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ACHIEVING 100 TON GOLD PRODUCTION BY
2023
KEY CONSIDERATIONS

Achieving the Government target output
of 100 tons by 2023 would require the
following:

» Resuscitation of closed mines;
» Increasing installed capacity;

» Developing new mines.



ZIMBABWE RICH IN GOLD DEPOSITS

The Government target output i1s realistic given
the country’s attractive gold prospectivity;

The country has an excess of 4 000 recorded gold
deposits;

In terms of gold productivity per square kilometer,
the country 1s ranked above traditional big
producers 1ncluding USA, Canada, Australia and
Brazil;

The country has, however, remained Ilargely
underexplored, i1mpacting negatively on grades
due to limited new discoveries. (the last major gold
discovery was Freda Rebecca in 1984 and started
producing in 1988).
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COMPARISON OF GOLD OUTPUT
(1997 AND 2018)

1997 2018
30,000 70,000
61,200
60,000
25,000 24,225
50,000 47,000
20,000 18,400
40,000 35,054
15,000
30,000
10,000
6,100 20,000
5,000 I 10,000
Mali Tanzania Zimbabwe Mali Tanzania Zimbabwe

A Of the 27 tons produced in 1999, 21 tons were produced by large
scale producers.

A On the contrary, of the 35 tons produced in 2018, 21 tons came from ‘
small scale producers while large scale produced 14 tons

A Large scale producers have lost 7 tons for the comparable periods
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STRUCTURE OF THE GOLD INDUSTRY

There are three (3) broad categories of
producers;

Large scale primary producers;

Small scale and artisanal producers;
and

Secondary producers - (by-product
largely from PGMs).



Contribution to 35 tons of Gold Output in 2018

Platinum
producers 7%

Large scale
primary, 33%

Small scale 60%
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CURRENT PERFORMANCE

Gold Production

The gold industry has grown phenomenally over
the past decade, with gold output having
increased from 3.6 tons 1n 2008, to peak at 35
tons 1n 2018.

Gold revenue has also increased significantly
from US$110 million, to US$1.35 billion during
the comparable periods.

The industry has huge scope for further growth
as 1t still has excess capacity (with average
capacity utilisation estimated at 72% 1n 2018)
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The country’ failed to leverage on the price boom
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GOLD REVENUES ARE ON A POSITIVE TRAJECTORY ALBEIT

WITH
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INTER-COUNTRY COMPARISON OF AVERAGE
COST OF PRODUCTION/OUNCE (USD) - 2018
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SHARING THE US$6 BILLION GENERATED
BETWEEN 2012 AND 2018

Other woftotal Shareholders
operating 3%
expensess%u

Foreign
Government supplies 23%

18%

Local
supplies17%

Wages an
salaries34%
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THE SECTOR REMAINS STRATEGIC TO THE
COUNTRY

Notwithstanding the lost decade, the gold
industry remains important in the socio-economic
development of the country through its
contribution to export earnings, government
revenue and employment, among other

contributions.
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GOLD INDUSTRY AND MULTIPLIERS

For every dollar created in the gold industry an
estimated 3 dollars will be created 1n other
sectors of the economy arising from the
multipliers.

The indirect multipliers include the indirect and
induced 1mpacts of the mining sector to the
economy [backward linkages (e.g. transport,
supplies, professional services) and forward
linkages (e.g. electricity generation) etc].
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Contribution to employment

The formal gold industry has created in excess
of 12 000 direct jobs (25%) of total formal
mining employment of around 40 000 and an
additional 33 000 in indirect jobs.

Further, the artisanal and small scale sector 1s
estimated to absorb in excess of 500 000
people.

Contribution to fiscal revenue
The gold industry contributes 18% of 1its

revenues to Government revenue through tax
payments and other fiscal charges.
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Contribution to community development

Activities by gold producers through their
corporate social investment (CSR) budgets has

contributed  significantly to community
development.

19



POTENTIAL GROWTH OF THE GOLD
INDUSTRY SECTOR

The presence of extensive gold deposits coupled
with 1dle capacity presents an opportunity for the

ogold sector to increase output to over 100 tons by
2023.

