of dia-monds to encourage small scale
or big scale cutting and polishing in the
country. The goal is development of the
jewelry industry both in diamonds and
platinum.
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Has there been more attention on Zim-
babwe as an investment destination
since the EU sanctions on diamonds
have been lifted?

The European sanctions have been lifted,
which has helped Zimbabwe, but there
remain some prejudice assumptions. The
international banks that assist Zimbabwe
in transactions have been scrutinized and
are sometimes penalized by the Office of
Foreign Assets Control. This is because
of other sanctions that have been im-
posed, especially by the United States.
When Zimbabwe does an international
transaction it is a hassle to get the money
in and out of the country. As of 10 July
2014, the sanctions were reviewed and
declared still to be effective. Zimbabwe
is trying to use other currencies, but it is
difficult to avoid the US dollar. The min-
istry has been working with partners to
influence the US government on those
sanctions and have them lifted.

Are there any other major policy
changes that we can expect to see in
2015?

The ministry is coming up with an
amendment of the Mines and Minerals
Act, which will emphasize value addition
inside the country. The Ministry is also
reviewing the environmental aspects to
ensure that there is rehabilitation of min-
ing areas by the companies that come in
to do the mining. Another policy that we
are going to look at more closely is our
“use it or lose it" policy. Companies must
work on their resource claims or they will
lose it. The ministry is also focusing on
helping the small-scale miners by loan-
ing them equipment and maintaining it.
Small-scale mining will contribute about
20% to the gold sector when properly
incentivized. ®

Zimbabwe

Prior to 1999, Zimbabwe was known as “The Breadbasket of Africa,” with thriving
mining and agriculture industries. However, driving into the Zimbabwean capital
Harare today one almost gets the impression of a country that time forgot.
Roads, infrastructure and a city still stands, as there has been a serious lack of
development and maintenance due to the country’s recent unfortunate history.
Emerging from what has come to be known as “The Lost Decade,” Zimbabwe still

faces many obstacles.

Before its dollarization in 2009, Zim-
babwe had experienced the worst
recession in its independent history.
During this decade, the country was
characterized by political crisis, eco-
nomic collapse, social deterioration and
emigration. The mining sector was se-
riously undermined. Isaac Kwesu, CEO
of the Chamber of Mines Zimbabwe
(COMZ) said, “The mining sector con-
tinues to be affected by the systematic
challenges of the past. In Zimbabwe,
there has always been an issue of
capital, infrastructure (energy) and the
shortage of skills. These problems re-
main prevalent today and have been
affecting the growth in the mining sec-
tor.”

The international community ostracized
Zimbabwe and numerous sanctions
were placed on it in an attempt to sway
president Robert Mugabe's policies.
Since dollarization, and with the oppo-
sition party, the Movement for Demo-
cratic Change (MDC) seemingly sub-
dued, the political landscape appears
to have become more stable and the
government’s focus has shifted to the

rehabilitation of the economy.

The country has subsequently adopted
an economic blueprint in 2013, the
"Zimbabwe Agenda for Socio-Eco-
nomic Transformation” (Zim Asset),
which aims to attract foreign direct in-
vestment. The transformation plan is
set to run from 2013 to 2018 and aims
to ameliorate the strains of food secu-
rity and nutrition, social services and
poverty eradication, infrastructure and
utilities, and value addition and benefi-
ciation.

The mining sector remains at the center
of Zim Asset and while new investors
still remain cautious of entering the
country, Zimbabwe's potential is visible
through the success of those who have
braved the political uncertainty, with
their feet firmly placed on Zimbabwe's
rich soil. “A few decades ago Zimbabwe
had everything; minerals and agricul-
ture and the infrastructure, and Manica
still sees the potential of Zimbabwe,
despite the tough times that the coun-
try has seen over the last decade,” said
Grant Davies, business development
manger of Manica Zimbabwe.

The Road to Economic Recovery

Over the last few years, Zimbabwe's
economy has shown promising GDP
growth, averaging above 7% over the
last four years. While reports still re-
main relatively conflicting, it is safe to
say that from 2014 to 2017, the country
will continue to grow, likely averaging at
over 4%. Public sector reports are more
optimistic, while private sector reports
tend towards pessimism. Bodies such
as the IMF take the middle ground, ar
guing that policy measures and reform
programs that were implemented in
2014 are addressing the fiscal gap and
enhancing stability.

Liquidity in the mining sector and else-
where in the economy remains the
country’s most significant challenge.
However, the Reserve Bank's Monetary
Policy Statement indicates resilience in
the Zimbabwean banking sector. Com-
bined, the 19 operating banking institu-
tions showed an aggregate net profit of
$13.84 million for the first half of 2014,
compared to $4.9 million for the same
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Zimbabwe is a mineral rich country with great potential for
further discoveries.

The country has a huge and highly diversified mineral
resource base.

About 60% of the country’s land is said to comprise of ancient
rocks renowned worldwide for hosting rich varieties of minerals
resources including platinum, diamonds, gold, base metals (e.g.
nickel, copper, zinc and lead) and industrial minerals (limestone,
phosphates, clay and dolomites) as well as coal.

Zimbabwe has got the second largest deposits of platinum in
the world.

Approximately 30% of global known diamonds reserves are in
Zimbabwe, now fully complaint with KPC.

The sector contributes about 50% of the country’'s total
export earnings.

A primary abjective of the new government plan is value addition
and beneficiation in the country whenever and wherever possible.

Industry growth in the medium to long term depends on the ability
to attract investment into current and new projects, as well as
investments into infrastructure fundamental to sustainable
development of mining, i.e. power and railroad transportation.
Investment of §5-7 billion is needed to grow the sector as
following: platinum 40%, gold 33%, diamonds 11%, coal 8%,
chrome 4% and nickel 4%.

The opportunities for exploration are vast and will be central to
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period in 2013. During the same eight-
month period, commercial bank loans
and advances have increased by 22%
to $2.9 billion. The downside to the
lending increase is that the proportion
of non-performing loans has increased
from 15.9% from the end of 2013 to
18.5% by June 30, 2014, totaling $705
million. This has also rendered bank
lending procedures much more restric-
tive.

While exports declined by 14% during
the first eight months, imports have
declined by 24.9% resulting in a signifi-
cant decline in the trade deficit, from $3
billion to $2 billion. As a consequence,
the decline in exports has had a less
austere effect on liquidity.

Year-on-year inflation continued to de-
cline in 2014 to 0,3% compared to
3.7% on 2012 and 1.6% in 2013, though
the expectation is a rise in inflation to
2.3% in 2015.

In terms of ease of doing business,
Zimbabwe is still ranked amongst the
bottom of 189 countries analyzed by
the World Bank, at number 172 in 2014,
and 171 in 2015. Zimbabwe has also
slipped three places to 180 in terms of
the ease of starting a new business. In
the analysis, access to electricity, ob-
taining credit and cross-border trading
remains the most challenging factors.
Despite the implementation of Zim As-
set, the private sector is reluctant to
believe that it will have the promised
impact of achieving a 10% GDP growth
rate by 2018. This is also apparent from
the slow economic recovery that the
country is experiencing.

Regulatory Environment

Zimbabwe's rich mining history dating
back from colonialism has left the coun-
try with a well-developed regulatory
framework. In its more recent history,
tax reforms and uncertainty still make it
hard for investors to navigate the regu-
latory environment. The “elephantin the
room” as it is often referred to by the
private sector remains the country's in-
digenization policy. Yet the government
assures that it need not be a deterrent
for foreign investment and many min-
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ing companies that are already on the
ground tend to agree.

Zimbabwe is governed by a combina-
tion of Roman-Dutch and English law
with mining being legislated by the
Mining and Minerals Act, which has
been recently revised. Unlike many
African mining jurisdictions, the Act
provides security of tenure and has pro-
visions for acquiring, maintaining and
relinquishing mining rights.

Apart from new requirements in terms
of in-country beneficiation, environmen-
tal management and indigenization, the
revision of the mining act also seeks to
create increased value for small-scale
mining activities, which have been on
the rise in Zimbabwe. As Professor
Francis P Gudyanga, permanent secre-
tary of the ministry of mines and min-
ing development explains: “Over the
last two years, Zimbabwe has restruc-
tured its ministry of mines and mining
development. We now have five mining
districts and provincial offices with the
mining director at the head of each of-
fice. While Zimbabwe has 10 provinces,
there will be eight provincial mining of-
fices, as the metropolitan province of
Harare and Bulawayo are attached to
the other rural provinces. Harare will be
part of the Mashonaland East province
and Bulawayo will be part of the Mata-
beleland North province. The offices are
going to be headed by technical employ-
ees so as to increase the efficacy with
which mining issues are dealt with. The
restructuring came into effect in July
2014 as we have recognized that Zim-
babwe has mining activities throughout
the country and restructuring will in-
crease the presence and efficiency of
the ministry in the rest of the country.
The restructuring is also to ensure that
we assist the small-scale miners as we
felt that we were not available to this
large sector of the industry and wanted
to rectify that.”

Zimbabwe's Indigenization and Eco-
nomic Empowerment Act remains in
place since 2013. The indigenization
act stipulates that 51% of any foreign
company that wishes to operate in Zim-
babwe has be owned by a designated
Zimbabwean entity. This could be either
through a previously disadvantaged
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Zimbabwean partner, a community
share ownership trust or an indigeniza-
tion or economic empowerment fund.
Companies are allowed to structure the
indigenous ownership within these pa-
rameters to best suit their needs. While
there is some flexibility allowed by the
act, indigenization remains a daunting
aspect of doing business in Zimbabwe
for many mining companies, especially
because it appears to be ever evolving,
thus creating uncertainty. Isaac Kwesu,
CEO of the Chamber of Mines Zim-
babwe (COMZ) said, “Stability of policy
is not only needed with indigenization,
but across all of Zimbabwe's policies.
When one looks at some of the poli-
cies, there is discord and the policies
do not speak to the same goals. This
discord and inconsistency across poli-
cies makes it difficult for the investor
to plan. Zimbabwe needs policies to be
more predictable and stable. The min-
ing sector is affected by a number of
policies and legislations that must be
synchronized to reflect the same thing.
In the past few months the minister of
finance and the minister of mines have
been communicating and looking to
synchronize the legislations and poli-
cies, which will be a positive develop-
ment for Zimbabwe's mining industry.”
Existing mining companies have braved
indigenization legislation despite the
funding constraints that the uncertain-
ties in the policy arena have brought.
The COMZ has also been lobbying for
more benign tax system. Mineral roy-
alties remain high with a 7% levy on
gold, 12.5% on platinum and 15% on
diamonds.

Zimbabwe's Mineral Wealth

Zimbabwe's mineral wealth remains
undisputed, yet the country is strug-
gling to reach the production levels that
it was able to achieve in the late 1990s,
prior to the “Lost Decade.” The highest
value contributors to the sector remain
gold, platinum and palladium. Coal and
ferrochrome also feature strongly, and
there are high hopes for the further de-
velopment of the still-controversial dia-
mond sector.

Gold

Zimbabwe had historically built its min-
ing sector on gold production as the
country is situated on an Archean terrain
that boasts with some of the highest
yields per square kilometer globally. At
its peak in 1999, the country produced
27 million metric tons (mt) of gold an-
nually, compared to 14 mt in 2013.
However, it is also to be noted that gold
production has increased significantly
since 2009, when total annual produc-
tion was between 4 to 5 million mt. For
the first half of 2014, Zimababwe's gold
production was 6.8 million mt, indicat-
ing that annual production is likely to be
similar to that of 2013.

The gold sector comprises of a few big
players such as Mwana Africa’s Freda
Rebecca mine and Caledonia’s Blanket

mine, with a large and growing num-
ber of artisanal miners. Gold miners in
Zimbabwe are struggling due to a 28%
drop in gold prices last year, coupled
with high royalties.

Platinum and Palladium

Zimbabwe sits on the world's second
largest platinum reserves after South
Africa. There are three known platinum
blocks stretching along 550km mineral
range known as “The Great Dyke.”

Zimbabwe's main platinum mines are
Zimplats and Mimosa mine, owned by
Impala Platinum and Unki mine owned
by Anglo Platinum. With the three ma-
jors producing 430,000 ounces a year
there is a drive to increase production
to 500,000 in order to justify setting
up a local smelter. Professor Gudyanga
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elaborates on the progress of setting
up Zimbabwe's first platinum smelter:
“Since 2013 the ministry has invited
expression of interest in the construc-
tion of a platinum refinery, and we have
since shortlisted two companies that
we believe are up to the task. We and
have done the due diligence on one of
these companies and are still in process
of reviewing the second. Once we have
concluded our findings, we will invite
the winning bid to communicate about
how they can go about building a refin-
ery for the platinum. The next stage is
then to decide what Zimbabwe will do
with the platinum.”

Zimbabwe's platinum production in
2013 reached 13 million mt, with pro-
duction for half year in 2014 at 6.4
million mt. Palladium production has
steadily increased from 5.3 million mt
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in 2009 to 10 million mt in 2013. Half-
year production statistics for palladium
in 2014 is upwards of 5 million mt.

Coal

Zimbabwe has always been reliant on
coal mining for the country’'s electricity
generation needs. The country's total
annual coal production for 2013 reached
almost 5 million mt.

Zimbabwe's impressive coal reserves
have led companies such as PER Lusulu
Power to recognize the opportunities
for electricity generation in the region.
PER Lusulu has been awarded an Inde-
pendent Power Producer (IPP) license in
2010 and are in the midst of reconstruct-
ing two 550-megawatt (MW) power
plants, imported from EDF in France
to Zimbabwe. As Pierre Nicolas, CEO
of PER Lusulu Power Explains, “Each
550-MW unit is going to use 1.8 million
mt of coal per year. Today, the largest
coalmine in Zimbabwe produces about
30,000 mt per month. For each phase
PER Lusulu Power is going to need five
times more than that and will meet
that demand from surrounding mines
that are now going to start. PER Lusulu
Power will hold a minority stake in the
mines as we have to be sure that the
coal supply and price remains adequate.
The coal will be the biggest operating
expense in the project.”

Apart from the well-known reserves at
Hwange, there are also new opportuni-
ties in coal mining that are surfacing in
the southern parts of the country.

Diamonds

Zimbabwe is the fourth largest dia-
mond producer in the world and sits
upon an estimated 30% of the world's
diamond resources with the Marange
fields responsible for the majority of
the country’s diamond production. Zim-
babwe currently has five noteworthy,
diamond-mining firms operating in the
country, namely Marange Resources,
Mbada Diamonds, Anjin, Diamond
Mining Corporation and Murowa Dia-
monds. The state-owned ZMDC has
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a stake in all diamond companies, and
the Ministry has recently decided how
to best structure this sector through
the amendment of the Precious Stones
Act. A major issue that was addressed
in 2014 was whether or not to have a
plethora of players and thus make more
licenses available or if it is best to fol-
low the example of countries such as
Botswana or South Africa, where the
diamond sector is largely dominated by
a single or a few producers. Professor
Gudyanga explains how the sector has
been restructured: “Zimbabwe is now
consolidating the diamond industry.
When diamond mining started, we had
seven mining companies in a small area
like Marange. From now on, we want
no more than two companies in such a
small area thus we are putting together
a holding company called the Zimbab-
wean Diamond Industry and all the ar
eas will be subsidiaries of this holding
company. The ministry is integrating
the existing companies in steps and
with the Marange provincial office and
this will be completed within the next
two three months. The ministry is also
preparing for the diamond conference
that will take place in November 2014
and this is where we will showcase the
Zimbabwean diamonds.”

