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By Chiku Jere & Marcel Chimwala

layers in the mining sector will have to wait further
for the tabling of the all-important revised Mines
and Minerals Bill as once again the bill misses
on the ‘Order Paper’ of the current sitting of
Parliament.
But Minister of Natural Resources, Energy and Mining,
Bright Msaka confirmed to Mining & Trade Review that
the bill was already submitted to the Ministry of Justice
for the vetting process, which is conducted before the bill
goes to Cabinet for approval.
Msaka said he was surprised that the bill was not included
on the order paper for the current sitting saying the situation
implied that the other concerned departments were still
working on it.
“My Ministry finalized all the work and submitted the bill to
Mutharika: Vowed to develop mining
the Ministry of Justice for vetting. What you have to know is that Msaka: Ministry finalised the drafting
after the vetting process by the Ministry of Justice, the bill goes
“This current sitting is specifically for the budget and there are equally
to cabinet for approval and it is the cabinet that gets it to the national important bills to be discussed including the one tackling taxation
assembly. In this case, it could be that the Bill is on its way,” said Msaka. of exploration and mining projects and our own Electricity Bill. Let us
He promised to ensure that the bill is taken on board in the next give a chance to these bills. I will make sure that the Mines and Minerals
sitting which is still part of the ongoing parliamentary session.
Bill is taken on board in the next sitting,” he said.
cont. on page 3

Study uncovers ills of
bad mining practices to
Malawi communities
Page 5 - 8

CEPA spearheads
oversight role on
mining sector
Page 6 - 7

2

ADVERTISEMENT

June 2016

EDITOR IAL

Malawi desperately

needs new mines law
It is surprising to learn that the Mines
and Minerals Bill is not on the order
pa per for the current sitting of
parliament despite numerous
pronouncements by the Ministry of
Natural Resources, Ener gy a nd
Mining that government is doing all it
can to ensure that the bill is tabled.
BY MARCEL CHIMWALA
As reported in our main article, the
PUBLISHING EDITOR
Minister responsible, Bright Msaka,
told Mining & Trade Review that the government will not be able
to table the bill in the current budget sitting as it is specifically for
the budget and that there are plenty of equally important bills
that have been accommodated in this sitting.
The Minister, however, stressed that he will push for the bill
to be tabled in parliament as soon as possible.
While we very much appreciate the Minister’s desire to see to
it that the bill is passed, we wonder why after all the work by
Malawians across the board, who were consulted in the
formulation of the bill, cabinet is taking ages to get the bill to
parliament.
This is happening while the country continues to make use of
the 1981 Mines and Minerals Act, which studies have described
as an outdated and archaic law.
As opposed to the new bill which rests the ownership of the
resources on the state on behalf of the people of Malawi, the
outdated law rests the ownership of the resources on the Life
President on behalf of Malawians.
The implication of it is that with the current law, formulated
during the oppressive one party reign, powerful politicians have
had an enabling environment to manipulate mining deals for
their personal gains.
We, therefore, support the Minister’s assertion that the Mines
and Minerals Bill has to be passed as soon possible because we
very much need the new law to bring sanity in the mining sector.
Malawi is a resource rich country but for how long will it
continue losing wealth from these non-renewable resources
because it does not have an enabling legislative environment to
support mineral sector development for sustainable development
and poverty eradication?
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The development means the
Malawi mining sector will have to continue operating
using the old legal framework – Mines and Minerals
Act 1981- which has resoundingly been branded as
archaic and outdated.
In his State of the Nation Address (SONA), State
President Professor Arthur Peter Mutharika said
the government will work on reviewing mining
legislation as one way of developing the sector.
"Mr. Speaker, Sir, Malawi’s unique mineral
potential continues to attract interest from both local
and foreign investors. We are now focusing on
creating an appropriate investment environment
through reviewing of mining legislation and
establishment of mining cadastre,” he said.
But the delay in tabling the Mines and Minerals
Bill has not gone down well with stakeholders in the
sector. Board Chairperson for Natural Resources
Justice Network (NRJN) Kossam Munthali said the
delay surmounts to defeating the unity of purpose
among all stakeholders to promote transparency,
accountability and fairness in mining sector.
“The delay is posing several challenges as the law
was crafted to prevent fraud, corruption, mitigate
license disputes, enforce adherence to community
development agreements which will reduce hostilities
towards investors, and all in all, ensure effective
management and good governance of the entire
mining industry,” he said.
Munthali also said the delay defeats the purpose of
the very manifesto that ushered the ruling Democratic
Progressive Party (DPP) into power.
“You may wish to know that Chapter 19 page 41
of the DPP manifesto commits to prioritise the
development of the mining sector to back agriculture
as an alternative major contributor to the economy by
among other things fast-tracking implementation of
proper legal and policy framework. So, the delay to
table this important bill means the ruling party is
tracking back from its own promise to electorates who
entrusted them with the power to govern,” he said.
The NRJN board chair further expressed fear that
the delay will decimate the achievements that Malawi
has this far attained relating to Extractive Industry
Transparency Initiative (EITI).
“You might be aware that we are soon supposed to
go under EITI assessment process and the delay will
do Malawi’s candidature no favour as there is a
requirement of operational legal framework in order
for a country to move towards being deemed
compliant,” said Munthali
Malawi Chamber of Mines and Energy also said it
is equally baffled with the failure to table the bill with
founder member Grain Malunga describing it as very
unfortunate and defeating
Cartoon
to the purpose of trying
to create a vibrant and
economically viable mining
industry.
“I really doubt the
seriousness of government
on this issue. We were told
that the bill will be tabled in
this June sitting but now we
have information that it has
not been sent to cabinet
and it is still with the Justice
and Constitutional Affairs
Ministry. I wonder how
long it takes to vet the
already drafted Bill. In m y
...from front page
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Munthali: Disappointed with the delay of MMB

