SPEECH BY JURGEN EIJGENDAAL, PRESIDENT OF THE GHANA CHAMBER OF MINES, AT THE 80th ANNUAL GENERAL MEETING, HELD ON FRIDAY MAY 30TH 2008


Honourable Ministers of State,
Honourable members of Parliament,
Excellencies,
Nananom,
Distinguished Invited Guests,
Colleagues
Members of the Media, 
Ladies and gentlemen,

It is my greatest pleasure to address the 80th Annual General Meeting and to present to you the Ghana Chamber of Mines Annual Report for 2007. As you might be aware the launch of the 80th Anniversary of the Chamber took place last week and meanwhile a number of activities have been earmarked upon to celebrate this important milestone in the history of our mining association. I would also like to draw your attention to the enlightening theme of our celebrations: “Life without mining is impossible.”
To deliver this address today in Tarkwa, the place where the Chamber was inaugurated on June 6th 1928 and resided up till the early sixties of last century, is a truly historical privilege for me. Many of us are aware of the enormous expectations from all our stakeholders and I believe that we shall endeavour to continue to undertake our operations in such a manner that will provide us with the continued support needed to operate successfully.

Distinguished ladies and gentlemen, the mining community has met here in Tarkwa today at a very critical time in our history as an industry.  In many senses, our industry is at the crossroads, and those of us who have been given leadership responsibilities have to work extra hard to win the sceptics and critics over to our side. 

We have on various occasions highlighted threats to our viability as an industry by taking appropriate steps to respond to those critics who think that the industry is just enjoying a windfall due to the increased commodity prices without at the same time relating it to the highly depreciated value of the US-dollar, the increased production costs due to higher energy prices and interrupted supply, higher fuel costs, astronomical price increases and insecurity on imported vital supplies as well as the logistical problems of maintaining a reliable rail haulage infra-structure in the country.

Ladies and Gentlemen, recognizing that “Life without Mining is impossible” we should endeavour to have balanced and constructive discussions when it comes to mining operations in the country. The industry is obliged to operate in a sustainable, acceptable and regulated manner and has no objections or hesitations whatsoever to play its supportive role to the growth of the nation. The Chamber has always dialogued and interacted with stakeholders to maximise the benefits of mining to the local and national economies

However, the inequities in royalty distributions continue to whip up negative sentiments about our industries operations and contributions. We therefore hope that the government will look at our proposal to increase the quantum of royalties returned to host communities from the current 10 per cent to 30 per cent. It is our believe that a redistributed royalty quantum to the host communities, over a specified period of time and tied to specific projects, will produce a better manifestation of the contribution of mining to the development of the communities in which we operate. Such a bold initiative Ladies and Gentlemen, I am convinced, would be highly welcomed in the mining municipality of Tarkwa.

There is good news under the horizon. I am happy to inform you that just last week the mining industry had another opportunity (the first opportunity was in February 2002) to interact with H.E. President Kufuor and his policy makers. A milestone decision was reached to form a Committee with representatives of both, policy makers and mining business that will objectively examine the short– and long-term strategic issues like Mineral Revenue, full cost recovering of electric power and socio-economic aspects of mining, including full integrations of mining in the local economy. A separate stakeholder committee has been put in place to advice on the short- and long-term railway matters. I would like to assure Ghanaians that as a good corporate citizen, the mining industry will play its part to the development of Ghana. 

General activities of the Chamber  
Now let me say a few words about the activities of the Chamber during the year under review. In 2007 the Chamber continued to proactively engage the media on many fronts and on a wide variety of mining related topics and programmes.  These activities were part of the Chamber’s core functions of lobbying and advocacy. In further pursuit of the Chamber’s vision of promoting cordial and mutually beneficial relations with our various publics, a series of mine visits and interactive meetings were held with editors of both print and electronic media in the Greater Accra, Western and Ashanti and Brong Ahafo regions to discuss issues related to sustainable mining for national development.

These interactions afforded the Chamber the opportunity to network with the Editors in order to raise their level of understanding of the social and environmental activities of the mining industry. It also provided a cordial atmosphere to inform the public about the contribution of mining to the socio-economic development in Ghana.