The diamond sector in Zimbabwe is
set to grow with the abolition of EU
sanctions that were imposed on the
country's diamonds, if resources and
expertise can be secured to start the
more costly process of mining the high-
er-value kimberlites.

Base Metals

Among Zimbabwe's vast variety of more
than 60 minerals, the country boasts
impressive nickel, chrome, copper and
iron ore reserves. The chrome that is
found in the Great Dyke is world-class
and is seen as value adding because it
can help revive the Zimbabwean man-
ufacturing sector. Nickel dominates
the country’s base metal production in
terms of value, with Empress Nickel and
Bindura Nickel Corporation as the major
players.

Zimbabwe has high quality iron ore
grading from 40% Fe and above. While
the hopes for resurgence in iron ore
production were high in 2013 with the
finalization of the transaction for Ziscos-
teel between ESSAR and government,
production has been slow to get off the
ground, as the government keeps mak-
ing alterations to the agreement.

While copper production has been in
decline in 2012, mostly due to a lack of
exploration, production increased from
6.6 million mt in 2012 to 8.2 million mt
in 2013. Half-year statistics in 2014 mea-
sure production at 4.1 million mt, which
would equate to the same level of an-
nual production as 2013 if production
continues at this pace.

Zimbabwe’s Future

Businesses in Zimbabwe can teach the
world a lesson in adaptability. Having
survived the trials of the past 15 years
and facing uncertainties with political
shifts in the offing, the private sector in
Zimbabwe has proven resilient. "Atlas
Copco Zimbabwe is working in a very
difficult environment and needs to be
innovative and creative. Atlas Copco in
Zimbabwe needs to be creative in the
way it is structured. It is unlike other
branches, and we want to create a
level of stability within the company.
Atlas Copco in Zimbabwe is growing to
a large extent, but we have had to be
innovative to achieve that," said Davis
Nongera, country manager of Atlas
Copco Zimbabwe that has been operat-
ing in the country since 1952.

Zimbabwe has a well-developed infra-
structure and skilled labor force and
those who operate in this otherwise
tough environmentare proud to point out
the opportunities that still exist, espe-
cially in the mining sector. lan Bagshaw,
managing director of Sandvik Zimbabwe
emphasizes that the platinum sector
will have far reaching affects on the
economy, saying, “Platinum tons will
have tripled from 2010 to 2020. These
tons will all be commercially mined and
mechanized. There are a lot of factors

COUNTRY PROFILE

to growth, but the biggest remains the
access to ore body. The more uncertain
mining becomes globally and in South
Africa, the more emphasis there will be
on Zimbabwe. The opportunity here can-
not be ignored.”
The lack of liquidity is visible in the coun-
try and in the mining sector on which
the country plans to anchor the econ-
omy while other sectors such as man-
ufacturing and agriculture are rebuilt.
A massive task lies ahead. Zimbabwe
needs to attract significant levels of
foreign direct investment each vyear,
which is currently around 33% of GDP
This will depend heavily on the coun-
try's reputation in the international com-
munity and, central to this, will be the
restoration of certainty to the operating
environment. As Isaac Kwesu, CEO of
Chamber of Mines Zimbabwe notes,
“The issue remains the environment
and the policies that need to encourage
exploration in Zimbabwe. With the lack
of clarity in terms of policies it remains
difficult for both current operators and
new investors to commit resources to
Zimbabwe. The government is working
with the private sector in trying to en-
sure that Zimbabwe address these pol-
icy concerns.”
The resources that the country stands to
unlock are undisputable, but as in many
African mining jurisdictions, investor
skepticism is keeping much needed
capital at bay. “Zimbabwe needs some
big investors coming in, as the majority
of the mining in Zimbabwe is still small
scale, yet the opportunities are vast to
create huge mining operations,” said
Davis Nongera of Atlas Copco Zim-
babwe.
What the country has to offer, in terms
of mineral wealth and the low inflation
that it has maintained over the last few
years, offers real glimmers of hope that
Zimbabwe's medium to long-term fu-
ture is indeed bright. As the world waits
for it to find its way through the intricate
political environment it finds itself in, in-
vestors would do well not to discount
Zimbabwe. With the right policies, it can
once again become “The Breadbasket
of Africa”
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Out of all of Africa’s regions, East Africa
is the continent's youngest when it
comes to mining. The region's first com-
mercial gold mine was in Tanzania and
only entered production in 1999. On the
one hand, this raises many questions
for companies about the transparency
and stability of regulatory regimes and
the inexperience of local and federal
governments in dealing with the many
questions surrounding the industry.
On the other hand, it offers serious
optimism, most notably for the reason
that East Africa is filled with untapped
mineral reserves. In recent years, the
latter sentiment has won out, as com-
panies have shown a surge of interest
in coming to the region and setting up
operations.

Tanzania stands as an exemplar of what
East Africa as a whole could become.
Tanzania is currently the fourth largest
gold producer in Africa after South
Africa, Ghana, and Mali, a fact that is
so impressive because the country has
only been producing gold for 15 years.
Moreover, Tanzania is home to many
other minerals, including diamonds,
silvers, copper, and coal, as well as un-
developed deposits of nickel, iron ore,
cobalt, phosphate, and uranium. It also
is well situated geographically so that
it can feed Asian markets. The country
also has a major port at Dar es Salaam,
which has been upgraded in recent
years, and is building a new deepwater
port development project at Tango, as
part of the Mwanbani Economic Corri-
dor Project. There is a third deepwater
port being constructed at Bagamoyo
with the help of the Chinese. With such
direct links to Asian economies, Tan-
zania is perched to grow into a major
mining jurisdiction in Africa. More im-
portantly, the government has launched
the sector on a positive trajectory. If Tan-
zania can replicate what it has done in

gold, the government’s goal of increas-
ing mining's contribution to GDP to 10%
will be easily attained.

Other countries in East Africa do not
offer quite the promise as Tanzania, but
that does not mean that they cannot
catch up. Uganda and Ethiopia both of-
fer interesting deposits and potentially
great rewards, but rebel uprisings and
separatist movements create a riskier
outlook. Still, these hot zones are con-
tained to certain parts of the country,
and, if the right measures are taken,
they can emerge in the future. Kenya
offers another attractive jurisdiction, but
foreign investment there has slowed
since the government increased royal-
ties in 2013. Investors are hopeful that
greater transparency will prevail, with
which the sector will swiftly regain mo-
mentum. Like Tanzania, Kenya is invest-
ing in new deepwater ports at Mom-
basa and Manda Bay.

Rwanda was selected this year as our
up and coming country in East Africa
for the region for a host of reasons,
but none was more important than the
country's reputation for welcoming for-
eign businesses. Sometimes referred to
as the Singapore of Africa, Rwanda has
gone to great lengths to create incen-
tives for foreign companies to engage
in mining and the industry has grown
accordingly. The government has tar
geted a figure of $400 million in 2017
for the contribution of the mining sector
to the Rwanda’s GDP. Rwanda is known
for three minerals: tin, tungsten, and
tantalum, as well as small amounts of
gold, for which new exploration is being
undertaken. The quality of Rwanda's
tungsten is renowned, and the coun-
try has grown into the world's fourth
largest producer. It is also the world's
fifth largest producer of tantalum. How-
ever, tin is its largest mineral export.
Rwanda’s 2006 privatization of the min-
ing industry has been the transforma-
tion driver of its mining industry, but
sustained regulatory transparency and
incentives for foreign businesses have
sustained the momentum. This is a ju-
risdiction that investors should keep an
eye on.

Unlike East Africa, Central Africa has a
far lengthier history in mining, and no
country stands out more prominently
in the region than the Democratic
Republic of Congo (DRC), a veritable
mining colossus. The DRC is famously
estimated to have roughly $24 trillion
in untapped mineral deposits, and it
is jurisdictions like the DRC that make
Africa a potential new center of gravity
for global mining. It is also the reason
that we have chosen the Democratic
Republic of the Congo as one of our top
ten mining destinations in Africa.

The problem in the DRC, as well as in
other Central African countries such as
Cameron and Chad, where resources
are known to exist but remain unex-
plored, is political instability and vio-
lence. In addition to ongoing conflicts in
Chad and the DRC, the Central African
Republic's civil strife has intensified
to absolutely horrific level in 2014 and
added another layer of tragedy to the
region.

In addition to politics, geography hin-
ders the development of these juris-
dictions. Chad and the Central African
Republic are full land-locked, while the
DRC has only 40 kilometers of coast-
line. The country’s lone mining prov-
ince, Katanga, is landlocked and relies
on the central government in Kinshasa
to ferry its minerals to world markets. A
new railway line through Angola prom-
ises to help matters, but its operation
will open new issues of transnational
trade. In the case of Katanga, however,
its location is also a blessing, as it is far
removed from the violence in northern
part of the country. The positive aspect
of these disadvantages for the coun-
tries is that they are more eager for for
eign investment, and companies have
been welcomed. The risks are high, but
for those willing to face them, the re-
wards are also great. ®

Democratic Republic
of the Congo

The Democratic Republic of the

Congo gained infamy under

Belgium'’s colonial rule, and the

problems caused by this legacy

continue to play a role in the

sporadic violence that continues to
this day. Despite this, there are signs that some regions
are significantly improving. The mineral potential of the
Democratic Republic of the Congo is among the most
exciting in the world. Despite the challenges facing
investors, the country is a globally significant producer
of cobalt, copper, diamonds, tantalum and tin.

GDP GROWTH (%)

ST A ® BYYEAR

N A O o

eeo MINING eee POLITICS e

* KINSHASA
T Matadi

5-YEAR AVERAGE

ECONOMY

«Lubumbash

! Population: 77433,744 (July 2014 est)
: Land Area: 2,344,858 sg km

Official Language(s): French

Capital: Kinshasa

Chief of State: President Joseph Kabila

Head of Government: Prime Minister Augustin Matata
Ponyo Mapon

GDP (PPP): $29.39 billion (2013 est.)

Growth Rate: 6.2% (2013 est.)

GDP per Capita: $400 (2013 est.)

Economic Sector Breakdown: agriculture: 44.3%,
industry: 21.7%, services: 34% (2013 est.)

Exports: $9.936 billion (2013 est.): diamonds, copper,

H gold, cobalt, wood products, crude oil, coffee

mports: $8.924 billion (2013 est) foodstuﬁs mining
nd other hi fuels
Major Trade Partners Ch\na South Afnca Belgium,
ambia, France

*projected

—

R 4

o & AN

1995 1996 1997 1998 1999 2000 2001

2002 2003 2004

First Congo War leads to the

Second Congo War, the deadliest in modern African history,

nstallation of Laurent-Desire Kabila as  officially ends with the establishment of a transitional
president and the renaming of Zaire to  government, although conflict with the Lord's Resistance
the Democratic Republic of the Congo  Army and the Kivu and Ituri conflicts continues until 2008

2005 2006

2007 2008

2009 2010 2011 2012 2013 2014*  2015*

First multi-party elections Critics claim that constitutional
won by Joseph Kabila

M23 troops briefly
caputre Goma, the capital
of North Kivu province

changes make it easier for
Kabila to remain in power

INFLATION

SOURCE: WORLD BANK

2012 9. 7%
2013 1.6%

TRANSPARENCY INTERNATIONAL
CORRUPTION PERCEPTIONS INDEX

SOURCE: TRANSPARENCY INTERNATIONA|

rank 2013 ] B4
rank 2014 ] B4

ALLIN SUSTAINING COSTS ($/OZ AU)

SOURC

PORATION Q3 2f FINANCIAL STATEMENT

1059

Sold Council's guidance note

: MINE PRODUCTION

{ SOURCE: BRITISH GEOLOGICAL SUR

Coal (bituminous)
Cobalt
Columbite-Tantalite
Copper

Diamond**

i Gold**

Silver**
Tin
Tungsten
Zinc
**in carats

EY

as of 2012

in mt unless otherwise stated

132,000
86,433

261
608,400
20,140,000
2,422
12,342
2,462

4

5,286

MINING SECTOR CONTRIBUTIONTO GDP

N ECONOMIC OUTLOOK

SOURCE: AFRICA

he USGS placed the 2008

Ministry of Foreign Affairs

: FRASER INSTITUTE ANNUAL SURVEY
: OF MINING COMPANIES

SOURCE: FRAS NSTITUTE
RANK
100
[ §
80 S
.
60 S
LN
/ \o
40 Deve

2008 2009 2010 2011 2012 2013

: IBRAHIM INDEX OF AFRICAN GOVERNANCE

OURCE: MO IBRAHIM FOUNDATION
AFRICAN AVERAGE ® DRC SCORE

60

50

40
—

I /

2005 2007 2009 2011 2013

INFRASTRUCTURE INDICATORS

UIC, IEA, CIAWORLD FACTBOOK

Railway - km/10,000 km2
17

Roads - km/1,000 km2
65

Electricity - kWh/capita (gross production + imports - exports -

osses)

AFRICA

WORLD

% 25

50

75

100

BUSINESS ENVIRONMENT RANKING

D BANK, IFC, HERITAGE INSTITUTE, WEF

Name (out of)
2012 2013 2014

183



-Dl.

