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Who we are




Who we are and what we do

e

We are an industry organisation representing the explorers,
developers and producers of minerals and metals in South
Africa.

We serve our members and promote their interests

by providing strategic support and advisory input.

We facilitate interaction among members to examine

policy issues and other matters of mutual concern to crystallise
and define desirable industry standpoints.

We act as a principal advocate to government,

to state-owned enterprises, communicating major policies
endorsed by our members. We represent

the industry internationally.

In some sectors, we undertake collective bargaining with
organised labour on behalf of members.
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Our members

The Minerals Council represents more than 70 large, medium-sized and small and emerging
miners, as well as three associations that collectively represent more than 200 entities.
These members make up around 90% of South Africa’s mineral production by value
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Junior and emerging miners?

Who are junior miners?

« While junior mining generally refers to prospecting companies involved in the early stages of mining

development, in South Africa the term is used more broadly to include exploration and small to mid-
tier producers

« Largely a result of legislative environment, in particular Mining Charter and BEE regulations

Who are emerging miners?

« Emerging miners typically smaller BEE companies involved in the early phases of mining exploration
or in early development. Term encompasses a diverse group of mining and mining-related entities,
including prospecting and smaller producer companies and contractors

MPRDA success story: Since 2002, significant growth in smaller mining

companies operating in South Africa
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Junior and Emerging Miners’ Desk

The Minerals Council’'s Junior and Emerging Miners’ Desk was established to
provide advice and support, and to act as a resource centre for smaller Minerals
Council member companies.

The desk hopes to be a voice for the developing mining sector of South Africa. Its
key role is in supporting junior and emerging mining through policy lobbying,
providing advice, linking junior and emerging miners to networks, providing
mentorship and disseminating relevant policy information.

The Junior and Emerging Miners’ Desk also supports contracting companies and
two mining associations representing over 200 smaller companies.

WHAT THE JUNIOR

AND EMERGING MINERS'
DESK OFFERS
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Who’s who

Minerals Council South Senior Executive: Junior and Emerging Chair of Junior and Deputy Chair of Junior and
Africa, Chief Executive Public Affairs and Miners Desk: Emerging Miners Forum Emerging Miners Forum
Officer: Roger Baxter Transformation: Grant Mitchell and representative on
Tebello Chabana Minerals Council Board New Venture Mining, Chief
Executive Officer:
Orion Minerals, Chief Godfrey Mocwane
Executive Officer:
Errol Smart
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Defining junior mining in South Africa




Defining junior mining in South Africa

Definitive
criteria 1

Criteria 2

Criteria 3

Criteria 4

Compliance
Element

% of Mineral
Council
Junior
members per
category

Prospectors

(exploration)

Prospecting right holder

Companies or any
controlling shareholder*
that does not have
revenue generated from
other mining rights

Mine developers (from
emerging mine sector)

Mining right holder

5 years mining right until
mine has positive revenue

Companies or any
controlling shareholder*
that does not have
revenue generated from
other mining rights which
when aggregated exceeds
R500 million

35%

Micro mining
enterprises

Mining right or mining
permit holder

Revenue in past tax year
<R10 million

<150 employees

Companies or any
controlling shareholder*
that does not have
revenue generated from
other Mining Rights which
when aggregated exceeds
R500 million

Full exemption Partial exemption Full exemption

18%

Miners

Small-scale mining
enterprises

Mining right or mining
permit holder

Revenue in past tax year
of R10 to R50 million

<250 employees

Companies or any
controlling shareholder*
that does not have
revenue generated from
other Mining Rights which
when aggregated exceeds
R500 million

Partial exemption

18%

Medium-scale mining
enterprises

Mining right holder

Revenue in past tax year
of R50 to R500 million

<500 employees

Companies or any
controlling shareholder*
that does not have
revenue generated from
other Mining Rights which
when aggregated exceeds
R500 million

Partial exemption

30%

Large-scale mining
enterprises

Mining right holder

Revenue in past tax year
>R500 million

>500 employees

Companies or any
controlling shareholder*
that does not have
revenue generated from
other Mining Rights which
when aggregated exceeds
R500 million

Full compliance

0%

*as defined in Companies Act
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Simplified mining value chain

I:T:Xepallgirt?itlli?; Mining and Beneal‘lnccllatlon Marketing Rehabilitation
Studies extraction orocessing and sales and closure
>
Focus area of Australian and Focus area of South African Junior Miners
Canadian juniors
i
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Research approach

« Part One: Desktop survey

« Part Two: Survey amongst Minerals Council junior members




Economic contribution by the junior mining sector In
South Africa (2018)

Revenue R billion

Profit on assets
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Other income

Turnover 48.7
)

Revenue per annum 54.4

Source: StatsSA June 2018 F:
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Economic contribution by the junior mining sector Iin
South Africa (2018)