Government Relations 

The Chamber’s relationship with the relevant government institutions and Ministries was healthy and resulted in several briefing and interactive sessions focused on issues of mutual concern. 

As part of the interactive government relations agenda, the Chamber paid courtesy calls on the following Ministers of State as part of the Chamber’s networking activities with selected Ministries, Departments and Agencies (MDA) whose work impinge on the Chamber. These institutions include the Minerals Commission, Environmental Protection Agency, Internal Revenue Service, Value Added Tax Secretariat, Energy Commission, Volta River Authority, Ministries of Energy, Interior, Finance, and our own sector Ministry 

Parliamentary Relations
In 2007, the Chamber’s Parliamentary relations advocacy was guided by the principle of open and frank interactions with the MPs. This relationship was very integral to the success of the Chamber’s advocacy functions. The parliamentary advocacy was in the form of mine visits, working meetings and social interactions. The Chamber was continued to ensure that its advocacy was consistent and covered all Parliamentary committees and parliamentarians whose portfolios relate to mining.

A three-member Chamber delegation led by the CEO paid a courtesy call on the Speaker of Parliament, Hon. Ebenezer B. Sekyi-Hughes and his team. The meeting gave the Chamber the opportunity to discuss with the Hon Speaker matters that would enhance the relationship between the Chamber and Parliament for the benefit of Ghana. 

International Cyanide Management Institute (ICMI)

With support from the ICMI the Chamber organized a one-day international workshop on Auditing and Management of Cyanide in Accra on 25th October, 2007 at M-Plaza. The workshop was well attended with participants from Ghana, Guinea, Mali, Senegal, and South Africa. 

National Symposium on Energy

The Chamber participated in the 2007 National Energy Symposium which was organized by the Energy Commission under the theme “Energy Sector Reforms: Removal of Policy Implementation Barriers.” The Chamber’s presentation advocated for;

· an uninterrupted, reliable supply of power

· price of power to reflect the value and

· the need for a sustainable electricity tariff regime 

Interaction with the National Coalition on Mining (NCOM)

Members of the Chamber interacted with the National Coalition on Mining on 14th November 2007. The interactions took place at the request of the coalition. The coalition raised a number of issues pertaining to a catalogue of alleged violence/offences which they claimed had been perpetrated against people living in mining communities. The coalition presented outlining their concerns to the Chamber. The Chamber has studied the petitions and will in due course engage the Coalition to resolve all outstanding issues.

Meeting with Forestry Commission            

As part of the Chamber’s policy to continue engaging relevant organizations whose activities impinge on the industry, the Chamber met with the new CEO of the Forestry Commission and discussed a number of issues including land swapping, alternative livelihood projects and the setting up of accounts for the Minerals Development Fund. Another meeting with the FC was held in December. 

The issues discussed included: 

· Mining In Forest Reserves 

· Activities of the Liaison Group Mining In Forest Reserves 

· Land Swapping, and 
· Creation of Woodlots. 

International Cyanide Management Institute (ICMI), Board Meeting in South Africa 

Ms. Joyce R. Aryee attended her first Board meeting of the International Cyanide Management Institute (ICMI) in Johannesburg, South Africa on Saturday, March 17, 2007. ICMI, is the body established to administer the International Cyanide Management Code for the Manufacture, Transport and Use of Cyanide in the Production of Gold. The Institute also seeks to develop and provide information on responsible cyanide management practices and other factors related to cyanide use in the gold mining industry. 

The CEO’s appointment to the Board offered the Ghanaian Mining Industry a great opportunity to learn about new technologies and the best practices on the transportation and use of cyanide. It will also help articulate the industry’s commitment to best practices.

Community Relations Forum

The Chamber hosted a two day workshop to collate views for developing common guidelines for industry wide application of compensation guidelines under the Minerals and Mining Act 2000, (Act 703), as well as to collate information for reforming the law where necessary.  About 29 participants made up of community relations managers and lawyers of mining companies attended the workshop. 

Mining and the environment

Ladies and gentlemen, the Chamber places environmental management high on its list of priorities. The industry recognises the public's high expectations for responsible management in this area and strives to meet and exceed those expectations. The purpose of the Chamber’s environment agenda was to foster an effective regulatory climate that encourages minerals industry development alongside high standards of environmental performance.

