ADDRESS BY HIS EXCELLENCY THE PRESIDENT
OF THE REPUBLIC OF ZIMBABWE COMRADE R. G. MUGABE,
AT THE CHAMBER OF MINES ANNUAL GENERAL MEETING,
VICTORIA FALLS, 28" MAY, 2010

Honourable Minister of Mines and Mining Development,
Comrade Dbert Mpofu,

Honourable Ministers here present,

Honourable Governor and Resident Minister of Matabeleland
Marth Province,

Comrade Thokozile Mathuthn,

Senlor Civil Servanis,

The President of the Chamber of Mines, Mr Viclor Gapare,
Distinguished Captains of the Mining Industry,
mﬂm Leaders of Industry and Commerce,

1 Goesis,

Ladies and Gentlemen,

Comrades and Friends.

am - greatly delighted and honoured o be with you here

y on the occasion of the 71* Annual General Meeting

of the Chamber of Mines. This meeting i our signatune

resart bown of Vicloria Falls. under the theme ~Rebullding

the Mining Indusiry for Sustainable Growth, Development

and Empowerment”, dovetalls with Government's thrus! howands

economically empoesring the people. An empraered pedple dre

betier abie 1o build a strong. toberant, socially coherent, yet diverse

and egalitanian society — the king of heritage we want to bequeath
to our children and future generations of Zimbabre

This Anmizad General Meeting is taking place of a very impartan
time n the history of our country, indeed a very defining momaent,
with Gereernment atfirming the importance of the mining sector and
its central mole in tuming amund the econamy of Zimbabwe. The
mining sector corrently contribules mare than 50 percent 10 expod
eamings and provides over 45 000 jobs
Research by the Chamber of Mines shoes
mining secior contribution 1o GDP b be al
15.5 percent, reflecting both the growih
ol the sector and siructural changes thai
have oocumed ovwer the past decade
Mining is. therefore, deservedly & hey

sector providing impetus for growth and
eComamic I:Ir.'cgmmnm

As |5 well documented. our econody has
gone through wery difficull Circumsianoes
over the past decade, Indeed, Govermmeni
is aware of the cumrent challenges
constraining the growth of the mining
sector, thus slowing down the necowery
momentum. In response, the Government
has Instituted a package of economic
siabilisation measures under the Shor Berm
Economic Recovery Programme (STERF),
and having achieved stabilisation, will
narw rodl out Further economic reforms for sustainable recovery and
grorwth of Bhe econamy

Govermment has also embarked on & Eeoader process of
indigenisation and economic empowerment. Among other things
the implementation of the empowerment initiative will 1a
cognisance of the need to promote growth ol the mining ndustng
Such growth reqguires o atbrad new  imesiment, purl:u:ul.:rrlﬁ;'
fareign direct investment. facilitate warking capital and even lopg
term capital for exporation and mine development Actordingly,
the impdementation mechanizms ame being refined o ensure thal
irmrestors find it altracthve o expand cument operations and bring
new imvestment o the couniry.,

Goeermment has no miention of expropriating the mining Mdustng
Wo mine has been nationalised since independence. The redord
therebare speaks for itsell But it is readily agreed that the war o

Presidiend Robert Mugabe af the F1si Annial
General Mrating of the Chamber of Mines of
Jimbunbawe,

independence was fought not just for land, but also for our nation
i own other natural resources in clicumstances inowhich they
cowld share with other friendly countries as equitable pariners
Past business modalities and practices of compandes that demy owr
people particupation as pariners in the ewnership of their equity are
repugnant io the principles of our national soversignty

This semse of direction, of seeking to comect historical wrongs
has persuaded Gowemment o exgpdee the path of profitable
partnerships and joint venture iniftatives with foreign iméstors
i the mining sectar 1 is our beliel that this siluation has the
potential for as sustainable win-win parnership framewark, which
would naturally be beneficial to both Zimbabweans and foreign
imvestors. Local irmvestars will have to dempnstrate fair value foo
thedr equity stake n the process. In recent times, we have ween
some Indigenisation initlatives by Anglo-American as they sold
off such assets as fimbabwe Alloys, Bindura Ricke! Corparation
Iron Duke and Billboes Gold Mines to local investon. Rio Tinto also
undertook a similar initiative which resulted in the formation of
Riodim, which s kocally owned. The bein obectnes of growing
the mining industry and promoting local empowermenl are nat
mirtually exclusive. and Government wishes io assure imeeshon that
it will implement & well desigied and progressive empowerment
programme. Howeser, our Indigenisation and Empraerment Act
requires that the Zimbabwean shace of equity in an enlerprise with
foreign iméestors be nol less than litty-one percenl.

Consubations with the pandabe sector almed af impoedng
the mdigenisation regulations are progressing satsbachorily
Gursernment has received mputs fiom all stakeholders, including
the Chamber of Minet. Government has als
accepbed the princple of empowenmenl
credils as an infegral component of the 51
percent and this s detalled in Section 54jic)
of The regulations. | am thus amared by the
rish of negathve pablicisy iowards this policy
of indigentsation when in fact its regulations
provide for Aexdbility where necessary

Local procurementand capaciiatingindustries
and new companies camed by mdigenous
business  persons constituie  preméer
initiatives thal gquality for empowerment
credits, Corporate social  imeestment In
communities also creades a visible plathorm
for bocal emparaenmiend, thus achieving broed
bazed and transformative empowsermend
For example. the construction of dams and
irrgation schemes, approved schodarshipa
and skills developmen! programmas, are
some ol the inifatrves thal also qualify as
empowerment credits

In this régand, work done by Rio Tinto thiough the Ria Tinta
Foundation is llusralive o the menls of well designed and
beneficlal community development projects. Ower the years the
Foundation has underfaken several prajects which include.

