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FUTURE OF SOUTH AFRICAN MINING: MINING MATTERS
WHO ARE WE

F" MINERALS COUNCIL
— m‘ SOUTH AFRICA

In 2021

Mining grew employment

by 6,000 to nearly 460,000 people, one
of the few growth areas in the economy

Minerals Council South Africa
is 132 years old

More than 70 member companies
and organisations, representing
+250 mines

The industry paid around R154 billion in wages,

and created around 900,000 indirect jobs

Bailed the government, the fiscus and
Members generate >90% of mining’s

contribution to GDP

Ld1

the economy out of two years of
Covid-19-induced economic slowdown,

allowing for continued social grants
Promotes and protects the interests

) o payments, debt reduction
of its members #MakingMiningMatter
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FUTURE OF SOUTH AFRICAN MINING: MINING MATTERS
SOUTH AFRICA’S FINANCIAL AND ECONOMIC STALWART FOR TWO YEARS

Mining could if in top 25% of
increase 84% investment destinations
investment by Fraser Institute

Produced minerals
to the value of:

R1.19 trillion

(R910 billion, 2020)
| historic high
-

Exported -~

R842 hillion

in minerals (driven
by commodity prices)
R265 billion

| (2020: R577 billion)

e

Contributed

R133 hillion

in taxes (corporate tax,
royalties and PAYE)

l"'"-;

Directly contributed
R481 billion to GDP

up 12%
(2020: R353 hillion)

Contributed

R114 billion

to capital investment
in the economy

ll\
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Taxes and
royalties down

Half-year tax and royalty
contribution from mining
(based on preliminary
Quarterly Financial
Survey reports)

-20%

2022

Economic
contribution
slightly down

Economic contribution
declined by-

-0.7%

seasonally adjusted
and annualised:

2022:
R202,227 billion,
against
2021
:R219,523

FUTURE OF SOUTH AFRICAN MINING: UNLOCKING POTENTIAL
PROGRESS UPDATE:

Jobs remain
steady

2021 (ave): 459,945
12 months to end
June

2022 (ave) 460,845

Total interim
exports - value
up, volumes
down

Value:

R520.5 billion up to July
(up 9% on last year,
86% higher than pre-
Covid),

Volume:

100.6Mt

(up 1.7% on last year, -
11% on pre-Covid)
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FUTURE OF SOUTH AFRICAN MINING: WHY MINING MATTERS

HEALTH AND SAFETY
@aﬁ

" Wy
77% of

Saving lives and @{"j;

a mining employees Ililvslih(_)ods_ h
(460,000) follistoteLlien vt Revitalised focus

full d HE government and on safety after
MA TER IA L ully ahd partiaily unions to ensure safe, ; _
vaccinated sustainable, early return e (Eslloln

PR O G R ES S National vaccination to work in 2020, ShC.JWir.wg signs of
with strict health and traction in key areas

levels below 45%
safety protocols

INn Improving
health & Safety 6 months without FOG fatality at deep-
level gold mines. Best industry

focus and R d performance with 3 FOG fatalities YTD
outcomes eCor

6 months of zero trackless mobile
machinery-related fatalities
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
PRODUCTION PERFORMANCE: LIMITED GROWTH FOR A DECADE
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS

PR({Uf-” N PERFORMANCE: LIMITED DESPITE RECORD PRICES
\\ //
e

\

Production: stagnant and export volumes declining despite record prices
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FUTURE OF SOUTH AFRICAN MINING: WHY MINING MATTERS

MINING SECTOR OPPORTUNITIES, SUNRISE OR SUNSET?

SIGNIFICANT MINERAL

RESOURCE ENDOWMENT: SOUTH AFRICA HAS:

e Chrome « World-class mining sector
 Coal « World-class business

« PGMs capability and expertise

- Gold . A committed and patriotic

* |ron Ore business sector

* Titanium minerals « Significant RD&I capability

« Diamonds « Material pipeline of skills

from world-class educational

At a geological level, there is facilities
still significant geological . In some areas great
prospectivity

infrastructure (but not
services)

GLOBAL

OPPORTUNITIES:

* The Just Energy
Transition

* Critical minerals for

decarbonisation and

MINING AND MINERALS
ARE KEY TO:
« Modern society (mined
minerals are in almost
everything we use)

meeting the Paris * The JET
climate change * The future of
ambition humankind.
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
MINING: WHAT IS HOLDING SOUTH AFRICA BACK?