Chilenga: Threatened to torpedo the Bill

own understanding a serious officer assigned
to the job cannot take more than a week to complete
the vetting process and make appropriate
recommendations,” said Malunga.
Malunga, a seasoned geologist and former
Minister of Natural Resou rces, Energy and
Environment, said the delay may affect Malawi as an
investment destination as investors will not be certain
of Malawi’s legislative environment.
Fears are also rife that the law might delay further
in parliament as some Members of Parliament
blatantly expressed reservations as regard passing the
bill, saying that it is full of flaws.
Chairperson for Parliamentary Committee on
Natural Resources and Environmental Affairs,Werani
Chilenga, said he was shocked to hear that the bill was
referred to the Ministry of Justice for final vetting
when the agreement between the committee and the
ministry officials was that they send it back to the
committee to verify if their input had been included.
“Let me categorically state that if the bill
comes to Parliament without including what we
proposed, then consider it rejected. We’ll not pass it,”
threatened Chilenga

By
James Kazembe

Lafarge Cement Mw
transforms delivery
service with major
investment
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By Chiku Jere

alawi’s leading cement producer,
Lafarge Cement Malawi, has
dramatically enhanced delivery service
with the commissioning of a new
state-of-the-art Roto-Packer, a cement
bag filling machine. It enables the company to greatly
increase its truck loading capability and reduce its cement
delivery time to customers.
Lafarge Cement, a subsidiary of LafargeHolcim, the
world leader in building materials, launched the machine
at a prestigious event held at its premises in Makata
Industrial area in Blantyre on 5 May 2016.
Valued at MWK305,4 million, the high efficiency
Roto-Packer is a 6 spout, 3rd generation machine made by
the renowned German company Haver & Boecker, which
has been in the automated packing trade for over 150 years
and is known to be the world’s leading innovator of
packing solutions.
Speaking at the commissioning ceremony of the new
state of the art machine, the Cluster CEO for LafargeHolcim,
Malawi and Tanzania, Ilsé Boshoff, explained that the
upgrading of the bag packing plant was in line with the
company’s continual drive to be the market leader for
customer service.
“Our contracted transporters, who previously often had
to queue to be loaded, are now turned around rapidly, in
good time to deliver to our customer sites,” she said.
“Our aim is to continue investing in modern technology
in order to maintain quality, as well as to provide the best
possible service to customers.”
Boshoff said the business philosophy of the global
LafargeHolcim group is focused on customer service and
continually improving operational efficiencies. The
acquisition of the high-tech Roto-Packer augurs well for
the local company’s objective of ensuring excellent
delivery service.
The technology that was used to create the packer also
equips it with a self-weight correction ability, which
ensures that the bag is filled with the required weight.