Rupike lrrigation Scheme near Renco,

Sanyati Dam consfruction

Mhondarn Meer High Schoal constraction;

Eiffel Flats SMEs blocks;

Empess RioZim Agriculiural College, and

A-Level and unbversity bursarbes, among olher forms of help o
chisrities

More recenthy, ZIMPLATS' social imvestment of bullding mosds,
schools, clinics and the fibre optic link to Mortan and Nger. has alw
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Homowrahie Obart Mpofy The Minister of Mines ang Mining Devalopment (loff),
M Victor Gapare, the Pregsident of the Chamber of Mines of Zimbalwee presemdiog
apprecialions af the Chamber of Mings of Zimbatwe o Prasident Robart Gabried

Mugahe,

grven examples of specic nenventions thal benehit communiies
Thiste examiplet of corpiraie soclal myvestment and rﬁl:ﬂ.‘.lﬂ‘:'lhlh[}'
give impeius to broad-based empowerment and qualify lor credits
on thelr quantitative and qualitalive basks

My Goeemmment expects a greater mle by mining houses (n supparting
smmiall-scabe and anisanal mining, thus creating a symbiosis between
large and wmall-scale mining, beneficial for economic grovth and
ernironmental protection. The mining industry is abso expecied 1o be
proaciive and creathee in terms of hiw' broad-based empowenmend
can be expanded tn a way that will lurther the development and
prasperity of all Zimbabweans. parboularly, the rural poor and the
vialnerable

Thie fhinalisabon of the Mines and Minerals ACt |5 pRogressing
satlsfactonily and ihe new amendments ane designed o (mprove
the administranon and management of mineral Hiles. Govwermimen
has adopred plans for implemennng the “use it or lose i palicy
This palicy weeks 1o discowradge the speculative hobding al mineral
rights by non-users. Thus genuine imeestors with curment and
angoing development plans have no reason 1o be concerned. The
implementation of the poficy will recognise the kng-tetm nature of
imvestment in mining and the natural mining expansion planning
oycle

Govermment is awane that eouming power outages continwe 0
impact negatively on the whobe economy, including the mining
sector | aash to inform fhis meeting that several power piojects
requiring new imeesiors are pending, including the Hwange Power
Stationy T and 8. Keriba and Batoka. In addition, Government will
instiute the necessany enengy secior reforms required lor attracting
new investment in That secior

Recapiialbsation of the mining industoy emains an immediabe
imperative, The difficult economic envitonment of the pas) decade
prevented any meaningiul capitalisation of mining houses. indeed,
capital depletion accelerated and the mining sector thus missed
the golden perind of global mining boom, driven by infernational
mineral prices. | urge the mining industry 1o struciure innovative
deals that e designed o enhance recapstalisation and growth of
the industry.

several mining houseshavealreadyoommenced criticalcapilalbisation
ininatives Tor expansion. In this regard, platinem mining howses
combined. are projected to spend over LS5500 million in expansion
projects, Swch groawth is forecast fo dogbde production capacity, and
create hundreds of new jobs in the prooess

The gold indusiry has faced many difficulties ower the past decade
which resulted in cumulative decline in ontput from o peak of 27
jonnes in 1999 0 3,5 lonnes in 2008, Recoveny s underway, thoogh
it cotld be enhanced through recapitalsation of the gald sector

| am aware that substantial financial respurces are tHed with the

Reserve Bank of fimbabwe Gold Bonds Although
Government 18 financially constrained. the Mimisiry
ol Finance will work with industry to come up wtih
a comprehensive strabegy 1o deal swith the detu
and wanstorming the debr into cash fer mining
operations.

1 am informeed that the Ministny of Mines and Mining
Develoganent and the Chamber of Mines are working
closely to come wp with & new minetal develapmen
policy. The new palicy must clearly spell oul how
hocals can leverage their mining fitles fo raise capiial
for exploration and new mine development The
policy should also articabale the symbiosis betwaen
tamge and small-sicale mining aof some ore bodies
o recognise the differing mineral deposition and
formation

Some minedals such as platinum do o readily kend
themsehes 1o small-scale mining. due bo the evident
requirement of capital intensity. while other mineral
deposits can be worked profitably by small-scale
miners. Howewver, a3 & nation, we do nof wani 1o end up as a hive of
Miegal panners. or Amakorokora, as they are generally called. Even
the small depasits must be warked in a professicnal manfet which
does nol hirm the enviranment or injure peapla.