  

In 2007 the environmental and social agenda was pursued through a committee which is made up of environment and community relations managers of our member companies. The environmental committee held four quarterly, informal meetings in which environmental practitioners from Chamber member companies shared environmental management knowledge and techniques, and discussed legislative and regulatory changes. 

Health and Safety
The Chamber’s vision for Occupational Safety and Health is for a sustainable resources industry that has a passion for the protection of people. 

In 2007 the Health and Safety agenda focused on: 

· Embedding risk management principles in all activities 

· Recognising and promoting best practice 

· Facilitating the development of safety and health competencies at all levels of the mines and the communities

the Health and safety agenda was achieved through the involvement with relevant Occupational Safety and Health  groups, hosting the annual Mines Safety Competition and facilitating the creation of Community safety Brigades

National Mines Safety Day 

Gold Fields Damang hosted the 2007 national mines safety competition on 24th November 2007. The Honourable Minister of Lands, Forestry and Mines, the Chief Executive Officer of the Chamber as well as Chiefs, captains of the mining industry, school children and the general public participated in the celebrations.

Gold Fields Damang and Gold Fields Tarkwa represented zone 1 and Chirano Gold Mines and AngloGold Ashanti Obuasi represented zone 2 in the national competition. 

The order of merit at the competition was as follows: 

1. Gold Fields Damang, 

2. AngloGold Ashanti Obuasi, 

3. Gold Fields Tarkwa, and Chirano.
For the first time community safety brigades of member companies who excelled at the zonal competitions competed among themselves for the national championship. In this particular competition, the Akoti community from Chirano came first, followed by the Ghana Manganese Community with the Gold Fields Damang coming third.

Industrial Relations and Human Resource Management

In 2007, the Human Resource (HR) sector continued to make strides in the areas of human capital development and industrial relations both within the Secretariat and beyond. These strides were made through the adoption of innovative HR policies, practices and emerging concepts coupled with commitment to duty by internal managements and employees.

End of Service Benefits 

End of service benefits continued to be of concern to industry players particularly unions as well as employers. The industry was confronted with the establishment of additional pension schemes to what is already being handled by members. Producing mines have been contributing about 21.5% of workers salary to pension schemes as well as Provident Funds. The Secretariat would continue to dialogue with the unions/employees and liaise particularly with GEA in order to put the best foot forward on issues of post-employment security. 

Human Resource Conference

An important achievement recorded in the year under review was the successful hosting of the first ever HR Conference for the mining industry at Tarkwa in May. The conference was under the theme “Maintaining the Competitive Edge through Excellent Human Resource Practice in the Mining Industry." Stakeholders in the industry played active roles in the preparation and conduct of the conference, which provided the platform for the varied concerns of the different players to be echoed. Over 300 participants drawn from government, specialized institutions, academia, labour unions, policy makers and opinion leaders attended the conference. 

Unionisation of Senior Staff

More senior staff members in the mining industry, particularly from AngloGold Ashanti, Golden Star Resources and Gold Fields Ghana unionised in 2007. The senior staff unionised under the name Professional and Managerial Staffs Union (PMSU) of GMWU. 

Extractive Industries Transparency Initiative (EITI) Workshop in Accra 

The Chamber was a part of a GTZ organised international EITI Stakeholders Workshop held in Accra in January 2007 which was addressed by the Vice President of the Republic of Ghana. 

The workshop was organized by the Ghana EITI Secretariat under the theme “Development through transparency: EITI in Ghana – A success story to be continued”. 
Mr Chairman, ladies and gentlemen, I would like to state that the participation of Ghana’s mining industry in the EITI process has made Ghana a shinning example of transparency in the extractive industry companies in the world. I am also happy to note the Chamber begun publishing payments and receipts for its members long before the EITI process was introduced by former British Prime Minister, Mr. Tony Blair.

Chamber’s Office Accommodation 

The Finance and Budget Committee spearheaded a search and identification of a suitable office accommodation for the Chamber. The expanding scope of activities of the Chamber had made the Secretariat offices at the Minerals House too small.  In July 2007, the Secretariat was successfully relocated to its current location at No 22 Sir Arku Korsah Road, Airport Residential Area. The new Secretariat has enough office room and conference rooms for the Chamber’s work.

