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List of Definitions

Term Definition

means an entity of which a minimum of 25.0%+ 1 vote of share capital is directly
BEE Entity owned by HDSAs (Historically Disadvantaged South Africans), as measured in

accordance with a flow-through principle.

means a coherent, social group of persons with interest of rights in an area of
Community land, which the members have or exercise communally, in terms of, an

agreement, custom, or law; provided that where negotiations or consultations
with the community are required, community shall include members or part of
the community directly affected by mining on land occupied by such members or
part of the community (as per the Mineral and Petroleum Resources

Development Act, 2002 (Act No 28 of 2002)

Core & Critical
Skills

refers to science, technology, engineering and mathematical skills, across

organisational levels, in both production and operation of a mining company.

Effective means the meaningful participation of HDSAs in the ownership, voting rights,
Ownership economic interest, and management control of Mining Entities.
EMP means an approved environmental management programme contemplated in
Section 39 of the Mineral and Petroleum Resources Development Act, 2002 (Act
No 28 of 2002).
means monetary and non-monetary support for existing or fostering of new
Enterprise HDSA companies in the mining sector of the economy, with the objective of

Development

contributing to their development, sustainability, as well as financial and

operational independence.

Historically
Disadvantaged

South Africans

refers to South African citizens, category of persons or community,
disadvantaged by unfair discrimination before the Constitution of the Republic of
South Africa, 1993 (Act No. 200 of 1993) came into operation, which should be

representative of the demographics of the country.

Meaningful
Economic

Participation

means the following:

— BEE transactions shall be concluded with clearly identifiable beneficiaries in
the form of BEE entrepreneurs, workers (including ESOPs), and

communities.




— Barring any unfavourable market conditions, some of the cash flow should
flow to the BEE partner throughout the term of the investment, and for this
purpose, stakeholders will engage the financing entities in order to structure
BEE financing in a manner where a percentage of the cash-flow is used to
service the funding of the structure, while the remaining amount is paid to
BEE beneficiaries.

— The BEE partner shall have full shareholder rights such as being entitled to
full participation at annual general meetings and exercising of voting rights,
regardless of the legal form of the instruments used.

— Ownership shall vest within the timeframes agreed with the BEE entity,

considering market conditions.

Mine refers to communities where mining takes place and labour sending areas.
Community
Non- means expenditure that cannot be influenced by a mining company, such as

Discretionary
Procurement

Expenditure

procurement from the public sector and public enterprises.

Services

refers to services contracted by a mining right holder, or by a contractor on behalf
of a mining right holder, which includes but is not limited to; mining production
services, drilling, mineral trading, mineral marketing, legal, shipping,
transportation, information technology services, security, payroll, finance,
medical, consulting, cleaning, insurance, and any other services which are

supplementary to the mine.

Social Fund

refers to a trust fund that provides financing for investments targeted at meeting
the needs of poor and vulnerable communities, as informed by commitments

made by companies in terms of their social and labour plans.

Sustainable

Development

means the integration of social, economic and environmental factors into
planning, implementation, and decision making to ensure that the development

of mineral and petroleum resources serves both present and future generations.

Vi




1. INTRODUCTION

The South African mining industry remains a critical component of the economy, especially
with regards to employment and its contribution to Gross Domestic Product (GDP). In 2018
the sector’s contribution to GDP was 7.3% and directly employed 453 000! people.

Due to significance of the industry, the Broad-Based Black Socio-Economic Empowerment (B-
BBEE) Charter for the South African Mining and Minerals Industry (Mining Charter) was
formulated as a blueprint to drive the transformation of the industry.

The Department of Minerals Resources and Energy (DMRE) first introduced the Mining
Charter in 2004 and since then, the Charter has been amended twice, in 2010 and 2018. After
15 years since its inception, the level of compliance and transformation remains a point of
contention. There is a widely held perception that mining companies are not compliant with the
Mining Charter and an anti-transformation sentiment currently exists within the industry.

