Address by Mr. Jurgen Eijgendaal, President of the Ghana Chamber of Mines at the Chamber's 79th Annual General Meeting, held on Friday June 8 2007 at the Accra International Conference Centre at 12.00.

Ladies and Gentlemen, 

It is my pleasure as President to add my voice to the welcome you have already received to this 79th Annual General Meeting of the Ghana Chamber of Mines, and to present to you the Chamber’s Annual report for 2006.  
This AGM is of great significance as it coincides with the 50th anniversary of the founding of this great nation Ghana. Let me assure that the Chamber will continue to play its vital role to ensure that Ghana remains a destination of choice for mining investment The Theme; 
“Mining and the Development of Ghana; Past, Present and Future”, incorporates learning from the past, analysing what has been achieved and looking forward. 

This Annual General Meeting marks the end of a three year-period during which the Chamber of Mines has completed a process of implementing a strategic plan to re-position itself in order to fulfil the objectives of operating as an advocacy organisation.  During the period under review the Chamber continued to execute its mandate in line with the objectives spelt in the three year strategic plan.

Under the auspices of the Chamber, the mining industry continues to be actively pursuing proactive strategic relationships with its major stakeholders with the purpose of creating the right basis for addressing key issues relating to the role of mining in national development. 
Performance of the Mining Industry in 2006
Please, permit me to say a few words about the performance of the sector in the period under review. 

The performance of Ghana’s mining industry largely reflected the trends in the global mining industry in 2006. Production from new mines such as Chirano Gold Mines and Newmont Ghana Gold offset the effect of an otherwise declining output from already established mines. 
Ghana’s rank on the log of gold producing countries by volume improved from 11th in 2005 to 10th in 2006. Ghana also retained her second position in Africa, with South Africa being the highest gold producer on the continent.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    

Gold output of 2,244,680 ounces was higher by 10.62% on that of 2005 but the increase was essentially on account of fresh output from the Newmont Ahafo Mine as well as a full year’s production from the Chirano Mine; The two mines having commenced production in the third quarter of 2006 and the fourth quarter of 2005 respectively.  

On the other hand diamond purchases from the small-scale mines fell by 8.67% from 1,062.930 carats in 2005 to 970,751 carats in 2006. The increase in bauxite production in the last few years continued in 2006 with an output of   885,770 tonnes representing a 21% rise on the 2005 output of 726,608 tonnes. Manganese export in 2006 was marginally down by 2.71% to 1,658,701 tonnes from the 1,712,508 tonnes in 2005.

Despite the mixed output performance of the mining industry, total mineral revenue went up from $995.7 million in 2005 to $1.4 billion in 2006, an increase of 42.6%. With the exception of diamonds all other minerals recorded higher revenues compared to 2005.

The gold revenue of $1.3 billion in 2006 was an increase of 46.86% on the $904 million recorded in 2005. This performance was on account of gold’s output increase of 10.62% as well as the unit price of $591 per ounce realized in 2006, this being  32.76% higher than the $445 per ounce obtained in 2005.  Clearly gold largely accounted for the total increase in mineral revenue.
Although its production declined in 2006 relative to 2005, revenue from manganese was up marginally by 2.32% from $39 million 2005 to $39.9 million in 2006. 
The Gold Fields group’s produced 938,696 ounces in 2006 compared with 954,440 in 2005, a marginal decline of 1.65%. AngloGold Ashanti group’s production of 620,001 ounces in 2006 was down 12.36% on the 707,453 ounces produced in 2005. Bibiani’s output of 40,425 ounces in 2006 largely accounted for the group’s decline. This performance represented a 64.95 % dip on the 115,338 ounces produced in 2005.

The Obuasi mine on the other hand recorded a marginal decline of 0.05% from 387,305 ounces in 2005 to 387,093 ounces in 2006.While Iduapriem’s production of 192,483 ounces was 6.02% down on the 204,810 ounces it produced in 2005.