Blantyre City Mayor Chalamanda symbolically switching on the new Rota packer

“For instance, if a 50kg bag has not been filled to its
specified weight, the machine will detect and reject it until
the packing is accurate,” explained Boshoff.
“The packer also has the capability of packing
different weights, including 25kg and 50kg, as well as bulk

loads, a development that is proving convenient for the
company’s various customers. Another excellent feature is
that it is environmentally-friendly: a fan mechanism
automatically reduces emissions by sucking dust from the
bag during packing.”
cont. on page 9

Study uncovers ills of bad mining
practices to Malawi communities
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...as Mkango’s Songwe Hill Project gets thumbs up for CSR interventions
By Marcel Chimwala

ining activities are proving beneficial to
impoverished native communities in
mining areas where the investors are
socially responsible but they are also a
thorn in the fresh to poor communities in
those areas where the companies are showing no desire for
sustainable social interventions.
This is reflected in a study report that was presented to
stakeholders in Lilongwe by a local non-governmental
organisation, Institute for Community Mobilisation and
Empowerment (ICOM), which tackles the status of
communities in mining areas focusing on three projects
namely Mabulabo Coal Mine in Mzimba owned by a local
company called Eland, Nyala Mines at Chimwadzulu Hill
in Ntcheu and Mkango Resources’ Songwe Hill Rare Earth
Exploration Project in Phalombe.
ICOM conducted the study for Norwegian Church Aid
(NCA) as part of Tonse Tipindule Project, which NCA is
implementing in collaboration with its civil society
partners namely Catholic Commission for Justice and
Peace, Quadria Muslim Association of Malawi, Malawi
Council of Churches, Evangelical Association of Malawi
and Church and Society of the Livingstonia Synod with
funding from the Tilitonse Fund.
The significant features at Eland’s Mwabulabo Mine,
where mining operations started in 2008 without any
community involvement in the preparatory stages, are the
existing gullies that Eland has left after suspending
operations at the mine due to coal market challenges.
“All community members including chiefs and
government officials confessed that they live in fear of
losing their lives and livestock due to the water filled
gullies. Since the Eland Company occupied community’s
main grazing area, the community feared that their children
who usually accompany their livestock might be victims of
death if they get drowned in the water filled gullies. The
community reported that two children have died by falling
into the gullies and there have been numerous reports of
goats falling into the gullies as they graze,” says the report
of the study.
It says as most of the gullies contain stagnant water
which is breeding environment for mosquitoes, an outbreak
of malaria has been reported in the area.
The Mwabulabo community has also reported of water
pollution caused by the company’s damping of coal
residues and coal processing chemicals into Ruviliya River,
which is the community’s main water and fish supply,
situated far from Lake Malawi.
“The community members reported that people drink
contaminated water and fall ill and are being deprived of
the pleasure of consuming the once readily available fresh
fish. Furthermore, the contaminated water flowing from the
gullies run to the rice fields, which causes the rice to dry
up in cases where the water has large volumes of coal dust.
The rice eventually turns black and it affects the quality of
the produce,” the report reads.
The community also reported to the researchers that
dust coming from Eland’s coal mines polluted the air

A gully filled with water posing danger to the community

resulting in a number of members of the community
suffering from coughs.
Production Director for ICOME, Lelani Nyasulu,
reports that the community suggested a number of
mitigation measures for the pathetic situation at
Mwabulabo, which include that the government should
trace the miner and fill up the gullies.
“The community also wants government to at least
visit the area and appreciate their concerns, and ensure