The Minerals Council commissioned a research project to assess progress made by its
member companies in terms of transformation as envisaged in the Charter. The assessment
is based on the 2018 compliance report submissions to the DMRE by mining companies and
focuses on five key transformation elements, namely Ownership, Procurement, Employment
Equity, Human Resource Development and Mine Community Development. This report has

four main objectives:

1. To understand how much transformative progress has been made by the mining
industry on the five key transformation elements when measured against the Mining
Charter 2010;

2. To provide both a consolidated industry view and a commaodity-based view of
transformation in the mining sector;

3. To review fundamental changes set out in Mining Charter 2018, and to highlight
potential implications of those changes; and

4. Torecommend a way forward.

The research report is based on Mining Charter 2010 annual compliance reports submitted to
the DMRE by members of the Minerals Council. Of the seventy-eight (78) members of the
Minerals Council, thirty-two (32) provided their reports for analysis. The 32 members
collectively hold ninety-seven (97) mining rights (representing 93% of the employee base of
members of the Minerals Council). This means that while a majority of companies did not
supply their reports, those that did are generally the larger companies.

The aggregate industry-based and commodity-based analysis results are presented on the

following basis:

IMinerals Council Latest Facts and Figures 2018



— Percentage compliance: Calculated as the proportion of the sample companies that
met the minimum targets for each element

— Weighted average: Calculated as the achievement score weighted against the
employee headcount (Ownership and Employment Equity) or the proportional
contribution to the total industry value (Procurement, Human Resource Development
and Mine Community Development)

— Simple average: Calculated as the cumulative sum divided by the number of mining

rights, without giving weight to the varying sizes

1.1 OWNERSHIP

The analysis of the ownership element was based on ninety-three (93) mining right holders?.
The ownership data analysed represents approximately 83% of the mining industry based on
total employee numbers (that is, employees from holders of mining rights assessed as a
percentage of the total number of employees in the mining industry)3.

The ownership compliance section assessed the following aspects:
— The aggregate percentage of HDSA ownership in the mining industry;

— The proportion of the mining industry that has met the minimum ownership target of
26% as per the Mining Charter 2010;

— The percentage HDSA ownership based on identifiable beneficiaries;

— The weighted average HDSA ownership per commaodity;
— The proportion of mining right holders that are creating Meaningful Economic

Participation, as defined in the Mining Charter 2010; and

— The aggregate net asset value generated from BEE equity transactions to date.

1.2 PROCUREMENT

The analysis of the procurement element was based on eighty-seven (87) mining right
holders*. The procurement data analysed represents approximately 80.3% of the mining
industry based on total employee numbers (that is, employees from holders of mining rights

assessed as a percentage of the total number of employees in the mining industry).

2 A total of four (4) mining right holders provided insufficient data to be used in the analysis.

8 According to the Minerals Council, the total number of employees in the industry is approximately
453 500.

410 mining right holders provided insufficient data to be used in the analysis.




The procurement compliance report assessed the following aspects:

— The percentage of procurement spend on BEE entities by the mining industry on

capital goods, consumables and services;
— The percentage contribution made to the social fund by multinational suppliers; and

— The percentage of procurement spend on BEE entities on capital goods,

consumables and services, per commodity.
1.3 EMPLOYMENT EQUITY

The analysis of the employment equity element was based on ninety-two (92) mining right
holders®. The employment equity data analysed represents approximately 81.3% of the mining
industry based on total employee numbers (that is, employees from holders of mining rights
assessed as a percentage of the total number of employees in the mining industry.

The employment equity compliance report assessed the following aspects:

— The percentage of HDSASs represented at all decision-making positions and core

occupational categories in the mining industry;

— The percentage of participation of HDSA at all decision-making positions and core

occupational categories per commodity; and

— The race and gender representation in the mining industry.

1.4 HUMAN RESOURCES DEVELOPMENT

The analysis of the human resource development (HRD) element was based on eighty-eight
(88) mining right holders®. The HRD data analysed represents approximately 81,6% of the
mining industry based on total employee numbers (that is, employees from holders of mining
rights assessed as a percentage of the total number of employees in the mining industry.
The HRD compliance report assessed the following aspects:

— Expenditure by the mining industry on skills development as a percentage of mining

right holders’ annual payroll;

— Expenditure on skills development as a percentage of mining right holders’ annual

payroll per commodity; and

— The distribution of HRD spend into constituent skills development initiatives.

5 5 mining right holders provided insufficient data to be used in the analysis.

6 9 mining right holders provided insufficient data to conduct the analysis.




1.5 MINE COMMUNITY DEVELOPMENT

The analysis of the mine community development (MCD) element was based on eighty-five
(85) mining right holders’. The MCD data analysed represents approximately 80% of the
mining industry based on total employee numbers (that is, employees from holders of mining
rights assessed as a percentage of the total number of employees in the mining industry.

