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Executive Summary

GHEITI workas predominantly focused on Large Scale Miniing oil and gas sectawas included in

2012. hisreport envisages the scope of implementing Artisanal and Small Scale Mining (ASM) into its
programns. It isjustified in view of a surge in licead small sc& producers of gold and diamonds aad
correspondingincrease in illicit mining activitie@inlicersed miners) known aggalamsey with the
formalization of small scalenineralproduction in Ghana.

Over 1300 registered small scale mining groups eargaged in the mining of gold, diamonds and
industrial minerals.Atiwa and Amansie West district v the highest concentration of licensed
companies numbering 160 ASMs and 161 ASMs respectiVhbre are eightyhree (83) licensed
industrial minerals op&tors of quarries and salt. The Study chanced upon over 90 unlicensed ASM
spread across 24 administrative districts of Ghana.

Mining sectorcontributed about1.8% to Gross Domestic Product (GDI) 2013 even with the
expandedeconomy with oil and gas-rom a development perspective, ASM is one of the most complex
economicsectors, whichrequire increased regulatory attention for maximum benefRSM gold and
diamond Exports in 2013 was US $ 2bihcontributed an impressive 14.7% of the totilerchandse
Export in 2013

Minerals and Mining A¢R0066 ! OG Tnoov FyR AGa FO0O02YLIl yeAay3d NBIdZA |
mining with Sections 81 t89 applyingo smaltscale mining operations only.

Thirteen (13)Licensed Buying Companies (LBCEuding PMMGct as marketing winger ASMs.

ASM Governance institutional infrastructure is quite elaborate mporting requirements are not
entirely adhered to by ASM.Some smalscale mining companies and industrial mineral operators,
which frequently have at least basic administrative structures in place, operate on revenue streams
significant enough to merit EITI implementatiofotal benefit accruing to government by ASMs is not
insignificantin 2013 &out GHS 0.5 million was collected as MaidRights fees from ASM and Industrial
Minerals operators, GHS 2.2 Million for royaltescluding payments to MMDAEITI Implementation
would possiblyunearth other payments made SMs, whiclhitherto remains unpublished

Visiting 129 mine siteim addition to meetings interviews with stakeholdes methodology for collating

and analyzingviews from ASMs, Government,and civil society was elaborate but paid off with
interesting disclosures. All the relevant stakeholders are of the consensus that incorporating ASM into
the mainstream transparency accountability effort is laudable. It is an undisputable fact that GHEITI

12013 GHEITI Report on Mining Sector

%2 See Table 8
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work in the LSM iming and petroleum sector has been very successful and they all expressed
willingness to participate and provide the necessary data.

The study has identified potential participants for the first ASM EITI Audit after clearly outlined possible
barriers andimpediments to its implementation have been addressed. Drivers of success in the
Implementation strategy hae also been identified

Recommendations of the Scoping stuahe contained in daft implementation Road mdVork planto
ensure unimpedeghrogramexecution These include;
1. Bringing together Identified Stakeholders for discussion;
2. Building capacity of Government and Civil Society groups through sensitization workshops;
3. Creating ASM Representative slot at talti Stakeholder GrougMSQ
4. Preparing coprehensive guideline for ASM Reportipgrtinentin view of their unstructured
nature;
5. Industrial Minerals and Tailings RecovE@pmpaniesmust be includedn ASM Reconciliation
since thesalreadypay royaltiesand other benefits
6. ASM Reconciliation mube preceded by a eopilation Reporthat assesses and summarizes
transactions of hundreds of participating licensadaltscalecompanies.
7. Final ASM Reconciliation should be second tiered to LSM Audit Report in order to produce one
comprehensive Miningector Reconciliation
8. Royalties would have to be collected by MMDASs on behalf of GRA at processing centers
crushing centers and on site concentrating points. MMBi#&td enforcemenimuscle, whichs
absolutely necessaryp ensure compliance.

With its focus on revenue transparency, the EITI has particular interest in the sizeable revenue streams
that pass through the ASM sector. In fact it is variously speculatedstraerevenues from ASM are

lost through smugging and other informal channelbypasd y 3 ( K Ss fiso#l dpparaiiB. (This
undoubtedly deprives the country of much required funds for development and leaves ASM
communities impoverished. It is to address these imbalances@i&ilT$ covelageof ASMactivities is
strongly recommended.
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1.0

11

111

1.1.2

1.1.3

INTRODUCTION
Background to the Assignment

In areas where transparency and accountability are trampled upon, poverty, corruption, and
conflict assumes unimaginable dimensions. Good governance is a key to converting revenues
from extractive industries into economic growth and poverty reduction.

Exractive Industries Transparency Initiative

The Extractive Industries Transparency Initiative (EITI) is a global standard that promotes
revenue transparency and accountability in the oil and gas and mining sectors. It is an
international initiative betweengovernments, companies and civil society groups to promote
transparency in the flow of revenues from extractive companies to host country governments
based on a set of criteria for transparent reporting on the revenue streams and other benefits. It
has arobust yet flexible methodology for disclosing and reconciling company payments and
government revenues in EITI implementing countries.

The purpose of the initiative is to encourage greater transparency in the extractive sector. This
would enable citizes to make informed demands for the fair and sustainable use of revenues
generated through the exploitation of naturaksources. It is expected thaiccountable
governments and informed public will contribute to greater political stability, increasedigecur

in mining communities and improved investment climate.

EITlIimplementationhas Two Core Components:

Transparency: oil, gas and mining companies disclose the payments they have made to the
government, and the government discloses its receipts from adbmpanies. The figures are
reconciled by an Independent Administrator, and published in annual EITI Reports alongside
contextual information about the extractive sector.

Accountability: a multstakeholder group with representatives from governmeabmpanies

and civil society is established to oversee the process and communicate the findings of the EITI
WSLI2NIZS ONBIFGAY3 GKS LI FGF2NY FT2N) OAGAT SyaqQ Sy
report.

History of the EITI

The EITI has evolved ovemtgears since the first EITI Conference in 2003 at which the EITI
Principles were agreed. These Principles, on which the EITI is based, state that the wealth from a
O2dzy i NBQa Yyl (GdzNFf NBa2dz2NODSa akKz2dzZ R &téwa®ds A G | f €
of transparency and accountability. After the Principles were agreed, rules were drawn up to
ensure that all EITI member countries committed to a minimum level of transparency in
company reporting of revenues paid and government reporting oéipgs (EITI International
Secretariat; 11 July 2013)
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1.1.4 EITI Standard
TheEITIStandard & |y AYGUGSNYylFGA2ylrf &adFyRIFEINR GKIFG Syad
gas and mineral resources. The EITI &igoh provides the requirements and guidance on how
to report activity in the oil, gas and mining sectors and ensures that this information is available
to the public. The Standard also covers areas such as license transparency, transit and state oil
sales. It was formally launched at thEITI Global Conference in Sydney223May 2013
following an extensiveonsultation process (http://eiti.org/document/standard,
(http://eiti.org/sydney2013.

1.1.5 EITI Implementation Requirements
The EITI Requirements are the requirements to which implementing deanmnust adhere.
There are seven minimum requirements and implementing countries are encouraged to go
beyond them where stakeholders agree that this is appropriate. These are:
1 The EITI requires effective oversight by the msttikeholder group.
1 The ElTilequires timely publication of EITI Reports.
9 The EITI requires EITI Reports that inclemigtextual informatiorabout theextractive
industries
1 The EITI requires the production of comprehensive EITI Reports that include full
government disclosure of extractive industry revenues, and disclosureroftdtial
paymentsto government by oil, gas and mining companies.
The EITI requires a credible assurance process applying international standards.
The EITI requires EITI Reports that are comprehensible, actively promoted, publicly
accessible, and contribute to publielohte.
9 The EITI requires that the muttiakeholder groupake steps to act on lessons learned
and review the outcomes and impact of EITI implementation.

