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Workshop Objectives

To demonstrate the economic and social
devel opment potenti al
minerals sector

To identify and analyse the constraints to
real i sing the sectoro0s

To discuss reform options for overcoming
these constraints

To agree upon a strategy for implementing
minerals sector reform
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What this means for me?

? Adopting international standards in terms of
daw & Regulationso

? Transforming the Ministry from an
dadmini strati veeanomiaanct 1
devel ophmasit O

? Working together with NRA to identify more
ef f e cavenwveecolléctiond f rom t he

? Transforming the regional office structures to
support mdnitoeimgt&iconeplialceo

? The capacity to recruit & retain experienced
mining engineers and geological staff,
supported by education institutions in Sierra
Leone
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Minerals Sector Reform:
Context and Economic
Potential

Mr. Mohamed B. Mansaray - Director of Geological Survey
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mm T he Ocontexto of

Address four areas:

? 1. Existing Situation & Overview in Sierra
Leone

? 2. Institutional arrangements & capacity

? 3. Key players & Role of Artisanal Mining

? 4. Economic development potential
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Ministry of Mineral Resources
RESPONSIBILITY OF THE MINISTRY

This includes:

?
?
?

The formulation and implementation of attractive mineral policies;
This has lead to the development of a Core Mineral Policy (CMP);
The CMP is designed to create:

an internationally compatrégtommdily businessenvironment

Technical Divifions) Mi nes Di vi si on ©OMD?2

(ii) Geological Survey D
MD administers provisions & regulations of Mines and Minerals Act
GSD responsible for geological data collection and supervises prospecting ant
Certification of all diamonds for export undertaken by GDO
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=== 1. Existing Situation & Overview Iin SL

130 NON-ARTISANAL LICENSES ISSUED CURRENTLY BY THE
MMR AS FOLLOWS:

?

38 Prospecting; of these, approximately 16 licenses are not for
diamonds

47 Exploration; of these, approximately 12 licenses are not for
diamonds

35 Small Scale Mining (SSM) nearly all are related to alluvial
diamond mining

10 Large Scale Mining (LSM); 5 are for diamonds; 2 stone
(dimension) quarrying; 1 iron ore; 1 bauxite and 1 rutile

There is no provision in SL Mining Law of what constitutes
SSM
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== 2. Institutional arrangements & capacity(1)

DIVISION Number of staff as per Number of
head count by Mines Monitoring
MMR Dept Heads Officers (MMOSs)
April 2008

Geological Survey

Division 69
Mines Division 158 240
Administration
Department 33
Subi total 260 226
GRAND TOTAL 486

The profile is that of few professional staff & large number of non-
gualified personnel, especially in monitoring & compliance positions
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== 2 |nstitutional arrangements & capacity(2)

Professional staffing, retirements & lack of
professionally qualified personnel to manage

Key post due to retire or vacant in the next 12 months

Mines Division 4 out of 6
A Director of Mines

A Deputy Director of Mines
A Assistant Director (2)

Geological Survey Division 5 out of 11
Director of Geological Survey
Senior Geologist (2)

Senior Geophysicists

Geologist

To o o o

oLittle opportunity to recruit or ret
times greater in private sector and 10 times for technical personnel 6
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== 2. Institutional arrangements & capacity(3)

INVESTMENT REQUIRED to ATTRACT INVESTMENT

GEOLOGICAL SURVEY DIVISION (GSD);

Creation of a National Data Base

Mapping of Sierra Leone resources

Cadastre

Develop the professional capacity of the GSD
Airborne & ground geophysical survey
Build-up & modernization of the laboratories
Library & research facilities

Too Joo Joo I I I I

MINES DIVISION

A MMR regional network of offices, communications & transport
A Professional training & access to qualified staff
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RRARU

(SRL)

TRG owns Sierra Rutile Mine through its subsidiary Sierra Rutile Limited (SRL). S
kmiin which 19 separate rutile deposits identified;

Probable reserves at SRL as at 2005 are 259 m tonnes at 1.48% recoverable r

Currently employs 2 bucket ladder dredges to produce rutile, ilmenite & small am
D3 is under construction;

The company?2s production was about 1
and 15,000t/y ilmesdge D3 will add up to 40,000 TPA to rutile production capacity

A Foundation Fund has been set up by the Company to mobilize funds for comm
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BAUXITE MININ
(SMH)

? Sierra Minerals Holdimgs isthél2RGa8 s subsi di ary com
Sieromco Bauxite Mine;

? The lease covers an area of 321.7 km2 with project facilities at Gondama. F
are 12.4M tonnes at 53.1% alumina;