The MCD compliance report assessed the following aspects:

— The extent of community consultation in the social and labour plan (SLP) formulation

process by mining companies;

— Assessments conducted by mining companies to understand local developmental
needs and the resultant alignment of funded projects with identified community

needs;
— Progress achieved in the implementation of funded projects; and

— The expenditure on community development projects as a percentage of net profit
after tax (NPAT).

7 12 mining right holders provided insufficient data to conduct the analysis.




2. RESULTS AND FINDINGS
2.1 OWNERSHIP

2.1.1 Industry view

Based on a weighted average basis, the industry has achieved 39,2% HDSA ownership which
comprises of 22.3% BEE entrepreneurs, 9.4% communities and 7.5% ESOPs (based on the
number of employees).

HDSA ownership increased by 3.2% from the 2016 ownership transformation analysis® results
(38.0%).

HDSA ownership; 2019; weighted average (%) HDSA ownership by recognisable beneficiaries, 2019

39.2% J S
wemmmT 7.5% 9,4%2

o 26%

2010 Mining
Charter target

2016 Weighted 2018 Weighted - ———
Average HDSA tverage HDSA R . . _
Ownership Ownership aprenaurs mmunities mployess

1,2% increase from 2016 ownership

assessment

BEE entrepreneurs account for the biggest share of HDSA ownership

Figure 1: The overall Industry HDSA ownership

Further analysis at the level of the individual mining right holder shows that 83% of the
sampled mining right holders achieved at least 26% HDSA ownership (80 out of 93)
representing 1% of the overall sample based on the number of employees and the remaining
thirteen (13) holders did not meet the minimum Mining Charter 2010 ownership target.

23.7% (22 out of 93) of mining right holders analysed created Meaningful Economic
Participation, as defined by the Mining Charter 2010. Meaningful Economic Participation is

achieved when all the following requirements are met:

* aminimum of 26% BEE ownership
» Clearly identifiable BEE shareholders
» trickle cashflow (dividends)

* voting rights

8 Report can be accessed on the Minerals Council website www.mineralscouncil.org.za




—100% sampled data

Does the right holder meet the minimum 26% HDSA ownership?

achieving achieving
ownership ownership

Does the right holder create Meaningful Economic Participation??®

s ]

meet the
criteria for meaningful economic
participation
of the overall sample

either no trickle
dividend to HDSA and/or voting rights
and/or identifiable beneficiaries
and/or vesting
of the overall sample

Figure 2: Mining right holders creating meaningful economic participation

The sampled companies have generated a net value of R132 billion through BEE transactions
to date representing a 16.8% decline when compared to the R159 billion generated in 2016.
Looking at the overall industry, for the periods commencing in 2002 and to just before the
introduction of Mining Charter 2010, a total of 168 BEE transactions were executed with a
value of R113 billion. After 2010, however, this number was significantly lower with 67 total

BEE transactions valued at R30 hillion®.

2.1.2 Commodity view

From a commodity point of view, manganese miners have the highest BEE shareholding
followed by the PGMs with 74.8% and 52.2% HDSA ownership respectively (on the industry
weighted average basis). “Other resources” are 21.4% HDSA owned, falling below the 26%
Mining Charter 2010 ownership target, while all other commodity sectors meet or exceed this
target. BEE entrepreneurs own a majority of shareholding compared to mining communities
and employees. Only manganese, PGMs and iron ore have significant community
shareholding while other commodities have limited community representation as shown in

Figure 3.

9 Source: Rand Merchant Bank; Albert Nhasengo (Masters research titled: Sustainability of Funding
Models Used in Black Economic Empowerment Transactions in the South African Mining Sector)




HDSA ownership by commodities, 2018, sector weighted average! %

Manganese PGMs Iron Ore

Coal Clay Base Metals Gold*

% W BEE entrepreneurs [l Communities [l ESOPS Weighted average ~ ——— HDSA Ownership
801 748 ownership target
70 A ' Other commodities
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60 1 52.2 of the overall sample
RN 432 ‘p 47.1 data?
‘ ~.40.3
20 4 20.0 - " — 439,2
30 4 BT N | B N
1.4—426,0
20 A
10 -
0 d

ther

Diamond Chrome ..
commodities?

Figure 3: HDSA ownership by different commodities

2.2 PROCUREMENT

2.2.1 Industry view

The overall proportion of procurement from BEE Entities continues to exceed targets in all

three reporting categories.