= =4

1.1.6 EITI Implementation
The 2010 and 2011 EITI Reports were published in February Z8&38e include oil and gas
revenuesproduction volumes, mineral export values, the names of companies operating in the
country, production data by company, production stream values, royaltgecial taxes,
dividends, license fees and acreage feledormation on applications for mining concessions is
available for a fee, but there is no clear explanation of how licenses are allocated. Mining
contracts are not published and it is difficuti valuate the actual fiscal terms that apply to
companies. However, the Jubilee Field oil contracts are available on government
websites. There is therefore further room to strengthen links between EITI and other efforts
such as the work of the Publicténest and Accountability Committee, the Intbftinisterial
(Energy and Natural Resources) Committee, the GlobalcAntiption Commission and the
Parliament.

The EITI Board has approved the transition arrangements for the EITI Standa@haRait is
required that the 2012 Report is published in accordance to the EITI Standard by 31 December
2014 and it is expected that the work pldre updated accordingo the Standard by 31
December 2013nttp://eiti.org/files/ghana_ 2012 annual activity report.ppf

10| Page
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1.1.7 EITImplementingCountries
All countries withextractive industry sectorsan implement the EITI Standard. A government
intending to implement the EITI Standard is required to undertake certain steps before applying
to the international EITI Board for EITI Candidate status. These include announcing a clear
adFadSYSyd 2F (GKS 3I320SNYyYSyidiQa O2YYAGYSyas RSO
what the country wants to achieve with the EITI and how it intends tohrdad| Compliant
status, and establishing a muttiakeholder group together with companies and civil society.

Twentyfive countries have status as EQdmpliant countriesThis means that the country has
completed at least one reconciliation report chéwy revenues paid by companies to
governments, and also effectively passed a Validation report, where the gmiireess that
produces reconciliation reporis put under review.

1.1.8 EITI Supportin@ompanies
Extractive companies are at the core of EITllémgntation by annually reporting payments to
the government in implementing countries and helping to govern the EITI process at the local
and international levels. Company advocacy has resulted in several countries beginning EITI
implementation. Nearly 8@ompanies involved in oil, gas, and mining support the EMdr 95
institutional investors also support the EWith total assets under management of more than
US $19 trillion.

1.1.9 Extractive Industries in Ghana
Ghana is the secordrgest gold producerin Africa. In 2012, the mining sector alone
O2y iNAROdzGSR wTr 2F GKS G241t GFlE FyR ¢ 27
corporate tax exceeded royalties for the first time. The extractive sector accounted for 56% of
exports in 2011, up from 12% 2010 due to oil discoveries. However, its overall contribution to
state revenues is relatively small, leading the government to change royalties for most
commodities (including gold) from a variable 3% to 6%, to a flat 5% in BOffhis looks set to
0S 2FFasSi o0& FritftAy3a O2YY2RAGE LINAOS&asx SaLISOAl
widen.

Oil production began in 2011. Oil revenues have probably already surpassed mining receipts,

and gas production looks promising in the futu@hanais revising it€Exploration and

t NERdzOGA2Y . AfftX | LASOS 2F tS3aratlridArzy RSai3
sector, management of oil blocks, inspection requirements and management of the social and
environmental impact of the extrac&vindustries. This builds anfairly sound legal and policy
FNIYSE2N]l F2N YAYyAy3d gKAOK Yz2aidfte RNAGSaE A
(15"/58). However, it is too soon to assess its implementation in the oil sector.

(et
A

1.1.10 Ghana Smaibcale Mine Hraction
h@SNI pre: 2F (GKS O2dzyiNEB QA 2dzliLizi 2NARIAYIFGSa 7
the country and following the privatization of the Ashanti Goldfields Corporation (AGC) in 1993
the company, through investment from a British companynrbo, has modernized its
operations. The company now uses an environmentally friendly production process known as
naturally occurring bacterial oxidation (2012, Annual EITI Report, EITI Secretariat, MOFEP,
December 2012).
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However, an increasing portionf the countries remaining 10% of gold output is from small
a0ltS YAYSNRERO® cC2ft2oAy3a GKS 3TF20SNYYSyiQa wmdoy.
(referred to as galamsey in Ghana) there has been a large increase in the number cicateall

mining operations which, unlike AGL, do not extract gold in such environmentally friendly ways.

The government legislation was enacted to prevent illegal gold extraction, which it claimed
O2yadAiGdziSR wHmE: 2F DKIFIylFQa G20l 02 édai NB2A& I VIRG &
revenues from gold.

The majority of smalcale gold mining activities extract alluvial deposits of gold. Their
processes of extraction are outdated and harmful to the surrounding environment. The major
environmental impact resustin the diversion of rivers. After the mining is completed, the rivers
are not redirected to their original courses, which in turn result in the pollution of waters and
destruction of surrounding flora and fauna. The mining activities also degrade trmusding

land by increasing atmospheric air pollution, contaminating surface and ground water and
increasing soil erosion and leaching. The pollution is, in the most extreme cases, leading to
desertification and permanently changing land use from agrticellto waste rendering it
useless to traditional inhabitants when the mining operations are completed. In the short run
the inhabitants of the region suffer from sickness and disease related to contaminated drinking
water supplies.

1.1.11 EITI Implementatiom Ghana
Ghana signed on to the Extractive Industries Transparency Initiative in 2003 and has since been
implementing the Standard. The implementation of the EITI started with the mining sector and
extended to the oil and gas sector in September 2010.
The Ghana version of the initiative is called the Ghana Extractive Industries Transparency
Initiative (GHEITI). A twenty (20) member National Steering Committee (NSC) made up of
representatives from government, mining and oil and gas companies, and CivitySocie
organizations have oversight responsibility over the activities of the initiative.

The specific objectives of the Ghana EITI are to:

1 Enhance the demandide of social accountability by providing public insight into
revenues derived from the exploitatioof the country's mineral resources;

1 Create the platform for public debate on the spendeafficiency of extractive
sectorrevenues; Identify gaps and weaknesses in resource revenue management and
make recommendations to prevent revenue leakage;

1 Enhance hte communication efficiency of GHEITI and ensure that mineral revenue /
expenditure information are provided in a timely manner, and in an accessible and
comprehensible format;

1 Guarantee the sustainability of Ghana's EITI by backing it with legislation
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Fig. 1: Map of Ghana showing Mining locations
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Fig. 2: Map of Ghanashowing New Gold Deposits
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2.0 SCOPE OF ASSIGNMEND METHODOLOGY

2.1 Scope of Services and Terms of Reference

2.1.1 Introduction

¢KS adz A {GF1SK2f RSNJ DNRdzlJ 6a{Duv 2F DIO9L¢L N
l{aé¢ OGKNBdAAK I O2YLISGAGADBS O0ARRAY3I LINRPOSaad ¢H*
YR RS@St2LJ I NRFIRYIFILI 2F K2¢g (2 AYASMSMeSY(d DI 9

contract was awarded and workemmenced June 2014.

EITI Brief

The World Summit on Sustainable Development in 2002 saw the deb@&ITdf that has
thereafter evolved into an impressive globatgcognized good governance tool intended for
greater revenue transparency in the extractive industries in resotiotecountries.

EITI is now @rocess thatseeks to build multstakeholder partnerships in order to increase the
accountability of goverments and companies through the verification and full publication of
company payments and government

In conducting the assignment, SRC Consulting Ltd engaged experienced professional staff to
undertake the assignment, applied sound technical practices raathods and made use of
available and necessary data in carrying out the assignment. The scope of the assignment was as

follows:

1. Establish the number of ASMs, both licensed and unlicensed in the country.

2. Establish the population density of ASMs in dfe parts of the country.

3. Establish the annual output and corresponding revenue of ASMs in the years 2007 to 2011.
4. Establish the reporting relationship between licensed and unlicensed ASMs and the Minerals

Commission (if any) and the issues which theg®recover.

Establish relationship between ASMs and licensed mineral buying companies registered by

the Minerals Commission and possible tracking of purchases by licensed byers from ASMs.

6. Establish the relationship between licensed mineral buygogpanies and the Minerals
Commission.

7. Establish the operations of licensed mineral buying agents of the PMMC and other licensed
Buying Companies to ascertain whether or not they perform their functions in accordance
with the terms of those agreements.