In line with output growth, gold revenues will
reach US$4 billion by 2023.
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POTENTIAL CONTRIBUTION OF THE GOLD
SECTOR TO THE ECONOMY BY 2023

Contribution to GDP
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Exports
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Revenue
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Current contribution | Potential

Contribution

of the gold Sector to of the gold sector to the

the economy

7%

25%

US$140 million

12 000

28%

economy

15%

35%

US$400 million

20 000

31%

21



GOVERNMENT SUPPORT FOR THE MINING
INDUSTRY

The mining industry has been engaging
Government on a number of areas culminating in
supportive measures including:

Increase in retention thresholds to 55%.

Gold support price introduced during the first half of
2019

Exemption of gold from complying with the
indigenisation law.

Reduction of royalty to the current cap of 5% (and 3%
for incremental output) while for small scale it was
reduced to 1%.



THE GAP/ CURRENT CHALLENGES

Notwithstandingthe supportivemeasures,

the gold mining industry continuesto face
viability challengesncluding
Inadequateforeignexchangeallocations
capitalshortages
Fuelshortagesand

highcoststructure
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1. Inadequate forex allocations
Gold producers retain 55% of gold proceeds with the
remainder liquidated at the interbank market at the

prevailingrate.

The55%falls short of foreign exchangeaequirementsfor the

goldindustrywhichrangefrom 70%to 90%of proceeds

Gold producers also face difficulties in accessingforeign
exchangeon the interbankmarketto supplementthe gapin
their foreign exchange requirements, resulting in input

shortagesand productiondisruptions
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2. Delaysin funding nostrosfor gold delivered
to Fidelity Printersand Refiners

Gold producers are also facing delays in the
disbursementof foreign exchangefor gold delivered

to FidelityPrinters

Thesedelays,which average3 weeks, have further
worsenedinput shortagedn the goldindustry,
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3. Highcoststructure
Local gold producersface a high cost structure characterizedby high
Input costs,high costof funding,highlabor costs,and suboptimalroyalty.
Thec o u n averggead-in cost of producingan ounceof gold at USF1

080in 2018 remainsthe highestin the region

To note, a numberof minesincur costswell abovethis average,
with narrow seam mines averaging around $1 350 and heap
leachablalepositsaveragingaround$l 300asof 2018

Theseminesare strugglingto breakeven,and some,havealready
been placed under care and maintenance,while others are
contemplatingpn suspendin@perationcompletely
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4. Capitalshortages

The local gold industry continuesto face seriouscapital shortagesto
financetheir operationsandexpansiorplans

The gold industry requiresin excessof US1 billion in the next five
yearsto sustaingrowth and developmentof the sectorandachievethe
output targets

Local financial markethaslimited capacityto financesuchhugecapital
requirement®nthe backof liquidity challenges

Whenfacilities arelocally available theywill beexpensive
Offshorefacilitiesare alsoexpensivedue to countryrisk premium

As a result, mining companieshave struggled to fund exploration
activitiesaswell asfacingdifficulties in retooling
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5. Powershortages

Thepower supplysituationin the remainsfragile

Most gold producershavebeenexperiencingsevere

power outageswith somegoingfor 7 dayswithout

power, leadingto widespreadoutput losses

28



6. Suboptimaltax framework

The gold industry, like any other mineral subsectorsmultiple revenue
collecting agencies multiple legislative instruments governing the
system andmultiple tax heads

This,compoundedby highroyalty (whichis not deductiblefor taxation)
has not only compromisedthe viability of the gold industry, but also
underminesthe competitivenessof Zimbabwe as a destination for
ForeignDirectinvestment(FDI)

Royaltyfor gold at 3% on incrementaloutput with a cap of 5% remains
high comparedto the region and underminescompetitivenessand
viability of the localgold producers
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DIFFERENT FISCAL INSTRUMENTS APPLICABLE
TO THE MINING SECTOR AND THEIR GOVERNING
INSTRUMENTS

CorporatdncomeTax IncomeTaxAct Standard®5%, SpecialMining Leasesl5% (Zimplats& Unki)

NSSA

Withholding Tax IncomeTax Act Payableon dividendsremittedoutsidethe country,15% for both
residentaindnon-residents