The nirvw miming dievelopment policy should also locidhy spell out the
sirateqy for beneficiation. Value-addition onto our minerals thowld
be viewed within the conlexd o an overall inlegrated national
inchustrialization siralegy and not i (solation. 1 musd consider the
scale of operations necessary for viabdlity. For instance. the abjective
of FIMPLATS s 8o establish a mefineny. bul 1his has o take acoounl
of the minimam scale of operations bor long-term ssstainability and
viahility

Skills. development 5 anather immediale national fmperatne
for sustaining economic recovery and groath. In the 19802 and
1000, fimbabwe developed, thraegh its educational programme,
esiablished a formidable skilks base across all seciors of the econamy,
which became & visible testimony 1o social ransformarion io the
et of Adrbca. Most of the skills hawve now been bost because of a
Braln drain R feom the country's ecanomic {'l'l-:'|5|E'|"-ﬂl{'5 Thene
i% moed 10 aftract 1hese skilis back into the country and the mining
sicend showld be at e forefront of Such an initkative. green the shills
iflensity ol the ndusi

There is therefore the need 1o strengthen our capacity for research
and palicy analysis 1o help mitlgate sgainst the loss of skills the
conmiry has suliened

b am informed that through the Business Councll of Zimbabwe
(BCZ), the Chamber of Mines will lead the initiative 1o establish an
Econamic Rewarch Institute dedicabed 1o econamic palicy mesearch
art analiyzhs

Governmin! looks lorward 10 drawing fiom such reseanch outpat
and any atiendant policy dialogue and ideas that can be distilled
and applied. broadening and rationalising cur national economic

palicyt

The challenges confronting the economy require an all siakeholder
approach, Dur objective. a5 Government. |5 1o continue to work with
the privale sector (o improve the conditions for doing business.
Gerverniment will continue o seek ways to amellorate the difficulties
cureeEnily facifig our economy.

Finalhy lel me take this oppounity o wish you well in your
deliberations during this Annual General Meeling. 1 hope you witl
come up with recommendations which can assist us in quickly
gelting rhe Mining Indusiny 10 recover (i viabalaty

0On this noe, it gives me greéal pleasure 0 mow diciane the T1°
Annual General Meeting ol the Chamber of Mines of Zimiakrae
alflcially open. | (hank you. Tirolenda. Shabonga




CHAMBER OF MINES OF ZIMBABWE

71*" ANNUAL GENERAL MEETING -

VICTORIA FALLS 27 - 29 MAY zo10
CHAMBER PRESIDENT’S ADDRESS TO CONGRESS

Hiz Excellency, President Robert Mugabe;

Minister of Mines and Mining Development: Hon 0. Mpol;
Governor of Matabeleland North: Hon. 5. Mathutho:

Cabinet Ministers, here present:

Deputy Minister of Mines and Mining Development,

M Iwirwal and other Depoty Ministers here present:
Members of the Diplomatic Corps:

The Permanent Secretary for Mines and Mining Development,
Thankful Musukutwa and other Permanent Secretaries here
present;

Senior Government Officials:

Caplains of the Mining Industry:

Captains of indostry and Commerce;

Invited Guesis;

Ladies and Genllemen.

1 I8 miy Monowr 10 weloome you all 1o this, the 71 Annual

Genetal Meeting of the Chamber of Mines o Zimbabrwe. Thank

you, on behall of the members of the Chambsr, lof making

tifi b0 B here lof wl 0 dhare ol thaaghts on ke we can

geov the mining indusiry and in the process contmbule i ihe
development of our country, Zimbatwe. | would like to particularly
ihank His Exceliency, Pretident Mugabe, our Guest of Honout, kod
accepling our imvitation to officially open this Annual General
Mecling. A special weltome. Gushungo Mivwerambwetete. | alsg
extend a special weltome to our presefilers who have come fram
o away Couniries 19 be with ut and share Ihair thoughis on the
mining business

The other day 1 was atan event whene my formerseork collesgue and
good friend, Deputy Minister Mike Bimha was a Guest of Honouwr
He started by ielling a joke and i1 goes something like fhis:

When 1he British aregiving & spesch, they stan by saying semething
about the weather: the Americans start with a joke. the Chinese
start by offering a fear words of wisdom and the Africans. stant by
apologising, As a good Afdcan, 11 start by apalogising for being
wery hanest with vou about the state of our industry and how we
believe we should move forwand!

Tha theme of our AGM 15 REBUILDING THE MINING INDUSTEY FOR
SUSTAIMARLE GROWTH. DEVELOPMENT AND EMPOWERMENT
which is appropriate given the paramount obgectives of
empowenment and grvving the econamy:

To sef the fone for my address 1o you today., | would like to make
chear twa veny important points in the context of our theme

1. The mining Industry is committed to playing its pant in the
national ohjecttve of achleving the economic turnaround of
Zimbatrae. [t has the greates! polential 1o make & significan!
coniribution to the fumanound

2, The nation has been debating the issue of indigenisation and
economic empowerment. The indusiny supports indigenisation
and economic empowerment and recognises this as a national
imperative, As & Chamiber, we have put together our ideas and
coame up with proposals which we believe i implemented or
incorposaied in the Mational Strategy, will achieve empowerment
in the industny over time and in & manner that safeguards the

IMHEARWT PORL

interedts ol all stakehabders. We wall discuss (hls Duribed dunimdg
this AGM

Mineral production in 2000 was altecied by a number of {actors
including the lack of capital, ematic power supplies. high costs, low
productiviny, and low prices particularly for base metaly