? About 1.2M tonnes of bauxite is produced annually
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- KOIDU HOLDINGS S.A

X Koidu Holdings S.A. is wholly owned by B8{5 Resources
X The company was graated/irisg Lease ollatittoedu Kimberlite Project,

hosts 2 kimberlite pipes &t least 4 kimberlite dyke zones;
X The company also holds the Exploration Taregwe Boaniend Field Proje
Reserves of deposits down to depth of 500m are:
A 6.3 million carats at Koidu;
A 3.2 million carats at Tongo;
X KH S.A. started kimberlite mining operatidasuang¢&da4n
X In December 2007, there was a riot at theaauled/icBovernment temg
suspendapgrations. The suspension has now bearohfieahfptdrecommence op
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Diamond Export Trend

The diamond Certification Scheme came into operation in October 2000.
In 2003 started implementing the Kimberley Process Certification Scheme

Diamond Exports
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Profile of African Minerals (SLDC)

rican Minerals Limitec , IS a mineral and d exploration and
principally in Sierra Leone;

prod

The company8potdspecting lifautses38) covering 26;60€ukran average for other |
holders of approximately 200 km

Holdgexploration liceneesg (out of 47)2yEd8Uavan average of approkimately 5C
Holdsmining licdacalluvial diamonds in Kono;

African Minerals completed an aeromagnetic survey in 2004 and subsequent e
element sampling analysis; resulting in delineating 5 major mineralised finds:

- Gori Hills (Nickel/Cobalt)

- Lovet&Boa Chiefdom (Uranium)
- Nimini Hills (Nickel)

- Lamin@boko Hills (Gold)

- Sula Mountains (Iron Ore)
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™ 3.Key players & the role of Artisanal Mining

Artisanal Mining Profile

Value in terms of export potential 2006 & 2007

Numbers with licenses in
200671 2184 Licences
2007 -1968 Licences

Representing approximately

DADF payment per licence 2006 & 2007
approximately $500 & $450 respectively
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Minerals Sector Reform:
Context and Economic

Potential

Mr . Her bert MOcl eod, Str at
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==  Mining sector growth outlook

? Following data prepared by ASI using recent World Bank
and IMF assessments of Sierra Leonean mining sector and
economy;

? Successful realisation of large scale mineral potential in

Sierra Leone can yield:
- 2 rutile mines (330,000 tons/annum)
- 2 bauxite mines (2.5m tons/annum)
- 2 kimberlite mines (450,000 carats/annum)
- 2 gold mines (300,000 oz/ annum)

? One each of the rutile, bauxite and kimberlite mines are

already in operation. Remaining projects are assumed to
come on stream in 2010-2013;
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== Mining sector growth outlook (2)

? Annual production growth after 2012 is assumed to be:
A Rutile: 4% per annum - Diamonds: 4% per annum

A Bauxite: 7% per annum - Gold: 10% per annum

? These long-term growth forecasts draw on experience in
comparable countries (Ghana, Tanzania, Mali) and Sierra
L e 0 n e O-sstablishddIgeological prospects;

? Mineral price forecasts are based on the 2006 IMF review
of the Sierra Leonean mining tax regime (constant 2007

prices):
A Rutile: $450 per tonne - Diamonds: $225 per carat
A Bauxite: $26 per tonne - Gold: $500 per ounce
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Impact on economic growth

Base Case Scenario

? Mining sector can 750 e uss 10
serve as an engine of _ e pp/;f
economic growth /

550
? Expect an extra GDP £ _ _
growth of 1.2% per . 7/
year If supported by a
growing mining P aom s om0
sector Base case = Growth scenario

GDP per capita (US$)

A With new investment in the mining sector, GDP per
capita can be 6% higher in five years than it would be
without mining growth, and 17% higher by 2020

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



— Impact on exports

? Mining sector currently generates , 1400
. £, .
well over 90% of export income; S 1000 //
. . . 3.~ 800
? This will decline to less than 75% 5E o —
e . 3 400
within a decade in the absence of 2% 5 | ——
@ o+
g

new mineral sector investments;

2007 2011 2015 2019

Base case = Growth scenario

A With new investments, however, the value of mineral exports could rise
from $230 million today to in excess of $1.2 billion by 2020;

A Mineral exports per capita can be expected to more than double within
four years and rise from $34 per capita today to $170 by 2020

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Transformations in Mining

Ghana (production)

A long decline prompted, Minerals
Commission, and new mining laws
enacted in 1986

new gold mine in 40 years within 2
years of reforms

Over 20% annual increase in Gold and
bauxite production following reforms

A Gold from 280,000 oz to 1.9m oz a year

A Bauxite from 120,000t to 530,000t a year

Foreign investment since then has r
has exceeded $5 billion

Mineral export increased from $108
million in 1985 to over $2 billion today

Papua New Guinea (expl.)

