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Malawi has been applauded for taking a huge step towards
improving extractives sector governance and revenue
management following the country’s submission of its
first-ever Extractives Industry Transparency Initiative (EITI)
Report, which details collection, payment and reconciliation

of natural resources revenue.
EITI is a global coalition of governments, companies and civil society

working together to improve transparency and accountability in the management
of revenues from natural resources, and President Peter Mutharika made public
declaration of intent to join the initiative during his inaugural speech as a Head
of State of the Republic of Malawi in 2014.

Malawi was admitted as EITI candidate country in October 2015 following
the establishment of a Multi-Stakeholder Group (MSG), a committee
entrusted to manage the EITI process, comprising government officials, civil
society members and representatives from the extractives sector.

It is this committee that hired an ‘Independent Administrator’, Moore
Stephens International, a London-based global accountancy and consulting
network, to help prepare the report which has been submitted to the EITI
International Secretariat based in Oslo, Norway for assessment, as the country
intensifies its efforts to attain EITI ‘compliant’ status.

The 99-paged report covers activities that occurred during the period between
July 1, 2014 and June 30, 2015 in three sectors of Malawi’s extractives industry
namely; mining, oil and gas, and forestry.

By Chiku Jere

cont. on page 3 Pres. Mutharika: Spearheading transparency and accountability
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The report includes company payments

as well as government receipts covering information on tax,
royalties, rents, licences, contracts, and production, among
other key elements around resource extraction.

The aim of this EITI report is to strengthen the
understanding of the level of contributions of the extractive
sector to the economic and social development of Malawi in
order to improve transparency and good governance in all
components of the extractive industry value chain.

EITI principles are based on the belief that prudent use
of natural resources contributes to economic growth,
sustainable development and reduction of poverty in
resource-rich countries.

The development, according to Natural Resource
JusticeNetwork (NRJN), an umbrella grouping of the country’s
civil society organisations advocating for natural resources
good governance, is a very positive step for the country.

NRJN Board Chair Kossam Munthali, who also sits on
the MSG, said EITI is grounded on the principles of
‘Transparency andAccountability’which are tenets of good
governance, hence adherence to EITI principles will help rid
the secrecy the extractive sector has been synonymous with.

“With EITI, the secrecy which breeds corruption and
mismanagement in the Extractives Industries will have
little space,” he said.

Munthali also said the EITI report will provide
recommendations for Policy Reforms.

He explained that as a country moving forward, Malawi
is on the right track because through such reports,
communities will have access to information that will
empower them to question how revenues from the minerals
extracted in their respective areas are being utilised.

Munthali noted that another facet of the report ‘disclosure
of contractual agreements’ will help tame community
expectations on mining activities in their vicinity.

“This will enable communities, who are Rights Holders,
to be able to make informed choices and hold their duty
bearers to account for decisions being made,” he said.

Munthali expects that with hard core advocacy and
backed by the newly enacted Access to Information (ATI)
law, the information in the report will be demand driven.

“Submission of the report is not the end but just a
means of pulling us together to start advocating for the
implementation of the recommendations based on the
findings of the report,” he said.

Munthali, nonetheless, said NRJN’s major caution is that
for EITI to work and benefit Malawians, there is dire need
for political transformation and to expedite the amendment
of the Mines and Minerals Act (MMA) 1981 with
aspirations of Malawians factored in.

“The amendment of the MMA remains key because we
need a supportive legal framework in place if EITI is to
work and benefit Malawians,” Munthali stressed.

The EITI report highlights discrepancies and shortfalls
in the current governance system for the extractives sector
and has identified oversights on revenue management.
But more importantly, it provides recommendations on
measures that should be implemented in order to improve
the situation.

For instance, the report doubts reliability of the data
reports from the companies and recommends an assessment
to ascertain credibility of the payments and revenues through
independent auditing that applies international standards.

It urges authority to ensure that instructions for next
year’s EITI reporting emphasizes on the importance of
reporting entities complying with international auditing

standards process as failure to do so will be viewed as lack
of transparency.

The report also calls for mandatory EITI reporting
obligations through enactment of EITI reporting regulations.

Inaccuracies with regards to disclosure of minerals’
production data for the fiscal year covered, including total
production volumes and the value of production by
commodity, were also noted.

The report recommends that in order to maintain
accurate and comprehensive records of production, the
Department of Mines (DoM) must produce reliable data for
the EITI process.

The document explains that this is important because it
will help in assessing and monitoring companies’ liabilities
in terms of royalties on production, their revenue payments,
as well as the development of the extractive activities in the
country as a whole.

The report also advises that the DoM develops procedures
to ensure the completeness of the minerals’ production data
reported by companies and implements a computerised
system to monitor, and update the data on a monthly basis.