GOLD

Gold pioduction a1 4.9mE wat @p 0% from the 2008 Dglre af
1.5mL While this may ook like a decent increase (n produciion.
liom an indusiny CApactly potnt ol view this & very low ghaen 1hal
in 1990, the country produced 27 mi. Howeeer, when one considers
that virbually all gold mines had been shut down in 2008, this
oultier was a commendable perlormance. Loaking lorward, 2010
production is expected o beamound T - Smi. &n increase af just
owel 43% when compared with 2009, The greatest challenge [acing
the gold mindng industny 15 lack of capital. Due ta the edonamc
probiems which the countny experienced in the lash several years,
the gaold mining mdusny lalled o fecapitalise a8 15 requiied by
conventional practice. This has coms to haont the indusiny as the
capital expenditure not done during those bad vears cannol be
withed away: AS an Indusiny we betieve cut shor 10 medium erm
capacity i amound 20mi per year. Al the cumeni produdibon ouipl
of anound Tme per year the elfective capacity utilisation i henebone
around 35%

Your Excellency. the low gold production in Zimbabwe is not as
a resuft of mineral depletion, but rather under investment in
aaploration and production facilithes owver the years. Our owm
projections suggest that with the right amount of exploration and
imvesiment in groduction facilities. gold production could increase
to S0mi within & ten 1o fifteen year time horfzon. Recent advances
in technology, parficularly in exploration and the freatment
of refractory. ore bodies. offer significant opportunities for the
development of the gold mining industry in Zimbabwe

The liberalisation of the gold marketing amangements in early
2009 has brought back confidence info the sector Going forward
gold producers will use their future production as security for loans
to recaplifalise the industny. One issue that remains to be addessed
is obrviously the tenure of the gold dealing loences which at the
moment is one vear Providers of capital view the onge year gold
dealing licence as boo shori when compared to the opfimum
ivvestiment periads which range from three 1o ten years. The capital
required by the industry & bong term and we hive suggested to the
Minlster of Finance that the tenure of licences be af keas! five ho ten
years, This would enable gold producers 1o leverage future gobd
production when raising long term capital which is what is needed
in the indusimy:

Gold peices emain fiorm and all forecasts seggest that the price
will remain above USSE.000 for a while In fact in the last few
weehs, we have seen gold excesding the LSS 1,200 mark. The fact
that gold prices have managed o rally even when the dallar has
been fiom suggests underlying sentiment must be particularly firm
Given that so many hard curmencies have turned info fiat currencies,
it would not be unmeasonable 1o expect gold poices o Continue
rising redative to all cumencies whose economies are swamped in
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detdl and ace likely 1o have massve budget delicals stretching lor
Years i come.

With rhas positive oulbook for gold and given ouf resource base and
prodiudibon podential, i & imperative for Us a4 & nation bo speedily
create an environmaent that will enable us o ride the crest of this
posilive trend and bring lasting benelils 1o ot economy belore the
markets take a .

PFLATIMUM

Platinum and palladium production increased by 29% in 2000
when compared with 2008 The mines operated a1 full capacity
and producers were commissioning new capacity during the year
Al Zimplats, & new concentraton was commissioned while at Unld
comstraction of the concentratod was in progredss and should be ready
for commissioning daring the fourth quarter of 2010 Zimplags has
just announded plans for the next phase aof mine exgansion which
is & positive development. There am three ather platinem projects
which are at feasibility stage and are expecied o add o higher
production in the years o come. Prospects for the groath af this
sectar aver 1he next thiee years ame bright and exciting,

Platinum prices increased from USS0MG%s al the beginning of
2009 and ended the year a1 USS14168/%¢2, an increate of 53% Like
Flatimem, Palladium peices mose almost continuoushy during 2000
from an opening fix of USS185 10 a closing fix of L5330%a:, an
increase of 112%.

Your Excellency. the developments which have faken place in fhe
PGM sector in Zimbabwse over the last several years bear testimony
to whai can happen | positive ghobal market trends ae matched
wilh the right imsestment climale and fxcal policies on the local level
o promote the mining industry. Whike all oiher mineral production
levels were declining, PGM production was increasing as imestons
capstalized on the positive global markets trends and the positive
fiscal and imsestment environment which vour Govemment had put
in place for the sector. We would wige Government 1o waork closely
wilh the industny 1o ensure that the general investmen! climate is
improved to ensure that the minetals are mined o apfimize returms
availed by cumant positive global trends

CHROME

Chrome ore production declined hom 442 384mi in 2008 o 193
67 3mil in 2009, a decline of 56%. The dedline was attribulable tothe
bow demand for Terrealloys, a4 major component in Mainkess steel
production, Stainless steel production declined as a result af 1he
global economic crisis thal stared in late 2008 and continued for
miast of 2009, Mast of the chrome mining operations were on care
and maintenance for the greater par of 2000,

Ferrochrome produciion dedined from 145 430m1 in 2008 1o 72
223mt in 2008, a decline of 50% Consequently. both Zimasco
and Zimalloys had 10 shut thelr furmaces. Production resumed al
Zlmasco in Apeil 2009 and recenily. fimasco announced that free
of its fumaces were now operating af full capadity in response o
improved demand particulardy in China. Zimalloys has mansged
o rase over LU5340m 1o recapitalise the mining and smelting
operations.  This is a positive move and should bode wel for the
chiame industry going forward.