Services procurement; 2015; (%)

Consumables procurement; 2018; (%)

Capital Goods procurement; 2018; (%)
Total Spend: R 16.9 billion
75,3%
69,0%
40,0%
Mining Charter 2016 Capital 201& Capital
Target - Goods Goods
Capital Goods Performance Performance

Total Spend: R 45.5 billion

75,0% 75,1%
70,0%

Mining 2016 Services 2018 Services
Charter Target Performance  Performance
- Services

Total Spend: R 45.3 billion

79,0%
63,0%
50,0%
Mining Charier 2016 2018
Target - Ceonsumables Consumables

Consumables Performance Performance

Capital Goods procurement score achieved

exceeds the Mining Charter 2010 target

Consumables procurement score achieved
exceeds the Mining Charter 2010 target

Figure 4: Procurement spend by the industry on BEE Entities

— Capital goods: The analysis of the sampled mining right holders shows that 75.4% of

expenditure on capital goods was incurred on BEE entities against the Mining Charter

2010 target of 40%. In monetary terms, the companies spent R16.9 billion on the

procurement of capital goods from BEE entities in 2018.

— Services: Similarly, 75.1% of expenditure on services was incurred on BEE entities,

compared with the Mining Charter 2010 target of 70%. In 2018, this amounted to total

expenditure of R45.5 billion




— Consumable goods: Finally, 79.0% of consumable goods were procured from BEE
entities at a cost of R45.3 billion. The Mining Charter 2010 target was 50%.

— With regards to the contribution to the Social Fund, only 32 mining right holders
reported amounts incurred from procuring capital goods from multinational suppliers.
The resultant weighted average industry percentage contribution to the Social Fund is
1.36% and exceeds the Mining Charter 2010 target of 0,5%.

2.2.2 Commodity view

For the procurement of capital goods, all commodities met the 40% Mining Charter 2010
requirement apart from Clay miners who achieved 5.9%. However, it must be noted that Clay
miners only represent 0,2% of the total value of goods and services procured from BEE entities
(R108 million)

The top three commodities (Coal, PGMs and Gold) by rand value have a cumulative
discretionary procurement spend on capital goods of R16,8 billion, of which R12,6 billion is

spent on BEE companies.

% Capital Goods procurement from BEE Enfities per cormmodity

20,0%

21.4% 20,1%

75,5% 75.2% 7485 T40% 72.1%
53,2%

— - - - - - - - —— . o 40%
MG 2010
target

5.9%
||

Base Metals Diamand Manganese Gold Coal PGMs Iron Qe Chrome Dthers Clay

Figure 5: The percentage of procurement spend on capital goods to BEE Entities — Commodity View

For the procurement of services, 9 out of 10 commodities meet the minimum 70% requirement
set in Mining Charter 2010. Again, Clay miners did not meet the set target with an achievement
score of 50,6% against the Mining Charter target of 70%.

The top 3 commodities (Coal, PGMs and Gold) by rand value have a cumulative discretionary
procurement spend on services of R45.6 billion of which R33.9 billion is incurred on BEE

companies.




% Services procurement from BEE Entifies per commodity
341% 21.5% 20,1% 79.0%
T8T% 73,3% T30% T1.T% 718%
————————————————————————————————————————————————————————————— 4 0%
50.6% MC 2010
target
Manpganese Iran Ore Chrome Diamond Coal Dithers PGEMs Base Metals Gold Clay

Figure 6: The percentage of procurement spend on services to BEE Entities — Commodity View

All commodities meet the minimum 50% Mining Charter 2010 requirement for the procurement
of consumable goods. Base metals, Iron Ore and PGM miners incur the highest proportion of
their procurement expenditure on BEE entities, with 91%, 87% and 83% of their expenditure
on consumable goods, respectively. Coal miners spend the highest amount on BEE entities
with expenditure of R16,7 billion out of the discretionary procurement spend on consumables
of R22,4 billion.

% Consumable Goods procurernent from BEE Entities per commadity

20.2% -
56.7% 82.6%

B1.7%

78,8% 76.5% T4E% £6.0%

- 50%
MC 2010
target

Base Metals Iron Ore PGMs Clay Gold Ciamond Chrome Manganzzs Coal Others

Figure 7:The percentage of procurement spend on consumable goods to BEE Entities — Commodity View

2.3 EMPLOYMENT EQUITY

2.3.1 Industry view

The mining industry met the minimum threshold of 40% HDSA target representation across all
management levels. There is a significant representation of HDSA in lower management
positions. HDSA representation in key decision-making positions is still relatively small.