Political instability led to withdrawal by
companies and fall in Exploration
expenditure from $83 million in 1989 to
only $8 million in 2000

The Mining Department replaced in 2001
with a Mineral Resources Authority,
extensive airborne geological surveys
launched, and new fiscal terms
introduced

Exploration licence applications
increased from 5 in 2000 to 132 by 2006,
and exploration expenditures are rapidly
growing

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




? Mining sector contributed only 5% of 250.0
Sierra Leoneob0s Gov
(around Le 30bn), = around 5% of
the value of mineral exports

rom
(@)

real)
—~
D
<
D
-
c
D
P
N

= = )
o a1 o
o o o
o o o

of Leones -

g)llllons
3 ¢
=
-]
-]
«Q

mining

a
o
o

Government revenue f

~ -
? Ghanads revenues f
o0 77777777
represent around 5% of the export 2007 2011 2015 2019
Value Of |tS minerals- Base case = Growth Scenario

? Tanzania, which has recently become
a significant gold producer, secures
around 10%;
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A With a well-administered and balanced fiscal regime, it is reasonable
to expect that Sierra Leone could retain around 7% of the value of
mineral exports as Government revenue through:

A Increased average royalty rates, new projects should pay the legislated

royalty rates, as compared to the concessional rates made available to
rehabilitated mines;

A Greater mine profitability, as existing mines mature and costs are fully
recouped,;

A Significant indirect taxes derived from large-scale mines (salary taxes,
import and excise duties, service charges etc);
A Retaining 7% of the miner al expor
from mining increase to over Le 100bn annually within four years and
over Le 200bn annually by 2020 (in real terms);

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




— Impact on poverty/growth

? The contribution of the sector should be judged
not only by their economic impact, but also by
the wider impact on society;

? By 2011, some 190,000 people could be lifted
out of poverty due to mining industry growth. This
number could rise to 900,000 by 2020;

? These figures are derived from analyses that are
heavily dependent on the sector being
considered mainly for its revenue streams

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



— Impact on Poverty (3)

The 1 ncreases I n Govot I €
sector could fund:
A By 2011:

AA doubling of the Govot direct fi
Development Budget, therefore enabling increased leadership by the
Government relative to Its donor
development; or

A The employment of an additional 30,000 health care professionals

A By 2020

A The employment of 50,000 new full-time school teachers; or

A A more than doubling of the current rate of investment in the
rehabilitation and maintenance of the national road network

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Minerals Sector Reform:
Constraints to Realising
Potential

Grant Wilson, Director General, MMR
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Paradox of Plenty

? While countries with resources are richer,
countries without have outperformed them
In terms of GDP growth

? Without proper management of the
minerals sector, these resources will
ul ti1 mately result 1 n
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Challenges Include

? Managing revenue and macro-economic
volatility

? Reducing corruption and rent seeking

? Allocating revenues and making investment
decisions wisely

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Indices for Sierra Leone

? Index of Economic Freedom places Sierra Leone
32" out of 40 sub-saharan countries and 160t
out of 178 countries

?Wor | d BaingBusisess indicators - 160" of
178 countries

?Transparency Camrtipgonsnat | 0|
Perception Index i 142" out of 163 countries

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Sector Constraints

?Noso-cal |l ed ANAO |1 st C (

? One company has two-thirds of the country
under license

? Geological information Is not available and
not funded

? Infrastructure Is poor or non-existent
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Sector Constraints (cont.)

? Legislations out-of-date & poorly structured
? Environmental concerns abound
? Income taxes not assessed / collected

? Artisanal miners view restricted access and
underpaid for diamonds

? Monitoring ineffective & prone to corruption

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Sector Constraints (cont.)