© ¢ 9O

] ENERGY: POLICY issues RED-TAPE ISSUE
_ _ . Driven by poor affectlng mining, ConStralnlng mining,
SECURITY situation LOG;?IAS?;)‘;:“’E” performance of Eskom | carbon taxes, funding disastrous SAMRAD,
(|Ilehge;l mining, prr]o?uct performance of TFR (EAF of 50%), rapidly environmental trust lack of a transparent
prggt;rrl:ent]iiﬂt rgti)la, impact’ing ol of diversity of supply requirements on system, backlogs in
| corruption, — — __prospecting, etc. .. licenses, etc.
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
LOGISTICS = 2021: AN OPPORTUNITY LOST/HUGE OPPORTUNITY COST

Declining rail deliveries - result of
crime and cable theft (1,500km
copper cable stolen in 5 years),

A onerous government procurement
“““ Cost of deteriorating Iogistics rules, vandalism, idled locomotives
performance remains high bought in a corrupt transaction, poor

O'O O O maintenance, falling productivity at

rail and at ports

Iron ore, coal, chrome II?) 2t5irt:lglgglrf)\;/e€lzjli 2022 performance Leadership _
and now manganese mineral exporters year-to-date actual engagement with Private sector push
rail deliveries well measured by rail versus target Transnet, Ministers for PPPs on rail and
below target Opportunity cost of and the PreSIdenCy in ports

deliveries against

il . on practical solutions
\\ \\ target \\~R50 billion \ p \\
——
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
IRON ORE — WHAT CAN BE UNLOCKED

\\\‘///

7

\

\ 4

- At current export rates on dedicated TFR iron ore channel
increased exports, revenue . . ’
P exports will be 51Mt in 2022, 8Mt lower than target and 9Mt

O PP O R TUNI TY and taxes below nameplate capacity

Saldanhairon ore export industry rail performance
Is steadily declining

Industry Rail Performance - Percentage of Customer Contract Railed to Port R16 billion (actual VS target) and R18 billion (actual
to nameplate) in export sales ‘lost’ in 2022

100%

95%
95%

R33 bhillion forfeited if optimised iron ore export
channel target of 67Mt is considered

90%

Treasury forfeiting ~R3 billion in taxes or R6 billion
considering optimized target

85%

Declining TFR Rail performance and TPT
Export performance damaging Transnet’s own
balance sheet and financial sustainability

2017 2018 2019 2020 2021 2022YTD

80%

Pagell

Lmd SOUH ICA




FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
COAL- OPPORTUNITY COST SIGNIFICANT

« >72MTPA exported through
RBCT in 2015-2019

» Just above 50MT in 2021, the is rail-
lowest since 1996 installed capacity

« At 2021 prices, industry lost of 78MTPA ,
R16 billion in export earnings current target
(delivered tonnages are 58MTPA
measured against target)

Constraint in

reaching capacity Transnet unable to meet targets due to

crime, maintenance challenges affecting the
line, wagons, locos, challenging procurement
rules delaying supply of critical spares,
operational and other issues

>

On an annualised basis, TFR performing at around
52Mt/year (60Mt/y target)

* Likely to be closer to 50Mt in 2022 — EX p O rtS

opportunity cost of R30 billion (target vs actual)

» Opportunity cost is R63 billion and R12 billion
in taxes (actual vs Coalink nameplate of
78MTPA)

» Against RBCT capacity of 91Mt - opportunity
cost of the wasted opportunity is R92 billion Page12 Ii.: MINERALS COUNCIL
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
CHROME AND FERROCHROME: LARGE OPPORTUNITY COST

} * Around 30% of all exports — remainder through
RI C h ar d S B a Maputo (primarily) and Durban
y » Heading for 4Mt (of 13 Mt) chrome ore exports

and 3Mt of ferrochrome exports

bulk handling facilities

* Down to 12% of all exports, with Maputo at 66%
Durban exports the balance

75 70
== Richards Bay

== Maputo
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MANGANESE

Exports for 2022 forecast at 21Mt (excl 2Mt ultra
fine manganese ore which must be trucked)

Minerals Council members largely have ralil

allocation, but poor rail service and new participants
with no allocation mean increased trucking of ore

Road transport adds
(depending on diesel prices and
destination)

R350-
R400/t

FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS

Road transport increasingly used to move
manganese ore to Ggeberha/Coega, Saldanha,
Cape Town, Durban and Luderitz

6-7Mt by road, 14-15Mt by ralil

Costs manganese companies between R2.1 and
R2.8 bn to use trucks

Trucks are causing severe damage to roads, safety
hazard for other road users, disrupts communities,
agriculture, businesses using roads not designed for
continuous heavy haul
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FUTURE OF SOUTH AFRICAN MINING: RAIL AND PORT
SOLUTIONS

" W

‘ ' Uraent need for real Treasury urgently Minerals Council and
ap 2 All stakeholders oS CIECTNC IS members have provided

