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24 May 2007

COMMENTS ON THE MINERAL AND PETROLEUM RESOURCES DEVELOPMENT AMENDMENT BILL (B 10 – 2007)

SADPO represents the alluvial diamond diggers in the Northern Cape, North West and Free State provinces.

SADPo’s Vision:

· Promote the sustainability of RSA’s alluvial diamond industry

· Negotiating on behalf of diggers with all stakeholders

· Build the image of the alluvial diamond industry

· Play an active role in the socio economic development of the provinces

Key activities to date:

· Obtain broad based consencus on diggers problems and vision

· Commissioned an independent mining economic assessment on the alluvial diamond diggers – first of its kind in 130 years

· To establish a working relation with Chamber of Mines, DME, SMA and other stakeholders.

The next slides will provide a more in-depth look at the economic assessment of the alluvial diamond diggers.

Economical sustainable operations in terms of economics of scale look like this.
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Capex & Opex Estimation (2)
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Operations are relatively short term (3 to 5 years) because of the unpredictable nature of the industry. It is very difficult to make long-term commitments.      
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Key trends and status of ADI (1)
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The next slides will provide grater inside in the production of alluvial diggers versus the total production of diamonds in SA 
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Sales value per 100 ton mined
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Commends on the amendments of the MPRDA is from the respective of a small and medium mining operation.

1.
Amendment of section 5(4)(c) 

This section deals with the Legal nature of Rights been issued and the rights of holders thereof.

Paragraph 4 (d) the omission of the fraise (notifying and consulting with) and the insertion of (given the landowner …………. At least 21 days written notice.)

It is a requirement during the application process to notify and consult with effected parties. 

The interpretation of DME officials is that it is not a necessity because the Minister does not have to consider it when issuing a right in terms of the MPRDA. 

The implication is that an applicant will spend a lot of money during the application process and after a right is granted, may face legal actions from landowners before access can be secured. This process will be time consuming and more costly, putting more constrains on small operators.

SADPo’s submission is to keep the consulting and notification in place because eventually it will speed up the process.

2.
Amendment of sections 16 (2)(b), 22(2)(b) and27(3)(b) 

These sections deal with the principal that only one permit or right can be issued for any mineral on the same area. 

The problem relates to the situation where you can subtract two minerals with the same process. 

Situations like Iron ore and manganese, alluvial diamonds and sand. 

I am sure there will be other examples. 

To be able to subtract sand during the alluvial diamond recovery process opens the door for new entrance in the mining sector and promote BEE projects. There are many alluvial operations subtracting sand and even taking it further into the making of cement bricks. It makes sense to use these opportunities to promote new entrance and support BEE in separate business entities.

3.
Amendment of sections 17(3) and 23(4)

These sections deal with the refusal of the minister to grant rights.

In terms of the administrative act, the minister must give reasons for refusals. The principle was in the above-mentioned sections. It also forms part of the appeal process in terms of section 96 (Internal appeal process and access to courts). You need to know the grounds of refusal to appeal.

The amendments only state that the minister must notify in writing of the decision to refuse but take away the obligation to give reasons for the decision.

4.
Amendment of section 27

Application for, issuing and duration of mining permit.

The question is why is it necessary for a secondary producing permit outside the perimeters of a mining right.

The rational behind this is the fact that the compliance factor is to onerous for a certain part of the mining sector. 

It is therefore important that the structure of the mining permit achieve what it is design for, to give a legal framework for sustainable small and medium scale mining.

The 1.5 ha in the MPRDA was design to promote small-scale mining. The problem for the alluvial mining sector is that you have to do your own financing through financing institutions. The financing of equipment is over a period of 5 years. It is important that you need at least a permit that will last 5 years to be able to do a 5-year business plan for a sustainable mining operation. To achieve this, alluvial diamond diggers needs at least 25ha. Submissions from Mintec, the CSSIR and Wits suggested this area to be at least 50 ha. 

The amendments acknowledge the problem but does not address it. The reason is the time restriction of two years renewable for 3 periods of 1 year each (total 5 years). In certain commodities small-scale miners will not be able to mine the 5 ha in the prescribe periods. To increase the area is going to add problems. For instance saltpans and sand operations, in terms of this act they are mines. There is no way they can comply with mining right conditions. To apply for a mining permit of 5 ha may help but then the owner have to sell after 5 years because in terms of the act he may not get the permit for a longer time.

It is clear that the issues around small-scale mining has not been debated properly and even in the amendments the real issues has not been addressed. It is very important address the issues properly, so that the right decision can be made.

5.
SADPo’s submissions in terms of section 27 are as follows:

If the argument is to restrict small scale mining in terms of area, that area cannot be less than 25ha. This will allow a broader spectrum of commodities to comply. As illustrated the restriction in terms of life of mine versus periods in terms of permits then needs attention. It is also noticeable that an applicant does not have to apply for the full area. Only an area that can be productive needs to be applied for. This however does not solve the problems for the saltpans and sand operations in terms of a long-term sustainable environment.

Another way of thinking would be to focus on turnover. DTI’s codes of practices can form guidelines. For instance, R 5 mil will mean one category, between R5mil and R35mil will put you in another category and above R35 mil will mean full compliance. Important to keep in mind that the categories used in the DTI codes was based on general businesses. The infrastructure for a cafe on the corner or a one-man electrician working from his house versus the infrastructure needed in terms of mining needs consideration. It is very clear that the different categories need adjustment to cater for the mining sector.

It is also important to mention that joint efforts of different small operations in the same region can have a bigger impact in terms of social responsibilities as required by the Charter. Currently the MPRDA does not cater for this. The idea is to set up development trusts and let different operations contribute to the trust who then will address social issues in those regions. Resurge to this effect is available.

Although these issues has been raised on various occasions with DME, in the Chamber and with other stakeholders no clear way foreword has been identified for the sustainability of small scale mining. I believe there is an opportunity in this amendment to discus small-scale mining. I would like to bring the licencing of small-scale miners under the attention of Government. 

6.
Art 27(3) (c).

Limitations in terms of the act, and the amendment thereof. Only one permit to small miners.

The continuation of business practice is very important. It takes about two years to get closure on a permit. The limitation means that you cannot apply for a new permit unless the old one is closed. What happens in the mean time with employees and commitments to financers, act? 

We need at least a system were you can role over from one permit to another and keep on working while waiting for closure. It is therefore important not to restrict small miners in terms of the number of permits. 

7.
Other issues not mentioned.

There is a tendency that newly established companies, who want to list, apply for as many prospecting rights as possible. Examples of the same company applying for 20 or more farms in the same area are common. From a small miners perspective this is unfair competition and effectively excludes small miners from future participation in the mining arena. If the limitation of one permit applies to one, it should be applying to all.

We have deal with the environmental issues in the structures in the COM. 

Thank you  

………………………

M Lotter

Chairperson SADPO
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Key trends and status of ADI (1) 

Business economic factors

		2002		2006

		Number of operators		1000		> 200

		ADI’s average diamond price		$450/c		$650/c

		Diamond production		1 000 000 c
(10% of RSA’s)
		360 000 c
(2.3% of RSA’s)
(2004 = 4%)

		Waiting time for permits		3 months		18 months (12 months)






