The fluctuations in the farfunes of the chrome and Eermochrome
poducers ane evidence of how dependent our |ocal industry
is on global trends. It theretore places greal respansibility on us
a5 & nation fo create appropriate policies that will enable our
produders 1o respand to these fluctuations with speed and ease; fo
easily access risk capical, which is long-term in nature. to carry out
exploration and mine developmen) during periods of high prices.
When we fail to 1ake advanisge of the kigh ocle o camy out major

capital expenditfure. i will come back 1o Baunt us in fulure yeans
wilh recovery taking place over exlended periods ol time, which 15
detrimental 1o the well being of the industry and the country &5 &

whiob

COAL

Coal production declined by 2% in 20080 t0 1.7m mt Capagty
utilisatbon averadged 20% during the year. Capltalisabion of the coal
operations is in progress and we expect produchon [0 Improve onde
the process of recapitalisation is completed. It 15 important that the
pioblems bedevilling MRZ. JESA and JISCO, all of which hive &
direct beanimg an ouwr ability to optimally explait our coal resounces.
be resoheed as coal 15 a critical input in the whole economy,

L]

MICKEL

Primary nickel operations remain under care and maintenance
and the resumplion of operations is dependent on the company
securing additional capital. Al niclkel production tor 2009 cams a5
a by prodect from PGM production. Production al 4 &7 3ml was 39%
betow the 2008 production leved of & 354mi

Nickel prices confinped to finm throwghout the year rising from
5310 000/mt at the beginning of the year to U517 S18/mt af the
end of the vear, an increase of maee than 7% Again, this posithe
divelopment needs 1 be harnessed by Geating an environment
suppartive of immediate investment in this secton

DIAMONDS

Diamond production was adversely alfecied by the low demanc
a4 & resull of the global financial crisis. Indeed, even beyond ou
borders. mines were closed. sold or put on care and maintenance
Global prices have since reomered 1o their pre 2008 levels mainl
driven by sirong demand in China and India,

Your Excellency, the resolution of the curment ownership wrangh
around e Marange diamond fields is urgently required. Th
issug is negatively affecting the reputation of the country as ¢
imeestment destination for mining. Maost Iocal mining compankes 4
presently engaging the workd capital markets Iooking for imvestme
capital and this matter has ended 1o produce & negative view
our couniry which is highly undesirable. We 1ake no sides in
mater but would vrge both parties to resohve the maiter amicak
We would also wish to emphasize that i1 is imposiant for Zimbaly
1o remgin within the Kimberly Process Certification System as t
is of utmosl importance to the nation in the long ron. We know
the Ministry of Mines and Mining Development has been work
hard to ensure that as & country we comply with the KPCS syl
and we commend fhir Minister and his staff for the work they h
bzen doing in this regard

ASBESTOS

The asbestos mimes remaimumder pressure due foundercaginalisa’
Prodisction declined from 11 48%me in 2008 to & S70mt m 200
decline of 57%. The Far East remains aviable marke for asbestos
it 15 critical that the ashestos mines be recapitatised sooner o
than bater to ensure that the country benefits from this resourc

IRON ORE

The situation for iron ore production remains grim, I1's lonk
al & fime when the prices for iron ore are at record bevels, th
no activity in this area. Demand for iron ofe particularky in
is forecasd fo continue growing. Mast of the fron ore mineral
are in the hands of ZISC0. but this company has been una
camy out exploration and development of these mineral rig
ihe last several years, We would urge the Govermument b red
this situation so that work can begin on these mineral rights
benefit of the nation.



our Excellency, A5C0Isa CTi Py wibch is of SITADEG L mpOAiance
B admont 3l indusinies i 2imbarae. BES radgic inal this asset i d VI
in our sighis when it could play a pivotal mmle in the -':r-.'-.-!-'||'||1.|.'._-r.r
il aur couniry

INDUSTRY ISSUES
LET TonE et TLITT HD TP 1SSUES alieCTing End Indusiny Today

Indigenisation and Economic Empowerment

The most oeecal 1Ssue in e country Inday & ingigensanon and

eoonomic empowerment. A | have already said. thie Chamber and

5 members supp e ooncept and Deisnag that 105 objecines can

e achioved & weay whilch wall resull ima win - 'Win singanon ol

bath the country and the imsesions. We have given proposals on

howe emposerment can be achieved in the industny and broasdly

thiese inciude the follewing

e EqQuity of a1 least I5% as & minimum Which means I 15
DoEs| DS 1D Nande @ Lp o 100 L s LV 'I!-i'I!II'| locally crwmed
Al the Mining Indaba held in Sepiember M08, both Minisiers
KasuEpeee and Mangoma conlirmed ihal companies could
% lIstinng on e I5E a5 & @y of achb@ann mdigesnisation
e e this a B4 as I gives ordinany people ihe chance o
by a shaseholding (n these Co T ATENES directly or thinogh he
enson funds

m  Credils i equity equivalents which nclite ical procurement
5l support 1o ithe small scale mining secior  skills
direelopment. STarmng new Businesses and any oiher socially
And Eronomically desirabie Activifes