Weighted HDSA representation across all management categories, 2018, %  [HEIM HDSA employees per category

70,5%
58,2% 61,4%
52,8%

40%

Mining
Charter |
2010 target |

Top Management Senior Management Middle Management Junior Management

Figure 8: HDSA representation in management positions

— Top management (including boards of directors): In 2018, 58.2% of top management
were HDSASs (49.3% in 2016).

— Senior management (including executives): In 2018, 52.8% of senior management
were HDSAs (48.3% in 2016).

— Middle management: In 2018, HDSAs made up 61.4% of middle management (49.8%
in 2016).

— Junior management: In 2018, HDSAs made up 70.5% of junior management (58.0% in
2016).

These findings demonstrate a commitment by mining companies towards transformation.
The average rate of women representation is 19.8%, an increase from 13.0% observed in

the 2016 analysis of employment equity.

Overall gender representation B vae B Female

80,2%

Figure 9: Overall women representation in management levels




2.4 HUMAN RESOURCE DEVELOPMENT

2.4.1 Industry view

The mining industry relies on the continuous development of the communities surrounding
mining operations. It includes provision of support for South African based research and
development initiatives intended to develop solutions in exploration, mining, processing,
technology and rehabilitation. In addition to the Skills Development Levy (1% of payroll), the
Mining Charter 2010 requires mining right holders to spend 5% of their annual payroll on HRD.

In 2018, the sampled mining right holders spent 4.8% of their annual payroll on HRD which is
below the minimum Mining Charter 2010 compliance target of 5%. In 2018 HRD expenditure
was R3.3 billion, plus a skills levy payment of R0.7 billion. The 2016 analysis showed that
mining right holders spent 5.5% of their annual payroll on HRD, therefore there is an 13%
reduction in the HRD spend between 2016 and 2018.

HRD expenditure as % of annual HDSA payroll

Total HRD Spend: R3,3 billion Annual Payroll: R67,6 billion

@D

4,8%

5.5%

5,0%

Mining Charter 2010 2016 HRD spend 2018 HRD spend
Target — HRD spend %  as a % of HDSA as a % of HDSA
of HDSA payroll payroll payroll

13% reduction in the HRD spend as % of annual HDSA payroll between 2016 and 2018

Figure 10:HRD expenditure as a percent of annual HDSA payroll

Short courses, vacation work programmes, work placement programmes and post-retirement
training, collectively called other training initiatives accounted for the most significant share of
HRD spend (48.9%). Other major components of the spend were learnerships (17.1%) and

artisans & apprentices (11.5%).




Total Spend: R 3,3 billion

48.0%

17.1%
11,5%
Learnerships Artisans & ABET QOther training Bursaries & Other HRD
Apprentices initiatives? Scholarships expenditures

| R 557 million | | R 376 million | R 181 million R 1,60 billion R 273 million R 281 million

Figure 11: HRD expenditure by skills development categories

2.4.2 Commodity view

Diamond mining companies had the highest percentage HRD expenditure at 7.8%, followed
by chrome (7.2%) and other commodities, comprising of silica, vanadium and limestone
(6.8%). PGMs, coal and clay failed to meet the minimum requirement of 5% HRD expenditure,
with clay miners achieving only 2,1%.

HRD Expenditure as % of Annual Payroll - Commodity view

7.8% .
7.2% 6.8% 6.7%
6.0% 5,8%

5,2% 5% Mini
_AT% Charler

2010 Target

3,5%
2,1%

% HRD expenditure

Diamond Chrome Other Base Metals Manganese Gold Iron Cre PGMs Coal Clay

Figure 12: HRD spend as a percentage of annual HDSA payroll — commodity view

2.5 MINE COMMUNITY DEVELOPMENT

2.5.1 Industry view

One of the prominent features of the Mining Charter relates to mining community development
and its regulation through social and labour plans (SLPs). This provides for strategic
interventions that require planning (mostly with local authorities) and the implementation of
programs that focus on the promotion of socio-economic growth and sustainable development
of host communities as well as significant labour-sending areas.

Mining Charter 2010 does not set universal spending targets on mining community
development (MCD). However, locally and internationally, a target of 1% NPAT is seen to be
a reasonable target for corporate social investment. MCD budgets are set following

engagements with the DMRE and local governments.