8. Asertain the nature and frequency of payments ASMs make to land owners and traditional
authority as well as the MMDASs in jurisdiction they work.

9. Establish the reporting relationship between licensed ASMs and the respective MMDAs (if
any) and thdéssues thathese reports cover.

10.9ELJX 2NB (KS LRaaAoAtAGE 2F fSgeAy3d Neelftdge |

11. Assess the readiness of ASMs to join GHEITI.

12. Establish the reporting relationship between licensed ASMs and the Ghana Revenue
Authority, the Environrantal Protection Agency and any other State Agency (if any) and the

issues thathese reports cover.
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13. Suggest a roadmap and strategy for drawing in ASMs into the EITI.
14.) y& 20KSNI AYF2NXIFGA2Yy GKIFG oAttt 0SS dzaSTdzd Ay
YR LI &YSyid Ft2a yR K2g G2 O2@0SN) 6§KSY dzyRS

2.1.2 Objective of the Assignment
The Objective of the assignment was to conduct preliminary studies into the possibility and
challenges of including smaitale mining in the GHEITI progeEhe practical situation in Ghana
is that many parts of the country with significant mineralization are being exploited by both
legal entities as well as séthposed miners; galamsey Though the assignment explored the
possibility of roping ASM/SSMstanthe GHEITI and imminent challenges, it also offered the
opportunity to know how to regularize the sector through participatory approach with
stakeholders.

2.2 Location of Assignment

The Assignment was carried out in nine (9) regions of Ghana, where both licensed and
unlicensed artisanal and smaltale mining activities are being undertaken. These were the
Central, Western, Eastern, Volta, Ashanti, Brong Ahafo, Northern, Upper Eakipper West
regions. The Greater Accra region has no known legal/illegal mining operations as it was not
contained in the list of operational ASM locations submitted by the Minerals Commission, hence
the exclusion in the study. It must be emphasized hosvetat the Upper West region has no
registered ASM but was covered by the survey because of its potential. Currently there are
galamseyoperations along the Black Volta.

2.3 Exploring the Scope of Services

Activities that were undertaken for effectiweoping included but were not limited to the
following:

1. Establish the number of ASMs, both licensed and unlicensed in the country

1 Enquire from the Minerals Commission nationwide data on listed licensed ASMs

1 Alternatively, records on all registered andelised ASMs will beought from the
appropriate designated areas/offices of the Minerals Commission

1 Through records, reconnaissance and observations, data will be acquired on the number
of unlicensed ASMs in the country

1 Unstructured interviews as well asriging casual conversations with surrounding
licensed ASMs/respective MMDAs might help locate unlicensed ASMs

2. Establish the population density of ASMs in different parts of the country
1 Through reconnaissance survey or the help of marked maps we deteareas where
mining is dominant and find out the square km of the area as well as total population
of ASMs in the area to arrive at the population density (total square km divided by total
population)
1 Alternatively, previous literature on these areas if itadale will be reviewed to save
time and resources
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3. Establish the annual output and corresponding revenue of ASMs in the years 2007 to 2011

9 Contact the Precious Minerals Marketing Company Limited (PMMC) for records on
buying and selling of precious mineah Ghana and output and revenue data for
ASMs (if any)

1 In the case of unlicensed ASMs interviews and structured questionnaires would be
applied

 Establish wayside buyers of produce from unlicensed A8MI2 y (i I O S AGK &. c
0KNRdAK (KS a3l y3ace

4. Establish the reporting relationship between licensed and unlicensed ASMs and the
Minerals Commission (if any) and issue which these reports cover
1 Acquire information from the department in charge of reports submitted to the
Minerals Commission as well fism the ASMs (licensed) who may have copies
1 Identify common reports and do gap analysis
91 Determine procedure of actions taken
9 Time duration before action is taken
1 Outcome of actions taken

5. Establish relationship between ASMs and licensed mineral buyognpanies and the

Minerals Commission

1 From the Minerals Commission acquire available data on all licensed mineral buyers
within the given areas

91 Determine frequency of transactions between the ASMs and mineral buying companies

9 Study the framework of relatizship that exist between ASMs and licensed mineral
buying companies

9 Identify and define the link that connects ASMs, licensed mineral buying companies and
the Minerals Commission

6. Establish the relationship between licensed mineral buying companies andMirgerals
Commission
9 Under which laws and legal framework are they bound
1 Policies made by the minerals commission that govern the proper, legal and acceptable
process of purchasing minerals from ASMs both licensed and unlicensed
91 Determine how both bodies @rk exclusively as well as the reliance on each other

7. Establish the operations of licensed mineral buying agents of the PMMC and other
licensed Buying Companies to ascertain whether or not they perform the functions in
accordance with the terms of thosegaeements
1 Acquire data of mineral buying agents under PMMC from PMMC records (stated earlier)
1 Acquire data of independent mineral buying companies possibly from the Minerals
Commission

1 Gather information through the most preferred and required data coi@ctimethod on
operations of both groups with regard to their relationships with ASMs and how their
transactions are undertaken (expanded in the methodology)

9 Identify differences and similarities as well as pointing out breached terms of

agreements withirboth groups in the process of operating
17| Page
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1 Make productive recommendations where necessary especially on how best to convince
independent mineral buying companies to become agents of the PMMC

8. Ascertain the nature and frequency of payments ASMs make lamdowners and
traditional authorities as well as the MMDAs in whose jurisdiction they work

9 Define and understand conditions of payment either through ASMs or the heads of
affected stakeholders

9 Determine parameters used to define how much to be paid ang fitequency of
payment

91 Determine how payment is done and who receives it

1 Determine the legal framework that governs the transaction between the two parties

9. Establish the reporting relationship between licensed ASMs and the respective MMDAs (if
any) and tre issues which these reports cover
1 Make request for records on previous reports made
1 Identify major and common reports made
1 Ascertain actions taken to deal with such reports as well as procedures used during
implementation
1 If possible recommend besttions to deal with such reports

10,9 ELX 2NB (KS LRaaroAfAde 2F tSgeray3a Neelfie

9 Organize sensitization seminar for both licensed and unlicensed ASMs on the reasons
for payment of royalty levies and taxes as well ashortterm and longterm benefits
on the ambient of their operations

1 Also interviews, administering of questionnaires or focus groups discussions may be
applicable to find out the views ASMs may have on royalties being paid.
(Results of the above wouldring to surface best ways to advice on ASMs paying
royalties and taxes on their products).

1 Aggregation of mineral revenue from ASMs

11. Assess the readiness of ASMs to join GHEITI

9 Conduct baseline survey on ASMs current level of knowledge on GHEITI anssionpre
of the initiative

9 Conduct survey on ASMs readiness to join GHEITI. This assessment will be done in
connection with ASM operators

1 Willingness to Pay, and

1 Ability to Pay

1 Sensitize ASMs on the GHEITI (why it was set up, its aims and mission aberetfizs
of joining EITI)

1 Make recommendations on best ways to introduce and draw ASMs to join GHEITI

12. Establish the reporting relationship between licensed ASMs and the Ghana Revenue
Authority, the Environmental Protection Agency and any other State Agye (if any) and
issues which these reports cover
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9 All records of reports made by licensed ASMs to associated Statecidgeand
Accumulate determine how the process of reporting is undertaken with each agency

9 Determine the time frame and process undertakby each agency to attend to all
reports made

9 Determine the success rate of actions taken to deal with reports

1 Identify commonly made reports and actions taken to reduce frequency of occurrence

13. Suggest a roadmap and strategy for drawing in ASMs into &id |
1 Relying on results from information acquired through surveys and collection of data.
Appropriate solutions can be considered on how best to draw ASMs into the EITI
1 Benefits and incentives can be negotiated
9 Options can also be considered to make #pation in EITI mandatory

14. Suggest a roadmap and strategy for drawing in ASMs into the EITI
Issues emerging from the survey will be aggregated to enable SRC Consulting draw a
workable roadmap and strategy for ASMs going on to the EITI springboard.