The 203,841 ounces produced by the Golden Star Group in 2006 was down 5.82% on the 216,429 ounces produced in 2005. This decline was on account of a similar decline recorded at its Bogoso Prestea mine. Bogoso’s   output in 2006 was 106,222 ounces. This represents a 19.40% reduction on the 131,796 ounces produced in 2005. The other member of the group, Wassa mine however recorded an output of 97,619 ounces in 2006 representing an increase of 15.34% on the output of 2005.  

Chirano Goldmines recorded a full year production of 120,600 ounces in 2006, having produced 26,289 ounces in the last quarter of 2005. Newmont’s Ahafo mine was the only new entrant in 2006.That mine commenced production in July 2006 and recorded 202,127 ounces by the end of the year.

The Precious Metals Marketing Company (PMMC) which purchases precious minerals from small-scale mines recorded an outturn of 159,415 ounces in 2006 compared to 124,606 ounces in 2005. This represents an increase of 27.94%. 

Challenges to Output Performance

The ambivalent production in 2006 was compounded by and partly attributable to the electric power supply crisis that hit the mining industry and indeed the country from August 2006 through to December 2006. 

Domestic consumers experienced a power curtailment of about 15% whilst the mining industry was requested to reduce its power consumption by 25%. 

Bulk Minerals

The bulk mineral mining companies, namely Ghana Manganese Co. and Ghana Bauxite Co. continued to face enormous challenges in hauling their ore to the Takoradi port for export. Due to transportation difficulties, these companies had to complement the more economical rail haulage with the transporting of the ore by the relatively expensive road mode to the Takoradi port. Added to these challenges were the enormous increase in world shipping tariffs, making exports to some final destinations very difficult. 

Outlook 

All the major companies expect to increase their output in 2007. In 2007, production at Anglogold Ashanti (Obuasi) is expected to increase marginally to 400,000 ounces from 387,093 ounces in 2006. The output from Anglogold Ashanti (Iduapriem Mine) is projected to be 170,000 ounces. 

Gold Fields Tarkwa expects to increase gold production in 2007 by increasing mining volumes to a total of about 106 million tons as well as minimizing the cost of increased waste stripping and reducing maintenance cost.   Abosso Goldfields’ output will decline as a result of the depletion of the higher grade Amoanda pit as well as reduced mill throughput due to harder ores.

The Sulphide Expansion project of Golden Star Bogoso/Prestea Mine which is made up of a sulphide/bio-oxidation circuit is expected to increase the annual gold production at Bogoso/Prestea to about 280,000 ounces in 2007. The Carbon-in-Leach (CIL) plant at Golden Star Wassa is expected to also produce close to 110,000 ounces of gold in 2007.

Newmont’s Ahafo Mine, which is expected to turn in a full year production of about 400,000 ounces, will potentially increase national gold and mineral production in 2007 over that of 2006. In all, prospects for the industry in 2007 look good but the power supply constraints will be a dampener. The price of gold is expected to be firm and overall production in 2007 is not expected to be hampered by extraneous factors. On the other hand production costs are expected to rise mainly on account of the relatively high cost the mining companies incur in generating power. 
Ladies and gentlemen, it is my pleasure to say that the nation is poised to benefit from the industry through stable production and a healthy gold price.
Chamber activities
The Annual Expanded Council meeting of the Chamber was held at the Elmina Beach Resort, from Thursday 22nd to Saturday 24th February, 2007. The meeting served as a platform to strategise on the direction of the Chamber and provided an opportunity for the entire membership of the Chamber an opportunity to input into the direction of the Chamber in 2007. 

Policy makers and other institutions whose work impinge on the mining industry were invited to interact with Chamber members and also present papers for discussions. Some of the speakers and topics presented include the Executive Director of the EPA spoke on the Polluter pays principle and critical issues of permit renewals. The Executive Director of the Land Valuation Board also led the discussion on collaborative efforts of on the scientific way of working out crop compensation. The CEO of the Minerals Commission spoke on matters of resettlement, land for farming and how to resolve these issues. 