The assessment of MCD expenditure indicates that 89% of the programmes went through
consultation processes with communities (432 out of 488 programmes). 374 out of 482

programmes were aligned with community needs (representing 73% of the total programmes).

Total number community consultations Programme alignment to community needs

11%

78%
89%

M Consulted the community [l Did not consult the community Aligned to community needs [l Not aligned to community needs

Mining rights represented 82 (96% of sample) Mining rights represented 80 (94% of sample)

Total programmes represented (provided complete data) 488 Total programmes represented (provided complete data) 482

Programmes with consultation 432 Programmes with needs alignment

Total programmes sampled 515 Total programmes sampled

_ Total mining right holders sampled

Figure 13: Programmes that went through the consultation process and programmes aligned to community needs

The assessment shows that in 2018 mining companies spent R1.32 billion on MCD
programmes, representing 7.4% of NPAT (this includes companies with negative NPAT). The
MCD spend was above the best practice of 1% of NPAT spend on social development
programmes.

The MCD spend, excluding mining right holders with negative NPAT, is R1.16 billion, which
represents 2.7% of NPAT.

MCD total spend (R billion) Sample representation
Mining rnights represented Eg r:]é;e“? of

1,32

0.0 88%

Positive
NPAT

1,16

Negative
NPAT

Total spend contribution

Mining rights represented 5 (6% of
sample)

MCD spend for +NPAT Total MCD spend Total spend contribution 29
No NPAT submission [l Negative NPAT [l Positive NPAT

Figure 14: MCD spend as a percentage of NPAT




Mining companies spend mostly on infrastructure programmes, with a total expenditure of
R576 million (43.7% of total spend). Job creation, health, environmental, and recreational
programmes receive the least spending from mining companies, each representing less than
2% of total spend. MCD spend should prioritise programmes that foster long-term sustainable
job opportunities, considering that the majority of community protests are due to lack of jobs

and other economic opportunities within the industry value chain.
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Figure 15: MCD expenditure split on various programmes




3. COMPARISON OF MINING CHARTER 2010 AND MINING CHARTER 2018

3.1 OWNERSHIP: CHANGES FROM MINING CHARTER 2010 TO MINING CHARTER

2018
Mining Mining Mining Charter 2018 | Mining Charter 2018
Charter 2010 Charter 2018 (New rights, (Pending
(Existing Transfers & applications)
rights) Renewals)
HDSA > 26% > 26% = 30% From 26% to 30%
ownership (within 5 years)
BEE n/a n/a = 20% (preferably 5% | = 20% (preferably 5%
entrepreneurs for women) for women)
Mining n/a n/a = 5% (non-transferable | = 5% (non-transferable
communities carried interest) carried interest)
ESOPS n/a n/a = 5% (non-transferable | = 5% (non-transferable
carried interest) carried interest)

3.1.1 Major changes:

+ The minimum target for identifiable beneficiaries has been increased to 30% HDSA

3.1.2

ownership (with a minimum of 20% for BEE entrepreneurs and a minimum of 5% each
for communities and ESOPSs).

The continuing consequences of historical transactions are recognised in respect of
existing rights, but not in the event of renewals or transfers in terms of Mining Charter

2018. However, this latter provision is being taken on review by the Minerals Council.

Implications for Ownership element:

Existing mining right holders:

Mining right holders with = 26% HDSA ownership, prior to Mining Charter 2018, are
recognised as compliant, whether their BEE partner(s) have transferred their
shareholding or not (‘once empowered, always empowered principle’ applies for the
duration of the mining right).

Mining right holders with < 26% HDSA ownership will still need to comply with Mining

Charter 2010 requirements.

New mining right holders:




*  Minimum 30% HDSA ownership target, including a minimum of 20% for BEE

entrepreneurs and a minimum of 5% each for communities and ESOPs).
Renewals and transfers of existing mining rights:

* The renewal of an existing mining right shall be subject to the Mining Charter
requirements applicable at the time that a mining right renewal application is lodged

(once empowered, always empowered has limited application).

3.2 PROCUREMENT: CHANGES FROM MINING CHARTER 2010 TO MINING
CHARTER 2018

Element Mining Charter 2010 Mining Charter 2018
— Capital goods: = —  Procure 70% of locally manufactured mining goods
40% from BEE with a 60% local content
entities —  21% from HDP owned and controlled entities
Procurement — Services: 2 70% — 5% from women, or youth-owned, and controlled
from BEE Entities companies

— Consumable goods:
> 50% from BEE
Entities

—  44% from BEE compliant companies

—  Procure 80% of services from South African

companies
—  50% from HDP owned and controlled companies
- 15% from women-owned and controlled companies
— 5% from youth-owned and controlled companies

- 10% from BEE compliant companies

3.2.1 Major changes:

* Consolidation of capital goods and consumables.
* Introduction of 60% local content requirement.