EULEENEBRIEEI  agree on a strategic

bulk mining companies - -
' rolling stogk pI’OSideI’S,, o ?Frﬁirs?::rr]atirl]ztnd gell COI’I‘IdOI’S.f.OT u solutions, independent
S O Iu tI O n Transnet (TFR and P : comqultles, security assistance,
TPT) and government port operations 1o recovering the partnerships on key
that are focused on JEEEl SERITEEE invgstment through corridors, engineering
To encourage private jointly agreed solutions ToMINEgEs Bt Ul |mprovgd e skills s,olutions on
- that benefit all parties growth plans g.eneratlon on -~
sector involvement and mineral exports sourcing spares

and the country.
partnerships on KEY

railway corridors and : - : : . :
y Minerals Council interventions, in partnership with Transnet, led to the easing of

ports to get back to procurement rules set by DTIC and Treasury
targets and then focus

on growth.
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FUTURE OF SOUTH AFRICAN MINING: RAIL AND PORT

BENEFITS OF IMPROVED RAIL AND PORT SERVICES

» Expanding bulk mineral exports will

increase employment to ~500,000 direct G rOWt h | N ex p @) rtS

jobs (459,000 in 2021)

. . . Iron ore to 67Mt R33bn
» Expansion of iron ore, coal, chrome,
ferrochrome and manganese export ’ Coal to 91Mt to meet RBCT capacity R92bn
capacity could result in R151bn of
B Chrome to 15Mt R5bn
e (s o = Ferrochrome to 4Mt R18bn
Manganese to 21 Mt R3bn
TOTAL ~R151 billion

AAAAAAAAAAA




FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS

ENERGY: NEW PRIVATE SECTOR INVESTMENTS IN ENERGY WILL SHIFT THE
DIAL AND CONTRIBUTE TO JET

MAJOR REFORMS IN ELECTRICITY

» Presidential team focused on unlocking
private sector

« NECOM established
« Focus on stabilising Eskom
 Liberalise ESI to unlock flood gates on

- : private sector investment
6 . 5 GW Of el eCt r I C I ty « ERA amendments, day ahead market, setup ISMO

& 9,

Cap on embedded State streamlining
electricity generation the application and
projects from regulatory processes
100MW scrapped to expedite projects

Project value in excess of R100 billion or US$6 billion

rmq EIINERALS COUNCIL
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS
ENERGY: TAKING A CLOSER LOOK AT DEMAND

Electricity mix dominated by coal-fired power generation which contributed over 80% to system -
demand in 2021

Coal 81.4% Nuclear 5.4% Renewables 11.9%
(184.7 TWh) (12.2 TWh) (27.0 TWh)

Renewable energy -
contributed 6.7% Remaining 1.4%
(15.2 TWh) — from diesel

excluding hydro (3.2 TWh)

* In 2021, total system demand increased by 6.5 TWh - 3% increase compared to 2020 total system
demand

« 2021 total system demand 5.3TWh lower (2.3%) than 2019 (pre-lockdown), largely due to increase of
unplanned outages experienced by Eskom
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS

ENERGY: THE WAY FORWARD

To get more energy generation capacity on line quicker,
DFFE has released draft regulations to implement
exemptions from EIA requirements for certain energy
projects

The Electricity Regulation Amendment Bill published to
enable the emergence of competitive electricity market and
is being finalised for submission to Cabinet.

One Stop Shop being established as a single-entry point for
energy projects through Invest SA

Land use authorisations for energy projects being prioritised
for agricultural land (timeframes reduced from 90 to 30
days)
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FUTURE OF SOUTH AFRICAN MINING: PARTNERSHIPS

JUST ENERGY TRANSITION (JET)

Eskom to retire 9/15
coal-fired power
stations in favour of

SA government
renewable energy

negotiating Minerals Council

Closures will remove 10GW . :
of Eskom’s installed _ $8._5 bn working closely with
capacity of 46GW climate finance for Eskom on power
energy transition plans, JET
Y
: £
. \_ <<
Coal industry has
> ol 90,000 employees. Minerals Council
¥ & South Africa rich in Energy security and committed to
: o minerals needed for pragmatic approach achieving net zero
e sustainable energy to renewable energy GHG emissions by
i.. solutions solutions 2050, or earlier

to unlock investment in green minerals,

renewable energy, hydrogen Page20 Ii.'l MINERALS COUNCIL
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FUTURE OF SOUTH AFRICAN MINING: INNOVATION
HYDROGEN POTENTIAL

Sasol and Anglo Sasol already producing
American Platinum hydrogen and Amplats

advanced in their with its hydrogen fuel cell
hydrogen strategies dump truck project

according to Singular hydrogen can generate
25X current iron ore export earnings of R121 pagers TRl MINERALS couNCIL
billion by 2050 ml] SoUT AT




