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The State of Affairs

Contribution of Mining to GDP

YEAR CONTRIBUTION TOTAL GDP % SHARE OF

TOTAL GDP
1988 0.24 77.76 0.31
1989 0.25 83.46 0.30
1990 0.27 90.36 0.30
1991 0.27 94.36 0.29
1992 0.28 97.42 0.29
1993 0.30 100.03 0.30
1994 0.31 101.04 0.31
1995 0.31 103.30 0.30
1997 0.32 107.02 0.30
1998 0.33 111.05 0.30
Cumulative Annual 3.6% 4.0% -0.4%

Growth Rate
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The State of Affairs
Contribution of Mining to GDP

*Total revenues of

80.9 million (1999); 309.2 million (2002); and
298.5 million (2004)

*Contribution to GDP largely driven by about
1102 Quarrying licenses/leases



Reasons for State of Affairs

*Opaque licensing procedures leading to
speculative holding of mineral titles

*Prevalence of illegal Miners

Conflict between Federal/State governments
over ownership rights

Lack of geological information & data @
4 MSMD
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Reasons for State of Affairs

*Too much discretion per 1999 Mineral &
Mining Act

Lack of internal capacity to support service
delivery

Direct involvement of Government in mining

operations . 0--'
5 MSMD




The Conseqguences

Lack of transparency in procedure for
granting access to mining title

*Non security of mining rights with adverse on
investment decisions

*Confusing signals as to ownership of mineral
rights

L ost opportunities in decade of mining booﬁ
6 MSMD
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Decade of boom Iin African
Mineral Exploration- Ghana
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Decade of boom In African
Mineral Exploration - Mali

Gold Mine Production
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Decade of boom Iin African
Mineral Exploration - Tanzania
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Decade of boom In African
Mineral Exploration -Rwanda
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Global Prices of Tantalite
(1996-200)

m 1996 -$14 per kg
m 2000 — $70 per kg
m 2001 — $165 per kg
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Our Mandate:

To Transform Nigeria into An Irresistible Mining
Destination For Global Capital

Our Vision:

To exploit the mineral endowments spread
across the nation for the Wealth and Peace of all

Nigerians 0
2 MSMD
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mDevelopment of a National Policy with clear
direction for future activity in the sector

mResolution of conflict over ownership of

mineral rights

mRestructuring of the Ministry for effective
performance as “Administrator-Regulator” of
the Sector

mReview of the Minerals & Mining Act of 1999 to
becoming more attractive to mining investmégt
¢apital MSMD




The Broad Strategy:

mEstablishment of transparent mechanism
for granting access to mineral titles

mStrengthening geological data generation
capability

mPrivatization of Mineral Assets of Moribund
parastatals

mPromotion / Marketing of Investment
Opportunities
14

C
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Development of a National Solid Minerals Policy:

mCentral theme is the clear definition of role of
government as “administrator-regulator”

mRedefinition of Solid Minerals as a Strategic
Sector for National Development
mEmployment Generation
mWealth Creation
mPoverty Alleviation

mAnother opportunity for correcting the mistakeé
of past mis-governance of mineral revenue v

15 mA tool for better socio-political co-existence MSMD
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Development of a National Solid Minerals Policy (contd):
mThe frontal role of the private sector as

drivers of growth in the sector

mApproved by the National Council on
Privatization in November, 2005

mAdoption by the Federal Executive Council
on March 15, 2006
@®

MSM




Resolution of “Conflicts” over ownership o
Mineral Resources

mA peaceable sector is key to the orderly
development of the Sector

mSection 44(3) of the Constitution and Section
1(1) of the Minerals & Mining Act 1999

mPlaces Solid Minerals as well as oil & gas on the
exclusive Legislative List

mEstablishment of State Ministries of Solid $
I};Imerals considered illegal MSVD




Resolution of Conflicts (contd.)