T -".5“"-

7 T THE DEMDCHATIG HEF’UBLIC OF THE CDNGD |

e iy

-----

L] J--\.'n,_lfﬂ-
YA
-".-"i' .
'l.*.i-

nd Principe

1T

FROTEREIEE AACHEAN
(Z] Sediment () sedmen B volcanic felsi |
£33 Quartzie {22 Quartaite @B voicanic matc
@ vocemichkic (00 Vokarictesic () Phcric bosic
B oo maic () Volcwic mafe () Plovic male
B Puonictese () oo eise ([ Metamorphie
Bruvicmac ([0 Puoncmaie ([ Amohiboite
@ oo ([ Matamepnic

@ techibiiie

., Sk,

GEOLOGICAL DV FROM BRGM - LAT/IONG WS4
M drzhiad by Stanisket de Stabencalh & Dovid Byme - Coniriussions by
Koowal s ok - A rights pestsrwed SEVES EXPLORATION

il (Goesemmes-regloraion com

2084« 2l acliben - i
Bt s s EIT]S THE AFRICAN GEOLOGICAL
worasems-explorabionconm wpLoraTion | GONSULTANCY GROUP

o= r'



In 2006 you found the Province of
Katanga with a budget of just $21
million. Today, in 2013, the budget
is $658 million. Given that Katanga
does not receive substantial funds
from the central government, how
did you achieve this performance?
When | arrived in Katanga, the province
was the third contributor to the DRC's
GDP and after a year of my mandate,
we were number one. Moreover, in
2007, Katanga was contributing only
$80 million to the national treasury
whereas now we bring in $2.8 billion.
We have also been actively fighting cor
ruption since | became governor: the
monthly duty that we were receiving
from customs in 2007 was $1.2 mil-
lion while now it is $90 million. Some
corruption is left but we are slowly and
surely working to eradicate it. We are
doing all of this to give people a better
life, to build the roads, the water infra-
structure, the electricity, the schools.
Now, results can be seen everywhere:
life changed in Lubumbashi, in Kolwezi,
in Likasi. Sendwe Hospital in Lubum-
bashi has 2,500 beds today that are
accessible to everyone, from all parts
of the province, irrespective of their fi-
nancial status. All these achievements
would not have been possible without
the trust that | build with the investors
and our excellent collaboration. Katanga
is supposed to receive back 40% of its
contribution to the central government
but today, we get only about 3% of
that; adding the 4% for the salaries
still leaves us under 10%. The central
government should respect the consti-
tution, which is very good, and should
return the 40% to us because we will
make good use of it, developing even
more the economy.

Can you tell us more about the cur-
rent situation of the mining industry
in Katanga, and how you are dealing
with the issue of power supply in the
province?

In 2006, we were exporting 18,000 mt
of copper cathode yearly and now we
are at over 650,000 mt; if we include
concentrates, that number goes up to
more than 1 million tons. | was criticized
at the time but | had a vision to create
added value here: in two years' time,
Katanga will be exporting 1,500,000
tons of copper cathode a year.

The electricity issue is a result of the
mistakes of past governments, which
should have signed the Inga project
earlier with our South African partners.
However, | want to reassure every-
one that things will change very soon
in Katanga. We are currently working
on the Luapula project, at the border
between Katanga and Zambia, which
will bring 1,400 MW of new capacity
in Katanga in two years’ time. We also
have several mining companies working
on five different power projects, such
as Tenke Fungurume at the Nseke hy-
droelectric power plant. Moreover, Inga
phase two is going to be completed in
December so with all this power com-
ing online, Grand Inga will serve more
for power exports.

What achievements are you the
most proud of?

In 2006, there were 600,000 students
in primary and secondary schools and
now we have 3 million. We have to
educate people, so as to give them a
chance to do something once the re-
sources disappear. With the help of
mining companies, we are training tech-
nical people and rehabilitating schools

across the province; the DRC needs
a middle class. Road infrastructure is
also essential: when the Belgians left
Katanga, there were only 450 km of
roads in a province the size of France.
In six years, | have built 1,400 km of
asphalt road and 5,000 km of dirt road.
A lot of the credit for this goes to the
South African IDC bank because they fi-
nanced a great deal of our development
projects. They helped us at the right
time because people had nothing to
eat and we were importing 90% of our
food, while now that number dropped
10 35%. | told mining companies to de-
velop agriculture projects because food
is a basic need. Without it, people will
not be able to do anything and they will
look towards their governor to find an-
swers. As a leader, you have to under
stand the people and not forget them.

The dialogue to amend the 2002
Mining Code has started. What
is your opinion regarding these
amendments?

Changing the mining code is not good
for the business community and we
should keep the promises we made to
these investors when they first came
here. Perhaps new players can be sub-
jected to these laws, but it is essential
to have a dialogue and an agreement
between the mining sector players,
the chamber of commerce and the
government: | am not going to accept
this code otherwise. We run the risk
of killing investment in the country and
that cannot happen. It is my job as gov-
ernor to create stability in my province,
and if people lose their jobs as a result
of this code, | will be responsible. | can-
not agree with something that will neg-
atively impact the business sector. ®

The Democratic Republic of Congo (DRC) may be the world’s most tantalizing
mining jurisdiction for investors and multinational companies. The truly staggering
figure is that the country has been estimated to contain $24 trillion in untapped,
high-grade minerals, which includes the world’s largest reserves of cobalt as well
as noteworthy deposits of gold, diamonds, and copper. Some estimates measure
the DRC as being home to 10% of the world’s copper and 50% of its cobalt. The
largest impediment for the sector is political instability. Only small-scale, artisanal
miners have been able to harvest minerals in many parts of the country. Not

only do artisanal miners fail to realize the country’s potential but they also often
leave environment damage by operating in protected areas that are home to

endangered or threatened species.

Fortunately, the Democratic Republic of
Congo is a vast country — Africa’s largest
in terms of geography — and the south-
ern province of Katanga has mostly been
able to avoid political unrest and build a
flourishing mining industry that includes
cobalt, copper, tin, radium, uranium, and
diamonds. The provincial capitol, Lubum-
bashi, is also considered the mining capi-
tol of the DRC and serves as a hub for
the growing number of international min-
ing companies exploring in the country.
Katanga exemplifies how successful
mining could be in the rest of the DRC
and is a critical component of the coun-
try’s current stability, as 80% of the
country’'s export revenues come from
mining.

The Katanga Province has made swift
progress in recent years under the lead-
ership of its governor, HE Moise Katumbi
Chapwe, who came into office vowing
high growth and social development. A
businessman by training, the governor
has set his sights on developing the prov-
ince's mining industry. The early results
are impressive. Katumpi has grown the
province's budget by $21 million since
the time that he took office to 2013, and
overseen a rise in industrial investment
from $5 billion to $20 billion. The mining

industry has grown even more sharply
in recent years. In 2012, DRC produced
580,000 metric tons (mt) of copper, but
nearly doubled that figure to 942,000
mt in 2013. Katumbi's goal of reaching
1,500,000 mt per year by 2015 seems
ever within reach.

Unfortunately, political instability has be-
gun to undermine operations in Katanga
and cast a dark shadow over the prov-
ince’s future. A group called Bakata
Katanga wants the province to break
away from Kinshasa and establish a sep-
arate state. The conflict has displaced
over 600,000 people since 2012. Given
the UN'’s stretched resources and com-
mitment in northeastern DRC, it is un-
clear how enough force will be ushered
in to provide security. Elections also
loom in 2016, and will be an important
barometer of Katumpi’s rule. Since out-
side investors view Katumpi’s rule as
an unqualified success, new leadership
could usher in uncertainty.

In addition to security risks, the threat of
nationalization or changes to the mining
code, Law 007/2002, are the primary
reasons why miners shy away from the
Democratic Republic of Congo. The gov-

ernment's revoking of First Quantum’s
license in 2009 remains the most cau-
tionary tale. Negotiations over the coun-
try’s mining code never cease, but sug-
gestions made by government officials
are cause for concern. In 2013, one such
suggestion proposed that state participa-
tion be increased from 5% to 35%, an
increase in the corporate tax rate from
30% to 35%, a 6% rise in royalty pay-
ments, and a reduction in exploration
permits from 15 years to six. Such terms
would make any investor hesitate, even
in a jurisdiction as appealing from a min-
eral perspective as the DRC.

Power shortages have also historically
crippled the mining industry, and 2014
was no exception. In March 2014, the
DRC'’s prime minister told mining com-
panies to halt expansion plans that
would require additional power. Katanga
demands roughly 900 megawatts of
power for mining, but roughly half of that
amount is available, forcing the country
to rely on more expensive imports from
Zambia. The country’s vast hydropower
reserves help, but miners are increas-
ing looking for alternative and temporary
power generation solutions.

According to Vinesh Surajlall, Director,
Sub Saharan Africa of Energyst Rental
Solutions South Africa (Pty) Ltd., “The
reality is that mines in Africa are in re-
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rural areas.

We will see a huge growth in temporary power solu-
tions, as the cost of grid power continues to increase at a
phenomenal rate. We will also see diversification in the
energy mix, as we move to newer fuel types including
gas or hybrid but these are not typically available in the

- Vinesh Surajlall, Director, Sub Saharan Africa,
Energyst Rental Solutions South Africa (Pty) Ltd.

b

mote locations, and it could take up to
10 years for these mines to use grid
power in some cases. Every year lost in
mining is never a year gained. We supply
interim power typically for the site from
the establishment phase to the produc-
tion phase until the company accesses
permanent power. The other advantage
of the temporary power solution is the
management of capital expenditure.
Companies can outsource the supply
and management of their power gener
ation needs.”

Despite the risks, major players continue
to invest in the DRC, and the country re-
cently overtook Zambia as the top pro-

WHEN CONDITIONS

ARE REALLY
CHALLENGING

ducer of copper in Africa. Well-known
names in the DRC include GlencoreXs-
trata (which merged its Mutanda Min-
ing operations with its adjacent Kansuki
project),  Freeport-MacMoRan  (with
Tenke-Fungurume Mining), ENRC (with
Boss Mining operations, and the Frontier
and Lonshi mines), Tiger Resources (with
its Kipoi project) and Mawson West.
Merger and acquisitions have been plen-
tiful in the sector in recent years and Chi-
nese players are making their presence
felt in the market: Jinchuan Group ac-
quired Metorex and its Ruashi Mining op-
erations in Katanga in late 2011 for $1.36
billion while MMG of Minmetals Group
bought out Anvil Mining in February 2012
for $1.3 billion. Indian companies such as
Somika and Rubamin are also running
copper operations in Katanga. Finally,

lurking in the mist we find TSX-listed
Ivanplats and their Kipushi and Kamoa
projects, which show tremendous poten-
tial in terms of reserves. Kamoa, owned
by African Minerals Barbados Limited, a
subsidiary of Ivanplats, is potentially the
world's largest undeveloped high-grade
copper discovery, having an estimated
mine life of 61 years at 143,000 metric
tons per year, according to its preliminary
economic assessment.

In addition to their size, the DRC's cop-
per deposits are attractive due to their
high grade. The Kipoi and Kamoto mines
are estimated to contain grades above
3.0%, significantly higher than the world
average of 0.6%. This will be an increas-
ingly important competitive advantage
as some of the world's largest mines,
including Antamina in Peru, Escondida
in Chile and Grasberg in Indonesia, have
experienced falling ore grades and higher
extraction costs.

The Democratic Republic of Congo is
one of the many reasons that Africa
could become a future center of gravity
for global mining. The mineral potential is
outstanding, and the Katanga province
offers an example of how the country
can develop its resources efficiently in
collaboration with foreign companies and
capital. When political stability comes to
the nation as a whole, a bonanza awaits
miners and the world’s future supply of
copper and cobalt will be assured for
decades. ®
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Mining is, by its very nature, a global busi-
ness. Unlike most other industries, the
mining industry has little scope for choice
about where to locate — it goes where the
minerals are located. Today, many of the
most exciting underexplored and under-de-
veloped projects are located in conflict-af-
fected areas. While mining projects in
these countries can do tremendous good
for local economies, companies operating
in these jurisdictions assume a great deal
of risk.

Miners are particularly well versed in no-
tions of risk and reward. Although profi-
cient in managing traditional risks, mining
companies in conflict-affected areas are
also exposed to operational, security and,
increasingly, legal risks. In enlisting the
services of security forces, whether public
or private, a mining company can find itself
legally liable if these forces commit crimes.
Even where legal liability is ultimately not
attributed to a company, the costs and
damage to a corporate reputation, and the
costs associated with the loss of a social
licence to operate, can be enormous.

While many would associate a conflict-af-
fected area with a war zone, the term is
much wider. For the purposes of this arti-
cle, the definition given by the UN Global
Compact (“Global Compact”) of conflict-af-
fected areas (“CAA") is a helpful one. Ac-
cording to the Global Compact, the term
‘conflict-affected area’ includes areas or
regions which are not experiencing high
levels of armed violence, but where po-
litical and social instability prevails; areas
where there are serious concerns about
abuses of human rights being committed;
ones where violence is prevalent, including
interstate and civil wars; and ‘post-con-
flict" societies which remain highly volatile.
Violations, particularly those of the gravest
nature (‘gross human rights violations’), are
more likely to occur in CAAs. Companies,
like mining companies, which rely on se-
curity for the protection of company per
sonnel and assets, may face allegations of
involvement in crimes committed by secu-
rity forces.

Mining companies can be a force for posi-
tive change in CAAs, where economic de-

velopment is one of the main avenues to
breaking out of the cycle of violence and
building lasting peace. Moreover, given
that CAAs are often overly reliant on for
eign aid, the private sector investment
made by mining companies can facilitate
longerterm structural improvements to the
economies of these areas.

Despite having a positive role to play in
CAAs, mining companies have been at-
tacked by civil society for their alleged
responsibility for human rights violations.
The growing consensus, as expressed in
the UN “Protect, Respect and Remedy”
Framework, ascribes businesses with a
responsibility to respect human rights.
Where CAAs are concerned, this respon-
sibility is supported by potentially signifi-
cant legal consequences.

The following is a brief overview of var
jous ways mining companies operating
in CAAs can find themselves caught in a
web of legal liability.

As the above definition states, CAAs can
include situations of on-going violence. In
these situations, a CAA may be a non-in-



ternational armed conflict for the pur
poses of International Humanitarian Law
("IHL that is, the law of armed conflict).
In some circumstances, IHL can apply
directly to companies. Even in situations
of armed conflict, the application of Inter
national Human Rights Law continues to
apply in law enforcement situations. As
such, companies operating amidst armed
conflicts must be well informed by ex
perts in IHL (and human rights principles)
in how to manage their business and re-
lationships and avoid running afoul of this
complex area of law.

In both CAAs and non-conflict environ-
ments, mining companies can find them-
selves liable for, or complicit in, breaches
of International Criminal Law. Very simply,
complicity occurs when a person know-
ingly helps another to commit a crime. In
the case of mining companies in CAAs,
corporate complicity has become a stan-
dard allegation where gross human rights
violations are perpetrated by public or pri-
vate security forces.

At present, international tribunals do
not have jurisdiction over corporations
(although the jurisdiction over individual
directors and managers of corporations
was established during the Nuremberg
trials at the end of World War Il). Never
theless, many national jurisdictions (in-
cluding Canada, Australia, South Africa
and the United Kingdom) prohibit aiding
and abetting and allow for the criminal
prosecution of corporations.

In addition to criminal law, companies can
be held civilly liable for breaches of hu-
man rights law or complicity in respect of
such breaches. The United States in par
ticular has witnessed a number of high
profile cases involving companies (many
of which have been extractive compa-
nies) sued for their role in gross human
rights violations outside the U.S. The high
number of cases in the U.S. is largely
attributed to the existence of the Alien
Tort Statute (the "ATS"”), an 18th cen-
tury piece of U.S. legislation that allows
non-Americans to sue a party under civil
law for violations of the law of nations.