Strategic Plan 
During the period under review, the Chamber adopted a new three year strategic plan to ensure that its activities are guided by the principles of Honesty, Transparency, Corporate Social Responsibility, Unity and Commitment. The Strategy document will guide the Chamber’s programme from 2007 – 2010. The strategic plan also ensures that the Chamber continues to position itself as the unified voice of mining in Ghana. It will also enable the Chamber to represent the Mining Industry in Ghana using the resources and capabilities of its members to deliver services that address members, government and community needs, in order to enhance development.

Health and Safety

I will now turn my attention to initiatives that are being promoted within the industry to ensure our long-term commitment to our employees, communities, and shareholders.

I am pleased to report that our employers are increasingly investing to provide adequate training programmes to promote health and safety in the work place.  The industry is also making concerted efforts to tackle the HIV/AIDS pandemic, and almost all our mines now have HIV/AIDS programmes that have been integrated into our routine safety briefings.

We are also encouraging the workforce to seek information in the area of occupational health and safety, because it makes the task of removing threats to their safety and the safety of others much easier.   A safe worker in a safe working environment helps a company maximise its resources, and enables workers to contribute more productively.  It is for this reason that safety and health is a key priority of the Chamber.

Labour

As regards our labour relations, the Chamber and the Ghana Mine Workers Union are proactively engaged in consultative meetings on issues affecting the industry. This spirit of bipartisanship should help promote a cordial industrial atmosphere that will improve productivity, efficiency, and effectiveness in the workplace. 

Energy

Mining is an energy intensive economic activity. Obtaining our full energy requirements and at competitive rates is vital for the containment of our overall production costs.  Mining companies are compelled to run standby generators for prolonged periods to cover the shortfall from the national grid. The economic effect of this was very devastating. With the high price of diesel, some mining companies spent an average of about $2 million per month to generate additional power. Those which did not have adequate self generating capacity, had to resort to batch processing to meet the 25% cut in power consumption. The implications were quite dire for both companies and government. This unplanned and increased cost adversely affected the profitability of the mining companies and reduced the corporate tax they expected to pay to government.

Whilst the expected amount of mineral royalties that mining companies projected to pay may not be seriously affected by the power crises, the inability of some mines to produce on a continuous basis reduced their output compared to planned production. In that regard, actual mineral royalties mining companies paid to government fell short of planned payments.

Projecting that the ominous power supply situation in the country in 2006 will run through to 2007, the mining industry decided to adopt a two tier strategy to reduce the impact of inadequate supply of power our operations. To address the short-term shortfall, the industry underwrote the cost of transporting VRA’S rotor from the UK where it had been sent for repairs to Aboadze in Ghana to the tune of $504,300. 

In the medium term, a consortium of four mining companies, namely Gold Fields, AngloGold Ashanti, Newmont and Golden Star Resources have acquired an 80 MW power generating plant to meet the 25% shortfall in their power requirements. The 80MW plant will constitute a part of the country’s generating capacity since the consortium will pass on the plant to the VRA at no cost after a year’s operations. The excess power from the plant will be added to the national grid and will be available to the rest of the country.
Currently, the mining industry spends 8.6 million US dollars a month on power generation 
Land Use

Ladies and Gentlemen, there is a great deal of concern about the impact of mining on the environment, but a few facts should help give us perspective: Ghana’s total land area is about 240,000 km², of which 31,237 km², or 13%, has been granted to large scale miners for reconnaissance, prospecting and active mining.  Further, only 4,304 km², or less than 2%, is under actual mining operations in the country

Notwithstanding, the Chamber and its members understand clearly that the preservation of our communities and our environment has to be our number one priority.
Reforestation 

Members of the Chamber continue to contribute towards the reforestation of mined out areas as well as areas outside our concessions. We have also on board the Greening Ghana Initiative and mining companies have planted over 20,000 tree seedlings during the year under review.

We are committed to providing support for the reforestation of degraded forests, in addition to reclaiming mined-out areas.

Mining, the Environment and Sustainable Development

Mr. Chairman, all over the globe, mining companies are re-assessing their roles in the larger society, both as whether we are effective engines of growth, and also as net positive contributors to the social and economic welfare of society.