The Inchpenisation and Economic Empowerment megulations

garetied i lanpany 2010 also PeCodmyse this approsach Sechpn

Sddcl states thal in melum for achieving G

Enonmically aesirable objecines, &4 Busines may b allowed to

navE InElspenous eanersiip al a lower perceniane than 51%

A Coming uf Wt oalr PG "'.|'||'._ e Chamber oonssaered 1he
asranons of Ihe counry and the needs al 1he iInvesiors. We Betlies
WP AN ACHIEe ETOEE SCnNoma CITPEMAEETTMENE I Our ISty
Jrvving. A Qiewing ind Y QEMeaes mone cash wWhich allows
imdividuals o paricipate meaningfally in the natural
eouices of 1he counfry, Today. our bigoesi need a5 an Indusry
capil Ul explorame and -:1:'.'1_'I-'-||I:|-.,'I'I S
wou are well aware, this Indusimy 15 capital intensig and very risky

mane

% B0 AEITACH o carry

5. AS 3

pariowlarty &t ihe explotation and early produciion st

nathon we sl need 10 bulld & risk capdral base lof oephoynent o

rha riekey mining secior

as he largest mpact on
infras TRl

Your Excellency, the WeChos
nalkonal loreign cumensy earnings. job creation
e and londg e positye social impact
A member ol oema, educaton and Bealbih [achites have Bien
developed on ihe Bass of [ development of e indusiry. in recend
AERTE. 10E SCTOT has Deen in declinge and 1S Contribunon 1N soame
arens has gone down 4% well, 'Whal we need s an empewermend
podicy winkch balances ihe meed for the development of the Industry

3 ensure confributbon fo development and the need for local
PATRCIpanE 17 1hE MIRING adbnies

deselopment. 13x 1

ka my colieagues in the mining indusin | urge vou 10 mave on and
Slart implemeniing empraemment inilathes as we don'l hdave 1o
wiakl o begiskation Do stam carnying ol mostof the Indtalhes which
make comimercial sense anywhere. Them are NUMerous examiple
ol empoaerment initatibees which have alieady secoesslully taken
place bn he indusiry. Anglo Ametican started this process way back
in the 80% shen they sald 4 controlling stake In Hwange Colllery
anch iy the 904 they' sold el Clay Products and 200 of Bindura nichel

0 he Governinend. In the lasi decade. (hey sold ofl operations 1ike

THE CHAMBER OF MINES 0F 1M

President Robart Mugabe (nighth admiring appreciations from the
Chenaber of Mines af Zimbabwe wilh Mv Wictor Gapene

fimbabwe Alloyvs, Bindora Mickel, Amam Gold, tron Duke, National
lcods, ‘Willdale. Southampton, First Merchant Bank which i tha
forerunner o Banc ABC 1o indigenous plavers

Fio Tinio did a lotof work in the communities ihrowgh their & Tinta
Foundation building dams, imgation schemes, fanmer taining and
skills development. These ane initiatives which have emipowered
a beoader community base, Rio Tinto &l spun out Bio 2im info a
sepatate company which is effectively locally oomed

We are a posithve indusiry and will confinue o engage with
Graemment and all stakebodders until & win - win sofubion s

nalsati ‘ i | | | Mi |
The industry has cooperated with the Ministry of Mines and Mining
Development to finalise these amendments, We have agreed on
virfualty all the changes which needed to be made io improve the
administration of the Mining bve Wewould urge that the revised Act
based on what has been agreed be finalised a3 soon &% possible, As
long &% it emains oulstanding. mvesiors will conline (o ascribe &
higher risk foour country &s they won't knoew what the final position
will be

Mineral Rights

Your Excedlency. our imvestigalions sugges! thal over 50% of al
mingral rights in Zimbabwe are in the hands of local fimbataeans
and staie conimlled organisations. Why have these persons not
been able to develop these mineral rights when infact in 2008
widldwide, the exploration expenditure was USST3 3billion® Oar
wiew is thai they have not been able to get access 1o long term nisk
capital rather than fust the speculative clement alone. For sun

there are soine people who have scquired these mineral rdghis for
speculative purposes but in a way thai's part of the mining game

Our belief is that these minetal rights should lorm the basis of an
emprweErment programms in the mining industny for those blessed
to be halding them, Oomeers of minegal righiss should wse these ghts
&% [T contmbubon |0 jeint wWeniures wath forelgn meesion Wi
shoubd bring caplial o develop the mineral rights. | would e
those holding such mineral righis o be creative and Star engaging
international capital to achieve developmeni of the mineral rights