Expenses

Procurement
Employee cost
Depreciation of capital
Royalties and fees
Interest paid

Rent paid

Hiring equipment

Loss on assets

Other
Expenses per annum
Source: StatsSA June 2018 E:
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Junior miner - mining licences* in South Africa (2017)
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2016 direct permanent jobs in mining
(excluding contractors)

Junior miners accounted for 10,000 (2%)
10% of direct permanent
jobs in mining

45,000, (10%)

410,000 (88%)

m Artisanal 2002 ® Junior miners ®m Majors

Source: DMR Statistics - B1 statistical tables 2017
Junior miners as defined by the Minerals Council
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Business nature of junior miners in survey
(% of respondents)

Exploration company with no operating mine 41%

Mining company (not listed) with 1 operating mine 29%

Mining company (not listed) with 2 to 5 operating mines 18%

Service/ goods-provider to the mining industry 6%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Listed companies 6%

% of junior mining companies
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Business nature of junior miners in survey
(% of respondents)

m Listed companies

Service/goods-provider to the mining industry
® Mining company (not listed) with 2 to 5 operating mines
® Mining company (not listed) with 1 operating mine

m Exploration company with no operating mine

Source: Minerals Council survey
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Strategic objective of junior miners
(% of respondents)

To be an integrated exploration and mining company (multiple mines)
® To be a mining company with multiple operating mines, but outsourcing all exploration
m To be a reputable operating mining company (at least 1 mine)

B To be a reputable exploration company
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Greatest single challenge facing Junior Miners
(% of respondents)

Complying to current regulatory environment | 18%
Meeting Mining Charter (2019) requirments | 166

Obtaining the requisite permits and licences timeously - | 149%

Meeting government requirements regarding social responsibility and community 9%
Attracting investment into mining projects in the current (2019) regulatory environment and political climate _ 9%
Obtaining funding for exploration and feasbility studies (pre-production funding) 9%

Insufficient support from government departments, inefficencies and red tape [N 7%
Meeting environmental requirements _ 7%
Obtaining funding to construct and operate the mine at the early stages _ 4%

Lack of combined industrial strategy to manage NGOs and stakeholders that are obstructive 2%
Insufficient tax incentives/tax relief in first five years 2%
Insufficient support from large mining companies as mentors - 2%
Sourcing and continuity of the right skills | N 2%
Industrial relations and trade unions 0%
Meeting wage requirements = 0%

Building executive capacity to manage the business and comply with all relevant legislation = 0%

0% 5% 10% 15%

Source: Minerals Council survey
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Perceived impediments to attracting investment
(% of respondents)

23%

Uncertain mining regulatory environment

South African labour law - unions and the risk of prolonged industrial action _ 19%
Confidence in the mining industry has been eroded and investors have lost confidence in the 13%
industry as an investment destination 0
Environmental, social and community pressures 13%
The long period required by capital intensive mining projects before profits are returned to _ 10%
investors °
Mining industry not meeting expected returns for investors - 2%
Demand risks as a result of trade wars between China and USA - 2%
Non-performance on project delivery (budget/ time overruns) - 2%
Safety record of the mining industry 0%
0% 5% 10% 15% 20% 25%

Source: Minerals Council survey m‘
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Junior miner perceptions of Mining Charter 2018

On balance, caused the South African mining industry more damage than good

Significantly transformed the South African mining industry to achieve greater influence
by historically disadvantaged individuals

Benefits a select few

Too ideological and should be scrapped

Should be embraced by all mining companies in its current state 7%

Attracted significant foreign investment to the South African mining industry 3%

Added signifcant value for the South African mining industry 3%

0% 5% 10% 15%

Source: Minerals Council survey
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Permanent labour cost
(% of respondents)

More than R50 million _ 6%

Between R5 million and R10 million 0%

Between R2 million and R5 million 0%

Between R1 million and R2 million _ 6%

Less than R1 million 47%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
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Number of emerging mining companies listed
(Market cap < R500 million)
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Conclusions

Junior and emerging mining sector a significant player in South African mining industry — both as
explorers and developers, and smaller producers

An entry point for mining entrepreneurs who can significantly assist the South African economy

70% of survey sample see regulatory environment as their greatest challenge, while 30% see investment
as their greatest challenge

Countries such as Canada and Australia have built their industries on the back of the junior sector

South Africa could consider offering tax incentives to junior mining companies

« Similar to flow-through share model used in Canada, and other tax incentives offered in Australia




Conclusions

Minerals Council research shows a multiplier effect of between 7 and 10 jobs in surrounding industries
for each mining job

« Junior sector could contribute 230,000 jobs as a conservative estimate

Government and junior miners need to partner to develop the sector further

Minerals Council Junior Mining Desk has engaged the DMRE on signing an MOU on collaboration

Imperative that regulatory environment does not impede the development of junior mining in
South Africa




Notes



Thank you
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