Chair for Geo-Environmental Studies

In view of the growth of the mining industry, Council decided that the Chamber should fund the establishment of a Chair of Geo-Environmental Studies at the University of Mines and Technology in Tarkwa.

It is our expectation that the Chair will assist the Chamber to proactively handle environmental and social issues that confront the mining industry. Under the theme of Mining and Sustainable Development, the Chair will look at areas such as 

· Compensation

· Resettlement and Relocation

· Land

· Environment 

· Cyanide and arsenic related issues.

· Alternative Livelihood 

· Post Mining economies

Energy Issues

Ladies and gentlemen, the mining industry is an extremely energy intensive one and was adversely impacted by the energy crisis which ended in September 2007. To avoid the curtailment of production, mining companies had to rely on the more expensive stand-by generating sets to make up for the short-fall from the national grid. At the peak of the crisis, mining companies spent about US $8.5 million per month to generate additional power to run their plants.

Besides this additional cost, a consortium of four mining companies acquired an 80MW thermal power plant at a cost of about US$50 million to meet any supply shortfall to them from the national grid and the rest fed into the national grid for supply to other consumers. 
Security 

Security threats at mine sites were a major challenge in 2007. AngloGold Ashanti’s Obuasi mine continued to battle illegal miners who do not only steal ore from the mine’s concession but also steal cables and other valuables from the company’s stock and damage other strategic national assets such as electric pylons. Besides AngloGold Ashanti, illegal miners also continued to encroach on the concessions of Golden Star Bogoso Prestea and Gold Fields Damang with dire consequences on these mines’ operations.

Performance of the Industry
Now to some operational issues and challenges in the industry.

Bulk Minerals

The perennial problems the bulk ore producing mining companies, Ghana Manganese Company and Ghana Bauxite Company experience in hauling their ore to the Takoradi Port continued in 2007. Especially the inability of Ghana Railways Company to particularly transport adequate quantities of bauxite ore from the Ghana Bauxite Co mine at Awaso to the Takoradi Port has pushed the mine to the brink of closure.

Mineral Production

Ladies and Gentlemen, the global mining industry witnessed significant developments in 2007. The most notable, was the record-breaking price of gold through the year and China’s ranking as the world’s largest gold producer. The Gold Fields Mineral Survey of 2007 reported a global gold production of 2,475 tons in 2007, a marginal decline of 0.41% on the 2,486 tons produced in 2006. 

The gold output of South Africa, hitherto the leading gold producer, declined by 8.73% to 269.9 tons in 2007 due mainly to lower ore grades, safety-related mine closures as well reduced electric power supplied to the South African mining industry. China, now the highest gold producing country in the world, improved upon its 2006 production of 247.2 tons by 13.47%, contributing 280.5 tons to global production in 2007. 

The price of crude oil also reached unprecedented levels in 2007 with the geopolitical tension contributing to global crude supply insecurity and shortfall. The oil price between 2006 and January 2008 are depicted below in figure 1.


Ghana’s mining industry was not insulated from the high crude oil price as well as the electric power supply crises that hit the country through 2006 to September 2007. In spite of the power crisis the mining industry endeavoured to maintain production by reorienting their production and maintenance schedules to minimise output losses. In doing this, the producing mining companies collaborated with the VRA and the ECG, the national power producer and main power distributor in the country. The higher complement of thermal derived power in the energy mix ensured a higher power cost for the mining industry.

In spite of the energy challenges the industry performed creditably in 2007. The Mining and Quarrying sub-sectors grew by 30% while total industry grew by only 7.4%. Thus, Mining and Quarrying, made up for the dips in the Manufacturing and Electricity and Water sub-sectors of industry. On the broader economy, gold accounted for about 39% of gross export revenue, reinforcing the precious metal’s position as the country’s leading export earner and contributed appreciably to the country’s balance of payments position in 2007.