The ATS jurisprudence is complex and

not entirely consistent, which represents
a risk to companies in terms of the pre-
dictability of litigation outcome. Recent
ATS rulings (including the U.S. Supreme
Court ruling of Kiobel v Shell which lim-
its the ATS to claims that “touch and
concern” the U.S.) have raised questions
about the future application of the ATS
in the business and human rights field.
Nevertheless, ATS cases have advanced
the concept of corporate complicity, rais-
ing issues of business and human rights
more generally.

Recently, there has been a rise in civil
actions outside the U.S. for corporate
breaches of human rights. In the UK,
London-listed Monterrio Metals plc was
charged with complicity in the torture of
33 Peruvian farmers (leading to an out-of-
court settlement in 2011); and in Canada,
Hudbay Minerals Inc. and Tahoe Re-
sources Inc. are each facing civil actions
over allegations of human rights viola-
tions in connection with their respective
mining operations in Guatemala.

A number of voluntary multi-stakeholder
initiatives have been developed in recent
years to assist companies with their re-
sponsibility to respect human rights.
While companies are not legally obliged
to adopt these codes, adhering to them
demonstrates their commitment to re-
specting human rights. In addition to
the Guiding Principles on Business and
Human Rights (the "GPs"), mining com-
panies can benefit from the International
Council on Mining and Metals Ten Princi-
ples as well as the Voluntary Principles on
Security and Human Rights (the “VPs").

Mining companies would be well advised
to comply with one or more of these
voluntary regimes. However, without a
proper understanding, implementation
and monitoring of these commitments,
companies can find themselves subject
to further legal liability. In particular, com-
panies that fail to adhere to the voluntary
codes of conduct that they have commit-
ted to are increasingly at risk of direct
claims of negligence. In this way, these
voluntary codes — or, more specifically,
the failure to understand, adopt and apply
them — can give rise to their own legal
risks.

At the heart of corporate human rights
codes is the need for companies to en-
gage in human rights due diligence.
While the concept of due diligence is one
that is well understood by companies,
the unique and evolving nature of hu-
man rights makes the concept of human
rights due diligence a particularly dynamic
process. Human rights due diligence is
an on-going process — as opposed to a
single one-off exercise — as the risk of vi-
olating human rights (or being complicit
in such violations) is ever present, partic-
ularly in CAAs. Moreover, human rights
due diligence requires experts with spe-
cific expertise. In CAAs, where business
takes place in less stable and more un-
certain operating and legal environments,
on-going risk assessments on third par
ties (particularly public or private security
companies) are particularly important to
avoid complicity (or allegations of com-
plicity) in the crimes these forces may
commit. As part of its risk management
strategy, companies should also make
use of third party assurance providers,
such as Tsamota Natural Resources, to
ensure that they are correctly complying
with their codes of conduct and limiting
their exposure to legal liability.

In conclusion, the legal risks for mining
companies operating in conflict-affected
areas are real and increasingly complex.
Mining companies are, of course, not
without resources, not least codes and
third party experts who exist to manage
these risks. Prudent miners, particularly
those operating in conflict-affected areas,
are advised to draw on these resources
to uphold a legacy in CAAs that is — and
remains — a positive one. ®

About the Author: Mark Camilleri is General
Counsel of Tsamota Limited and a member of
Tsamota Natural Resources. He is a lawyer qual-
ified in Canada and England and \Wales. He was
a partner in the London office of an international
law firm where he practised as a mining law
specialist. He holds an LL.B., MBA and LL.M.
Tsamota Natural Resources offers assurance ser
vices to help mining and oil and gas companies
manage legal, reputational, and financial risks
associated with the contracting of private and
public security forces.

Rwanda

" Rwanda is a former Belgian colony
%*’g infamous for the ethnic violence
. and genocide of the 1990s.

Fortunately, the country has

_ managed to reinvent itself since

then, becoming (in the eyes of
many) the model of post-conflict reconstruction. It is

now considered one of the easiest places to do
business in Africa. Rwanda is a significant global

producer of tantalum and also produced tin, niobium and

small quantities of other minerals. A number of
companies are exploring for gold in the country.
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i Population: 12,337,138 (July 2014 est)
i Land Area: 26,338 sqg km

Official Language(s): Kinyarwanda, French, English
Capital: Kigali

Chief of State: President Paul Kagame

Head of Government: Prime Minister Pierre Damien
Habumuremyi

GDP (PPP): $16.37 billion (2013 est.)

Growth Rate: 75% (2013 est.)

GDP per Capita: $1,500 (2013 est.)

Economic Sector Breakdown: agriculture: 31.8%,
industry: 14.8%, services: 53.3% (2013 est)
Exports: $538.3 million (2013 est.): coffee, tea, hides, tin

; ore

mports: $1.937 billion (2013 est.): foodstuffs, machinery
and equipment, steel, petroleum products, cement and
construction material

: MajorTrade Partners: Kenya, Uganda, Malaysia, China,

UAE
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Rwandan forces take part in
the Second Congo War,
which brings them into
conflict with Ugandan forces.

Rwandan Patriotic Front forces  The first election since the
leave the Congo, although
some Rwandan rebels remain (1990-1993) is won by Paul
until at least 2007.

Rwandan Civil War

Kagame and the RPF.
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Paul Kagame and the
RPF win a second
presidential election
with 93% of the vote.

STATUS OF THE MINING CODE
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The position of the Minister of State
in Charge of Mining was created in
February 2013 to prioritize the sector
as a key contributor to the develop-
ment of the national economy. What
milestones have you achieved during
this time?

We have drafted a new mining law, which
was approved by Parliament in February
2014. The new law is aimed at attracting
serious investors, increasing efficiency,
and improving value to boost revenues
from Rwanda’s minerals. In order to im-
plement this legislation, the Ministry is
putting new, easy to use regulations in
place that allow users to access to infor-
mation technology.

For instance, we have created an online
mining cadaster. This online tool is acces-
sible for people sitting in Sydney, Buenos
Aires, or Toronto to retrieve the mining
portal of Rwanda and see the opportuni-
ties available, the requirements for each
area, and updated preliminary geological
information. The Ministry seeks to use in-
formation technology to modernize how
it manage mining titles and use informa-
tion technology in everything we do. For
most people, Rwanda is about gorillas or
genocide. Very few know about its min-
ing opportunities. The modern mining
cadaster will help us communicate to the
international community.

Rwanda is largely underlain by the
Kibaran Orogeny rock system. One of
the first steps to increase investment
and productivity is to provide informa-
tion on the country’s geological com-
position. What has been done so far?

In 2013, the Rwandan government
invested €2 million to delineate and
quantify the mineral resources in four
Prospective Target Areas (PTAs). From

the results, we identified 11 new areas
within the four PTAs. This year the gov-
ernment is again investing almost €1.5
million to explore further these newly
identified areas as well as an additional
three PTAs. Ultimately, we will focus on
seven PTAs and are finalizing contracts
with two different consultancies that
specialize in geological exploration to
assess the quantity and type of mineral-
ization. We will conduct the classic geo-
chemical and geophysical mineral explo-
ration in the three remaining PTAs.
Within 12 months, we will release pre-
liminary results and by the end of 2015
we will present detailed reports to seri-
ous investors. This data will highlight the
mineral potential beyond tin, tantalum
and tungsten and include rare earth el-
ements, copper, zinc, cobalt, silver, gold,
precious stones, beryllium and lithium.
To make these minerals attractive for
larger investors, we are looking at merg-
ing projects. For instance, there are
companies looking at gold in southwest
Rwanda that are willing to bring in a pilot
plant to start processing the materials.

Rwanda boasts arguably one of
Africa’s best models for engaging
with artisanal and small-scale miners.
There are now proposed amendments
to the regulations for the artisanal
sector. Could you explain these?

The artisanal sector occupies more than
50% of the current mining industry.
What is not artisanal is semi-industrial.
Our vision is to move from artisanal to
organized, small-scale mining. The first
regulation is related to occupational
health and safety to reduce fatal activi-
ties. Surprisingly, our fatality statistics in
artisanal mining are small compared to
other countries, but it is still a problem.

Small steps such as ventilation, toilets
near the mine site, a place where ladies
and gentlemen can change their clothes,
protective equipment, first aid kits on
site must be taken. Secondly, we are
also asking miners to insure that all their
workers with health assistance.

Rwanda has a long-term vision for the
mining industry. We do not see the sec-
tor as a business for only five to 10 years.
Without proper statistics this will not be
possible, so we are focused on helping
our smaller miners accurately report
their resources in terms of reserves and
investments. To do this, we are investing
$2 million to train the local population
and in many cases bringing in expatri-
ates to help with mine management and
skills transfer. Part of this investment is
to develop Rwandan standards for es-
timating and reporting. If miners have
5,000 metric tons of tin resources, we
want to know if this is based on a stan-
dardized reporting system that is similar
to the standards used in South Africa and
Australia.

Do you have a final message?

Rwanda is open for investors. Although in
its infancy, Rwanda has good prospects,
and the Ministry is committed to provid-
ing the most up to date data. \We aspire
for the next Indaba to have passports
describing each area with an estimate of
the money and work needed to operate
there. The Ministry is open to meeting
with potential investors at Indaba and by
February 2015, we will have four to five
projects ready. We understand investors’
concerns and are ready to improve our
systems to make it suitable for the in-
dustry. The government does not have
a mine, so its role is to support the in-
dustry. e



Bordered by Uganda and the Democratic Republic of Congo to the north, Tanzania
to the east, and Burundi to the south, Rwanda is fast becoming the most attractive
business environment not only in East Africa but across the continent. The 2014
Word Bank Doing Business Report ranked Rwanda as the second easiest country
in which do to business in Africa, after Mauritius and surpassing South Africa. In

a global context, Rwanda now ranks 32nd out of 189 countries: boosted by radical
reforms, it is the most improved economy since 2005.

Pivotal in this success was the establishment of the Rwanda Development Board
(RDB), created to fast-track economic development in Rwanda by enabling private
sector growth. As a one-stop shop for all inves-tors, reporting directly to the
President, the RDB has streamlined systems, processes and created incentives

to promote investment in the sector. Our vision 2020 stipulates what needs to be

done for Rwanda to achieve this objective.

Recently, at the African Development
Bank (AfDB) annual meeting held in Kigali
(May 2014), Dr. Donald Kaberuka, AfDB
president said "Rwanda was chosen to
host this event because of its track record
as a champion of Africa's need for home
grown solutions.” Inspired by the un-
precedented growth seen in Sin-gapore,
President Kagame's 20-year rule has em-
ulated its Southeast Asian peer: improved
governance, fos-tered economic reform
and business development.

However, ambitious goals to achieve
the Second Economic Development and
Poverty Reduction Strategy (EDPRS II)
by 2018 - the home stretch to Rwanda’s
2020 vision - are premised on private sec-
tor investment to drive growth. This ag-
gressive medium-term strategy to ensure
that the country achieves middle-income
status by 2020 has earmarked the mining
sector as a major pillar to the country’s
economic development and a focal point
for international investment.

Currently, the mining industry is the sec-
ond largest foreign exchange earner, after
tourism reaching $226 million in exports
in 2013 with an aim to reach over $400

million by 2017 The sector has been grow-
ing at a rate of more than 10% year on
year since 1999. Mining's contribution to
GDP has historical been low, hov-ering
below 2%, but this is expected to in-
crease to more than 5% between 2017
and 2018. However, surpassing 2013's
figures will be unlikely due to low metal
prices ($80/Ib) and reluctance from down-
stream buyers to accept African material,
despite increased production. The latter
applies especially to tungsten and even
from countries, such as Rwanda, which
are not affected by conflict, driven by fear
of conflict min-erals despite the country’s
initiatives to implement a tracing and tag-
ging system, the ITRI Tin Supply Chain
Initiative (iTSCi), to track all minerals and
ensure that none are moved from conflict
zones into Rwanda, processed or resold.
Even small-scale mining companies and
cooperatives have adhered to the system.
Kamugwera Vestine, chief executive of-
ficer of Codemibu Mining Cooperative,
a tungsten producer in the Nyarugenge
district, Kigali Province has been working
with international buyers. “They help to
build our capabilities and skills to success-
fully manage the labor and environmental
challenges of the business....as well as
establish mechanisms and systems in
place to track minerals from the mine of
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As a result of this program, we received
our first sovereign credit rating three
years ago. Fitch Ratings has affirmed
Rwanda’s long-term foreign and local

currency Issuer Default Ratings (IDR) as

‘B’ with a positive outlook and because

of that we can go to the market and raise
money. Very recently, we launched our
first 10-year bond to the international
markets - with a very strong debut per-
formance. Investors are paying attention
to us.

- Clare Akamanzi,

Chief Operating Officer,
Rwanda Development Board.

b

origin throughout the supply chain,” ex
plains Vestine, who has seen a decline in
revenues, despite increased production
as a re-sult of the current stigma's at-
tached to Africa’s tungsten.

To achieve long-term mining targets, a
new mining law that was released earlier
this year in June 2014 aimed at enhanc-
ing investment into the mining sector. The

key change is the provision of new types of li-censes.
The new law takes into account the size of mineral
deposit and the scale of investment, replacing the
previous tenure of only five years for artisanal or 30
years for larger scale operations. Jean Malic Kali-ma,
president of the Rwanda Mining Association and re-
gional director for Wolfram Mining and Processing
has lobbied for this transition. “We are in favor of flex-
ible timeframes for the issuance of mining licenses to
enable small-scale miners to secure longer tenures
which will help increase their access to funding and
ul-timately profitability. The current mining licenses
were rigid, for five or 30 years only.”

The Ministry of State in Charge of Mining is focused
on several other key areas: collect and improve the
availability of geological data, move from an export
orientated industry to a production and processing
sec-tor, and introduce technology both at an admin-
istrative and operational level.

Little is known about the geological potential that
may or may not exist in Rwanda. To date, Rwanda has
been associated almost exclusively with the three Ts:
tin, tantalum and tungsten. Rwanda is largely un-
derlain by a series of rock types commonly referred
to as the Kibaran system, which extends through
northern Tanzania through southwestern Uganda,
Rwanda, Burundi, the eastern part of Democratic
Republic of Congo, Zambia and Angola. This rock
system contains numerous granite-related ore de-
posits, which are rich in minerals ores like cassiterite,
niobo-tantalite, wolframite, beryllium, spodumene,
amblygonite and gold.

To understand the geological composition of the
country, the government invested more than €2 mil-
lion to assess the mineral potential in four Prospec-
tive Target Areas (PTAs). The data identified 11 new
interesting areas within the four PTAs. This year the
government will again invest $2 million to explore fur-
ther these newly identified areas through geological
exploration, geochemical and geophysical surveys to
identify and assess the quantity and type of miner
alization within those areas. Indications reveal there
is potential in copper, cobalt, zinc, phosphorous and
semi-precious stones. Complete geological data is
expected to be available by the end of 2015 and will
be accessible through an online system for investors.
The availability of geological data should encourage
further foreign investment in a sector that is currently
largely made up of artisanal mining, producing far
below capacity due to lack of knowledge, skills, and
technology. The gov-ernment and industry are work-
ing with small-scale and artisanal miners to upgrade
existing sites and foster awareness around safety
and environment.