Aids Levy IncomeTaxAct The levy becameapplicable to mining with effect from 1
January2015 3%

VAT ValueAddedTaxAct 15%. Inputsqualify for defermentExportszercrated

PAYE IncomeTax Act Up to 35%

CapitalGainsTax CapitalGainsTax Act levied on the capital gain on specifiedassetsuch as land and
buildings,andany marketablesecurity

Royalties MinesandMineralsAct 1% (smallscale) for large scale, 3% on incrementaloutput with

acapof 5%

Mineral ExportTaxes

It varies with mineral

CustomsDuties CustomsandExciseAct Allowed in full for all mining capitalexpenditurefor exploratior
andminedevelopment
MarketingCommission MMCZ Act 0.875% of sales
Prospecting@indotherlicences Various Various
EMA Charges EMA Act 2% of grossrevenue
ZIMDEF Levy Manpower Planning 1% of payroll
DevelopmenAct
RadiationProtectionFees RadiationProtectionAct Licensing of radiation generating apparatus Medium scale

operating mining and mineral processingfacilities fees are
US$15,000 per annumwhilst for large scale facilities the feg
chargeds US$40,000perannum




Comparison of Royalty Rates: Zimbabwe and Regiona

Countries
Country Royalty rate
DRC 2%
SouthAfrica 3% unrefined

1.5% refined

Senegal 3%

Ivory Coast 3%

Mali 3%

Ghana 3%

China 5%

Brazil 1-1.5%

Tanzania 4%

BurkinaFaso 3-5%

Zimbabwe 3% on incremental output with a cap of

5% (Large Scale),
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UNLOCKINGHEPOTENTIADFTHEGOLD
MININGINDUSTRY

Critical success factors for sustained growth and
development 1include:

Adequate foreign exchange allocations
(disbursed timeously)

Adequate capital;
Low cost of production;

Adequate and affordable electricity and other
infrastructure

Skills and technology;

Conducive business and Investment
environment




Adequate foreign exchange allocations (disbursed timeously)
Theis needto guaranteeadequateforeign exchangeo the gold industryto allow
gold producersto import critical materialsfor production

Retentionthresholdsshouldbe reviewedupwardsto between75%to 90%n line

with foreign exchangerequirementsfor gold producers (Themajority of suppliers
are demandingpaymentsin foreignexchangein isolatedcasesvhereRTGSlollar is

acceptedihe pricesare asmuchas10timesthe USh price)

RBZ shouldreducethe turnaroundperiod for depositingforeign exchange
Into nostrosfor gold deliveredto Fidelity, to not morethan7 daysin order
to curtail productiondisruptionsarisingfrom input shortages
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Theindustryrequiresmore than US$1 billion for both sustenance
andramp-Up

Theindustry requiresin excessof US1 billion to achievethe desired
productiontarget of 100tonsby 2023

This capital is for both sustenanceand ramp up of production, with
approximatelyU$540 million (60%) requiredin 3 years(between2019
and2021).

40% of the total capital requirements are related to sustaining
operations,while the remainderis targetedfor rampingup production

Governmentshould mobilise affordable and long term lines of credit
for the goldindustryto bridgethe fundinggap
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Prioritizegoldproducerdor powerallocations

Gold producersshould be guaranteeduninterrupted
power supply to avoid production stoppagesand

output losses

Thepower shouldbe competitivelypricedin orderto

curtail productioncosts
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Othercritical succes$actorsinclude

A supportive Gold DevelopmentPolicy framework
which clearlyoutlinesthe roadmapto achievingthe
100ton target

A supportivelegislativeand regulatoryframework
A low costoperatingenvironment

A stable, predictableand competitive fiscal regime
characterizedoy low royalty which is deductiblefor
taxation as well as streamlined and low fiscal
charges

A deliberate policy framework targeting
formalisationof artisanaland smallscalemines
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Resolution of the above critical success factors
should be accompanied by the following:

» Resuscitation of closed mines;
» Increasing installed capacity;
» Developing new mines.
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CONCLUSION

The gold industry has significant growth
potential.

Resolution of identified constraints will unlock
the industry’s full potential and attain the 100
ton target by 2023.

All key stakeholders should participate and play
a part in achieving this objective.
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Thank You