“This would improve the department’s ability to reconcile
royalties and other non-tax payments with production data

and investigate any discrepancies,” says the paper.
Weaknesses in revenue administration including

non-collection of payments particularly non-tax payments
such as royalties and ground rents are also highlighted in
the report, which suggests the need for the DoM to make
systematic follow-ups of all amounts due from companies to
ensure that all fees are collected on a timely basis.

The overall cut-across advice from the report is that the
DoM should improve its tax administration and collection
capacity to effectively discharge its duties and maximise tax
collection.

According to the report , total revenue from the
extractive industries within the reported period was MWK
5,935 million (USD 13.6 million) with 49% from forestry,
40% from solid minerals, and 11% from oil and gas,
translating to 0.9% of GDP, 1.1% of government revenues,
and 0.6% of exports.

Joining EITI was part of fulfilment of Malawi
Government reform agenda. In 2013, Malawi ratified the
Open Government Partnership (OGP), a 70 member-country
high-level Open Government Declaration to promote
transparency, empower citizens, fight corruption, and
harness new technologies to strengthen governance

Cartoon

...from front page

5 top company extractive sectors revenue contributors in the report Munthali:We are on a right track

BByy  JJaammeess  KKaazzeemmbbee
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M
alawi’s first Extractive Industries Transparency Initiative report was submitted to the
Multi-Stakeholder Group in April by the Independent Administrator Moore Stephens.
Last month, I shared the top 10 insights I gleaned from the report and this month
I highlight 10 sets of questions that I have after reading the report. I hope to follow
up many of these. It’s also up to the relevant stakeholders and MWEITI Secretariat

to ensure correct information is in the public domain. Private sector, civil society and government
representatives all had the opportunity to comment on the first report before it was finalised.

Next month, I will look at 10 recommendations for managing Malawi’s natural resources that emerge
from the report and some will touch on these questions. A shout out to Moore Stephen’s Ben Toorabally
and Rached Maalej for their input.

1. Why did eight companies not comply? (Mining sector: Shayona Cement, Kaziwiziwi Coal Mine,
Intra Energy Trading, Malcoal Mining, and Premier Construction Equipment, Petroleum sector:
Hamra Oil, Pacific Oil and SacOil Holdings)

2. What were the reasons for large discrepancies between the company payments and government 
revenue?

3. Why did the Auditor General not certify the data templates submitted by government entities? 
4. Did companies pay all amounts due? (For instance, did Mota-Engil pay royalties on all rock 

aggregate sold? Did Nyala pay all of the royalties due in accordance with its contract?)
5. What did Government entities do in order to ensure collection of amounts owed? Have tax 

verifications been conducted so far? How did government entities ensure independence of the 
officials responsible of verifying companies? Do Government entities have enough resources 
to ensure proper collection and verification of revenues?

6. How large will revenues from the extractive industries need to be before they are traced 
separately in the government budgeting process? Will a specific percentage of extractive 
non-tax revenues (royalties, ground rent) be systematically allocated for regional development?

7. Why are tailored contracts signed with private companies that do not appear to be in line with 
existing legislation?

8. There are few large-scale Malawian-owned extractive projects. If financial and technical 
capacity is the reason for this, is government considering requiring foreign investors in the 
extractive sector to establish consortiums or enter joint ventures with Malawians?

9. Were all previous contracts awarded to companies operating in mining, petroleum and forestry
sectors concluded without going through bidding process? If yes, does the government envisage
changing this and promoting fair and transparent awarding procedures of all contracts without 
exception?

10. Why did most of the reporting companies fail to report their social payments? Did local 
communities benefit from any social payments?

Take a look at Malawi’s first EITI report here: https://eiti.org/document/malawi-eiti-report-20142015

It is an undeniable fact that Malawi has made
tremendous progress in its strides to join the
Extractives Industry Transparency Initiative
(EITI).

Such progress is vivid in the fact that the
country has presented the first ever EITI
report to the secretariat of the global network

in the Norwegian capital, Oslo, which is a great achievement on the
EITI process.

We, at Mining & Trade Review, join the State President
Professor Arthur Peter Mutharika, who made the commitment for
Malawi to join the grouping in his maiden state of the nation
address in 2014, the government, stakeholders in the extractives
sector and all Malawians in celebrating the achievement.

We find this as a worthwhile achievement since there has been
a lot of talk, especially from civil society groups, that Malawians
are not adequately benefiting from the country’s mineral resources
because deals in the sector are always shrouded by a veil of secrecy.

As the Chairman for Natural Resources Justice Network
(NRJN), Kossam Muthali, is quoted in our lead article, with EITI,
the secrecy which breeds corruption and mismanagement in the
Extractives Industries will have little space.