However, lack of financial capacity remains a critical
constraint and these small artisanal miners are in

IMAGE: Habatu and H&B Mining
con-stant lookout for potential joint ventures or partnerships with foreign
investors. The Rwanda Mining Asso-ciation has also been involved in the
classification of artisanal miners and small-scale miners to enable a formal
mining industry. “Small artisanal miners are contributing more than 50% of
the total mineral pro-duction per year in Rwanda and we need to empower
them to increase this. We have seen a lot of im-provement in this regard and
many small scale miners are moving towards a more formal and in some
cas-es semi-mechanized way of mining,” adds Malic.

Gaju Placide, managing director of Somicar and recently appointed as the
chairman of the Rwanda Mining Northern Province Association (RMNPA)
assists cooperatives in the region with the transition to more formal min-
ing operations. “We are responsible for promoting a professional mining in-
dustry for Rwandans and to maximize the economic potential of Rwanda's
mining sector in the northern province.” In order to achieve these results
“the RMNPA has plans to work with companies to build capacity on their
mines through various training sessions with a strong focus on safety. We
are currently building a deep mining training course center.”

Somicar located in Gakenke District in the Northern province has put steps
in place to enhance mechaniza-tion at the tantalite and cassiterite producing
mine. “We are focused on improving mining methods and the use of equip-
ment to increase production, modern mining and minimize manual labor
and environmental impact,” reinforces Placide.
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Leading the exploration and development
of mineral deposits in Rwanda.

H&R Mining Company and HABATU Mining Company

Address: F.O BOX 2178 Kigali Rwanda Tel: 250 TE8 307 349
E-mail: habamminingiagmail.com Web: www habatmininglid.co.rw



In parallel with the development of the sector, efforts are being made to
put in place international best practices related to green mining, part of the
EDPRS Il strategy. Even small-scale miners and cooperatives including Ha-
batu Mining Company and H&B Mining Company, tantalum producers in the
Rwamagana dis-trict have spearheaded the development of environmentally
sustainable practices. Hakizima Jean Bosco, owner and managing director
of Habatu Mining Company and H&B Mining Company explains, “the H&B
mining operations are close to a lake, so we have had to make provisions
which has meant inventing new technologies for us to use in order to create
a good model for environmental protection.” Having been in operation since
2008, the company is already semi-mechanized and has received assistance
from Mineral Supply Africa (MSA) a trading company dealing in Procure-
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We like to work in jurisdictions with good

governance and a reasonable amount of trans-

parency...being responsible investors, we need

to look at jurisdictions that are stable with low

risk; Rwanda is one of the best....they are man-

aging very well the resources that they have

and Rwanda will need a lot of help to ex-pand the
industry. The Minister is very committed to growing
the mining industry and investors need to take a serious
look.

- Ben Smit, Director, Director Pella Resources Limited and
Managing Director of Pella Rwanda Resources Ltd.

b

ment, Processing & Exporting of minerals. MSA trades with local miners,
mining cooperatives and mining companies as well as financially support
miners in order to increase the mining production of Rwanda.

Rwanda is well positioned to take advantage of the mineral wealth from its
regional rich neighbors. It is strategically located as the gateway between
East and Central Africa, with plans underway to fast-track re-gional inte-
gration in the East African Community. The Standard Gauge Railway (SGR)
project set to run from Mombasa to Kigali through Uganda and will reduce
the cost of doing business by decreasing the cost of transport. Although

E

TRADING SERVICES LOGISTICS
EXCELLENCE IN TRADING RWANDAN MINERALS

RADING SERVICES LOGISTICS
Adress: PO BOX 2294 Kigali Rwanda Tel: +250 758300659
Director: Nzaramba Dany E-mail: Tradingserviceslogisticsi@yahoo fr

Rwanda’s mineral ores are 100% exported as raw
mineral concentrates, current predic-tions indicate
there will be plenty of capacity for processing plants
to serve the region. Plans are already underway by
private sector players to build processing plants and
revive smelters with a regional focus in mind. Pro-
cessing plants to smelt cassiterite into tin, refine
wolframite and tantalite into tungsten and tan-talum
are needed. Phoenix Metal Ltd is currently upgrad-
ing a tin smelter expected which is expected to
come online this year, with the aim to be the first
conflict-free certified smelter in Africa.

Pella Rwanda Resources Ltd, another newcomer to
the market signed a $22 million deal with the Rwan-
dan government to undertake mining operations in
Rwamagana District in the Eastern Province with
the intent to build a processing plant in the later
part of this five-year agreement. “As an African-fo-
cused company, Pella Resources made a conscious
decision to get involved in tin as we did a couple
of years ago with rare earths in Burundi as well as
bauxite in Guinea. We believe that over the next few
years, tin will be a very attractive market...At the
moment there is a lot of conflict in the DRC where
the other big tin deposits are located. Therefore we
specifically targeted Rwanda, given that the country
is already a significant contribu-tor to the tin pro-
duction in Africa,” explains Ben Smit, Director Pella
Resources Limited and Managing Di-rector of Pella
Rwanda Resources Limited. We will be constructing
commercial scale facilities to process to a concen-
trate level and we will sell the concentrate to the
smelters. Our plans are to add about 25 percent to
the total tin production of Rwanda...we would like
to add 100 to 120 tons cassiterite per month to their
production by the beginning of 2015 and grow from
there”

Although the geological potential remains to be
seen, Rwanda undoubtedly boasts one of the most
attrac-tive business climate in the region for small
to large investors, the political stability and trans-
parency known to plague Africa’s continental growth
are absent in the land of a thousand hills. As the pri-
vate sector investment slowly increases and the ar
tisanal mining industry adopts sustainable technical
methodologies, the mining industry will continue on
its state of transition from a trading to a productive
and processing industry. Together, the Ministry of
State in Charge of mining and the Rwanda Develop-
ment Board have fos-tered an unrivaled investment
environment. If Africa’s Asian tiger can systemati-
cally address the gaps in geological data, skills de-
velopment and processing capacity, Rwanda will be
one step closer to the dynamic global hub for busi-
ness, investment and innovation that it endeavors
to become. ®
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West
Africa

With arguably more untapped mineral
wealth than any other region on the con-
tinent, West Africa was well poised for
significant investment and growth in its
respective mining sectors and broader
economies in 2014. It was not going to
be an easy task under the best circum-
stances. The global drop in commodity
prices negatively affected the region's
most prominent minerals including iron
ore, which had begun to excite more in-
terest than gold, the mineral for which
the region was previously renowned. In
addition, significantly underdeveloped
infrastructure, lack of reliable geological
data and a robust legislative framework
were all working against these jurisdic-
tions. However, the devastating impact
came from the worst Ebola outbreak
in history. Beyond the horrific human
cost of the tragedy, the outbreak has
bankrupted and halted many of the ma-
jor mining projects, especially in Guinea,
Sierra Leone and Liberia, the countries
most affected by the disease. Liberia
and Sierra Leone were just beginning to
gain a foothold and develop their nation,
while attracting international investment
after years of civil war and dictatorship.
Three countries from West Africa made
it to our top ten this year, including
Ghana, Mali, and Guinea. Ghana indis-
putably made it into our top ten min-
ing destinations. By now the fact that
Ghana is West Africa’s most mature and
developed mining jurisdiction should
not be news to any serious, informed
mining stakeholder. Today, the extrac-
tive industries of gold and oil, alongside
cocoa production, account for the bulk
of the country’'s exports and foreign
exchange. Furthermore, with 30,000
direct employees, the mining sector
was the source of 27% of the govern-
ment’s internally generated revenue in
2012; roughly 95% of that amount can
be traced back to gold. Africa's second
largest gold producer and West Africa’s
trademark mining jurisdiction can at-
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tribute its success to stable democratic
governance, sound legal and regulatory
framework and developed infrastruc-
ture, despite its current energy crisis.
The second country to make it into our
top ten is Mali, which is the third largest
gold producer in Africa and home to
substantial deposits of iron, phosphate,
marble, granite. Like Ghana, Mali is a
country where gold is king, accounting
for more than 70% of the country’s ex-
ports. In fact, its roughly 1.8 million oz
produced in 2013 placed it just behind
Ghana. However, the similarities be-
tween the two countries stop there.
Mali is landlocked, francophone, and
has had a functioning mining industry
for only 20 years. Mali's mining market
has been vastly more dynamic than
Ghana's over the past 10 years, growing
540% on aggregate. Moreover, since
1992, big gold mining names such as
Randgold and IAMGOLD were actually
born in Mali. Today, the country has
nine operating mines, seven open-pit
and two underground. Of course, Mali
has not achieved mining perfection
yet: recent unionized strikes at mines
such as Yatela and Sadiola have done
the sector no favors. Furthermore, ad-
equate power supply remains a key is-
sue in a country where the few active
hydropower plants are not able to cope
with an everincreasing demand and a
tainted perception from the coup d'etat,
even though it is far removed from the
area. However, the government has in-
troduced an attractive mining code and
incentives to stimulate mining activities
following the last coup. The target is to
double gold output by 2018.

Guinea was also rated among the top
ten investment destinations, albeit
the most underdeveloped of the top
choices. Guinea does not fall short on
mineral potential. It boasts one third of
the world's bauxite resources, as well
as the world’s largest undeveloped iron
project at Simandou, which contains
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more than 2 billion metric tons (mt)
of high-grade ore. The mistakes of the
past weigh heavily on the shoulders of
Condé’s administration and great efforts
have been made recently to mend the
wrongs of previous administrations.
Since 2010, the country has adopted a
new mining code and a comprehensive
mining contract review policy with such
players as Guinea Alumina Corporation
(GAC), a Mubadala/DUBAL joint ven-
ture, and Alliance Mining Commodities
(AMC) Bauxite. However, Rio Tinto PLC
has stopped work on a $20 billion iron-
ore mine deep in territory hard hit by the
virus. While it is unlikely we will see a
bounce back in 2015, there is a certainly
a long-term view for Guinea and for its
iron-ore, when the country regains its
footing we should expect big things.
All eyes are on Guinea as discussions
around taxes and state ownership con-
tinue.

The West and Central African coun-
tries such as Ghana, Gabon, Republic
of Congo, Cameroon, Liberia, Guinea,
Cote d'lvoire and Sierra Leone contain
some of the world's largest, untapped,
high-grade iron ore and gold deposits.
There is a phenomenal rush of mining
interest in this region, and we eagerly
await what will come next.

North
Africa

Despite the region's focus on oil and
gas, it is impossible to ignore North
Africa's potential influence on the min-
eral output of the continent moving for-
ward. However, since the start of the
Arab Spring at the end of 2010, political
instability has plagued the region and
investors have remained cautious. Al-
though none of the countries in North
Africa is represented among the top
ten, we have elected Morocco as the
up and coming mining investment des-
tination in the region and an important
jurisdiction to watch.
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Morocco's democratic tendencies and
soft monarchy have made the country
a safer harbor for regional investment,
as they have shifted money from Libya
and Egypt. In recent years, mining in
Morocco has flourished: accounting for
as much as 35% of the country's for-
eign trade and 6% of the country’'s GDP.
Around 75% of global phosphate re-
serves are located in Morocco and 85%
North Africa. The majority of the area’s
mined phosphates are used in the
production of fertilizer. More recently,
the country has seen several foreign
resource exploration companies enter
into the market. Morocco's efforts to
attract mining investment including the
drafting of a new mining code and in-
vestments to upgrade the nation's infra-
structure and as a result of this stability
have placed it on our radar.

Two important mentions in the region
are Mauritania and Egypt. Mauritania's
iron ore potential is undeniable and
significant investments have also been
made in gold and copper. The National
Industrial and Mining Mauritanian Com-
pany (SNIM), has become one of the
ten largest iron ore producers in the
world and the second largest employer
in the country after the state. However,
dealing with the national company has
been anything but easy. SNIM recently
opened up to foreign investors after
two long years of negotiations with
Glencore. Furthermore, an amendment
in 2012 to the 2008 mining code has
not instilled a sense or transparency
amongst investors and hesitations
around a sound legal framework gov-
erning the sector still remain.

As a result of the lack of mineral explo-
ration, Egypt holds significant poten-
tial for further large-scale discoveries.
Today, several foreign investors have
a presence including Alexander Nubia
International and Centamin. The United
Kingdom has repeated its commitment
to helping Egyptians rebuild their coun-
try and called economic revival the key
to Egypt's security and democracy.
However, the political landscape and re-
ality in Egypt has changed dramatically,
and time is needed rebuild the country
and its reputation. e
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Ghana

Ghana, a former British colony, is

seen by many as the success story

of West Africa. Multiparty

democracy has been functioning

well since John Rawlings

reintroduced it to the country in
1992. Sensible macroeconomic policies combined with an
oil and gas boom has seen the country enjoy consistently
strong economic growth for the past 30 years. In the
mining industry, Ghana is a globally significant producer of
gold and diamonds (by volume), and also produces bauxite,
manganese, and silver.

GDP GROWTH (%)

SOURCE: WORLD BANK, EIU
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Population: 25,758,108
Land Area: 238,533 sq km
Official Language(s): English
Capital: Accra
Chief of State: President John Dramani Mahama
Head of Government: President John Dramani
Mahama
GDP (PPP): $90.41 billion (2013 est)
Growth Rate: 7.9% (2013 est)
GDP per Capita: $3,500 (2013 est)

ic Sector Breakd s agriculture: 21.5%,
industry: 28.7%, services: 49.8% (2013 est)
Exports: $13.37 billion (2013): oil, gold, cocoa, timber,
tuna, bauxite, aluminum, manganese ore, diamonds,
horticultural products
Imports: $18.49 billion (2013): capital equipment,
petroleum, foodstuffs
Major Trade Partners: China, France, United States,
Italy, Nigeria, Netherlands
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Jerry Rawlings is reelected
president with 57% of the vote
in an election described as free
and fair by observers.
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Kufuor, again running with
the New Patriotic Party,
wins a second term in
presidential elections.

A major offshore oil
discovery is announced by
Tullow Oil, promising an
economic boom for Ghana. president.

John Atta Mills of the National
Democratic Congress wins a
close election to become
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INTERVIEW WITH

Benjamin Aryee

Minerals Commission Ghana

The year 2013 saw a downturn in
global gold markets. How badly was
Ghana impacted?

Mining, and particularly gold mining,
has always been extremely important
for Ghana. Consequently, whatever
happens to gold has a clear and direct
impact on the Ghanaian mining industry
and the national economy. The gold price
decline decreased production by about
15% in 2013. Furthermore, Ghanaian
national revenue suffered and unem-
ployment increased, as several mining
companies reduced the number of their
employees: it is estimated that, in 2013,
between 2,500 and 4,000 people lost
their jobs in the nation’s mining sector.
Unfortunately, we are expecting these
negative trends to continue in 2014: the
problem is that the mining companies’
reactions to fluctuations in the interna-
tional market are not constant. During
the downturn, the private sector tends
to shut down rapidly and drastically.
During the upturn, the time to restart in-
vesting is much longer. There is no sud-
den reaction, because people want to
see if the positive market conditions are
sustainable. The downturn also caused
a severe reduction of exploration work.
These factors combined to show us
that, unfortunately, there will not be any
dramatic increase of mining activities
over the next two to three years, as the
industry will still be recovering from the
2013 gold shock.