Accept io shane the risk with others and you will be well rewarded
and polecked

one of the preseniations 1o be dome oday will Ceer linancing
exploratan and mine development. During the course of This veal
the Chamber will hinld a one dey worshop o educabe those holding
undewelooed mineral rhghits The vamous coibons they have in ralsing




finance o develop thelr mineral thghts

When reviewing (he cenership of mineral nghts. consaderanion
should be iaken of an overall mineral development podicy. 11 shoubd
I recoffilted that (hepe are some otebodies and minerals ihal dom't
hend thermdetves o smiall soabe mining dwe 1o the shear magnilude of
capital imsalved and the compiexity of the exploration. minng amd
processing immhved. An examphe which comes 1o mind s platinum
and coal. At the same time i0°s a fact that ihere ane sofm oreboadies
which are umall efowgh for small low capital operalions. The gobd
mbnang industry i an examgde whene theee are wame small oredsadies
sehich could b midred mode etfectively by small scale miners. Whal
we feed 4 4 programme fo develop the small scale mining seciod
andt Your Excellency. Chambet membwens have commited themsehaes
ay part ol the indipentsation and empdowermenl programme 1o
come up with & programme 1o graduate these small scale miners
iniko formal mines wiho will contribate to the fisous

Your Excellency. ene of the biggest challenges facing the: industny
foday ks the avadlabdlity of electricity. TESA 14 currenlly genefating
pust aboul DODOMW against 4 demand of 2000MW Zimbabrwe
canmad indusrialise on a base of EDOMW of power The minkmg
Incustry cannol contrtbuhe electively il the power prablem 4 not
sordind gui soon, The whale Southern African region feces a critical
Lhortage of powet and Zimbalee i iAo panboailary acule tituation
AS you ndest the mining secior S a major consumer of pawer and
in 2007 and 2008, some mining compsa nies were alieady mpoing
poravet by paying Carbora Basa directly. Mining companles have
b warking with ZESA o retve thi small ihermal power stalions
and discussions are in progress o this edfect. Further, some mining
oompanies have in the past entered int direct dieals with 7ESA
whare they htve financed some capital expendifum and amarised
et conimbutions through efectricly consumplion

Golng forward. we believe the solution lies in bulbding mew power
srations and recapatalising FESA and (B8 subsidianies. Thete has
been a lot of talk aboul pewer peojects but there hasn't been amy
investrmaent & all. 1n the 90°s, 7PC was spun off ather ZESA asses a3
it was believed that the generation assets could amrach invesba
However, fhis has not happened and we urge the Governmend 1o be
bald and let ZESA gt new sharehaldiers

Your Excellency. mining is an indusiny which survives on continuous
recapitalisation, Dee o the problems of the last several vears, the
indistry has not recapitalised, We mizsed the mineral boom of ihe
last decade bui we have an opporiunity a5 demand for minerals
continges to be firm driven by hot Asian sconomic growth, Virtualky
all Zembabwean mines nead recaplialisation, I as a nation we &
ta benefit from the vast mineral resources we ae endowed with
we hiave 10 come upwith a strategy to recagstalise the industry and
build on economies of scale

While fimbabwe may bost some polentially exciting mineral
deposits, & long history of uncertainty in secunity and economic
outlook has prechyded the levels of modern exploration imeesment
that other geslogically comparable destinations have seen. AL &
result depasits have been brought into production at minimem
threshold levels, soon after discovery and have never been
methodically and exhaustively explored or optimised, leading fo a
paoliferation of smaller mines that are generally under-capitalised
The retullant fragmented camership of propetty noar pots further
consiraint an exploration investment

The batest Fraver Reporl on mining companies and jurisdictions
ranked Zimbabrae 69 out of 72 mining jurisdictions. The report
highlights aseas whefe ifvestors and miners 1hink we are not doing

will and incluck the fallowing

s Uncerlainty regarding adminisfration, inlerpretabion and
enforcement of exisiing regulatjons

s Uncedainty reqanrding enlorcement o
e batkons

s Reguiatony duplication ard uncertainty

s Taxabion coruption. thelt of propemties sanchoned by the
stk

s Uncemtalnty regamding social and comimunity development

efrvitonmental

conditions - linked 1o indigenization

s Political instability

®  Poor infrasimiciure - ekecincts rall elecommunications,
waler eld

m  Poof gecdogical dalabase
& Labour laws

o0 resincine

Hongurable Dbert Mpotu, The Minister of Mines and Mining
Development at the 7151 AGM of the Chamber of Mings of
Zimbubrve

Thiete 15 fd daubl sodme of 1he 55ues rakded in the reparl afe fol
niecessanly correct but ane jusl a percepiion af oar Cown iy arsing oul
af misiniormation ancd maybe mallce. Howeset percepbion i reality
and i 15 our job o create he fght percepiion gaing lorasnd, We
hewe 1o create and make oursehves a better investmen destinarion
by kmpeoving the percepion the wodld has of us. The Chamber has
been working very biard in this respect and we remain committed to
ensure that the right perception of our Countny goes oul There

Your Excellency. this year the Chamber will be working with the
Ministry of Mines and Mining Desclopment 1o come up with a
mineral development policy: This palicy will look ar the majpoe
minegals we an blessed with and come up with a development
palicy for each, We il Iook a1 Beneficaton in te context of the
everall industrialisation pedicy of the country bearing in mind thaj
I most cawes the value addiison process i3 a very dilteren! business
from mining requiring & totally different shills s and investment
strateqy. In some cases, we will need fo cagand mine peodsction
first before we gef to build value adding processes. A good example
i5 platinum which requires a certain mindmaum valums to fusaify a
refimry