2.4 Methodology

Literature reviewProjectrelated reports including technical reports as well as official data from
the Client and allied institutions were reviewed. These gavdepth information on ASM
activities and the EITI processes in Ghdnformation obtained was used to do final designing
of the survey instrument as well as providing additional information during report writing. Some
of these include:

Legislative Instruments

EITI Annual Repart

Regulatory Frameworks

Researched Articles

Daa received from the Minerals Commission

Data received from the Precious Minerals Marketing Commission

= =4 =4 4 -4 4

Field reconnaissance and observatiSRC Consultants carried out rapid reconnaissance visits to
selected ASM operational area and sitda the regions. This was based on information

received from the Client, consultations with the Minerals Commission and the respective
MMDASs. This processabled initial contacts to be made with the MMDAs, Traditional
Authorities and opinion leaders and other stakeholders, provided the opportunity to introduce
the purpose and approach of study in advance of more detailed consultation. This helped in
initiating the planning process for the field visit and refining data collection tools and
procedures.

Thesurvey was carried out iti29 mining communitie®osting 200 sitesn 48 administrative
districts within 8 mining regions of Ghana. In the process thely chanced upon over 90
unlicensed ASMs spread across 24 administrative districts of Ghana.
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The study employed qualitative tools to collect primary data and quantitative methods for
secondary data. Approaches used includedus groups discussions, meefiand site visits

with direct observations, key informant interview atatistical data fsom institutions Three

(3) Teams were set up from SRC Consulting to undertake the field sdmam 1: Western
Region,Team 2: Ashanti RegipandTeam 3: Easterientral, Volta, B/A, Northern, Upper East,
Upper West

Focus group discussiongiocus group discussiofusing interview guidg and based on
preliminary findings of this assignmewere conducted The outcomes wereused for assessing
the socioeconomic status of the study ar&ome of thestakeholders engaged include

Traditional Authorities

Unit Committee Chairpersoheiembers

Oversight Land Committees

ASM operatorg, Concession holders/owners, Financieran@ Leaders, other categories of
operators

Tenant farmers / Settlers

Land owners

The Youth (male and female)

PN PE

No v

5 -
—— 9 ——— -"!‘-..

Focus Group Discussion with some miners. Interview with Chief and Elders at Zabzugu

Key Informant Interviewd:he Team also conducted interview with other knowledgeable
community members who were not participants of the focus group discussions but fall within
the categories of the focus groups. The rationale for this was to solicit their independent views
on issees discussed by the various groups; because such meetings tend to be influenced by
opinions expressed earlier by some participaiitse views and expert opinions of key
stakeholders from departments and agencies were also sought. Somesefdiadeholders

were: officials of the respective MMDAs, Gold Buydmsaditional AuthoritiesMinerals

Commission, EPASM ManagerdGang leaders and suppliers.
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In all, about 319 individuals were interviewed in relation to the assignmeihis excludes
numbers that vere involved in focus group discussions.

Key informant interview with operators at Key informant interview with operators at

Space Rock Company laitNoyem Apinaman
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25 Background and Context of ASM in Ghana
251 1 A&02NROFE t SNRALISOGAGS 2F DKIylQa ! {a

252 Gold
The smalscale mining industry is acknowledged to be well over 2,000 years old. Vestiges

alluvial gold extraction and winning activities have been found that date as far back as the sixth
century, and there is a wealth of evidence indicating that precious metals recoveredybioim

and diamondartisanalactivities were attracting Arab trads to certain areas of the country as
earlyas the 7th and 8th centuries.

In fact, it was the rich gold deposigploited by artisanal and small scale minefshe Western
Sahara that were largely responsible for the wealth and strength of large anGieahaian
empires and cultures and by the 15th and 16th centuries, at the peak of European colonial
explorationthat fittingly labeledGhanathe WD2f R / 2 a4 Q@

Up until the 1980s, smadicale mining activities in Ghana remained largely unregulated and
receved little, if any, support from governmental bodies. This, however, changed with the
implementation of the national Economic Recovery Plan (ERR3r identifying the potential
earningsof ASMunder an informalorganizational schemkargely lost via swoggling and other
avenues of illegal tradinggovernmentin the 1980sregularized the smabcale mining sector
through a series of policies and regulations.

There has been a surge in licensedallscaleproducers of gold andteendant increase in illi¢i
mining activitiegunlicensedniners) known agalamsey sincthe enactment of the Small Scale
Mining Law(PNDQ. 218) in 1989, which formalizechallscalegold production

The liberalization of the minintaws, which allowed for gold and diamonds ke carried in
public,engendered the proliferation of ASMI K N2 dza K2 dzi (G KS O2dzy i NE Q& YA

25.3 Diamonds
Diamonds were first discovered along the Birim River in an area near Akwatia ifGB48a
GonsolidatedDiamond Companyl999)andwere largelywon by GCD witin a concession size
of 185.35 sq milest KS O 2 Yptatlugtiénthas for considerable timeclipsed the artisanal
diamond minerghanks toits accommodative mining practic€he primary driving force for the
increase in artisaa diamond mining activities was that GCD began to allot licenses to small
scale miners to mine its concession (Iddrisu & Tsikata, 1998) to compensate for its decreased
diamond production

Diamonda have been subjected to regulation since Mineral Regulatitil 962 andthe Diamond
Marketing Board; a state owned enterprise was formed with responsibility of marketing all

diamonds produced i@hanaln 1989 this wase-named PMMC.
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Since 1995 GCD has gone through series of unsuccessful divestitures to recapitalize, leaving the
company virtually defunct. Thusughdiamonds® production has now been taken over by ASM
in Ghana.

25.4 Industrial Minerals
Salt winning has beepracticed for several decades. The earliest documented ssoale mining
activity was themine sitesfound by two Greek brothers, the Panagiotopolous brothers, who
came into Ghana prior to independence and established two cathmercial enterprises:
Panbros Salt Industries in Accra and another smaller salt works in Elimina in the Central region
of Ghand1]

Predominantly, salt has been produced from the Amisa lagoon, the Benyah lagoon, the Densu
delta, the Oyibi lagoon and the Songhor lago&alt winning sites have smng up inother
locations Ada Songor arelas the largest salt basin in West Aftica

The currentsalt production capacityn the countryis estimated around 250,000 metric tons per
year (t/yr) though Ghana has more than 2 million metric t¢kk/yr) capacity(MOFEP2011
p82-84).

Industrial qiarrying of stones and sand wining on small and artisanal basis is however of recent
origin.

26 Mining Industry Overview

Ghana is endowed with substantial mineral resources amgell-establishedand formalized
exploitation industry. The pursuit of generally attractive legal, fiscal and institutional
frameworkshas attracted substantial FDI to tlsector.

By 2013 thirteen (13) large scale companiesere producing gold, while one (1) eaatere
producing bauxite and Manganese and limestdr@ver 1300 registered smalscalesmining
groups are engaged in the mining of gold, diamonds and industitedrals.

Even with expanded economy by the oil and gas sectw, hining sector maintained an
average contributionof 1.8 to Gross Domesti€roduct (GDPyand about 40% of total
merchandise export during 20@ 2013°

ASM contribution to the economy mibstantial. It represestan impressive 14.7% of the total
merchandise export in the country.

3ﬁRough di amondsodo means diamonds that are unworked or simply
Harmonized Commaodity Description and Coding System 7102.10, 7102, 21 and 7101.31

#2013 GHHIl Report on Mining

®ISSER Annual Reports 2ap1
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Tablel:! { ad /2y GNRGdziA2y (G2 bldAz2ylf 9ELRNIA

Item 2010 2011 2012 2013
A. Total Merchandise Export 7,960.09| 12,785.4| 13,541.4| 13,017.8
B. Minerals Export 4,900 5062.8 5768.8 5138.89
C. ASM Export 951.2 1,553.64 2,283.3 1,919.9
Mining % (B/A) 62 395 42.6 394
ASM % (Mining Sector) (C/B) 19.4 30.6 39.5 374
ASM % (Total Exports) (C/A) 11.9 12.2 16.9 14.7

Highlights of ASM Subector

DKI Yyl Qa ! {a A& I O20¢®RéafsHikh#S/BstigesAargelprespodstblIor the
YR AGNBY3IGK 2F FyOASyd DKEylFAlIY SYLANBA

The informality of ASM quickly gave way to its recognition after enactraf Small Scale Mining
(PNDC L 218) in 1989.