? Inadequate transparency on information

?Communi ti esO0O governal
provide inadequate accountabllity for
resource generated revenue use

? Stories abound of abuse, misuse and theft
of national resources

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Ministry (MMR) Constraints

? Has had a reputation for corruption

? Transparency and accountability have
been guestioned

? Is under-resourced

? Geological Survey Division Is unable to do
Its job

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Donors Recognize Issues

? DFID - £2 million over two years is addressing
management and institutional matters (project
Implemented by Adam Smith International)

? WB (MoFED) - $6.1 million over four years to
address infrastructure, capacity building and
mineral rights matters

? UNDP 1 assisting in the Presidential review of all
mineral rights

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Donors Recognize Issues

? European Commission T enabling 45
million Euro through Sierra Rutile loan
repayment for mineral sector matters with
MoFED oversight

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Proceeding Positively

? Has set out some constraints I now,
looking for reform and the way forward

? Next three presentations will address
action for reform (minerals specific, public
sector capacity, community matters)

? Discussion

Strategy & Policy Unit, OoP and Ministry of Mineral Resources
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Minerals Sector Reform:
Reform Agenda i Enabling
Policies

Mr Andrew Keili, Managing Director, CEMMATS Group
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ENABLING POLICIES FOR MINING
SECTOR REFORM IN SIERRA LEONE

PRESENTED
BY
ANDREW KEILI- MANAGING DIRECTOR
CEMMATS GROUP LTD
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Table Of Contents

Introduction
Implementing the Core Minerals Policy
The Review & Reform of the Licensing System

Public-Private Partnerships (PPPs) for Infrastructure
Development

Addressing Problems that Could Arise with Sector
Reform

Conclusion
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1.INTRODUCTION

? Reform involves not only Policies but legislation and regulations as
well as various institutions dealing with mining policy
Implementation.

? The existing policies to address the environmental and social priority
concerns in the mining sector have the following weakness:

? The legal and regulatory framework is often lacking specificity,
leaving interpretation to be determined often by the involved
stakeholders themselves;

? Laws pertaining to the sector are diffused across statutes emanating
from various ministries, leading to problems of consistency and
poorly defined respon3|b|I|t|es

? Monitoring of company performance rarely occurs, other than by
INGOs, NGOs and other representatives of civil society;

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Introduction contd.

? Mining legislation takes the form of many different laws.

? In almost all instances, the mining code plays the central
regulatory role but laws dealing with labour, safety, land,
water, tax, foreign exchange, environment and so forth
also enter into the picture.

? Reform of the sector needs to take into consideration
Inter alia the implementation of the Core Minerals Policy
and the review/reform of the Mining Licencing system.

? The issue of public-private partnership for infrastructure,
In line with recent Government pronouncements should
also be considered.

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Introduction contd.

? The Political will to resolve iIssues Is considered
to be low.

? A recent World Bank study by Cemmats in which
political will as perceived by stakeholders in
mining regions round the country was scored
1,2,3 representing high, medium and low
political respectively indicated that for measured
Indices, there was very little political will, except
for Child labour.

?  Political Will: Stakeholder Average across Provinces i See next slide for table

Strategy & Policy Unit, OoP and Ministry of Mineral Resources
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Village relocation 53
Sanitation 54

2.5
Water Pollution 2.5
Deforestation 2.2
Soil Degradation 2.6
Child l[abour 1.7
Post Closure reclamation 2.4
Economic and Community 2.5
Development
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2. IMPLEMENTING THE CORE MINERALS

POLICY

? Strictly speaking, the Core Mineral Policy (CMP)
IS really a vision for the mining sector and Is not
a policy document in the normal sense. The
CMP is designed to improve the goals and
objectives of previous policies by enhancing the
social and economic benefits for the country and
the communities affected by mining activities. It
also states as a clear objective the

establi shment of nan 1 nt
and investor-friendly business environment in
the mining sector. o

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Implementing the Core Minerals Policy Contd.

?

o Io  Po Do Do Io Do

Apart from those dealing with strengthening institutional capacity and the
legal and regulatory framework for the sector, the strategic objectives of
the Core Mineral Policy are to:

Attract private investments into the minerals sector.
Improve the regulation and efficiency of artisanal and small-scale mines;

Minimise and mitigate the adverse impact of mining operations on health,
communities and the environment;

Promote improved employment practices, encourage participation of women
in the mineral sector and prevent the employment of children in mines;

Ensure that mineral wealth supports national economic and social
development;

Add value to mineral products and facilitate trading opportunities for mined
products; and

Improve the welfare and benefits of the individuals and communities
participating in and affected by mining.

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Implementing the Core Minerals Policy Contd.

? The strategic objectives of the CMP still
represent the overriding goals of the sector;

? However, fort

ne mining sector at all levels to

contribute to sustainable development, the CMP

must be turnec

Into a set of laws, institutions,

policies and regulations that incorporate the
specificities of the Sierra Leone mining sector;

? There Is need for new policy and institutional
and governance building for mining to become a

development d

river.
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Implementing the Core Minerals Policy Contd.

Tensions and conflicts which arise in the sector must be addressed in any
reform measures. These include:

Tensions between Government Institutions and companies in relation to
changes in fees and taxes.