mConfusing signals to investor community with adverse
effect on orderly development of sector

mNeed for States to strictly comply with NEC

directive abolition State Ministries of Solid

Minerals

mMechanism for collaboration with States and Local
Government established under the State Mineral Resources
& Environmental Management Committee

mState Governors already informed on need to inaugurate

these committees
mCooperation between all tiers of Government @
essential for effective governance of the Sector MSMD
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THE NEW MSMD
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Objectives of the New MSMD:

mEffectiveness & Enhancing performance
as “Administration — Regulators” of the
sector

mDefining the vision and raison d’etre
mValue Delivery

mDefining core & auxiliary functions
z)lnvestor Friendliness

MSMD
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MINISTER

THE OLD MSMD

MINISTRY OF SOLID
MINERALS
DEVELOPMENT

. Dept of Planning Dept of
Dept of Mineral Ei q R h& = |
Economics and inance an esearc ersonne
Promotion Supply Statistics Management

MSVD




Legal Unit, Internal

Audit, Protocol
Unit, Press Unit,
Stock Verification

Ministry of Solid Mineral Development

MINISTER

Sustainable
Management of
Mineral Resources
Programme,
Bitumen Project

MINISTRY OF SOLID
MINERALS
DEVELOPMENT

Mining
Cadastre

22

Policy Unit/ Revenue
Unit
Regulatory Unit

Geological Survey of
Nigeria Agency
Research, Statistics /
Mineral Promotion
Functions

Dept of Finance
and
Administration

Mines
Inspectorate
Dept

Artisanal &
Small Scale
Mining Dept

| Mining
Environment

MSMD
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The Minerals & Mining Bill




Objective: To provide a legislation that meet
global best practice and attractive to investment
capital

Strategy:

mRepeal & re-enactment of the Minerals &
Mining Act, 1999
mRemoval of discretionary powers of officials
mEnsuring of security of tenure
mEasy access to mining titles
mCompetitive fiscal regime
mAutonomous Cadastre @
mRecognizing Artisanal & Small scale miners  pmsviD
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Strategy (contd.):

mCreation of State Minerals & Environmental Mgt.
Committee:
mCentral to resolution of conflicts between host communities
and mining companies
mComposition includes:
mRepresentative of the MSMD
mRepresentatives of both the Federal & State Environmental
Ministry
mThe State Surveyor-General
mRepresentative of the State Ministry of Agriculture
mRepresentative of State agency overseeing land matters
mRepresentative of applicable Local Government Council 0
mRepresentative of the Host Community, on a need basis ISMD




Strategy:
mMain functions of the Committee include:

mProvision of advise with regards to
supervision of mineral exploitation and

Implementation of social protection measures

m Advise of Local Governments/communities
on implementation of programs for
environmental protection

mAdvise the Minister on strategies for

resolving conflicts amongst stakeholders ¢
MSMD




Strategy (contd.):

mEstablishing of a Community Development
Agreement Provision

mBest Practice provision for addressing social

Issues in host communities. E.g. Rio Tinto &
Madagascar

mBill is a Hybrid of best practice provisions
from competitive mining jurisdictions. E.g.
Chile, Tanzania amongst others

MSM




Strategy:

mEndorsement at both national and
International fora

mlLagos, New York, London, Washington DC,

Cape Town
mPublic Hearing held in December, 2005

mFinal passage of Act expected by early
May, 2006

mSignificant support of the Senate & Hous@&
28 Committees on Solid Minerals MSMD
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THE MINING CADASTRE OFFICE

An Answer to Opacity in Granting
Access to Mineral Titles

MSM




The Mining Cadastre

mThe Cadastre is a major vehicle for conveying
mining sector reforms

mAll Mining sector reforms are based on the
provision of a modern and transparent mining
title reqgistry with the responsibility for:

mGranting licenses on objective criteria

mApplying “first-come, first-served” rule

mGranting exclusivity of rights

mEnsuring security of tenure & transferability of

mining titles @

MSMD
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Objectives of the Cadastre:

mEnsuring Transparency in Granting Access to
Mineral Titles

mCurbing lllegal Mining

Strategy:

mClean-up of mineral title reqgistry via the
Revalidation exercise
mEssential to eliminate incidence of overlapplng t|tles
mDetermining the validity of licenses
31 mCompleted November, 2005 MSMD