Why did the PMMC construct a gold
refinery and what other strategies
will strengthen Ghana’s mining sec-
tor?

The reasons behind constructing a gold
refinery in Ghana go deeper than simply
producing refined gold: it also estab-
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lished linkages between the gold in-
dustry and other economic sectors. We
mine bauxite but import alumina: having
refineries would lead to the formation
of integrated industries, which would
diversify our economic scope, while
creating more employment to offset the
gold sector's jobs cuts. By further inte-
grating mining into the economy and
encouraging auxiliary activities, we are
growing more resilient against global
market trends.

Ghana still has tremendous undevel-
oped potential: for example, we have
proven limestone reserves in the north
that are not being utilized. Furthermore,
we have an untapped solar salt market,
which could serve multiple purposes.
First, solar salt could be interfaced very
easily with a variety of industries, espe-
cially with the oil and gas one. Second,
the current West-African regional sup-
ply of salt is currently being imported
from Brazil and Australia, so we could
easily tap into that channel, providing
a cheaper, local product. Third, we are
looking at a renewable resource, which,
if managed properly, would be a major
economic activity generator.

Could you provide us with some key
updated statistics regarding Ghana's
mining sector?

It is estimated that 30,000 people are
employed by the mining industry in
Ghana. In 2012, the whole mining sec-
tor contributed 27% of all internally
generated government revenues, but
that figure will end up being consid-
erably lower for 2013. The production
decline of 15%, alongside the gold
price decrease of about 20% has sig-
nificantly impacted governmental rev-
enues. In 2013, Ghana's gold production
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equated to roughly 4.0 million ounces,
as opposed to the 4.3 million ounces of
2012. Meanwhile, diamond production
has been steadily decreasing, in the
absence of an industrial player on the
market: from one million carats in 2005,
it went down to a low of 215,000 carats
in 2012; nonetheless, GCDGL is mak-
ing considerable progress and its op-
erations should considerably increase
Ghana's diamond output. Bauxite has
been swinging up and down, with re-
cent values at around 600,000 metric
tons (mt) annually; finally, manganese
production has consistently hovered
around 1.5-million mt per year. However,
gold remains the quintessential actor of
Ghana's industry, accounting for about
95% of the sector's revenues.

What would be your final message?
Mining is a long-term investment, and it
cannot simply be shut down. As a min-
ing investment destination, Ghana has
been tried and tested, while constantly
proving itself in terms of governance
and commitment to the industry. The
authorities are aware of the sector’s
importance and determined to partner
with private players to ensure a win-win
situation. Recent times have brought
change, but change is an integral part of
evolution.
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Guinea

The former French colony of Guinea
was ruled for three decades after
independence by president Touré.
After his death president Conté took
power, who died in 2008. Since then

Guinea'’s political system has
consisted of coups, one successful election in 2010,
attempted assassination, and widespread protests in
2013. The mineral industry accounts for over 25% of
Guinea’s economy: the country is a globally significant
producer of bauxite and diamonds, and also has gold, iron
ore, manganese, nickel, and uranium potential.

GDP GROWTH (%)
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Population: 11,474,383 (July 2014 est)

Land Area: 245,857 sq km

Official Language(s): French

Capital: Conakry

Chief of State: President Alpha Conde

Head of Government: Prime Minister Mohamed Said
Fofana

GDP (PPP): $12.56 billion (2013 est)

Growth Rate: 2.9% (2013 est)
GDP per Capita: $1,100 (2013 est)
E: ic Sector Breakd agriculture: 22.9%,
industry: 46.5%, services: 30.5% (2013 est)

Exports: $1.31 billion (2013 est): bauxite, alumina, gold,
diamonds, coffee, fish, agricultural products

Imports: $2.384 billion (2013 est): petroleum products,
metals, machinery, transport equipment, textiles, grain
and other foodstuffs

Major Trade Partners: Chile, China, Spain, Netherlands,
India
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A quarter of Guinea's

Rebels begin incursions  Constitutional President Conte wins a Alpha Conde, head Massive strikes and ~ Conte dies and the Alpha Conde is declared

armed forces mutiny over in Guinea's border amendments lengthen third presidential term,  of the main violent protests occur, military siezes power, the winner of
low pay and set the regions, in action that presidential term limits, although elections are  opposition Guinean leading to Conte installing Captain presidential elections
presidential palace on fire. will eventually cause leading to criticisms of boycotted by the People's Rally, sacking several Moussa Dadis overseen by the military

massive displacement. president Lansana Conte.  opposition. returns from exile.  government figures.  Camara as president. junta
STATUS OF THE MINING CODE MINE PRODUCTION TRANSPARENCY INTERNATIONAL
APPROVED (2013) SOURCE: BRITISH GEOLOGICAL SURVEY ST CORRUPTION PERCEPTIONS INDEX
= in mt unless otherwise stated : SOURCE: TRANSPARENCY INTERNATIONAL
Coicorarellncomells SI0% B i 17400,000 i RANK
Mineral Royalties 2-10% . 180
A & Alumina 245,000

State Participation 15%
Diamond** 266,800 - o °

*free interest - possible revisions would give the state the right to Gold*** 14.723 160 =

purchase an additional 20% ’ h .

Salt 15,000 =

ALL-IN SUSTAINING COSTS ($/0Z AU)

SOURCE: BANRO CORPORATION Q3 2013 FINANCIAL STATEMENT

1036

AISC is based on the World Gold Council's guidance note of June 2013 and is
a metric including all costs related to production plus costs related to
sustaining production. Country values represent the average from those
companies who make this information available, and is taken from Q3 results.

INFLATION

SOURCE: WORLD BANK

2013 11.9%

**in carats ***in kilograms

140

120

100

I I I | I I
2009 2010 2011 2012 2013 2014

MINING SECTOR CONTRIBUTIONTO GDP

SOURCE: AFRICAN ECONOMIC OUTLOOK

008 24.3%
03 21.6%

These values do not include artisanal mining. Revenue Watch places mining's
contribution to GDP at around 20%

IBRAHIM INDEX OF AFRICAN GOVERNANCE

SOURCE: MO IBRAHIM FOUNDATION

AFRICAN AVERAGE ~ ® GUINEA SCORE

60
50
40—~ \//_\/
%0

2005 2007 2009 2011 2013

INFRASTRUCTURE INDICATORS

SOURCE: UIC, IEA, CIAWORLD FACTBOOK
Railway - km/10,000 km2

Roads - km/1,000 km2

I

® GUINEA AFRICA ® WORLD

7

262
Electricity - kWWh/capita (gross production + imports - exports - losses)

3076
1% 251 751 1001

BUSINESS ENVIRONMENT RANKING

SOURCE: WORLD BANK, IFC, HERITAGE INSTITUTE, WEF

Name (out of)
2012 2013 2014
Doing Business Rank (189)
179 175
Index of Economic Freedom (177)
137 133
Global Competetiviness Report (148)
141 147

105|



L]
'0 Senegal

GEQUOGICAL DATA. FROM BRGM - LAT/LONG WRS34

My drafted by Sanishs de Siabensyfh & Dowid Byme - Corviribysons by
Mok (hwvasie Bevsal - A rights. ressrvad SEAES EXPLORATION

ML - 2 BN - e R N BN G

warn sems-axplorationcom

bt Eristing [ Sediment

‘w God resources {57 Volcanic fesic

5 Closed (B Velcanic mah:
(3 Prtomic fsisic

(THER MINERALS B Putonic manc

ax Existing mines

o Projects

¥ Closed minas

™. Geslogcal boundary certzin

m Coaniry Borders B Water area

O |

—_—
w +@ JRL]
.

MESIIOC
() Sediment
(55 Volcanic febsic
.\Hﬁml:. mahc
(BB Prutenic beksic
.ﬁmn mafic
.I.Ieiamuphu:

PALEZRIC
() Sedunant
) Quattsie

) volcarn: foksic
I ko mafic
) Putonic folsic
8 Futonic makc
[ [

ems

PLORATION

PROTEROZMC
() Sediment

3 Duartate
E'lkl;m:id&c
W Vedcnic malic
(] Putome febsic
[ Putonic mafic
() Meiamorphic
I Arrctibite

THE AFRICAN GEOLOGICAL §

KRCHEAN
() Voicanic felsic
B Voicanic mafic
B Piotonic toksic
B Ptonic malic
B wetamorhic
. Amphixite

CONSULTANCY GROUP

MACIG 2015

His Excellency,
Kerfalla Yansané

Minister of Mines
Guinea

You came into office in January 2014.
In what state did you find the Min-
istry and Guinea’s mining industry?
Based on recent internal assessments,
we have concluded that we need to im-
prove the management of the Ministry
of Mines and, more generally speaking,
of Guinea’s mining sector. We are trying
to send a better image to all key stake-
holders, as the mining sector should
be a pillar of the country's economy.
We found that people were demoral-
ized about the state of the industry. We
are trying to provide new energy to our
staff, and, implicitly, to the sector's com-
panies.

In April 2013, Guinea revised its
Mining Code. What were the main
changes?

The revision of the Mining Code was
based on three key npillars: stability,
transparency, and win-win relationships
between the government and the pri-
vate sector. There was a stringent need
to ensure the transparency of our in-
teraction with companies, so we made
it mandatory to publish all contracts
online, creating a level-playing field for
everyone. Moreover, we are looking to
create a functional relationship with the
civil society, and to explain what we are
doing and that we are committed to the
EITl procedures. We want to send out
a positive signal to mining companies —
we will create an investorfriendly envi-
ronment, allowing them to make profits,
but, in the same time, we require their
help in developing our economy. Guinea
faces global competition from countries,
such as Indonesia and Australia, to ex-
port iron ore and bauxite reserves to the
main end-market, China. We are draft-
ing a tax system to help companies in

Guinea compete better.

The ability to involve national SMEs
into large-scale mining activities is
essential for the development of the
economy. What are the local content
policies and how are you building lo-
cal capacity?

We are presently organizing specialized
local content workshops in partnership
with the IFC — we want to ensure that
the mining activities also bring benefit
to local SMEs. However, we first need
to augment local capacity, as we do not
wish to force miners to have contracts
with unprofessional companies. The
Ministry of Mines is collaborating with
the Ministry of Vocational Training to in-
crease the number of programs that can
help develop the skills needed to work
in the mining sector. There are jobs that
cannot be filled by Guinea’s local labor
market but certain mining works should
be allocated to indigenous businesses
because that is the only way in which
the national mining service sector can
develop. We are putting in place incen-
tives to collaborate with Guinean com-
panies.

What is being done to improve the
power supply situation?

Energy is an issue, but Guinea is the
water tower of West Africa. We have
more than 150 sites that are suitable for
hydro dams and are currently building
the Kaleta hydropower station in collab-
oration with our Chinese partners. The
project should be completed by mid-
2015, thus offering more supply options
for mining companies. We also have
plans for two other major sites, which,
once completed, will provide energy do-
mestically and to neighboring countries.
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What factors make Guinea an attrac-
tive mining destination?

The quality and quantity of Guinea's re-
sources is indubitable. We have almost
one third of the world’s bauxite deposits
and possess the largest undeveloped
iron ore project, Simandou. Additionally,
as more power supply comes online,
we will be able to develop a variety of
activities linked to the mining sector,
exporting raw materials and processed
ores. We have political stability and a re-
spected and visionary administration, all
of which make Guinea a very interesting
investment destination.

Guinea’s recent mining history has
had its share of controversies. What
is the Condé administration doing to
restore investor confidence and what
does the future look like?

When | came into office as the Minister
of Economy and Finance, inflation was
at 23% to 25%, and the fiscal deficit
over 10%. Three years later, inflation
dropped below 10%, and the fiscal
deficit below 3%. This macro-stability is
very important, along with the country’s
political stability and regulatory frame-
work (new Mining Code). Last year, we
signed a contract with Chinese investors
for more than $6 billion; in parallel, we
signed a bauxite/alumina contract with
an Abu-Dhabi consortium for $5 billion.
Our undeveloped Simandou project is
worth approximately $25 billion. The gov-
ernment is working hard to complete the
mining contract reviews with the likes of
RioTinto by the end of 2014. 2015 will be
an extremely productive year for Guinea.
We hope that the mining sector will con-
tribute more to the country’'s economic
and political stability and that it will pro-
vide domestic industrial diversification. ®
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Mali is a country of outstanding
history: it is the site of the legendary
Timbuktu, a centre of Islamic
learning. Successful elections in
2002 marked a period of political

and social stability for the country, however in 2012 Tuareg
rebels briefly took control of northern Mali. Mali's mining
industry produced gold as a principal commodity, and also
phosphate and semiprecious stones. Vast undeveloped
resources include bauxite, chromium, copper, gypsum,
iron ore, lead, lithium, manganese, nickel, niobium, silver,
titanium, uranium, and others.
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Population: 16,455,903 (July 2014 est.)
Land Area: 1,240,192 sq km
Language(s): French
Capital: Bamako
Chief of State: President Ibrahim Boubacar Keita
Head of Government: Prime Minister Moussa Mara
GDP (PPP): $18.9 billion (2013 est)
Growth Rate: 4.8% (2013 est)
GDP per Capita: $1,100 (2013 est)

ic Sector Breakd : agriculture: 38.5%,
industry: 24.4%, services: 37.1% (2013 est)
Exports: $2.577 billion (2013): cotton, gold, livestock
Imports: $2.895 billion (2013): petroleum, machinery and
equipment, construction materials, foodstuffs, textiles
Major Trade Partners: China, France, Malaysia, Senegal,
Cote d'lvoire, India
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Former President Moussa Traore
sentenced to death on corruption

Peace agreement with
Tuareg tribes leads to

Konare appoints former ~ Amadou Toumani Toure
International Monetary  elected president by

The ruling coalition, Alliance for Military officers depose President Toure ahead
Democracy and Progress (ADP),  of the April presidential elections, accusing him

return of thousands of

charges, but has his sentence commuted Fund official Mande
refugees. to life imprisonment by President Konare. Sidibe prime minister.

allegations of fraud.

landslide. Poll is marred by strengthens its hold on
parliament in elections.

of failing to deal effectively with the Tuareg
rebellion. African Union suspends Mali.
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INTERVIEW WITH

Abdoulaye

President
Chamber of Mines, Mali

In a time frame of little over 20 years,
Mali has become an African gold
powerhouse, and the continent’s
third largest producer of the ore.
Could you tell us more about how
this performance was achieved?