Problems created by conflict of interest and lack of confidence.
Problems created by Land Rights and Mineral Rights procedures.
Problems of unbridled licencing.

Competing land uses.

Complicity of local authorities and capacity of Local Councils.

Tensions between local communities and artisanal, small scale and large
scale mining.

Problems created by the distribution of taxes, royalties, surface rents.
Provision of local services and infrastructure

New policies should address concerns, especially in priority reform areas,
some of which are listed below:

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Policies to address some concerns in priority
areas

Priority reform area

concerns

Policy (regulatory
and legal changes)

Land and
cCrop compensation

1. Non-involvement of
landowners in
agreements

2.Poor surface rent
payment levels and
distribution

3. Unfair and inadequate
crop compensation

4. Land ownership
problems

1. Legislate involvement
of landowners in mining
agreements

2. New regulations for
crop compensation

3.Better regulation for
surface rent payment

distribution

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Policies to address some concerns in priority

areas contd.

Priority reform area

Concerns

Policy (regulatory
and legal changes)

Relocation

1. Relocation procedures
largely informal

2. Poor valuation
procedures

New legislation to
stipulate and clarify
procedures and roles of
various players.

Mine employment
and local
procurement

Labour laws weak and
subject to lots of

interpretation

Address in new central
regulation that is more
specific and includes

some affirmative action

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Provision of
Infrastructure

1. Mining companies not

keeping to commitments.

2. Sometimes unrealistic
community expectations

3.Abrogation of
Government
responsibilities

Legislation for minimum
infrastructural provisions
and repair of damage to
existing infrastructure.

Blasting effects

1. No comprehensive
blasting laws

2. Poor monitoring
3. Poor relocation

procedures

1. New laws for
underground mining and
blasting

2. Clarify regulations
dealing with blasting and
relocation

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Policies to address some concerns in priority areas

contd.
Priority reform area | Concerns Policy (regulatory
and legal changes)
Deforestation and 1. Laws non-specific 1. Strengthen main
soil degradation 2. Poor allocation of land | mining regulations and
and lax regulations for | b& more specific for
artisanal miners. particular types of
operations.
2. Introduce EFAs for
LSM & SSM.

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Policies, legislation, responsibilities, and
governance in some priority areas

priority area Most important Responsibilities for
policies, legislation iImplementation
Land and crop Lands Policy, Lands Act, | MMR, MLCP, MLGCD,
compensation 1994 Mines and Minerals | MAFS
Act (MMA), 2004 Local
Govt. Act
Relocation 1994 MMA, Lands Act, MMR, MLCP, NaCEF,
Lan_ds Policy, 2000 | MLGCD, MWHTM
Environmental Protection
Act (EPA)

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Policies, legislation, responsibilities, and
governance in some priority areas contd.

priority area Most important Responsibilities for
policies, legislation Implementation

1996 MMA, Work permit MMR. MLIRSS

Mine employment and other labour

regulations

Provision of 1996 MMA. 2000 EPA MMR, NaCEF, MWHTM

infrastructure

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Policies, legislation, responsibilities, and
governance in some priority areas contd.

Priority area

Most important policies,
legislation

Responsibilities for
implementation

Blasting effects

1996 MMA, 2000 EPA

MMR, NaCEF, MWHTM

Deforestation and soill

1996 MMA, 2000 EPA,

MMR, NaCEF, MAFS,

degradation National Agriculture MLCP
Policy, Lands Act, Lands ¢
Policy
Community 1996 MMA, 2000 EPA, MMR. NaCEE. MLGCD

development and
participation

2004 Local Govt. Act

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




3. THE REVIEW & REFORM OF THE LICENSING
SYSTEM

Description of the license regime

? The Ministry of Minerals Resources is the agency responsible for
licensing and regulating all aspects of the mining production cycle;

? The Mines and Minerals Act, 1994 and the Environmental Protection
Act are the main Acts regulating the license regime for the large
scale mining sector;

A There are five different licenses available in the mining sector:
A A prospecting license (exclusive and non-exclusive);

A An exploration license;

A A mining lease;

A An artisan mining license, and

A A small-scale mining license.

There is also a requirement to obtain an EIA license in accordance with
EPA, 2000 before the start of mining.

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Issues to be considered in reviewing and reforming the License regime

? Information requested from applicants should be comprehensive
enough to determine the technical capability, financial capability,
technical and financial viability of the project and to enable a
comparison of the attributes of competing players;

? Development opportunities should not be lost by having mining
company(ies) sit on large blocks of land with exclusive licenses.
he aim should be Al nvest, use I

? Tighter timeframes for prospecting and exploration work and
developing a mine should be considered. The capacity of
companies to Adelivero shoul d Dbe

? Steps should be taken to ensure a level playing field. A major
reason for the absence of large international companies is that SL
Il s a difficult place to do busir
by investors as being eveno,;

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Issues on licenses contd.