Total mineral revenue grew from 1.42 billion US dollars in 2006 to 1.79 billion US dollars in 2007 an increase of 26.29%. Gold revenue increased by 28.93% from 1.33 US dollars to 1.71 US dollars in the same period. This increase was on account of an appreciation in gold output by 10.79% from 2,244,680 ounces in 2006 to 2,486,821 ounces in 2007 as well as an increase in the realised price of gold from US$591 per ounce in 2006 to US$688 per ounce in 2007.

The increase in gold production was due mainly to a full year’s production of 454,212 ounces at Newmont’s Ahafo mine. Additionally, mid-tier producers, Golden Star Bogoso Prestea and Golden Star Wassa increased output by 20.50% and 29.12% respectively on those of 2006. Chirano Gold Mines another mid-tier producer also increased its production by 13.11% on that of 2006. Precious Minerals Marketing Company (PMMC’s) purchases from small-scale mines went up by 50.13% over the same period. Therefore, as output increased at mid-tier and small-scale mines in 2007, that of large–scale mines with the exception of Newmont, was generally lower on that of 2006 production. 

On the bulk minerals front, manganese shipments declined by 29.62% to 1,167,339 tons in 2007 from 1,658,701 tons in 2006. Consequently, revenue from manganese was down by 10.40% from $39,932,287 in 2006 to $35,778,281 in 2007. However, it should be noted that the reduced manganese output was directly related to a revised export strategy. This new strategy allows for a better pricing regime for its carbonate manganese ore at reduced export levels and better mine development. This strategy has add significant life of mine to the Nsuta operations. Bauxite shipments also dropped from 885,770 tons in 2006 to 748,232 tons in 2007, representing a 15.53% decline. Bauxite revenue followed the same trend falling by 12.75% from $22,564,545 in 2006 to $19,686,731 in 2007. As stressed earlier, the Bauxite operations are heavily affected by the under performance of the railway sector in the country.

Gold Price challenges

Whilst the price of gold reached record highs in 2007, so were the costs of key inputs to the mining industry. For instance cyanide cost increased by about 45% and diesel fuel costs went up by about 35% on account of the record-breaking price of crude oil. Related to the price of crude oil are the costs of rubber products such as tyres for earthmoving equipment and rubber liners and conveyor belt which increased in tandem with the price of crude oil. Prices of other inputs such as earthmoving equipment, explosives and labour went up correspondingly.  The average cash costs of gold producers therefore increased from $364 per ounce in 2006 to $489 per ounce in 2007 (34% increase), whilst the average realized price of the metal was $591 per ounce and $688 per ounce for the same period (16% increase). 

 Industry Outlook

Prospects for the industry are bright on the back of expansion projects taking place at almost all the mining companies. In particular the decision of Golden Star Bogoso Prestea, Central African Gold, Chirano Gold Mines and possibly Gold Fields Damang to mine underground bodes well for the mining industry. However these prospects could be blighted by high input costs.

The Chamber secretariat

Ladies and gentlemen, during the period under review, the Chamber continued to proactively fulfil its primary function as a lobbying and advocacy organisation on behalf of its mining industry members. 

As members of the Chamber, we continued to derive significant benefits from the fact that our positions on various public policy issues were effectively co-ordinated and accommodated in a perspective, which was presented to policymakers as the collective view of one the country’s influential business sectors. There is no gainsaying that in speaking with one voice the industry as a whole commands a great deal more ministerial and bureaucratic recognition than it receives from fragmented submissions made by individual mining companies.

Conclusion

On this note, Honourable Ministers, Nananom, Ladies and gentlemen, I would like to commend the CEO of the Chamber, our own beloved Auntie Joyce, and her small but hard working team for the good work they are doing to achieve the vision and mission of the Chamber. Auntie Joyce, the contributions you have made in building on and in maintaining the relationships with our various publics have been fundamental to our remarkable progress.  

My appreciation also goes to all my colleagues on the Executive Committee as well as the Council, for their forbearance and considerable contributions to the deliberations of the Chamber. Let me also take this opportunity to assure my colleagues that as I accept a second two year term in office, I will continue to work assiduously to address the needs of both the Chamber and the Industry.  

Finally, to everyone here today, thank you very much for your presence and for your patience. 

Long live the Ghana Chamber of Mines, Long Live Ghana!!

Thank You

Jurgen Eijgendaal
President
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