Activities of artisanal smaficale diamond miners have long been eclipse®sat Diamond
Company (GCD) production and the primary driving force for sustained déaproduction in

Ghana

K y I Qéxpadrtd has increased from US $ 950 million in 2010 to nearly US 2bt&3n

contributing averagely over a third of total mining revenues.
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3.0

CATEGORIES OF ASM OPERATIONS IN GHANA

There are several categories of Artisanal and S8wale Miners in Ghana thatnge fromtheir
conformity to policies and legal frameworks to the type of minerals they niioevever there is

no doubt that these have one purpose and that is to provide some form of employment to those
that engage in themThose involved include all categories of people including women and
children.

Approximately twell KA NRa 2 T -dsbdtelmjherfate edgdded if the extractimingold,
and the rest,extract diamonds 3]; only a small group of miners are involved in istlial
minerals production.

Smaliscalemining has a major impact on the employment situation in Ghana, especially in
mineral rich rural areas where there are femploymentalternatives.

No precise smakcale mining employment figures can be found f®hana, although it is
estimated some 200,000 are involved directly in therastion of gold and diamond<T], the
great majority of which argalamsey

In a technical paper published by the World Baakitled Strategy for African Miningit is
estimated that some 30,000 people are employeithin the legalized segment of the Ghanaian
smaltscaké mining sector.

Overall, women constitute some 15 per cent of the legalized segment of Ghasramliscale
mininglaborforce. Women account for 6 peent of licensed buyers, 10 per centamhcession
holders and 1§20 per cent of the sponsors of work groups, membersaafperatives or mining
groups [4]. Participation is more widespread, however, in snsaihleclay mining and stone
guarrying, whereliere is a need to perform more basi@ashing, transport and sieving activities.

Although thereis some degree of child participation in smatlale miningactivitiesin Ghana
there is noaccuratedata onthe total number of childrennvolved.Technicall, the presence of
children or minors at the ASM operatisifes cannot be considered as being employed. In
some instances, the mbers stay with their children anae ithe mornings the children who are

of school going age walk to their educatioehtres and return after schooln few instances
however, especially during weekendshey are seen picking items to and from where the
women are operating. The site operators specifically do not allow the children to be actively
employed or involved inal+to-day activities of mineral extraction.

These ASM operations atategorized as Licensed and Unlicensed. These are as follows:
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3.1 LicensedASM
According to data available at the Minerals Commission, there @&btegisteredsmallscale
gold mining groups271 quarrying companies(excluding renewal applicationsand 13 salt
operators. A total of 285 licenses were issued to recognized groups in 2013 alone. Under the
umbrella of the newly formed Greato@solidated Diamonds Ltdhundreds ofconcession
tributers engage in diamond winning in the Akwatia area.
Gold: WesternRegion With ASMs618) and EasternRegion(with ASMs239) havethe highest
number of Licensed ASMSeeTable2 below). It is noteworthy that approximately 50% of the
Ghan©2a f AO0SyaSR !{aa OFly 0SS FT2dzyR AY
Table 2: Population Densities of licensed smatale gold mining companies
Region No. of Companies Percentage %

Western 618 50

Central 127 10

Ashanti 193 15

Eastern 239 19

Upper west 11 1

BrongAhafo 64 5

Northern 2 0

Volta 1 0

Total 1255 100

Source data: Minerals Commissi¢2015)
Analyzed by administrative districts, Atiwa and Amansie Wasethe highest concentration of
licensed companies numbering 160 ASMs and 161 ASMs respectively. Other notable districts are
Bibiani Anhwiasq97 ASM¥ Atwima Mponua(99 ASM3, and Prestea Huni Vallgg4 ASM§y
Talensi Nabdam district has 11 ASMRefer b Appendix 4 for details omistrict ASM
Populations and densitig¢s
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Fig. 3 ASM Population in the regions

A numberof the registered entities have production challenges. Thatlwithstanding, more
licenses continue to be acquireflbout 285licensesvere grantedin 2013distributed as

Table 3:

Population densities of 2013 smaticale gold mining licenses

Western 104 36
Central 14 5
Ashanti 107 38
Eastern 53 18
BrongAhafo 7 3
Total 285 100

Quarry. There are abouttwo hundred and seventpne @71) licensed quarries in Ghana.
Renewal applications were excluded as information on them was yet to be furni€nedter
Accra has the highest number of quarriBsominent among them are Eastern Quarries located
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in the Shai Hills in the Dangme West District &Rl Concrete Producliscatedat Ablekumain
Accra Shai Hills is host teixteen (16) quarries.

Table4: Distribution of valid quarry mining leases as dne 2015

District/Location Number of Companies Percentag€%)
Eastern 53 20
Central 42 15
Greater Accra 46 17
Western 73 27
Ashanti 33 12
Volta 13 5
Northern 0 0
Upper West 0 0
Brong Ahafo 6 2
Upper East 2
Total 271 100

Salt: Thirteen(13) companies \th valid licensegngaged irsaltwinningoperations in Ghana.

Table5: Mining leases for salt operations as at June 2015 (See Appefdix

Region Number of Companies
Greater Accra 3
Central 5
Volta 4
Western 1

3.2 UnlicensedASM

These are artisanal miners engaged in fwdd, diamondsstones and sarg] saltoperations
During the scoping study7 unliensed ASMspread over 24 districteere identified They are
distributed asshown in Table :6
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3.3

Table 6: Unlicensed ASM identified during Scoping Stgtiovember 2014

District Region Number of Companies
Aowin Western 3
Shama Western 1
Nzema East Western 3
Tarkwa Nsuaem Western 5
Prestea dni Valley Western 3
Bibiani Ahwiaso Western 2
Mpohor Western 1
Ahanta West Western 1
Twifo/Atsi/Mokwa Central 3
Assin South Central 5
Upper Denkyira West Central 4
Fanteakwa Eastern 1
Atiwa Eastern 3
East Akim Eastern 4
Gomoa West Central 5
AsanteAkyem Central Ashanti 1
Ejisu juaben Ashanti 1
Bosome Freho Ashanti 2
Atwima Mponua Ashanti 18
Amansie West Ashanti 18
Bekwai Ashanti 1
Amansie Central Ashanti 8
Adansi South Ashanti 4
Total 97

Licensed Gold Buyingntities
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They spring upo take advantage of gold presence afald up quickly once the mineralis
depleted. Theytrail licersed miners2 LIS NJ (G A y 3
undocumentedagreementwith licensedASMs fomarginal areasvith sharedinterests

*@2 INEETHBNS R

To create avenues for smaitale miners to market their produce, the Precious Minerals
Marketing Corporation (PMMC) was established. Vestiges of the marketing company go as far
back as 1963, when the Diamond Marketing Corporation was established andy shfber
incorporated by Legislative Instrument (LI) No. 401 of 1965 as a state corporation, the Precious
Minerals Marketing Corporation Law (PNDC Law 219) of 1989 officially established the PMMC.
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{ SNBAY3 a4 GKS YI NJ SiGAy Tista buy fom Brifasd@&rhineis,Qid ! { a X
to sell precious minerals profitably in order to maximize foreggohange earnings from the
sector.

The company has 594 licensed buying agents and subagents who travel the country, to purchase
gold from artisanalminers. It also maintains a list of nine (9) accredited diamond buying
companies also based at PMMC headquarters in Accra.

With the moribund operations of GCD, appointed ASM tributers on the GCD concessions win
and sell their diamonds produce to the bogiagents of PMMC either on mine site or at its
offices in Accra.

PMMCalone exported US $ 55 million of gold and US $ 7.5 million of dianigrdsluced by
ASMs in 2013.

In addition to PMMC, there are about 12 licensed gold bugiognpaniesin Ghanaall Accra
based These companies are permitted to appoint Ghanaian citizens as licensed agents for the
purchase of gold produced lsnallscaleminers or any other licensed gold buyers.