Coal spillage is reported
to have affected rice fields

Researcher Nyasulu making a presentatation on the ills of mining

the provision of portable water and a good drainage system
following the contamination of water and destruction of the
drainage system by the miner,” he says.
But mining investors’ failure to implement an
environmental rehabilitation plan and inability to undertake
social responsibility obligations as witnessed at Mwabulabo

are not the only factors that are a source of feelings of bitterness among members of the community directed at mining companies in resource rich areas. As the study proved at
Chimwadzulu Hill in Ntcheu, poor working conditions for
unskilled labours which are mostly recruited in the mining
areas is also another issue of concern. cont. on page 8

CEPA spearheads
oversight role on
mining sector
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Mushani: Desk officer EITI Secretariat

A

Chanza: Executive Director - CEPA

By Chiku Jere

local civil society organisation, Centre for
Environmental Policy and Advocacy (CEPA),
has called upon stakeholders in the minerals
sector to ensure effective management and
good governance of the sector for it to
enormously contribute to poverty alleviation and growth of
the national economy.
CEPA’s Executive Director, William Chadza, made the
call when he opened a two-day mining sector stakeholders’
knowledge exchange and capacity building workshop at
Silver Sands Holiday Resort in Salima.
Chadza said recent studies have revealed weak coordination among players in the mining sector including government, the private sector, civil society, media, traditional
leaders and communities in the management and monitor-

Hilton Banda: Geologist

Chikomeni Manda: Artisanal Miner

Chatupa: Consulting Geologist

ing of the sector in accordance with the existing policy and
legal framework.
“In spite of the existence of regulatory framework - the
Mines and Mineral Act of 1981, and the Mines and Minerals Policy of 2013 - implementation and enforcement have
been weak, creating a situation that has been exploited, resulting in a situation whereby a few have benefited and continue to do so, from the country’s natural resources,” he
said.
Chadza said it is, therefore, imperative that all stakeholders work together in the sustainable management of the
sector in accordance with the existing legal framework to
ensure that the country’s mineral resources benefit the nation as whole and not a few individuals.
The workshop which drew together representatives
from civil society organisations, mining companies, local
councils, mining area communities; the media, among other

Cynthia Simkonda: CEPA’s Programme Officer – Extractives

participants, looked at ways how oversight capacity of
stakeholders in the mining sector can be enhanced, corroborated as well as consolidated.
Chadza observed that mining is evolving into both a social and economic issue hence stakeholders need to brainstorm different perspectives in order to come up with
tangible solutions that will promote effective management
and governance.
Through several presentations, workshop participants
shared ideas on increasing interaction of policy and decision makers on mining as well as enhancing stakeholders’
understanding of mining issues.

June 2016

Participants at the knowledge exchange workshop

Among the presentations that were delivered and
formed part of interactive discussion was one titled
‘Building a Participatory Resource Rich Country’ which
was presented by a Department of Mines official, Cassius
Chiwambo, who advocated for participation of all
stakeholders in managing the minerals sector.
“All parties must have that common and shared
responsibility. It is everyone’s sector and everyone has to
gain out of it,” said Chiwambo.
He followed up with another presentation dubbed
‘Mining Policy and Legal Framework; putting laws into
practice’, zeroing much on how laws can be utilized to
promote sustainable development of the mining sector.
“Having a good law and realising correct benefits from
the operations are different. Malawi needs to make its
mining laws work for the benefit of all players,” he said.
The other interesting presentation was on how mining
can contribute to local community development and it came
from Veteran Geologist James Chatupa of Craton
Resources.

Participants banging heads during the workshop

This particular discussion drew focus on the role of
community, parliamentarians, mining companies,
government, media, traditional authorities and civil society
in ensuring that communities benefit from the mining
activities happening in their areas.
“Monitoring of mining company activities and
promotion of consultations with local communities must be