Findings from Revalidation Exercise:

mOnly 10% of mineral title holders turned up
revalidation

mValid submissions equal to 30% of total
submissions

m80% of mineral titles (1102) essentially for
guarrying purposes

mEstablishment of single database of all mining
permits and licenses

mNew licensing system to roll-out April, 2006

mCreation of Mining Desks at EFCC State Offibes
32 MSMD




Ongoing Programs:

mCreation of mining desks at EFCC Stat€
Offices

mCreation of Mining Desks at EFCC State

Offices

mEstablishment of single database of all
valid mining permits and licenses

mNew (modern) licensing system to roll-
out April, 2006

mDrafting of Cadastre Regulations &
33 MSMD
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Privatization & Deregulation




Privatization of Mining Assets of NCC anC
NMC:

mProcess on-going with Calls for
Expressions of Interest

mVery encouraging responses with more
than 50 expressions of interest

mCoal Properties (15) including BHP Billiton
mBitumen Blocks (10) including CNPC of China
mNMC Leases (25) including Dome Ventures of_

%

Canada |
MSMD




Federal Republic of Nigeria

List of some companies expressing interests

Name of Company

Country

BHP Billiton

Australia

Zinjing

China

Masefield

Canada

SINOPEC

China

TEAL

South Africa

Energem

South Africa

Enel

I1taly

Western Oilfields

Canada

Tonogold

USA

Dome Ventures

Canada

Eyesizwe

South Africa

Lake Ashphalt

Trinidad & Tobago

Newmont

USA @

36
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Development of Green Fields




Development of Green Fields:

mWith major emphasis on exploitation of
iImport substituting mineral commodities:

mBarytes & Bentonite

mGypsum, Feldspar, Limestone
mKaolin, Phosphate etc

mHuge disparities in Supply & Demand
presents significant opportunities for sector

growth &
38 MSMD
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Annual demand and production for selected minerals
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The Importance of
Geological Data
Generation
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Cost-Benefit Ratio of Geological Surveys

34
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reserves

Country Input (Output) Impact (OQutput) Total Cost
Consequential Indirect GNP To Benefit
Growth in GNP Gain Via R atio Over
Related 20 Years
Industries
Description Cost
Bolivia Mineral $6m $130m Private sector 1:130
exploratio investmentin
n country
Gold production $19ml/year
gemstones $3.2m/year
Sum atra Geology & $8m $67m Private sector 1:8
geochemi investmentin country
stry
Mapping
Peru Geochemistry $12.5 Private sector
surveys m investmentin country
$48m/year Copper production $100m /year 1:2600
$490m in 1999 Gold production ($9bn $1030/year
reserves)
Zimbabwe Structural $1.5m $5m Private sector 1:1140
mapping investmentin country
$550m Discovered gold $1155m
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Implementation
Challenges




Implementation Challenges
mLong-term nature of Investment in Mining

mCollaboration between Federal, State and Local
Governments for peaceable development of

sector

mintergovernmental and Infrastructure
constraints
mPower, Access Roads, Transportation
linkages

mEnvironmental issues — Mine closure + Ge@4
43 hazards MSMD
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Implementation Challenges (contd.)

mDevelopment of a guaranteed funding window

for Nigerian Junior Mining Companies
mMechanism within the Micro-credit framework of the
CBN

mDevelopment of regulatory capacity
mStrengthening the Mines Inspectorate

mCreation of revenue, royalty assessment
mechanism with significant inputs from the N-EITI

template 8
MSM
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NEVW MSMD:

It is all about:

m Globally comparable legal and fiscal
framework

m Strong regulatory and enforcement
capacity

m Reliable geological and geophysical data

m Strong institutional capacity

m Robust private sector leadership 0
. MSM
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THANK YOU

MINISTRY OF SOLID MINERALS
DEVELOPMENT

Making The Earth Work For Us
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