FUTURE OF SOUTH AFRICAN MINING: UNLOCKING POTENTIAL

INDUSTRY CAN UNLOCK SIGNIFICANT VALUE

prospecting, small-

scale and junior mining

Fraser Institute — growth exploration
i 0, ()
ranking a poor 75/84: spend to 5% from 1% of

global expenditure
* Agreed process with DMRE
to engage on the ranking

and how to make .\
improvements \
Mining investment increases

Extensive negotiations
with DMRE and CGS to
develop Exploration
Plan to revitalise

Direct engagement with DMRE
about new cadastral system, with
offers to fund a transparent, modern,
off-the-shelf system - department
opted for a bespoke system

« Agreed to encourage more by 80% over and above =
SA-based companies to Urgent action to resolve existing plans unlocked with Secured regulatory
participate in the survey backlog of thousands of faster processing of rights certainty with a High

mining and prospecting * Unlocking 25%-30% of Court judgment on the
rights and transfers minerals needed for JET third Mining Charter

Minerals Council South Africa working to encourage DMRE to move to SMART TAPE

SOUTH AFRICA

systems. Grow mining contribution to GDP to 12% from 8% Page22 E'I MINERALS COUNCIL




Mineworker wages
increased by 86% in
the past decade

Labour increasingly
drawn from nearby
communities,
gradually reducing
migrant labour from
neighbouring
countries

Mandatory SLP
implementation
made difficult or

delayed by
‘procurement mafia
and dysfunctional
local governments

41 out of 257
municipalities had
clean audits for
2020/21

Encouraging DMRE
to allow merged SLPs
for greater positive
social impact

Mining industry
remains committed to
transformation after
court judgments
uphold Minerals
Council’s
interpretation of the
Mining Charter

FUTURE OF SOUTH AFRICAN MINING: UNLOCKING POTENTIAL
SOCIETY MATERIALLY BENEFITS FROM MINING

Difficult to measure
industry’s
performance against
the 2018 Mining
Charter — no standard
reporting template
from DMRE

Minerals Council and
members intervention
in water supply in
Northern Cape,
blueprint for other
failing water boards

Mining materially involved in assisting local government and communities
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FUTURE OF SOUTH AFRICAN MINING: DRIVING PARTNERSHIPS FOR CHANGE

MINERALS COUNCIL A LEADING PLAYER IN ENGAGEMENT ON STRUCTURAL
AND INSTITUTIONAL REFORMS AND FIGHT AGAINST CRIME

: . SA placed
Minerals Council at forefront of SA ranked 60 out of 63

business in advocating urgent 84 out of 190 -
o - countries
structural and institutional reforms countries i World
to encourage ease of doing business, in World Bank Ease C Gt
attract investment, ensure inclusive Slow bureaucracy, of Doing Business OMpEtiveness
Yearbook (2022)

growth and job creation excessive red tape report (2020) _
inhibit investment from 58 in 2021

Coal industry has
invested heavily in
> = technology and security
Leadership role in Regular meetings e, B ¥ to successfully reduce
elevating industry Placed crime and with police and ) crime on rail export
concerns about security on the security structures at G £ : - corridor, model for
deteriorating security Presidency’s agenda a national and = E o other bulk mineral
and organised crime for intervention provincial level . = export corridors
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FUTURE OF SOUTH AFRICAN MINING: UNLOCKING POTENTIAL

IN CONCLUSION

Tolg)
Key constraints Minerals Council Solutions In conC'uS'o
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#MakingMiningMatter

FUTURE

OF SOUTH AFRICAN MINING

THANK YOU

Roger Baxter, CEO, Minerals Council South Africa
5 October 2022, Joburg Indaba 2022, Johannesburg, South Africa
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FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS

ENERGY

CSIR data indicates that Eskom had cut 2 276GWh of electricity in
the first 6 months of 2022 - 90% of the 2 521GWh loadshed in 2021

To avoid loadshedding Eskom uses open cycle gas
turbines at a higher cost than coal fired power stations.
Eskom CEO: R7.7 bn for burning diesel in past six months
Eskom plans to use R2bn for diesel yearly

Result: South Africans will suffer regular loadshedding,
slowing economic growth which fuels
unemployment and poverty

President Cyril Ramaphosa’s energy action
plan focused on 5 key priorities:

1. Fix Eskom, improve availability of
existing supply

. Enable and accelerate private investment in
generation capacity

. Accelerate procurement of new capacity from
renewables, gas, and battery storage

. Unleash businesses and households to invest in
rooftop solar

. Fundamentally transform the electricity sector
to achieve long-term energy security
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Load shed, upper limit (GWh)

FUTURE OF SOUTH AFRICAN MINING: KEY CONSTRAINTS

ENERGY: Loadshedding to 2021 — expected to double in 2022 from 2021 -
BUSA estimates cost of R4bn a day at stage 5/6

176 476 203 1325 1352 1798 2521

2600 - 121 | 852 --- 1169
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2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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