The Chamber has begun to more proactively engage government, civil society, NGOs and the general public, as to how best to create wealth and at the same time manage the environment for future generations. It is in this spirit, that the Environmental Committee of the Chamber organised During the year under review, the Environment and Social Committee organized the first ever Conference. The Environment and Community Relations Conference, and Exhibition were held on 6-7 October, 2006 at Ghana Manganese Company Limited, Nsuta, on the theme Environmental Impact of Mining in Local Communities.

The two-day event brought together more than 128 representatives of mining companies, Ministers of State, government organizations, civil society, the business community, traditional leaders as well as students from the University of Mines and Technology. 

The conference provided the platform for participants to review the industry’s progress and challenges in environmental management, and community relations for improved performance. 

The conference formed part of the Chamber’s proactive community relations activities and the commitment to strike a balance between social equity, environmental conservation and economic development. The Chamber also recognizes that to minimize the social conflict associated with mining it is necessary to involve host communities, be sensitive to traditions and cultures, and develop communities to understand the dynamics of modern mining and their implication on company/community relations as well as the new challenges in the sustainable management of the environment.  

I am happy to note that, in his address Minister of Local Government, Rural Development and Environment, Hon Stephen Asamoah-Boateng congratulated the Chamber for organizing a conference on environment regardless of the criticisms and allegations it might generate from anti-mining lobby groups.  According to Hon. Asamoah-Boateng, this bold initiative demonstrated the Chamber’s commitment to environmental and community relations issues.  
Proceedings of the conference can be assessed on the Chamber’s website. www.ghanachamberofmines.org.

Corporate Social Responsibility

Recent suggestions that downplay the mining sector’s importance to the national interest need to be considered with a great deal of circumspection.  For instance, since 1993 the industry has contributed about 12% of all IRS collections in Ghana. 
The industry’s Social Responsibility programme, include activities that enhance capacity building for sustainable livelihoods, respect for cultural differences, and building of skills of employees, the community and the government. 

In essence, our social responsibility activities are about focusing on the operating core business in a social responsible way, complemented by investment in communities and the society in general. 
Royalties

Mr. Chairman, it appears that mining communities receive very little of the mineral royalties because the State appropriates the bulk of it for various development activities.  Besides, the minimal portions that are eventually returned to the communities are not used for visible development projects, but are rather used as part of the District’s Assembly’s recurrent expenditures.  Worse, many Chiefs and Traditional Councils also use their portions mainly for activities that do not enhance the development of the host communities.

For these reasons, the Chamber is urging government to increase the level of royalties ploughed back to the host communities, from the current 10% to 30%.  These royalties should be used to fund specific projects that would benefit the whole community, and a periodic public gazetting of these expenditures must be made for these communities to assess and review. 

It is our hope at the Chamber, that as our members demonstrate and practice sustainable mining, it encourages their communities to give the industry the social license it needs to conduct its operations.
Community Relations
In 2006 alone Ghana Manganese Company (GMC) limited provided a sum of 1.25 billion cedis for social responsibility projects in its catchment area. 

Gold Fields Ghana has set up a social development fund into which it puts a dollar per ounce as well 0.5 per cent of pre tax profit. Golden Star Resources has also set up a development fund, so has Ghana Bauxite Company which has committed over US$ 300,000 to the development of its catchment area. Chirano Gold Mines also established a Trust Fund into which a dollar on each ounce of gold produced is lodged.  
All these are measures that seek to contribute to the improvement of the socio economic conditions in mining communities. 

Conclusion

To conclude, I wish to express my appreciation to the two Vice Presidents, Richard and Bill as well as members of the Executive Committee and Council for their guidance, good counsel and support received during the past year.  I also wish to also register, on behalf of other Chamber members, our strong appreciation and thanks to our ubiquitous Chief Executive Officer, Joyce, and her staff, for the sterling work they have done over the last twelve months. And to you, our members, we hope to keep serving you in the best possible way, and will continue to count on your support as we strive to position mining as a catalyst for national development.
Long Live Ghana,  Long Live the Ghana Chamber of Mines

Thank you for your attention
Jurgen Eijgendaal

President
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