In order to understand Mali's mining
present, one has to look at the indus-
try's historical evolution. Since gaining
independence, Mali has seen three
different regimes. The First Republic,
which lasted between 1960 and 1968,
had a purely socialist character; the
country's riches belonged to the people,
not the individual, and no mining code
was elaborated. In 1968, the regime
was overturned by a coup d'etat, which
gave birth to Mali's Second Republic.
The military regime adopted a slightly
more liberal approach, but, in essence,
maintained its strong socialist back-
ground. Mali strengthened its ties with
the USSR, and intensive exploration
work was undertaken, but only two
concessions were considered for devel-
opment and only one, Kalana, became
a state-owned mine, operated in collab-
oration with Russian help. Still, Mali's
mineral potential remained far from
properly developed. Finally, in 1991,
after another coup d'etat, the coun-
try’s Third Republic emerged, and Mali
switched to a true liberal economy. In
1992, Mali's first mining code was pro-
mulgated. (The mining code has been
amended twice since, in 1999, and in
2012 — mining companies are given the
option of choosing the version that suits
them best). Subsequently, international
mining giants such as BHP Billiton,
Goldfields, and Anglo started coming
to Mali. Shortly after, in the mid-1990s,
the first private sector mine was inaugu-
rated, at Syama, Sadiola, Yatela, Morila,
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and Loulo followed. Today, Mali has ten
operating gold mines (out of which eight
are open-pit, and two underground) and
has became Africa’s third largest gold
producer. Moreover, along the way, the
country served as a home-base and cra-
dle for international gold powerhouses
such as IAMGOLD and Randgold.

Mali is overwhelmingly gold-reliant.
What are the country’s options to
diversify and what measures are
needed to develop other resources?
Although it is dependent on gold, Mali
has good potential for developing other
minerals. However, this boils down to
the country’s energy deficiencies: gold
mining is not as energy-intensive as,
for example, bauxite mining, where the
transformation of bauxite to alumina
requires temperatures of up to 1,800
degrees Celsius. Mali does have phos-
phate, bauxite, manganese, nickel, and
even rare earths, but it does not have
the necessary energetic infrastructure
to handle their development. A solution
would be the development of nuclear
power plants, since we already have
good uranium deposits, but this plan
would attract considerable international
pressure. Another obstacle is water
supply, as we cannot risk contaminat-
ing the Niger River. Our hydropower
potential provides a decent option, but,
ultimately, it cannot support new large
developing sectors by itself.

How was Mali impacted by last year’s
gold market downturn and how does
the country’s mining future look?

Mali has several features that allow it
to keep expanding its mining activities.
First of all, the abundance of gold in the
country is unquestionable: the Birimian
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rocks are a geological formation that
spreads across 600,000 square kilo-
meters. Moreover, we are blessed to
have both oxide and sulfide deposits —
what that means is that we have good
nearsurface resources, as well as good
underground ones. Because it is a new
industry, which has many young mines
that are open-pit, Mali is able to keep
its production costs low. Ghana, for ex-
ample, has been mined for more than
a century. Its mines are deep and un-
derground, and, in turn, that means
high production costs that can surpass
$1,000 per gram (g). Mali, on the other
hand, still has plenty of operations that
are running opex of around $700/g. At
a price of $1,300/g, we are still a viable
solution whereas Ghana is not. Hence,
Mali's production did not slow in 2013,
registering 45 metric tons of gold, and
two or three new projects should be
launched in 2014. Considering our up-
ward trend (13 projects total in develop-
ment) and Ghana's downturn, we could
become Africa's second largest gold
producer in the future. ®
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The Role of SEMS
Exploration Ground

Geophysics in

Developing

an Exploration Target
Model in West Africa

Harry van den Berg (geophysicist)

With decreasing profit margins and
dwindling sources of external funding,
mining and mineral exploration compa-
nies should now be even more selec-
tive than before about where and how
they invest their money. Often a min-
ing company's first attempt to improve
efficiency is to reduce its exploration
budget.

Where recent (post 2000), high quality
regional airborne magnetic and radio-
metric data are available, a follow-up
“detailed” airborne mag-spec survey
may not always significantly add to the
geological or geophysical evidence for
conceptualised targets. Furthermore,
regional airborne surveys are likely to
cover a larger area than is required by
the company which may result in the
delineation of too many targets, based
on a possibly underdeveloped geologi-
cal model, for the exploration team to
reliably assess.

In the real world we are faced with un-
certain favourable or unfavourable a-pri-
ori characteristics for target models so

geological guidance is required to help
direct exploration and to optimise a
geophysics program. Thus, initial (re-
gional) target models are grounded in
and validated by geo-logical experience
from earlier exploration successes in
similar settings.

Geological mapping, artisanal mining
and soil/auger geochemistry are used
to develop a greenfield exploration
target model. In combination with ge-
ological mapping, regional geophysics
and its derivatives usually provide suf-
ficient evidence for a structural analysis
through the mapping of magnetic (and
radiometric) lineaments and their clas-
sification into faults / shear zones and
fold axes. From this information target
zones and / or shallow drilling programs
may be refined; for example, the poten-
tial for gold mineralisation is often as-
sociated with interpreted thrust faults
and fracturing along strike slip faults
or related dilatational transverse struc-
tures. Fault zones may also appear as
magnetic lows caused by magnetite
destruction. These are all features that
may be identified using regional geo-
physical data and quantified through
profile analysis and modelling of dis-
creet anomalies.

REGIONAL FEATURE ARTICLE

Enhancement of the exploration target
model usually requires ground truthing
and the assessment of additional pa-
rameters such as a target's electrical
properties. Electric properties are usu-
ally obtained through airborne elec-
tro-magnetic surveys or ground electric
resistivity and induced polarization (IP)
surveys. For ground surveys, specifica-
tions such as line spacing, electrode /
sampling interval, and depth of inves-
tigation are largely determined by eco-
nomic constraints and physical charac-
teristics of the sought-for deposit such
as its size, shape and depth.

In the search for Au targets the most
common line spacing for ground IP
surveys in West Africa vary between
100 meters (m) to 200 m. However,
SEMS has observed there is a con-
siderable variance in the selection of
electrode spacing, measurement pro-
tocol and interpretative products used
by exploration companies. A compar
ison between time domain AEM and
ground electric surveys has shown that
inversion results to depths of 120 m
for conductivity/resistivity correspond
quite well if one ignores averaging due
to differences in sample spacing and
the effect of conductor dip which may
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result in an apparent horizontal shift of
anomaly.

In the same comparison neither
method was able to show any correla-
tion between known Au mineralisation
and anomalous signal decay (Tau for
AEM & IP for ground electric). Results
for both methods were spatially inco-
herent indicating that disseminated sul-
phides, that may be associated with Au
mineralisation, are not homogeneously
present in large enough quantities to be
detected. It is worth mentioning that
another useful product from conduc-
tivity inversion is the determination of
a bedrock profile / depth of weathering
that is often used to indicate a change
in lithology.

Py N

Geophysical technician at IP measuring station for 800m
electrode spread

Geophysical Technician and geologist on a combined VLF
& ground magnetic survey in northern Cote d'lvoire

Based on these observations the de-
velopment of target models from AEM/
ground electric surveys is limited to
‘feature picks’ associated with stronger
conductors and magnetic lineaments
that are believed to represent locations
with more Au mineralisation potential.
However, it is possible to optimise this
type of conductivity survey, to achieve
greater returns on investment, by in-
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creasing data point density and using
a single array protocol that also allows
inversion of conductivity and IP data.
The state of the art ABEM Terrameter
units deployed by SEMS utilise 10 m
electrode spacing in a gradient array
mode that allows full 2D or 3D inver
sion of conductivity and induced polar
ization records and produces images
to depths of 120 m. These results
have been achieved by SEMS on IP
surveys recently completed in West
Africa where the improved resolution
has identified narrow (<5 m), possibly
mineralised, faults and fractures within
granitic intrusions under thick (30 m to
50 m) saprolite. Such results are not
achievable with the conventional 25 m
to 50 m electrode spacing dipole-dipole
surveys that are commonly deployed
by companies exploring for gold in
West Africa. The dipole-dipole surveys
also take longer to complete and are
more expensive than the SEMS ABEM
solution.

Better defined target models allow
Exploration Geologists to focus on
their highest priority targets with con-
fidence. Improved target selection at
an early stage also allows a company to
relinquish ground with confidence. This
in turn leads to a more efficient use of
the company’s exploration budget and
thereby gives investors an improved
chance of success.

At SEMS our mission is to apply the
best available geophysical technology
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to give the highest resolution results
and identify prioritised targets at no
additional cost to the client. We also
field a GEONICS VLF transmitter with
the GEMSYS ground VLF system that
consists of two coils mounted on a
backpack all linked to the main console
of Proton, Overhauser, or Potassium
continuous recording magnetometer
units. e

Should you wish to know more about
the geophysical capabilities of SEMS
you may contact harry.vandenberg@
sems-exploration.com
www.sems-exploration.com
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: Population: 32,987,206 (July 2014 est)
i Land Area: 446,550 sq km
Language(s): Arabic (official), Berber languages (Tamazight
official), Tachelhit, Tarifit), French (often the language of
business, government, and diplomacy)
Capital: Rabat
Chief of State: King Mohammed VI
Head of Government: Prime Minister Abdelillah Benkirane
: GDP (PPP): $180 billion (2013 est)
* Growth Rate: 5.1% (2013 est)
GDP per Capita: $5,500 (2013 est)
E ic Sector Breakd agriculture: 15.1%, industry:
31.7%. services: 53.2% (2013 est)
Exports: $16.78 billion (2013): clothing and textiles, electric
components, inorganic chemicals, transistors, crude minerals, fertilizers
(including phosphates), petroleum products, citrus fruits, vegetables, fish
Imports: $38.66 billion (2013): crude petroleum, textile fabric, telecommunica-
tions equipment, wheat, gas and electricity, transistors, plastics
Major Trade Partners: France, Spain, China, Brazil, United States, India, Saudi Arabia

Morocco

Morocco is home to an incredible

diversity of cultural and historical

influences. Politically, it was arguably

the least affected by the “Arab

Spring” protests: promises of
reforms seemed to maintain political stability, although
there are complaints that these promises have not been
delivered on. The mining industry is long established with
favourable investment terms, is a globally significant
producer of phosphate, barite, cobalt and flourspar, and
also produces a range of other minerals.

GDP GROWTH (%)

SOURCE WORLD BANK. £1U ® BYYEAR 5-YEAR AVERAGE *projected
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Spain and Morocco agreed to King Hassan Il dies at age  More than 40 people killed when suicide  Free trade agreement with the Parliamentary elections held, with  King appoints new government
build a channel tunnel under the 70. His son, Crown Prince  bombers attack several sites in US comes into effect. It follows the conservative Istiglal party, a following a power-sharing deal
Strait of Gibraltar. The plan was ~ Sidi Mohammed, takes Casablanca, including a Spanish Washington's designation of member of the ruling coalition, forged by Prime Minister Abdelila
for 3 tunnels at a cost of $4 bil.  throne as Mohammed VI.  restaurant and Jewish community center. Morocco as a major non-Nato ally. ~ winning the most votes. Benkirane
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Amina
Benkhadra
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Director General
ONHYM

ONHYM is the governmental body focused on building on known deposits  be introduced. First, we have expanded
charged with overseeing the devel- and on exploring areas near the sub- the definition of mines. More busi-
opment of Morocco’s mineral and surface. Since the 1990s, ONHYM has nesses will now qualify as mines and
hydrocarbon industries. Could you focused on conducting deep geological fewer will be categorized as quarries.
please provide us with an overview surveying and exploration, which has The governance of quarries falls under

of your organization’s history? produced success at the Hajar deposit a separate code and administration.
The National Office of Hydrocarbons and Akka gold mine. Second, we have introduced a larger ex-
and Mines (ONHYM) was established ploration area: previously exploration ac-

on 17 August 2005 by the merger of At present, ONHYM has 32 projects tivities were confined to an area of four
the Bureau of Research and Mining under exploration for development. square kilometers. Companies will be
Participations (BRPM) and the National What strategy has ONHYM used to given two years to explore their areas,
Office for Research and Petroleum Ex develop this portfolio of projects? with an option to renew their leases.
plorations (ONAREP). Since its estab- ONHYM has focused on developing a Permitting will be conducted thereafter.
lishment, in 1928 for the BRPM and in  diversified portfolio, offering projects in  Third, under the new code, minimum
1981 for the ONARER these two organi- base metals, precious metals, and in- capital expenditure requirements will be
zations have been pioneers in Morocco dustrial minerals. The risk heavy nature  enforced on permits, which will ensure
and have benefited from a high reputa- of mining necessitates this strategy. Al- that exploration is carried out.
tion among international operators. ON- though base metals and precious met-
HYM seeks to build upon the work of als are often a sure bet regardless of How will Morocco’s mining industry
these two organizations, bringing with it economic conditions, industrial metals develop over the next ten years?
new momentum and a new strategy in  require a connection with an end user. | hope that the treatment of artisanal
line with government guidelines. This in-  Rare earths, in spite of their importance  mining in Morocco (CADETAF) is re-
volves cultivating expertise in research to the global economy, are more difficult  vised, as there is the possibility for large
and developing partnerships to produce to develop. While Europe cannot con- discoveries of lead and zinc in Morocco’s
the country's natural resources, both in  tinue to depend on China, which has a artisanal mining region. | would also
minerals and hydrocarbons. monopoly on the supply of rare earths, like to see several mines result from
the technology required to develop rare ONHYM'’s current work. Mining has an
How successful has ONHYM been in earths is not readily available. The devel-  important role to play in our economic

accomplishing its goals? opment of labs will play an important development. Mines result in jobs, build
ONHYM has become recognized for its  role in determining the feasibility of Mo- infrastructure, and construct schools.
competence and its technical knowl- rocco's rare earths. International companies should come
. edge in particular. This is evident in to Morocco and assist us in our work,
ceNazOC MESHIRIE PALESIBI PROTERAZNIE ARCHEA our exploration partners in oil and gas, As the former Minister of Energy accelerating exploration and aiding us in
() Seiment () Sedment [) Sediment () Sedment () Voianic tesic which include Chevron and BE and min-  and Mines, you played an important making discoveries.
() vocaric tpsic [ Volcanic foisic [ Quarizite £ (uartzite B voizaric ahe ing, such as Newmont. ONHYM has role in the development of a new re-
B i mafic [ ocanicmabe ([ Voemic fesic () Vodcanic febic [ Putonic fekic crafted the platform upon which the source strategy for Morocco. If the
) Putonic fekic @ Putoic feisic [ Vocmcmafic (@) Vocnic mafic ([ Putonic mafie | - future of our country’s natural resource  bill is approved in Parliament, what
@ runcmaic @ Putoicmaic @@ Puonicfeisc [ Prtoncieisic ([ Metamornc IL sector will be built. changes will we see in Morocco’s
@vewmophc  @Puonicneic (D Pumcraic [ hmohioiee ‘\,, mining industry?
Wi @ Vet =m w What challenges remain to develop Our overarching goal in developing a
EECLOGICAL (WIA FROM BAGA - LAT/LONE WES34 - Morocco’s mining industry? new strategy for Morocco's mining in-
ﬁﬂmmﬁwh' *+, Geglogical boundary certain r= " - e : Morocco has a very long history of dustry was to encourage investment
o At Uil g g il w ComiryBordrs B Water e | mining activity dating to the 12th and and facilitate exploration. If approved,
e = Roads ~— Faiway ﬁEmS THE AFRICAN GEOLOGICAL t L&I 13th centuries. Consequently, we have three important structural changes will
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Morocco
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Positioned on the precipice of the Arab world, Morocco stands apart from its
neighbors in the Maghreb for the maturity of its mining industry. Mining in
Morocco dates back to biblical times, having built kingdoms both past and
present. Today, through the activities of Société Nationale d'Investissement, the
Moroccan royal family’s holding company, and Managem, its subsidiary that
controls the lion’s share of the country’s 90 mining companies, mining in Morocco
has flourished. In recent years, mining has accounted for as much as 35% of the
country’s foreign trade and 6% of the country’s GDP

The mining sector in Morocco is now
poised to expand and attract higher
levels of international investment, as a
result of changes in the political fabric
of the region and ministerial-level initia-
tives. Though the State will likely con-
tinue to drive growth within the sector,
the profile of the industry's participants
has already begun to shift. Foreign in-
vestors could broaden the country's
resource base and play a large role in
developing what is, perhaps, one of
Africa’s most highly prospective and
underdeveloped mineral jurisdictions.