?  The Government should allow monitoring and
enforcement institutions to do their work eqg. -

?  The Minerals Advisory Board is the competent body to
advise the Ministry on the granting of Mining Licence;

?  Record keeping and information dissemination should
be improved upon and made more transparent;

?  Many of the Environmental and socio-economic issues
In mining areas can be addressed If the Department/
Agency responsible for the Environment is allowed and
capacitated to function well;

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



Licensing issues contd.

? An Environmental and Social Impact Assessment (ESIA) study
required by the EPA, 2000 consists of the following components:

A Environmental and Social Impacts and mitigation measures

A Environmental Management Plan (management and
monitoring)

A Community Development Action Plan
A Public Consultation and Disclosure Process

? Many issues of development in mining communities can be
addressed through an effective EIA process

? Without sorting out the Institutional, governance, capacity and
financial problems of the institutions responsible for licencing,
enforcement and monitoring, the problems of the sector will
continue to persist.

Strategy & Policy Unit, OoP and Ministry of Mineral Resources




Ranking of investment decision factors at the exploration and
mining investment stage

There is a close relationship between mining policy, regulation and investment

? Ranking

? EXxp stage Mining stage Decision criteria based on:

? 1 na Geological potential for target mineral

? Na 3 Measure of profitability

? 2 1 Security of tenure

? 3 2 Ability to repatriate profits

? 4 9 Consistency and constancy of mineral policies
? 5 7 Company has management control

? 8 4 Stability of exploration/mining terms

? 9 5 Ability to predetermine tax liability

Source: Derived from a survey of 39 transnational mining companies. J. Otto, "A Global
Survey of Mineral Company
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4. PUBLIC-PRIVATE PARTNERSHIPS (PPPs) FOR
INFRASTRUCTURE DEVELOPMENT

The area of influence and the type of benefits associated with each
mine would vary depending on its size, type of operation, and
geographical location. While some mining operations (or groups of
mines) would need to be placed in the context of a regional plan,
other smaller operations would focus mainly on the host community;

Nevertheless, three of the key issues that would almost always be
part of the negotiations are local employment, provision of
Infrastructure, and public services.

The following should be noted:

? The provision of infrastructure will help drive community development by
opening up new opportunities, including access to other markets.
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PPPs for Infrastructural devt contd.

? At the beginning of the development, the responsibility
for the provision of roads, power and other essential
Infrastructure should be made quite clear, including the
earmarking of taxes If necessary;

? It will usually also be desirable that, if the mining
company needs to construct a dedicated power source,
efforts are made to provide power to surrounding
communities;

? Itis important that infrastructure concerns are decided in
stakeholder negotiations and not left to the whim of the
company or central and local governments;

? Itis equally important that the institutions responsible for
the construction and maintenance of infrastructure have
(or are being equipped with) the capacity.
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? Many mining countries hoping to build its infrastructure
look to the mining companies to go into partnership
through PPP mechanism. This is a solution for SL, but
cannot be entered into lightly with due diligence,
transparency and consultation with stakeholders.

? Motives for seeking PPPs in infrastructure and public
service provision include:
A Avoided Costs:
A Additionality
A Improved efficiency and reliability:
A Increased public control over quality of public service
A Technology transfer:
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PPP Policy framework

? A PPP Policy framework should be
developed. The purpose of a PPP policy
framework Is to:

A Formally confirm Government's official
support for PPPs;

A Publish transparent policies that provide the
basis for a PPP legal framework; and

A Explain the rationale of the PPP institutional
framework.
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procurement process

The PPP procurement process should be handled with care;

The tendering and procurement process for PPP is different from
standard public procurement and usually more complex;

PPP procurement requires the Government to do only the basic
design and engineering estimates;

Private sector providers complete the design and engineering,
Indicating their planned approach;

Unsolicited proposals increase the burden on governments and
corresponding perceptions of corruption, which leads to arguments
to prohibit them altogether;

At a minimum, a principle should be that all unsolicited proposals
are channelled into a transparent, competitive process where
challengers have a fair chance of winning the tender.
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General recommendation