Theirexports have to comply with Bank of Ghana requirements. They are also directed to supply
portion of purchased gold to local refineries to ensure regusailability of goldto local
jewelers

These are:

®O9ELRNIA Ay [|KinDeleyFProgessSwhiah Asiitlie international understanding among participants that was
recognized by Resolution 55/56 adopted by the General Assembly of the United Nati@ecember, 1, 2000, as amended
from time to time)
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Table 7 LBCExports (®ld)

INSTITUTION 2013 2012
PMMC 54,972,448 86,301,314
LBA 332,796,780 449,516,120
MIRAMEX 29,395,666 93,412,452
ASAP VASA 158,190,836 60,770,273
R.D KAH 43,553,519 186,119,888
GOLD RECOVERY 6,075,487 130,747
SOLO EXPRESS - 1,131,621
GOLDREST RESOURCES 666,642,945 762,696,174
SOLAR GHANA 59,289,340 19,087,989
A.A MINERALS 546,939,626 518,299,578
FINE GOLDIPEX 1,642,817 94,680,292
E.A.R LOGISTICS 2,623,378 -
B.G.C INTERNATIONAL 10,310,439 135,976,225
TOTAL 1,912,433,286 2,272,146,453

Other LBE€are:

1. Asanska Jewellery Ltd
2.Smagow Resources Ltd
3. ltaltec Ghana Ltd

4. Lombardium Ltd

LBCs together with PMMCxgorted 1.5 million ounces (0z) of gold raking in US $ 1.912bn in
2013.

ASMExports are significant. From 2003 some US 7 billion in revenie attributed to ASM
gold alone.
Table8: ASM Gold and Diamond Production & Revenue

Year | Gold Output(o2?) Gold Revenue | Diamond Revenue
(US 9m) (ct) (US 9)
2007 | 388,594 270.22 865,610 | 27,860,000
2008 | 418,943 365.30 624,870 | 20,000,000
2009 | 555,737 540.37 367,060 | 7,320,000
2010 | 767,196 939.45 324,220 11,780,000
2011 | 978,611 1,537.91 281,240 15,740,000
2012 | 1,495,329 2,272.14 194,947 11,163,106
2013 | 1,578,441 1,912.43 160,622 | 7,563,562

Source: Mineral€ommissioPMMC

Production andevenue figures for Gold and diamonds are indicated on these charts.
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Fig.4: ASMGoldproduction
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Fig.5: Gold Revenug2007-2013)
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Diamond production and revenue has been on the decline since 2007

32| Page

-/
4 SRC
I CONSULTING



FINALDRAFT REPORT: SCOPGNSTUDY ON THE INCORPORATION OF ARTISANA AND SMALLSCALE MINING IN GHAM
EXTRACTIVE INDUSTRETRANSPARENCY INIATIVE(GHEITI)

Fig.6: Diamond ProductionZ007-13)
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Diamond Revenue has fallen below US $ 10 million.

Fig.7: Diamond Revenug2007-2013)
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ASM Gold exports in 2013 wesbout 34% of the total sales. It thus underpins the emerging importance
of Small Scale Gold mining in the country.
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Fig.8: Comparisorof LSM and ASM Gold Production

3.4 Industrial Minerals

Industrial mineralsare geological materials, which are mined for their commercial value, which
are not fuel (fuel minerals anineral fuel$ and are not sources of metalmétallicminerals).

They are used in their natural state or afteneficiationeither as raw materials or as additives
in a wide range of applications (source: wikipedia.org/wiki/Industrial_mineral).

3.4.1 SaltWinning
Ghana is a major salt produceXimostall production is of sea salt, which is produced in four
regions: Greater Accr&entral, Volta andVestern regions. Rock salt is produced in Daboya in
the Northern region on an artisanal scale.
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Licensed Salt Companies
There arel2 companieswith vald licenseto produce salt in the country.

Registered Salt Winneras at June 2015
Ada Songor $a_td

Alfatrust Mineral Development Ltd
Ekogi Salt Industries

Eldin Salt Mill Ltd

Investrade International Ltd
Panbros Salt Ltd

Southern Salt Industries Ghahtd
Sterling Industries Ltd

. Dernan Salt & Trading Ltd

10. Kensington Industries Ltd

11. Amowam Company Ltd

12. Anlo Solar Works Ltd

1.
2.
=
4.
&,
6.
7.
8.
9

Production has been fluctuating arodir200,000 metric tons per year with an estimated value of
US$ 10 million.

Table9Y DKIFIyl Q& {ltd tNRRdAOGAZY

Year Output (Thousands metric tons)
2007 124
2008 239
2009 250
2010 85
2011 100

Source: USG3011

Unlicensed Salt Winners

Thousands oindividual producers, referred to as salt winnen® organized into cooperativehat

are found in Elimina, AnomablNyanyano and Apam in the Central region and in Ada Songor in the
GreaterAccra regionNotable ones are:
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Artisanal Salt winning cooperatives
Ada Salt Pragcers Association
Elmina Salt PragcersAssociation
Nyanyano Salt Producers Association
Apam Salt Producers Association

Keta SalwWinners Cooperation

Anomabu Salt Producers Association
Anlo-Afiadenyigba SaltVinnersCooperation
Adina SalWWinners Cooperative

It is estimated that bhout 20% of salt mduced in Ghana isonsumed locally. Small producers sell
either to intermediaries or large buyers such Wdsilever. The remaining 80% of production is
exportedto Burkina FasaMali, Niger, Togo and Benin.

3.4.2 Quarries

A number quarries are operating witltenses obtained from the Minerals Commission. These
registered quarries operate with technical expertise as they employ#seof heavy equipment
including crushers. At the fringes of some of these operations are some artisanal operators using
mostly harmmers and pans. They obtain their raw materials from the overburdens of the
operating quarriegList of Quarries wh miningleasegysee Appendix5).

ASMCc¢ Highlights in Numbers

7 Companies sold gold totaling US $ 316, 917,401 through PMMC export channel in
9 PMMC accredited Companies registered sales of US $ 7,563,562 in 2013

1255 Companies have been licensedvbgerals Commission as at June 2015

Minerals Commission granted 285 licenses to sstle miners spread across 34 distri
13 companies including PMMC have been licensed to buy and export gold in Ghana
70 quarry mining leases are valid aswate)2013

13 Salt companies operate with valid mining leases

PMMC has 574 recognized gold buying agents and collectively registered sales of G
ASMs and Industrial Mineral operators paid over GHS 2.2 million as royalties alone
state in 2013.

OO N[O OB~ WIN|F
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4.0 ASM VALUE CHAIN & SUSTAINABILITY

Both licensed and unlicensed gold minentslize the services of commercial gold processing

centers These undertake crushing, milling and extraction of gold concentrate. Alluvial winners
extract gold on their mining sites.

Fig.9: ASM Value Chain

ASM VALUE CHAIN

Unlicensed Licensed
AM > SM

L ]

Processing Small
‘ > Intermediaries Furnaces
(Crushing Sites)

! l

LBA Refineries
—_—>
LBC

Export

R

The newly adopted EITI Reporting standard requires countries to indicate the level of revenue
sustainability of each benefit stream. ASM revesustainability is closely tied with its linkages
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4.1 Backward Linkages

Most of the inputsi.e. crushing machines are imported. Even steel balls as grinding media are
procured outside the country, though limited local supplies are obtainabiereportedy of
substandard qualitythesecreate weak backward linkages for sustainaloténeral exploitation

and revenuesLocal technologies involving improvisations A8M needo be promoted.

4.2 Forward linkages

Forward linkages to jewellery manufacture aisoindirect and weakHowerer both gold and
diamonds are on high demand outside the country so impact is minimal.

LBCs are the marketing wings and export channels of ASMs and Gold tailings Recovery
Companies acting as valuable appendages fontiigads of operational outlets of ASMs.