urgently established,” said
Chatupa.
He also recommended
the creation of Geological
Survey/Mines offices at
District Council offices
and propagation of a
culture of publishing/
printing information
brochures for the local
communities in order to
facilitate information
exchange between local White: Top govt. officials have
communities and the a lot of influence over mining
other stakeholders in the related decisions
sector.
There was also a presentation on Gemstone Mining in
Malawi which was passionately delivered by a Mzimbabased Artisanal and Small-scale Miner (ASM), Chikomeni
Manda.
The presenter delved
into bottlenecks for ASMs
in Malawi including lack
of access to financial
services, unfavourable
taxation regime, market
challenges, occupational
health and safety
challenges, lack of value
addition equipment and
delays by government to
issue mining licences and
permits.
Manda, however,
highlighted what he termed
‘great economic potential’
that the gemstone subsector
has only that there is need
for the sector, currently using primitive equipment, to
graduate to mechanized mining.
“If miners can be trained in modern ways of mining
such as using mini-excavators, production and revenue
generation would dramatically increase which would
substantially contribute to poverty alleviation,” he said.
Another presenter, Robert White, enlightened the
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participants on ‘Political Economy of Mining in Malawi’,
based on a political economy analysis that was conducted
by Tilitonse Fund.
White said the study uncovered that government
decisions on mining issues in Malawi are based on several
factors including desperation for economic diversification
as well as personal gains or corruption.
“High level government officials (including Ministers
or the President) have a lot of influence over mining related
decisions. Therefore, although technocrats may make
recommendations, final decisions that are made at higher
levels have sometimes ended up being different and
unfavourable to public interest,” said White.
Other equally important presentations were on
‘Malawi’s Oil Exploration Potential and Development, its
Trends and Best Practice’ presented by geologist Hilton
Eneya Banda, and ‘Transparency in the Mining Sector’ by
CEPA’s Programme Officer – Extractives, Cynthia
Simkonda.
“Transparency is a tool to promote accountability but
transparency is impaired if CSOs, media, parliament and
interested stakeholders do not fulfill their roles which
include exposing politicization of mining, oil and gas
funds,” said Simkonda
Leonard Mushani, Malawi Extractive Industry
Transparency Initiative (EITI) Secretariat’s desk officer
at the Ministry of Finance, Economic Planning and