* Introduction of HDP, Women and Youth owned and controlled companies.
3.2.2 Implications for Procurement element:
* Local content needs to be certified by SABS, or a body approved by the minister.

* The bulk of mining goods such as excavators, which are imported, do not have readily
available substitutes locally and therefore new requirements on locally manufactured

mining goods will be hard to meet.




Mining suppliers of services will be under extreme pressure to achieve 51% HDP

ownership and control.

Mining right holders must assess the current gap in terms of compliance, and the

changes required within their procurement strategies.

Mining right holders will find it hard to verify women and youth ownership from BEE
certificates and therefore, additional checks and verification procedures will be

required.

Procurement targets must be complied with progressively within a period of 5 years,
commencing within 6 months from the date of publication of the Mining Charter 2018.

3.3 EMPLOYMENT EQUITY: CHANGES FROM MINING CHARTER 2010 TO MINING
CHARTER 2018
Element Mining Charter 2010 Mining Charter 2018
_ . 0 0,
_ Top management: = 40% Board: 2 50% & women = 20%
_ i . 0, 0,
Employment | Senior management: 2 40% Executive management: 2 50% & women = 20%
. _ H . 0, 0,
Equity _ Middle management: = 40% Senior management: 2 60% & women = 25%
_ i . o, o
— Junior management: = 40% Middle management: = 60% & women = 25%
_ i . 0, 0,
_ Core & critical skills: = 40% Junior management: = 70% & women = 30%
— Employees with disabilities: = 1.5%
) ~  Core & critical skills: = 50%
3.3.1 Major changes:
+ Executive management no longer forms part of senior management.
* Introduction of targets for women across the occupational levels.
* Introduction of targets for employees with disabilities.
* Increase in HDSA targets across management levels.
3.3.2 Implications for the Employment Equity element:

Compliance targets for Women may be challenging to achieve due to alignment with

Economically Active Population (“EAP”) statistics (provincial and national).

Succession planning is affected by continued declines in employment numbers due to

the prevailing economic environment and retrenchments.




Mining right holders will have to ensure their workforce is aligned with the EAP

representation (provincial or national), or risk losing compliance points.

Mining right holders must identify the linkages between employment equity, training,
and mine community development to entrench the skills required and increase

representation of HDSAs.

3.4 HUMAN RESOURCES DEVELOPMENT: CHANGES FROM MINING CHARTER

2010 TO MINING CHARTER 2018

Element Mining Charter 2010 Mining Charter 2018
Human Resource Invest 5 % of annual Invest 5% of leviable amount, as defined in the HRD
Development payroll in essential element, in proportion to applicable demographics
skills development (employees and non-employees)
3.4.1 Major changes:

The target has remained constant, but the weighting has increased from 25% to 30%

for the scorecard.

The annual payroll measure is replaced by a leviable amount. Companies must be
conversant with all the different contributions that qualify as a leviable amount.

The EAP limits (national/provincial) will have to be reflected in the mining right holders’

HRD spend to score full points.

3.5 MINE COMMUNITY DEVELOPMENT: CHANGES FROM MINING CHARTER 2010

TO MINING CHARTER 2018

Element Mining Charter 2010 Mining Charter 2018
Mine Community Implement approved 100% compliance for approved SLP commitments
Development community projects

3.5.1 Major changes:

The element is ring-fenced and requires 100% compliance at all times.

Compliance to SLP commitments.




3.5.2

Implications for Mine Community Development element:

SLP amendments shall be approved in terms of section 102 of the MPRDA and in

consultation with mine communities.

There should be meaningful consultation for every program (i.e. proper consultation
processes should be followed based on best practice).

Mining right holders must identify their targeted mine communities’ priority development
needs through consultation with local municipalities, traditional authorities, and other

interested and affected stakeholders.
Priority to be given to communities where mining takes place.

Approved SLPs must be published in English and at least one other language that is

widely used within the mine community.

Mining right holders may collaborate on projects where more than one mining right

holder operates in the same area for maximum socio-economic developmental impact.