5.0 ASM AND LEGAL ASPECTS

5.1 Genesis of ASMaws andReguations

Initially, only diamonds could be legally mined on a small scale in Gimah889, smaikcale
gold miningwas legalizegwhich,held better prospectérom aneconomic perspectiverhelaws
passed to regularize ASM back thiralude
1. The Smalscale Gold Mining Law (PND&v 218)for the registration ofactivity; the
granting of golemining licerses to individuals or groups; the licensingbofyers to
purcha® product.
2. The Precious Minerals Marketii@prporation Law (PNDC Law 219) providing
authorizationto buy and sell golffom ASMs
These created the congenial environment for flourished ASM activities in 1990s and early 2000s.

5.2 ASMClassificatiorand Registration Criteria

1. Mineral Righticerses are grated only to Ghanaian nationals astlall not exceed three
years but can be renewed for a periodmaf more than three years for two consecutive
terms.

2. Licersesissued to a cooperative shall last foperiod of five years but is renewable for a
period no longer than five years for two consecutive terms.

3. CGompany or a cooperative society shall be granted an area not exceeding 25 acres.

4. All smaltscale miners arBable forpayment of taxesroyaltiesand other bcal imposts
levied byMMDASs andther governmentagencies.
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5.3 Smallscale Minhg Regulatory Framework

General Mining Laws
Minerals and MiningAct,2006(Act703) and its amendments

Internal Revenue Act 20qA\.ct592)

Regulations

Mining General Regulations 2012 Legislative Instrument (L.l 2173),
Mines Support Services Regulations 2012(L.1 2174),

Mines Compensation and Resettlement Regulations 2012 (L.I 2175).
Minerals and Mining Licensing Regulations 2012 (L.l 2176),

Mining Exploies Regulations, 2012 (L.l 2177)

Mining Health and Safety Regulations 2012 (L.l 2182).

Smaltscale Mining Enactments
SmaliScale Gold Mining Law, 1989 (PNDCL 218)

Precious Minerals Marketing Corporation Law, 1989 (PNDCL 219)
Minerals Commission Act, 1993 (Act 450)

Environmental Protection Agency Act, 1994 (Act 490)

Water Resources Commission Act, 1996 (Act 552)

The Constitution, 1992

Relevant Codes of Practice
Code of Practice for Smaitale Golenining Operations
Ghan®2a aAyAy3d YR 9Y@BANRBYYSyYyidlf DdzZARStAySa

54 LicensedGold Buying Agreements

The Government of Ghana acting through the Minister of Lands and Natural Resources enters
into agreements wih LBCs$n accordance with the powers conferred on him under Sections 6
and 104 of the Minerals and Mining Act 2006 (Act 703) to purchase and eyqidrt

Stipulatiors under the agreement include;

1. Establishment of Assaying facilities to be opened for inspedtjothe Mineral Commission
or its appointed representatives

2. Submission of copies of refining and sales contexeicutedbetween the company and its
external consignees.

3. Nomination of any Assaying laboratory by the Minister to undertake an independeay ass
on any gold to be shipped.
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4. Duration of the license is for initial period of 3 years and subject to renewal for further 3
years.

5.5 ASMand Aspecs of ACT 703

DKI Yyl Qa aAySNJI f2006(Ast RO3)antl yish agc@mpangirigegulations provide
G2 RI & asis fordaht ASM and LSM.

Therole of the state inAct 703 isclear as isntended topromote and regulagé private minerad
exploitation It seeks toprovide a liberal legal basis of industry standdod a concessions
system that providea level playing field for industriaiining.

Small Scale mining has been acutely defined by size of no more 25 acres. This however is
different in the case of industrial minerals including salt. This limiexcessiorsize system
advantagesforeign investors with significant monetary resourcesver Ghanaiarsmall scale

miners quarry and saltoperators with restricted reconnaissance, prospecting and mining
licenses (Foreigners are permitted t@rovide management support tesmallscale Ghanaian
operators)

ASM operators grant concessions on the basis of unencumbered aégtimdittle eligibility
check on financial and institutional capacifhhis leads to viable concessiating in wait for
foreign support.

With constrained land use imposed &t8M, thke system impedethe upgrading of artisanalnd
smallscale mining activities to LSM In other words, the regulation currently prevents a
productive continuum of mining activities from artisarahd small scaldo large scale or
industrial mining.

The creation and authorization ofSmall Scale miningitesis limited to licensed small miners.
Officially artisanal miningsitesare nonexisent in Ghana makingrtisanal mining prdominantly
an illegal activity.Evenwhere sucthpermitted zones existethaving been created biySM such as
Anglogold Ashanti ag coexistence imperativethere is noadequate legal basis for security of
tenure, which underminesgvestment intoD K | yASIK). &

Agents of LBC who sell to their patrons or sponsored compafiiesally buy precious metals
such as gold and diamonddiddlemenply between the artisanal miners and these agents and
thus escape regulation and often contribute to the exploitation of the miners by paying the
miners prices, which do not correspondttee real value of their minerals.
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6.0 ASM AND GOVERNANCE

6.1 Governance Institutional Infrastructure

The institutional infrastructure for ASM governance comg@isé a number of government
agencies and departments, such as:

6.1.1 Minerals Commission
The Commission is responsible for the regulation and management of the developmh¢ine
mineral resources of Ghana and the-@alination and implementation of policielated to
mining. The Commission serves as the technical advisory ageGovesnment.

6.1.2 InspectorateDivision(ID)
The IDof the Minerals Commissiois responsible for enforcing the Minirigegulations that
ensures health and safety in mining operationke headdf the ID, the Chief Inspector of Mines,
is mandated under Act 703 to inspedt aspect®f any mining operations for compliance

6.1.3 ForestryCommissiorFC)
The FC is responsible for the regulation of the zatilon of forest andwildlife resources, the
conservation and management of those resources and the coordinatigroliciesrelated to
them. With respect to mining, section 18 of Act #X®vides that holder of a mineral right shall
obtain a permit from the Forestr€ommission before undertaking any mineogkrations. ASM
licenses are usually outside such forest and wildife zones.

6.1.4 EnvironmentaProtection Authority
The Environmental Protection Agency (EPA) is responsible for among other tthiegs,
enforcement of environmental regulations. In accordance with section 18 of Acai@@3he
Environmental Assessment Redidas, 1999 (L.I. 1652) of the EPA, a holdea afineral right
requires an environmental permit from the EPA in order to under&kge mineral operations.

The legal framework used by the EPA for regulating and monitoring miopeaétions is the
Environmental Assessment Regulations, 1999 (L.I. 1652Ré&taationrequires the applicant
to prepare a scoping report setting out the scope extent of the environmental impact
assessment to be carried out by ttapplicantand essential issues to bedaressedin the
SYGANRYYSYGlIf AYLIOG adFd8YSyd 649L{£0®

The EIS is subject to review by the EPA before a permit is graAtélder of a mineral right
granted an environmental permit is required to submit annual environmental reportin
respect of tle mineral operations to the Agency. TIEPA undertakes monitoring activities
regularly to ensure that mineral right holders arempliant with the terms of the environmental
permit and the environmental langenerally.
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6.1.5

6.2

6.3

6.4

6.4.1

LandsCommission

The Lands Commissida the body charged with the responsibility to ensure ftléicious
management of the country's land. The Land Valuation Board, a divistbe Gommission that
is involved in the valuation of land and other propertiassistthe mining sector in issues
relating to compensation.

Guidelines for Artisanal and Small Scale Miners (ASM)

Sections 81 to 99 of the Minerals and MiniAgt 2006, Act 703 apply temallscalemining
operations only. Some of the key aspeofsASM operations dealt with by this past the Act
include:

1 Designation of areas for; qualification for; ainensingfor small scale mining
9 Operations of small scale miners and conditions attached to them;

In terms of the regulatory structure, the Ministry of Lands and Natural Resothmoasgh the
Minerals Commission has established seven (7) District Offices localeatlata, Dunkwan-
Offin, Bibiani, Asankrangwa, Assin Fosu, Akim OdaBafghainga, which are responsible for
Licensing and Technical Support

RegistratioriLicensing Praedures

Before applying for mineral rights the applicant must identify the area and the mineral to apply
for. A search is done at the Mineral Commission to find out whether the area is free or
encumbered and a subsequent official search report is issnedespect. This application
procedure starts at the district level, where the District Chief Executive is expected to
endorse/recommend the application.