Chiwambo: Called for shared responsibility

Development’s Revenue Policy Division also made a
presentation taking the participants through the ‘Journey
towards improving natural resources transparency and
management.’
In his presentation, Mushani outlined the progress that
Malawi has made on EITI noting that the country is now an
EITI candidate implying that Malawi is just close to
becoming a compliant country.
The workshop came up with ten issues that need following
up including; the need to disseminate information on
minerals and mining related development to communities,
strengthening government and community engagement,
and strengthening CSO coordination and expediting policy
development processes, among others.
There was a resounding consensus among participants
for the speedy passing of the Mines and Minerals Bill
(MMB) with common belief that the revised draft law is
the only tool that will collectively address a myriad of
concerns dogging the sector.
With support from Tilitonse Fund, CEPA is implementing
a project called “Strengthening Mining Governance in Malawi”
whose three main outputs are; strengthened policy and
institutional framework for regulating the mining sector,
increased cohesion of CSOs in policy advocacy on mining
and increased public understanding of mining issues
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Primary School where it is
currently constructing two
classroom blocks, pays a monthly
stipend to 10 volunteer teachers,
buys school uniform for needy
pupils and supplies stationery
equipment.
“However, members of the
community interviewed in some
parts of the area elaborated that
the bitterness from the community
is a result of favoritism in that
developments are only being
concentrated in Village Headman
Kandoma’s area,” the report
Pictures showing some of the CSR activities that Mkango Resources has so far delivered to the Songwe Hill communities
reads.
But at Songwe Hill in
The study found out that though Nyala
...from page 5
Phalombe where UK firm Mkango
Mines, which extracts expansive minerals including
Resources is pursuing rare earth
r u b i e s , sapphire, green tourmaline and garnet at
deposits through its local
Chimwadzulu Hill, has managed to employ guards and
subsidiary Lancaster Exploration,
brick breakers from the mining area, things are not all that
there do not seem to be as much
rosy for the guards who work for 12 hours a day without
bitter
feelings by the community
overtime allowances. This is the case though originally it
on
CSR.
was agreed with the employer that they would be working
The Civil Society rates the
for eight hours a day and if need be they would be required
project,
which is only in its
to work for extra four hours for which they would receive
exploration stage, as a role model
overtime allowances.
when it comes to meeting CSR
The report also alleges that Nyala Mines never follows
obligations.
up on junior members of staff admitted to Ntcheu District
As a starting point for its CSR
Hospital after sustaining injuries at the mine.
drive, Mkango Resources met
The communities also complain that there is no clear
with chiefs and a committee
demarcation between the mine, the community’s farms, the
representing the people of the area.
water resource and other belongings for the community,
During this meeting, the
which has resulted in the miner arresting members of the Mkango Resources also came to the rescue of Phalombe flood victims
chiefs and the committee
community found in possession of precious stones.
arable land and resources,” reads the report.
members were granted an opportunity to make a list of
There is also a scramble for the Kapeni River water
The community also suggests that the Company should developments that the area needed urgently and the
resource between the community which depends on the promote local businesses through initiatives such as buying following were listed; reconstruction of the main road
resource for irrigated agriculture and domestic use and food from local restaurants and it should allow its employees network, a bridge, electricity, school renovations, and a
Nyala Mines, which pumps water from the river into its dams a reasonable break for lunch so that they are able to get community hospital.
used to process the mined ore to identify the precious stones. nice, decent and satisfying food from these restaurants.
So far, though the company has not started mining as it
The report says Nyala Mines releases muddy water used
The members of the community also want Nyala Mines is working on a definitive feasibility study, it appears that
in processing the ore from its dams into the Kapeni River to ensure that corporate social responsibility (CSR) it is fulfilling the CSR demands from the community.
and this results in siltation of the river, dirty water and projects are distributed fairly so that every surrounding
For instance, the company has constructed the bridge
reduction of the water table.
village benefits from the mine particularly they want the and renovated and painted classrooms at Mphembedzu
But what should be done to do away with these firm to build a bridge over Kapeni River which will serve Primary School under the Happy Classrooms Project
problems? Members of the community suggest that they a total of four villages namely Katsekela, Kandoma, Muuso which saw the company partnering a non-governmental
should be the ones to do active mining and sell the precious and Kakhobwe.
organization to paint the classrooms with pictures depicting
stones to Nyala Mines implying that the company should
Nonetheless, Nyala has assisted the community in the the school syllabus.
open a special office where they can be buying the stones following respects through CSR initiatives at Katsekela
“We are so far impressed with the community
from community members.
ARV and Health Centre; repainting of the walls, building a engagement principle and the CSR initiatives that Mkango
“To ensure that there is less damage done to the natural placenta disposal, constructing a borehole at the hospital is undertaking at Songwe. We hope they will continue in
environment, the community should consider identifying premises and donating shelves to the health centre’s this path and fulfill the other pledges.”
geologists to identify locations of the precious minerals. dispensary. The firm also uses its vehicles to ferry critically
“We also ask other miners to embrace Mkango as a role
These people will only dig holes deep enough to extract the ill patients to Ntcheu District Hospital.
model on CSR,” says Economic Justice Coordinator for
stones and instantly refill them without destroying much
Nyala Mines is undertaking CSR initiatives at Kandoma Norwegian Church Aid, Thokozani Mapemba