Contribution of Mining to the Economy

There is & general perception n some quarters that the mining
II'I|:|IJ'=.|:I'5' 15 nof mnrnhuunq emougn b the -:l{-anln:upmenr ol e
country, From the discussions that the Chamber has had with various




stakeholdens including Government Minksters, i is chear that we
need fo st down and evaluate our indusiny’s present coniribatipns
o the economy and thereatter discuss further areas where the
industry can make more mesningful contributions

it is clear inoowr minds that there s misinformation on this maties
Whal most people have not faken inio consideration is the fact
that the efiects of increasingly onerous and capricious regubations.
higher levels of taxation and wther policies that interfere with
martket conditions are rarely felt immediately as they are mone
likgly to deter companies looking for new projects than they ame 1o
shut dowm existing operations

The industny does not eperate in Bsolaton fo the rest of the economy
over the years the indusiry has been consuming capiial due to the
ecanmmic envimnment that existed. All the capital expenditure that
wins nat dane during those years cannot be wished away; it has o
be done for the industry o recover and start making a coniribuiion
b & 'wary the nation consumed the capiial in advance as mast of the
borex which funded Government activities came out of the sumender
which the industry had to do in line with the law at that time

e bedied 1 that the imdusery’ s contribaison 1o Fimbabee over the
years s been immense and In ling with Governmen!s aspirations
af impgoving the weltare of the ordinary citizens ol fhe naftion
T be reminded. one has [ look al the taditional mining towns,
edducation and healih tacilities which have been established by the
industry over many years. Maybe we just have not sold oursetves
very well when we have done all these activities which have
changed sockeh

I the industry is to contribole more meaninglully, we have o
build mines with crifical mass which will benefit from economies
of scale. As long as we do not establish an envimonment which
favours dewelopment of bamge and small mines. the industry may
feof contribute significanily fo the fiscus, 'We ane part of this counkry
and are part of the solution. Lot us wark together 1o find solations
1o our problems

A presentation on this mater will be done by my colleague. loseph
Myerecha later today and he will cover this area adequately

The industny has lost a kof of skills in 1he lasi decade, The skills base
which had been developed in this country since 1080 wene second
i pone and today, i vou go amypwhene i the warld, fimbabweans
are munning major underfakings This is good n & way as these
migrants are gaining valuable experience. Hirsaever we need [0
make plans 1o get these fimbabweans back as our economy takes
aff,

Owir tralning institutions need to be supporied so that they can star
chuming out skills again, In this megard, the Chamber is a majar
spomnsor of the Schood of Mines and as parl of the indigenization and
empowermeni programme: mining companies have undertaken jo
make shilly development a major priosity, These are the skills which
kst one day become the enfrepreneurs who reimvent Zimbatraean
inhustry and sochety

One of the ssoes we have 1o address on the labour side 15 the
mismatch between expeciations and the reality of company
peflormance. We have soen in the last Tew weeks employess in the
mining sactor iaking unlawhul industnal action, which is unhelpful
for an industry which is struggling 1o find its feel. The wage
demand of USS495 per month for the indusiry is untenable. You
heve 1o remembser, the mining ndusiry proevides accommodation
lights, water, health and transpo for emplovees &t an average
cost of L55250 per maonth per empboyes. Going foraand, we have

MR Viclor Gapare agdvessing delegales arf the 7155 AGM of the
Chamber of Mines of Zimbabwe.

to realise that increases in wadges and salanes can only come oul of
improvements in productivity,

Your Excedlency, tha <kills flight bas also resulted in & dearth of shills
in palicy research and analysis in both the private and public seclors
Together with colleagues in the Business Council of Jimbabwe, we
ang in the process of establishing an economic research anit. 18wl
focus on providing independent reseanch and analysis of the highest
order which shoubd guide stakeholders incleding Government and
business in podlcy decisions. The Chamber has been given the task
of speartading this initiative within BCE and we look forwand 1o
playing our pard in this important inifiatiee

Ladiies and Gentlemen, 1o conclisde, we have a tough moad ahasd
af ws bt if we wse our colliective determination o pull out of ouwr
problems, we will succeed in rebuilding the mining indusicy for
suitainable development, gieath. development and empraerment
W canmod guaraniee that we will abaays agree on o whe shai bd
sohe o prabbems, but the impartant point is that we must engage
each other Martin Luther King Ir said and | quote "0OUR LVES
BEGIM TO END THE DAY WE BECOME SILENT ABOUT THINGS THAT
MATTER™. What wae in the mining imdusiry comamit oiersibees o is be
open 1o discussion on any issues and we look fonard o engaging
you all in a liely debate during the day oday and in fufer

Let me thank you all for being here today, My special ihanks go o
His Excellency. Presiden! Mogabe who will open this AGM oday, |
would like o acknowledge the suppaort ol the following people and
organizations:

m  The Minksfer of Mines and Mining Davelopmeant,

m  The Deputy Minkster of Mines and Mining Development

a  The Permanen Secetany and Minksoy stafl

m  Ofher Ministers and Permanent Secretaries who are attending
fhis AGM

Our platinum sponsars, Stanbic and Tetrad and all ofhes
5 EOTL

The presentens.

the Olfice Bearrs and membsers of the Chambet

The stall af the Secretarial

And all af you who ek here today,

Thank yau

VICTOR ’ GAPARE
President
28 May 2010