In modern times, Morocco's mining
industry has concentrated on several
strategic commodities, the most no-
table of which is phosphate. Morocco
holds, by some estimates, 75% of the
world’s phosphate reserves — and with
it, the key to the world’s future food
bank. A scarce commodity, phosphate
is a key ingredient in fertilizer. Other
strategic commodities produced by
the country include barite, fluorspar
and cobalt. According to the most re-
cent report on the sector by the United
States Geological Survey (USGS), Mo-

rocco contributes 6%, 2%, and 2%,
respectively, of total global output of
these commodities. Other mineral
products produced within the country
include antimony, lead, nickel and sil-
ver. By 2015, the USGS projects that
Moroccan production across these
commodities will stand at 500 metric
tons (mt), 600 mt, 300 mt, and 500 mt,
respectively. Of these commodities,
silver is projected to experience the
most rapid growth, increasing more
than twofold since 2012.

Silver exploration in Morocco high-
lights the two factors underscoring
the attractiveness of the country as
an investment destination: the qual-
ity of known deposits and, compara-
tively, the limited work that has been
done in resource exploration. Though
resource exploration remains nascent
within Morocco when compared to
other emerging markets that have sim-
ilar mining industries, such as Peru,
the country holds several world-class
deposits, including the Imiter deposit,
Africa's largest silver mine and the
crown jewel of Managem'’s mining em-

pire. With an annual production capac-
ity of 77 million ounces (0z), Imiter, and
the lucre offered by the country’s next
discovery, has sparked international in-
terest.

Several foreign resource exploration
companies, including Maya Gold &
Silver, have recently entered into the
industry. Soon, Maya will reopen the
historic Zgounder mine, seeking to pro-
duce an estimated 85,000 oz/month
and finance other exploration projects
in Morocco. Precious metals explorer
Aterian Resources has also entered
the country, citing the unchartered na-
ture of the country and its geological
potential Just 30% of the country has
been mapped in detail with airborne
geophysics.

Increased interest in Morocco’s min-
erals has occurred within the context
of North Africa’s shifting political envi-
ronment. “The Arab Spring,” notes Dr.
Mike Mlynarczyk, principal of Redstone
Exploration Services, “has certainly
played a role in shaping the perceived
attractiveness of Morocco.” Other
North African nations, such as Libya
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or Egypt, were once intriguing for re-
source exploration, but the Arab Spring
has caused investors to question the
political stability of these countries.
Morocco's democratic tendencies and
soft monarchy have made the country
a safer harbor for regional investment.
Several ministerial initiatives have
bolstered investors’ confidence. Mo-
rocco's Minister of Energy, Mining,
Water and Environment, Minister
Amara, has announced that the Min-
istry has begun to draft a new mining
code, aimed at eliminating bureaucracy
and attracting capital. Currently await-
ing approval by Morocco's parliament,
Amara’s revised natural resource strat-
egy would ease access to land. Those
jurisdictions that fall within Morocco’s
artisanal mining region will be forced
to meet minimum capital expenditure
requirements or forego land. “These
requirements would play an important
role in encouraging exploration,” notes
Dr. Mlynarczyk.

These efforts will be supported by the
initiatives of the Ministry of Equipment
and Transportation. Seeking to estab-
lish Morocco as a center for logistics
in the Mediterranean, Morocco’s Min-
istry of Equipment and Transportation,
under the direction of Minister Aziz
Rabbah, has enacted several programs
to fortify and expand Morocco’s exist-
ing infrastructure. For maritime infra-
structure, this includes the construc-
tion of six port-hubs within the next
15 years: an investment of $7 billion.
There are also several run-of-the-mill
public works projects focused on ex
panding Morocco’s motorways and
rail systems that have been proposed.
Perhaps most ambitiously, Minister
Rabbah plans to reform the country’s
logistic networks, significantly reduc-
ing the cost of logistical services within
Morocco by offering incentives for new
players to enter the market.

As the Moroccan economy opens, the
foreign investor is positioned to bene-
fit. Historically, a paucity of project fi-
nance options has limited exploration.
This has been observed in the gap
that exists between Morocco's arti-
sanal miners and larger enterprises,
such as Managem. Many of Morocco's
small mines fail to mature into larger
enterprises because they are unable
to attract the attention of Managem,
or outside investors, and lack the requi-
site cash flow to finance the expansion
internally.

Morocco's new foreign investors have
observed this gap and are positioning
themselves to fill it. Today, ONHYM,
the state agency charged with the
development of the country’s national
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resources, has partnered with min-
ing companies ranging in origin from
Canada to Malaysia. The prospective
nature of Moroccan geology has drawn
even the likes of Newmont to the coun-
try. Of course, these companies will
not become the driving force behind
the growth of the country’s mining in-
dustry — this position will be reserved
for the state — but the developments
that have spurred these companies to
invest in Morocco are significant and in-
dicate that Morocco's mining industry
has entered into a new phase marked
by higher levels of foreign participation
and more robust growth. e
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Comfort and style have an address at this hotel in Freetown, Sierra Leone.

We are committed to making your experience the one you desire.

The Countrylodge Hotel

The Country Lodge Complex

www.countrylodgesl.com

countrylodgecomplex(@yahoo.com

for reservation: +232 77 769200, +232 76 691000
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RESTAURANTS

Braziliana
Tete
Mozambique

Costa de Sol
Sommerchield,
Maputo
Mozambigue

T + 258 21 450 115

Stellenbosch

320 Sam Nujoma Drive, Bougain Villas,
Windheok

Namibia

T:+264 61 309141
info@thestellenboschwinebar.com
www.thestellenboschwinebar.com

The Tug

Swakopmund Jetty Area
Namibia

T:+264 64 402356
www.the-tug.com

Afrigonia

2245 Zambezi Way Riverside,
Kitwe

Zambia

T: +(260)969279251
reservations@the-tug.com

Liban

First Floor, iTower Building,
Gaborone

Botswana

T:+267 392 5783
www.skylounge.co.bw

Amanzi

158 Enterprise Road, Highlands,
Harare

Zimbabwe

T. +2634497768
WWwW.amanzi.co.zw

Aubergine

39 Barnett Street, Gardens,
Cape Town

South Africa
www.aubergine.co.za

HOTELS

Park Inn by Radisson

Bairro Chingodzi, talhao no. 64-65-66-77-78,
Tete

Mozambique

T: +258 25 227 900

F: +258 25220 910

Johan klang@rezidorparkinn.com
www.parkinn.com/hotels-tete

Radisson Blue Hotel Maputo
141 Avenida Marginal,

Maputo

Mozambique

T: +258 21 24 24 00

F: +258 21 24 24 01

Email: info.maputo@radissonblu.com
www.radissonblu.com/hotel-maputo

Polana Serena Hotel
Avenida Bernabé Thawé, Maputo
Mozambique

T: +258 21 491 001
www.polanahotelmaputo.com

Intercontinental Lusaka

Haile Selassie Avenue,

Lusaka

Zambia

T: +260-211-249997
reservations.iclusaka@ihg.com
www.ihg.com/intercontinental/hotels

Beluga Restauraunt

The Foundry Building, 74 Prestwich Street
Green Point,

Capetown

South Africa

T: +27 (0)21 4182948

Info@beluga.co.za

roxy@caviar.co.za

We at Beluga love what we do! For

us, Beluga is so much more than just a
restaurant; it's a lifestyle. The only goal
we have, is to do better than the previous
day as we search for perfection and strive
to exceed every expectation. We truly
hope that you will join us, and share what
we love most...

Good food and great service!

BELUGA

Willow Lodge

3 Willowmead Lane, Colne Valley,
Harare

Zimbabwe

T. +263 (0) 773 256 648

+263 (0) 773 599 548

+263 (0) 4 49 44 49
www.willowlodgeharare.com

Sherbourne Hotels

20 Pamo Avenue, Parklands,
Kitwe

Zambia

T.+260212222168
reservations@sherbourne.co.zm
www.sherbourne.co.zm

Gaborone Sun

Plot 4727 Chuma Drive,
Gaborone

Botswana

T. +267 361 6000

gaborone.enquiries@suninternational.com
www.suninternational.com/gaborone-sun

Safari Court Hotel
C/o Auas & Aviation Roads, PO Box 3900
Windhoek

Namibia

T.+264 61 249 300
marketing@safarihotelsnamibia.com
www.safarihotelsnamibia.com
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INDEX

COMPANY
ANGOLA MINISTRY OF MINING GEOLOGY AND MINING

ASSOCIATION OF ZAMBIAN MINERAL EXPLORATION COMPANIES (AZMEC)

ATLAS COPCO ZAMBIA
ATLAS COPCO ZIMBABWE
B2GOLD CORP

BANNERMAN RESOURCES
BLU ROCK MINING SERVICES
BMG

BOSTWANA MINISTRY OF MINERALS, ENERGY AND WATER RESOURCES

BOTSWANA CHAMBER OF MINES
BOTSWANA INVESTMENT AND TRADE CENTER
BSI STEEL

BUCK'S HAULAGE

CAPITAL BANK

CATHODEX

CHANTETE MINING SERVICES

CODEMIBU MINING COOPERATIVE

DESERT MINING SUPPLIERS
DEVELOPMENT BANK OF NAMIBIA (DBN)
DISCOVERY METALS LTD.

ECMINING

ECSPONENT

ENERGYST RENTAL SOLUTIONS SOUTH AFRICA (PTY) LTD.
EXXARO

FIRST QUANTUM MINERALS

FOX PROJECTS

GECKO NAMIBIA

GEM DIAMONDS

GIANT TRANSPORT

GOLDER ASSOCIATES

H&B/HABATU

HILTON HOTEL

INDUSTRIAL DEVELOPMENT CORP (IDC)
J.A. ENGINEERING

JINDAL AFRICA

KHAN CORPORATE LAW

KPJ DRILLING

KPMG

KUNENE RESOURCES

LITHON MINING ENGINEERS

LODESTONE

LUSULU POWER

MANICA

MANICA ZIMBABWE

MOZAMBIQUE MINISTRY OF MINERAL RESOURCES
NAMDEB

NAMIBIA CHAMBER OF MINES

NAMIBIA MINISTRY OF MINES AND ENERGY
NEW CONCEPT MINING (NCM)

OTJOZONDU

PELLA RWANDA RESOURCES LTD.

REPTILE URANIUM

RWANDA DEVELOPMENT BOARD (RDB)
RWANDA MINING ASSOCIATION

SAKAWE MINING CORP

SANDVIK MINING

SHERBOURNE LODGE

SHUMBA RESOURCES

SOUTH AFRICA CHAMBER OF MINES
SOUTHERN AFRICN DEVELOPMENT COMMITTEE
SRK

STANBIC BANK

STRAUSS GROUP

TETE ENGINEERING

VEDANTA RESOURCES

VERITAS NAMIBIA

WALVIS BAY SALT HOLDINGS

WEATHERLY INTERNATIONAL

WINDHOEK CONSULTING ENGINEERS
WINDHOEK RENNOVATIONS

ZAC CONSTRUCTION

ZAMBIA CHAMBER OF MINES

ZAMBIA DEVELOPMENT AGENCY

ZAMBIA MINISTRY OF MINES, ENERGY AND WATER DEVELOPMENT
ZIMBABWE CHAMBER OF MINES
ZIMBABWE MINISTRY OF MINES AND MINING DEVELOPMENT
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MACIG 2015 CREDITS

EDITORIAL AND MANAGEMENT TEAM

Senior Journalist: Anita Kruger (aharmantas@gbreports.com)
Journalist and Project Director: Elisa lannacone (elisa@gbreports.com)
Project Director: Molly Concannon (mconcannon@gbreports.com)

Regional Director, EMEA: Sharon Saylor (ssaylor@gbreports.com)
General Manager: Agostina Da Cunha (agostina@gbreports.com)

Executive Editor: John V. Bowlus (jbowlus@gbreports.com)
Graphic Designer: Gonzalo Da Cunha (gdc@d-signa.com)

For updated industry news from our on-the-ground teams around the world, please visit our website at gbreports.com,
subscribe to our newsletter by signing up to our VIP list through our website, or follow us on Twitter: @GBReports.

Additional copies of this book can be ordered through Elif Ozturk (elif@gbreports.com).

THANK YOU

We would also like to sincerely thank all the associations and companies that took
the time to give their insights into the market and share their experience and knowledge.

BOTSWANA INVESTMENT AND TRADE CENTRE
http://www.bitc.co.bw

BOTSWANA CHAMBER OF MINES
http://www.bcm.org.bw/

NAMIBIA CHAMBER OF MINES
http://www.chamberofmines.org.na

NAMIBIA MINISTRY OF MINES AND ENERGY DEVELOPMENT
http://www.mme.gov.na

RWANDA MINISTRY OF NATURAL RESOURCES
http://www.minirena.gov.rw

SOUTH AFRICA CHAMBER OF MINES
http://chamberofmines.org.za

ZAMBIA DEVELOPMENT AGENCY
http://www.zda.org.zm/

ZAMBIA MINISTRY OF ENERGY AND WATER DEVELOPMENT
http://www.mewd.gov.zm

ZIMBABWE INVESTMENT AUTHORITY
http://www.investzim.com/

ZIMBABWE MINISTRY OF MINES AND MINE DEVELOPMENT
http://www.mines.gov.zw
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