Boshoff said Lafarge Cement Malawi’s
continual drive to improve customer service recognises the
increasingly competitive business environment.
Adding to this, the Chairman of LafargeHolcim Malawi,
Symon Msefula, expressed profound gratitude to customers
who have remained loyal to the cement company’s
products over many years, saying these customers are the
wheels that drive the company to succeed amidst unfair
competition coming from uncontrolled imports.
“Lafarge Cement has built Malawi,” said Msefula. “By
this, we mean cities and communities in this country have
risen largely through using our building products, as the
company was the first ever cement manufacturer to be
established in Malawi, dating back to 1956.”
Recent ‘iconic structures’ constructed using the
company’s cement are indelible marks of Lafarge Cement’s
contribution to the development of the Malawi nation and
include the Lilongwe Stadium, Bingu International
Conference Centre and the Reserve Bank, as well as the
Masauko Chipembere Highway in Blantyre.
The company’s proud track record includes the role it
has played in the construction of transport infrastructure
such as airports, roads, bridges, railways, both inside and
outside the country ‒ the Nacala Railway is a notable
example.
A key factor in the company’s success can be attributed
to its investment in the development of its Malawian
workforce,resulting in high productivity and operational
efficiency.
“We believe that our ongoing investment in plant and
people will enable us to continue helping to create a healthy
country, happy communities and an improved economy. We
are very committed in this regard,” Msefula said.
H e described the commissioning of the new
Roto-Packer,which was presided over by the Mayor of the
City of Blantyre, Councillor Noel Chalamanda, in the
presence of some of the company’s major customers,as one
more successful step in the life of Lafarge Cement Malawi
as it continues on its journey of producing quality products
and services.
In his remarks, His Worship Chalamanda was full of
praise for the cement producer’s continued efforts in helping
to build the City of Blantyre and the country as a whole.
The Mayor stated that the large investment in the
Roto-Packer shows that the company is customer oriented,”
he said.
“This is a great technological move for the development
of the country as it will enable the company to serve the
local market better. LafargeHolcim Malawi is indeed
supporting the local economy.
“The company is to be commended for producing
quality cement for the past 60 years, since it was first
established as the Portland Cement Company.”
Commenting on Lafarge Cement’s comprehensive
employment welfare and occupational health, safety and
workplace environment programmes, Chalamanda also said
he was impressed with the company’s admirable investment
...from page 4
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Boshoff: LafargeHolcim Malawi Managing Director
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Msefula: LafargeHolcim Malawi Board Chairperson

One of the recently trained new Roto packer local operators demonstrating how packing is done

in the welfare of
local people and the
contribution it made
to the success of its
commitment
to
Malawi.
In closing, the
Mayor also thanked
the company for
donating bags of
cement towards the
‘Keep Blantyre Clean
and Green’ initiative
last year

Customers, members of staff, Blantyre City Council officials patronising the event

About LafargeHolcim

With a well-balanced presence in 90 countries and a focus on Cement, Aggregates and
Concrete, LafargeHolcim (SIX Swiss Exchange, Euronext Paris: LHN) is the world leader
in the building materials industry. The Group has 115,000 employees around the world
and registered combined net sales of CHF 33 billion (EUR 27 billion) in 2014. LafargeHolcim is the industry benchmark in R&D and serves from the individual home builder
to the largest and most complex project with the widest range of value-adding products,
innovative services and comprehensive building solutions. With a commitment to drive
sustainable solutions for better building and infrastructure and to contribute to a higher
quality of life, the Group is best positioned to meet the challenges of increasing
urbanisation.
More information is available on:www.lafargeholcim.com

Excitement after the commissioning of the new machine
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by Grain Wyson Phillip Malunga FIMMM

Mining and Environmental Management Expert

PRODUCTION SHARING AGREEMENT

Abstract
Production Sharing Agreement (PSA) is a contract entered into between government and a
private company wishing to explore, develop and produce petroleum. This agreement contains
clauses that stipulate agreed upon methods for allocation of petroleum produced and payment
of royalty and taxes due to government.
This paper tries to highlight the nature of PSA and how it can promote sustainable
development.

Introduction
Production Sharing Agreement (PSA) is a contract that a state gives to a mining company
or petroleum company to explore and develop a concession. This is on the understanding that
natural resources are vested in the state on behalf of its citizens. The state can be represented
by a State Owned Enterprise (SOE).
The state leaves all the expenditure for exploration and development in the company or
may fully fund exploration and development of the resource and contract the company to
develop and operate in exchange for part of the production. The PSA provides for the
establishment of a joint committee where both parties are represented and which monitors the
operations.

Drafting Principles
The principles for entering into this agreement are guided by the taxation and fiscal regime
of the country; and the Petroleum Exploration and Production Act. PSAs are distinguished from
other types of contracts in that the private company carries the entire exploration risk without
compensation and that the state owns both the resource and the installations.