? The mining law should include a framework for consultation and
negotiations on local development, including local mine employment
and training, local procurement of goods and services, provision of
Lnfr%s_tructure and public services and required institutional capacity

uilding;
This framework should establish a system of tripartite discussions
among the government, local community representatives and the
mining company under a clearly defined legal context that reconciles
the need for certainty and a well defined system of rights, obligations
and division of responsibilities with the flexibility to accommodate to
ia changing context taking advantage of individual and collective
earning.
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5.ADDRESSING PROBLEMS THAT COULD
ARISE WITH SECTOR REFORM

Guarding against AReform capture

? Some stakeholdersd and these could be winners or losers of the
refoormd may be abl e O0to captured the
manipulate the reform during design or implementation in order to
ensure that most (or a larger share) of the benefits go to them or that
parts of the reform that would affect them negatively are not
Included or implemented. Many stakeholders are more likely to act
on short-run costs and benefits, perceived or actual, whether out of
necessity, uncertainty of the long-run effects, or the fear that they
may never materialize. In general, reforms have a greater chance of
success if the various stakeholders have the ability to negotiate over
time (rather than in a once-and-for-all situation), which allows for
learning while doing and alleviates their fears.
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Legitimising the reform

? For reforms to be sustainable in the long-run, they must
be perceived as legitimate by society as a whole

? There are three interrelated crucial elements in the
legitimatisation of a major reform:

? First, all important stakeholders must be involved from
the beginning and have input into the reform process

? Second, there must be broad confidence that the
government has the capacity to implement the reforms;

? Third, the benefits of the reform must be widely spread.
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Super dominance of the sector

?7There may be concefdmoimi aamnwcte
an already dominant sector;

If the expansion of the mining sector is not accompanied
by diversification of the economy, the country would be
highly vulnerable to external shocks caused by changes
In mineral prices and the accompanying challenges in
macroeconomic management;

In addition, the political support to the reform would likely
wane as Iarge sectors of society may not receive a
sizable benefit from mining expansion

? That would be a fertile ground for reform reversal.
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Political Economy and Institutional Analysis of

?

?

Reform of the Mining Sector

Without major institutional and political economy
changes, any reforms will flounder,

State effectiveness and institution building, especially of
the key MDAs, are absolutely necessary for the efficacy
of the reform;

Moreover, if working conditions, including salary levels,
are not improved Iin these key MDAs, it will be difficult to
get buy-in to the reform by government workers, making
successful implementation all the more difficult;

The other stakeholders in the sector will also need to be
Abrought alongo I f change |
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6.CONCLUSION

? There is a close relationship between mining policy, regulation and

investment. Companies balance many factors when deciding where to
invest. Geological potential is usually a high priority but even excellent
geology may not be enough to attract investment if the policy and regulatory
framework are thought to be inappropriate.

The mining industry must also be made to benefit the country and mining
communities in a sustainable way, taking many factors, including
environmental and socio-economic factors into consideration.

It is possible, with proper reform of the sector to have the mining sector
benefit the country, mining communities and the investor. Reform is
however not an easy task and Government should be aware of possible
pitfalls that could stifle reform. It is relatively easy for a government to
design and pass a policy for reform, much more difficult to implement the
reform, and most difficult of all to prevent capture of the reform and sustain
the reform over the long-term.
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Minerals SeCtor Reform:
Reform Agenda - Capacity to

Implement

E.B.Osho Coker, Director, Public Sector Reform Unit,
Office Of The President
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Moving from Administrative Processes to

Economic Policy
The Ministry of Mineral Resources which presently
performs a largely administrative role in managing the
mineral sector is faced with a number of challenges;

? Working arrangements are confusing as each of
the three Divisions has its own administration,
making policies and planning uncoordinated,

? Lack of effective central or regional monitoring
and compliance structures with inability to police
Its own decisions and conditions of licensing

? Lack of access to required expertise etc.
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— Challenges cont.

? EXisting statutory framework within the sector
creates ambiguity

A The Minerals Act 1996 is outdated in many areas

A 11 other Acts have provisions which impact on the
sector making it difficult for investors to fully
understand the requirements of the mining
iIndustry
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— Challenges cont.

? The lack of clear rules and procedures associated
with issuing licences, operating mines and dealing
with communities has made it difficult to monitor
and enforce compliance

? The ministry does not have the capacity to
adequately perform necessary policy functions and
the usual processes of policy making are ad hoc
and reactive

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



sy Addressing the challenges

? The Ministry should move from a largely administrative
role to a more technical, enforcement and policy role with
the objective of contrlbutlng to national socio-economic
development.