4. CONCLUSIONS

The mining industry met and exceeded the Mining Charter 2010 ownership target of 26% (the
average BEE ownership is at 39.2%). However, a total of 80 out of 93 mining right holders did
meet the minimum 26% HDSA ownership requirement (represents 86.0% of the sample). That
said, the 13 mining companies that do not meet the target account for 1% of the sample data,
based on the number of employees.

BEE entrepreneurs hold the majority of HDSA ownership. Majority of the BEE transactions do
not create Meaningful Economic Participation as outlined in the Mining Charter 2010 definition.
This is, however, because most of the BEE transactions of the companies analysed were
executed prior to the implementation of the Mining Charter 2010. In line with the definition in
the Mining Charter 2010, only 22 mining right holders, which represent 23.7% of the sample,
created Meaningful Economic Participation.

The proportion of procurement from BEE entities exceeds the targets in all three reporting
categories (capital goods, services and consumable goods). The sampled mining right holders
reported that 75.4% (R16.9 billion) of expenditure on capital goods was procured from BEE
entities against the 40% Mining Charter 2010 requirement. Similarly, for services, 75.1%
(R45.5 billion) of the expenditure was incurred with BEE entities against the Charter target of
70%. And 79.0% (R45.3 billion) of the expenditure on consumable goods was procured from
BEE entities against the Mining Charter 2010 target of 50%.

The sampled mining right holders meet and exceed the minimum HDSA representation
thresholds set out in Mining Charter 2010 across the different management levels. HDSA
representation in crucial decision-making positions, top and senior management levels, is still
relatively low, and women are still underrepresented across all management levels.

The sampled mining right holders spent 4.8% of their annual payroll on HRD which does not
meet the minimum Mining Charter 2010 compliance target of 5%.

Mining companies reported that they consult communities on 89% of their development
programmes, which indicates a gap in consultation — the goal is to have 100% of all projects
implemented go through the required community consultation processes. 100% meaningful
consultation will ensure that all programmes are aligned to community needs. The sampled
mining right holders spend 7.4% (2.7% excluding companies with negative NPAT) of their
profits on community development programmes, which is above the best practice spend on

social development of 1% of NPAT.




5. RECOMMENDATIONS

5.1 OWNERSHIP

The Minerals Council should review Meaningful Economic Participation, to understand

why members do not comply and the challenges that they face.

The Minerals Council should assess the number of existing mining right holders that
are currently compliant but have mining rights coming up for renewals in the near term

which may be impacted by Mining Charter 2018.

5.2 PROCUREMENT

The mining right holders must evaluate the capacity and capability of local companies
to meet the local content thresholds and engage the DMRE to find solutions on either

relaxing this requirement or craft ways to assist with compliance.

The Minerals Council should encourage its member companies to collaborate and

spend more meaningfully and effectively on enterprise supplier development

The Minerals Council must engage the DMRE on the achievability of the set targets

and the timeframes as set out in Mining Charter 2018.

5.3 EMPLOYMENT EQUITY

The mining right holders should adopt deliberate policies that will address

underrepresented demographic groups as informed by the EAP figures.

The mining right holders must ensure they introduce policies and practices of

inclusiveness and advancement of women in the mining industry.

The mining right holders must endeavour to create a conducive and accommodative

environment to encourage participation of women at various occupational levels.

The mining right holders must build a pipeline for women in mining through early

attraction, recruitment and retention of youth.




5.4 HUMAN RESOURCE DEVELOPMENT

Mining companies should focus their spending on essential skills in line with

employment equity requirements.

Mining companies should provide exposure to young adults, especially women, by

attracting the next generation of female miners.

Mining companies should develop systems through which empowerment groups can
be mentored as a means of capacity building.

* Mining right holders should implement career paths that will provide additional
opportunities to HDSA employees and facilitate career growth.

5.5 MINE COMMUNITY DEVELOPMENT

Mining right holders must increase stakeholder consultations with host communities,
traditional leaders, as well as other interested stakeholders to ensure that SLP projects

are sustainable and aligned with community needs.

The DMRE must improve the coordination, monitoring and evaluation of SLP projects
to ensure that projects that mining companies have committed themselves to are

indeed implemented and completed with maximum impact.

Mining companies must be encouraged to invest in SLP projects that facilitate long-

term job creation instead of making investments in mainly infrastructure projects.

Mining companies and local business should collaborate towards creating thriving
communities through sustainable and meaningful transformation in towns which host

current and future mines.