The District Chief Executive causes a publication of the application to be made at the offices of
the District Assembly, the Local Information Centre, POSfice, Magistrate Court and such
other places as may deem necessary for a period of 21 days. This is to afford the chiefs,
landownersand the geeral public in the host area the opportunity to examitie application

and to respond.

The District Chief Executive or representative is also required by Act 703 to sénecaasasn

Ghana.

ASM& Institutional Reporting

ASM and Minerals Commission

Licensed ASMs are mandated to report their production outpubtinces ¢z) of gold, onsite
workforce and site reclamatiomctivities to the Minerals Commgon monthly. Concession
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6.4.2

6.4.3

6.4.4

boundary disputes are also referred to the Mineral Commission for redress. Environmental
issues, including site backfilling are reported to the commissiotabgownersand ASMs. In
most cases District Officers of the Commission hasdieh complaintsSane issues that are
more technicabre forwarded to the Head Office in Accra.

ASMand Licensed Buying Companies

Licensed Buying Companies employ the services of agents (individuals and companies) for the
purchase of gold and diamond®MMC alone has 574jold buying agentsyheseagentsset up

buying centres (equipped with sophisticated weighing scales) in mingchlsowns and cities

for the purpose of gold sales from both unlicensed and licensed miSerae operate miniature
furnaces for smelting andmadgamating their minor purchases intarger sizedor further
refining. For the purchase of diamonds, its quality and shape (cut) determines the price and
thus are largely negotiable.

ASMs with regular salest the buying centres are documented for their sales. Information taken
includes name of supplier, weight of gold and total coSthese buying centres are also
patronised by large processing centres (crusher & milling centres). Beyond the established
buying centres in the country, undocumented gold circulation is minimal.

Since most ASMs cannot keep accurate books on their production data, the best point of call for
document gathering and analysis is the buying centres. If additional rules are to belpated

for the regulation ofASMsthe buying centres may be the staup point. From these centres,
Minerals Commission could obtgimeliminaryASMs revenue data.

Minerals Commission and Licensed Buying Companies
All thethirteen (13) Licensed Buyingompanies have registered offices in Accra

They run bigger furnaces for smelting and final refining of gold prior to expader sections
of their agreement with Minerals Commission, they are mandated to provide detailgeaht,
assay figures anagvenuemonthlyto the Minerals Commission.

Their agreement further stipulates that Minerals Coimsion can conductisits to ascertain
data brought to the Commission. Reporting lines are well defined. &iBCsheadquarters are
furnished with data and information from their established buying centres in the regions,
Minerals Commission could assess tdaborativedata from the regions through them.

Efficiency& Possible Buse- Licensed Buying Companies

The Mnister of Lands and Natural Resources grants LBCs licenses to purchase and export gold
under Sections 6 and 104 of the Minerals and Mining Act, 2006 (Act A@8te the Minister

enters into an elaborate agreement with LBCs. Stipulations under their mg@einclude the
following:

1. Appointment of Agents: LBC are mandated to furnish the Minerals Commission with the
details of their appointed agents but some LBCs are not complmyPMMC is reported
to officially report on its agents (LBAYoutinelyto the Minerals Commission.
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2. PMMC is authorisedo export gold and diamonds under its agreement with Minerals
Commission. However it does permit oth@sn-licensedcompanies to export through their
platform. Initially PMMC was to allow the expaftgold worth 50 kgbout US 150,00(ut
in 2013 it permitted exports below UH$00

3. Opening of Local and Foreign Exchange Accounts: LBCs comply wdihetitisge. GRA and
Mineral Commission could verify data on daily transactions

4. Assaying Fadiles; Some LBCs do not operate efficient assdyacilities and tools for
assaying of gold for purity are rudimentary and ineffectiinerals Commission are
mandated to conduct inspections on these assays routinely for monitoring purposes. Not all
LBCseadilyfurnish Mineral Commission with copies of their refining and sales contract with
International Refineries to which these exports are sent.

5. Export Requirements with Bank of Ghah8Cs comply accordingly.

6. Supply of local Refinerigthis directive is yet to be complied with by some LBCs. Few LBCs
including PMMGupplieslocal users of gold for jewellery. In 2013 PMMC used akiii®
million on local jewellery.

7. Returns and Reportd.BCs are strictly mandated to furnish the Mineral Commission without
prejudice to any other reporting requirement in Ghana, withnadinthly returns on all gold
purchases and statements on each shipment. Some LBCs are yet to comply with the full
directive on monthlyreturns that categorically should include serial numbers, weight and
guantity of goldpurchased locally and exported, portions sold to international refineries and
local usersThey are also to report on assay values of gold sold locallynsrhationally as
well as their market valuesdinerals Commission extractithdatafor analysis.

However, all LBCs comply with the directive on furnishing Bank of Ghana and Ghana
Customs with details of completed CEPS declaration Foinway Bills ath evidence of
Repatriation of Export proceeds.

8. All LBCs file their tax retumnith GRA as prescribed under Internal Revenue Act 2000, (Act
592) and its amendments.

It is noteworthythat Large Scale Mining companies (LSM) with low production owgpport
their gold through LBC system including PMMC and avert royalty payments.

Otherpossibleabuse of license including LBCs with LSM leases with tendency ii@-coxpany
mine outputwith their gold purchases for export to avoid royalty tax obligasion

6.4.5 ASM and TraditionaAuthorities and Landowners
Traditional Authorities are mandated under Mining and Minerals 2006, Act 703 to collect
ground rent from ASM. Fees charged are not uniform and subject to the bargaining power of the
Authorities and Landomers. Issues on part payments are often reported among the
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6.4.6

6.4.7

6.4.8

landowners.The Traditional Authorities have miniature officasd/or a rudimentary form of
book keeping on ground rents paid to them.

If well regulated, payments to land owners could be reportedheir jurisdictional Traditional
Authorities, whose office could serve as point of call for the collation of all ground rents in the
locality. Under the Act 703, ground rents for stools are however paid to the Office of the
Administrator of Stool Land©ASL).

ASM and MMDAs

MMDAs collect fees from ASMs in the form arfinual Business Operating Licence (BOL),
Property rate from established Miners amkriodic Conveyance fees from sand and stone
contractors in their respective jurisdictions. Due to highel of construction activities usually
found at mining communities, the conveyance fees serve as good source of revenue for
MMDAs. ASId are made to pay these feesupfront prior to commencement ofnining. The
Assemblies have good records on all sainud paymentsand are readily available for
verification.

Assemblies also recognise the District officials of the Small Scale Mining Assoaatibons
occasiondy assist them in recovery of renewal license payments.

Small Scale Mining Association act agaghfront and official mouthpiece for both licensed and
unlicensed miners and thus could complete all documentation in respect of fees on behalf of
scores 0/ASMs in their locality.

ASMand GRA

Ghana Revenue Authority statutorily mandated to collectoyalties. Currently ASkh gold and
diamond activitieglo not fulfil this obligatiorprobably due to their unstructured nature sAsuch
gold ASMsdo not have any documented information on their operations at the GRéwever
some quarries and Salt winmgjrcompanies have excellent working relations with GRA and thus

pay.

Due to this regulatory deficiency, sonid3Cs that also operate largeale concessionsould
channel their produce from thelarge-scaleconcessions through the LBC system to evade their
royalty tax obligations.

GRA are desirous of addressing this tax collecting deficiency as quickly as the regulatory
mechanism is strengthened.

ASMand EPA and othd®gulatorylnstitutions

Prior to thesecuring of license to mine, EPA and the Land Valuation Board collect information
on mine sites for the purpose of enforcing their environmental and compensation obligations.
Details on location of mine sites, land reclamation and crop compensation caneeen
thoroughly discussed prior to mining. ASMs are mandated to review these obligations with
these regulatory agenciemnuallybut unfortunately arenon-compliant

Payments to EPAn respect of reclamation bondstamp duties to Land Valuatioand Land
Commissionfor the administration of these services are made prior to commencement of
mining
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