A Greater collaboration with stakeholders & other government agencies
A Reducing transaction cost of doing business
A Reducing bureaucratic hurdles for investors
A Introducing international best practice on managing the mineral sector

A Introduction of mechanisms to promote open and transparent decision-
making processes that are predictable and consistent

A The need to identify methods to self-finance those parts of the MMR
which can be commercialised or supported through licensing fees or
percentage of revenue retained

AGovernment must recognise the MMR
ministry particularly in releasing funds allocated under the budget

These efforts will encourage badly needed investor confidence
from the multi-national companies
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=== Capacity of the Public Sector to deliver

? Bad governance, politics & conflict have together eroded
the capacity of the MMR

? MMR has not kept pace with international development

? The Ministry is therefore not in position to stimulate, foster
and oversee the necessary investment in the sector.

largely as a result of:

A Continued low investment in capacity building including IT & data
management system and infrastructure resources

A Paucity of professional and technical staff (unattractive incentive
mechanism is still not revised)

A Lack of transport facilities especially in the regional offices to
enhance monitoring and enforcement |

||H Institutional arrangement is needed to attract & retain professional
staff while competing with the private sector
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=== Reforming Mineral Sector Institutions

? Without reform of the institutions that administer the
mining sector and the legal and regulatory
frameworks, capital for new exploration will
continue to be difficult and expensive to raise.

? Institutional reform must recognise:

A Role of other government agencies in creating attractive
Investment environment

A Need for greater collaboration

A Capacity for timely review & approval of environmental
Impact assessment and regulatory requirements
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m==  Reforming Mineral Sector Institutions cont.

? The Core Mineral Policy also calls forist r en ¢gét he
Institutions that administer, regulate and monitor the
mineral industry in Sierra Leone to allow theé industry to
become a positive contributor to SierralL e on e o

? Principle requirement is to enable business environment
for mineral development

? This includes:
A Adequate geological information services.
A Consistent regulatory framework.
A Attractive fiscal policy and charges.
A Sufficient institutional capacity.

Strategy & Policy Unit, OoP and Ministry of Mineral Resources



— Reform Models

1. PUBLIC SERVICE MODEL: Reqgulatory
function retained by the Ministry but
geological survey organised as a
parastatal reporting to its own Board.
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s Reform Models

2. SPLIT MODEL: Three major functional
areas of licensing, geological survey &
GDO separated from the Ministry and
organised into agencies headed by CEOs
reporting to a Board of Directors. The CEOs

retain a dotted line reporting relationship to
the Minister.

All of these models have their strengths and weaknesses that require
extensive stakeholder consultation before a preferred option is selected
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P Reform Models

3. Establish independent agency, with a single Board
reporting to the Ministry

Agency Government
To improve the process & transparency Development of policies, laws,
for allocating of licenses regulations & code of conduct for the
minerals sector
Administering & developing of Promoting investment & job
geological survey, while potentially opportunities

commercialising part of its operations

Oversee the trading of precious Support communications & community
minerals & revenue collection (GDO) development

Ensure oversight through effective Support infrastructure development &
monitoring & compliance environmental issues
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- Ny .
Conclusion

The 2005 Management and Functional
review of the Ministry made
recommendations on the statutory
framework, strategic policy/management
functions and structures, staffing and HRM
Issues, under united management
structure
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The end
Thank you for your attention

E.B.OSHO COKER
DIRECTOR, PUBLIC SECTOR REFORM UNIT
OFFICE OF THE PRESIDENT
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Minerals Sector Reform: Reform
Agenda - Sector Relationships &
Communications

Abu A. Brima, NMJD
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SECTOR RELATIONSHIPS AND
COMMUNICATIONS

A NEW PARADIGM REQUIRES
A. Recognize four rights holders
? Communities as land rights holders
? The ecosystem
? Government
? The Companies
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SECTOR RELATIONSHIPSE ¢ é .

B. Joint Stakeholders engagement in
U Cost Benefit Analysis to decide to mine or..

U Mining Policy formulation

U Contracts/Agreements negotiation

U Performance monitoring

U Setting and implement dev. strategy
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| MPROVI NG RELATI ONSH

? Community people (esp. organized)

? Local Authorities (chiefs, Councilors..)
? Civil Society Organizations

? Parlilamentarians

? Govt. Ministries & Institutions

? Mining companies
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ISSUES OF CONCERN

? Community Benefits e.g. DACDF
U Percentage

U Management and control

U Monitoring and impact

U Scope and expansion to other minerals
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ISSUES OF CONCERN

? Community Welfare e.g. compensations
? Security matters

? Natural resource fund independently
managed

? Inclusive participation
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ISSUES OF CONCERN

? Standards and criteria for decision making

? Transparency and accountability
U negotiation process

U Information on the contract

U progress and audit reports

U resource & information units
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