Production Sharing
The private company pays a royalty on gross production to the government. After the
royalty is deducted, the company takes its pre-specified share of production for cost recovery.
The remainder of the production (profit oil) is shared between government and the private
company at an agreed share arrangement. The private company continues to pay income tax on
its share of profit oil. This taxation framework incorporates incentive structures, risk and
reward-sharing. The whole arrangement points to reimbursement of development capital and
a fair share of the business profit to the private company.
The above explanation can be structured as below;

Figure 2: Total Government share of revenue from a project (Source: Mohammed A. Adam)

Figure 2 shows the share governments have in implementing PSAs. In Africa mature or
established economies can have between 60% and 80% share of the proceeds from an oil and
gas project while new entries may get between 50 and 55%.

Sustainability
PSAs are designed to maximize government revenue while at the same time to provide
sufficient incentives to investors. The investor’s revenue is made up of cost oil and profit oil,
while the government’s revenue comprises royalties, profit oil, bonuses, taxes, customs duties,
and indirect benefits that arise from local content goods and services. The contract also
determines who manages the operations and how issues of environment, local economic
development and community rights are dealt with.
The project’s sustainability is measured through high return on investment for the investor.
Government measures it through revenue generated, economic growth, infrastructure
development and technology transfer while the community or citizens look at social
investment (e.g. schools), environmental protection and economic benefits (e.g. employment).
Mineral resources can contribute to sustainable development through recognition of the
fact that they are exhaustible, revenues or their prices are volatile and the resource industry is
vulnerable to corruption and mismanagement. In this case there is need to establish future
generation fund and/or stabilisation fund to address issues of national investment and
governance of budget plan.

Conclusion
Production Sharing Agreements are a modern means of entering into agreement between
state and investment companies in exploring, development and exploitation of oil and gas for
the benefit of the two parties while understanding that the resources belong to the people. It is
for this reason that all contracts should be transparent and accessible to the people.
The sharing agreement takes into account cost recovery and profit sharing while being
mindful of environmental sustainability and local benefits for the local communities.

Figure 1: Production Sharing Structure

The other state revenue will be in form of signature bonus, discovery bonus, production
bonus, import and export tax and wind fall tax. It is worthy noting that income tax is deducted
on profit income. This tax becomes effective when the private company starts production and
not during exploration and development.
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scoping study that was conducted in
readiness for production of Malawi’s first
Extractive Industry Transparency Initiative
(EITI) report has pointed out the need for
more transparency in the handling of the
concession fees for the newly constructed Nacala Railway
stretch, which is expected to become one of the largest
sources of revenue in the extractive sector.
The rail stretch was constructed by Brazil’s mining
giant, Vale, to haul coal from Moatize mine in Mozambique
cutting through Malawi to Mozambique’s Indian Ocean
Port of Nacala.
The Malawi Government already signed an agreement
with Vale for the Moatize Coal Railway link which
provides for annual fees of 4% gross turnover of the
concessionaire on product (coal) transportation over the
concessionaire’s rail section, and the payments are meant
to be collected by the Public Private Partnership
Commission (PPPC).
The proceeds will not go to Government’s Account
Number 1 as they are earmarked for government’s
contribution towards railway services, maintenance and
improvement of the old railway network for transportation
of general goods.
“However, at the end of the study, PPPC could not
provide a record of the contractual agreement between
Government and the concessionaire (infrastructure
manager) for the rail link for the transportation of coal. This
implies that PPPC is not in the position to collect the
anticipated revenues unless they have the copy of the
agreement and put in place mechanisms for such
payments,” reads the study report.
No payments to date on the concession have started
running but the report says even if they were running they
would be no payments collected until government provided

High voltage power lines

PPPC with the agreement with the concessionaire and
PPPC is given specific instructions to begin collections.
Once revenues accrue from the Nacala Railway, it will
require the PPPC to disclose the revenues received.

Malawi is currently a candidate country for the EITI
and the government needs to abide by the transparency
requirements of the global initiative in order for the
country to attain complaint status

Published by Mining Review Publications P.O. Box 206 Lilongwe, Tel: +265 (0) 111 744 071. Cell: +265 (0) 888 356 536, (0) 993 252 656
Email: marcsmediamw@gmail.com