He also says the EITI reports will provide communities with
information that will empower them to question how revenues from
the minerals extracted in their respective areas are being utilised.

However, the NRJN Chair recommends that Malawi’s joining
of the EITI must be accompanied by enactment of supporting
legislation.

We agree with Munthali’s recommendations and want to urge
the government to expedite the process to enact the new Mines and
Minerals Bill.

It is surprising that despite assurance by Minister of Natural
Resources, Energy and Mining, Bright Msaka, there is still no sign
that the bill will be brought for debate in parliament soon.

The government must, therefore, know that by delaying the
enactment of the new Mines and Minerals Law, it is being unjust
to Malawians who contributed in the consultation process for the
formulation of the new law.

Certainly, a sane person would ask why the government finds
it appropriate to continue using an archaic piece of legislation to
manage the mineral resources sector. 

Is it that there are some interested politicians in the ruling
clique who are benefitting from the current status quo by
exploiting loopholes that are known to exist in the old law?

Such questions will keep on lingering in the minds of members
of the public as long as the government keeps on delaying the
process to adopt the new law.

These questions are capable of scotching the image of the
government which has won applause for enacting the Access to
Information Bill which is another crucial piece of legislation for
the country to succeed in the EITI process

EEIITTII  ssuucccceessss  mmuusstt  bbee  bbaacckkeedd  bbyy
ssuuppppoorrttiivvee  lleeggaall  ffrraammeewwoorrkk

BY MARCEL CHIMWALA, 
PUBLISHING EDITOR

10 questions I have after reading Malawi’s First EITI Report

Ben Toorabally (L) and  Rached Maalej (C) of  Moore Stephens, the ‘Independent Administrator’, conversing
with Rakgas Country Manager Chimwemwe Chikusa (R)
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President Peter Mutharika says government
will continue advancing various reforms to
facilitate the growth of the mining industry
which has been earmarked as a potential
vehicle to deliver economic fortunes to

the nation.
In his State of the Nation Address (SONA)

delivered at the opening of the current session of
parliament, the President said government, will
among other reforms, establish a modern geo-data
management platform, which he said, once operational,
‘‘will provide investors with a trouble-free access to
geo-scientific information essential for making
well-informed mining investment decisions.’’

“Players in the sector will also enjoy services of
a modern computer-based mining cadastral system,
which once set up, will provide a more transparent,
effective and efficient platform for the processing and
management of mineral rights,’’ said Mutharika.

He told the house that so far the government has
completed the review of the Mines and Minerals Act of
1981 to align it with the newly drafted 2015 National
Mines and Minerals Policy.

Mutharika explained that these legal reforms will
assist the government in offering more competitive
mining incentives, equitable shares of profit, sound
infrastructure development and local community
investments in so doing boosting the economy of
the country.

On energy sector development, Mutharika said his
government is implementing programmes and projects
aimed at improving energy generation, transmission
and distribution.

“We have set out to expand, diversify and liberalise

energy production to say farewell to blackouts in our
homes and industry. I dare say – we have done in two
years what this country could not do in the last fifty
years,” he said. 

Mutharika cited the creation of the Electricity
Generation Company (EGENCO), which has now
taken over the electricity generation function from
Electricity Supply Corporation of Malawi (ESCOM) as
one of the reforms his government has undertaken to
improve efficiency in the area of power generation.

He said other initiatives the government is
executing in the power sector include commencement
of the Malawi Rural Electrification Program (MAREP)
Phase 8, which will connect a total of 336 rural trading
centres throughout Malawi to the National electricity grid,
completion of a Feasibility Study and Environmental and
Social Impact Assessment for the Mozambique-Malawi
Power Interconnector, completion of feasibility studies
for the 300 MW Kamwamba Coal-fired Power Plant
and geotechnical investigations and Environmental and
Social Impact Assessments on three potential hydropower
sites at Fufu, Mpatamanga and Kholombidzo which
will add about 700 Megawatts to the electricity
generation capacity. 

Meanwhile, Finance Minister Goodall Gondwe has
presented the 2017/18 national budget in which he said
Malawi and other emerging economies are expected to
benefit from strong economic growth in China, India
and many other commodity importers.

Malawi’s mineral sector has been strongly hit by
low commodity prices which have, among other things,
led to closure of several mines including Kayelekera
Uranium Mine in Karonga, which is so far the
country’s largest mining investment

By Jameson Salima

Despite its earlier announcement of its intention to sell off its
Malawian assets, ASX-listed Intra Energy Corporation (IEC) says
it is still forging ahead with plans to develop the 120MW Pamodzi
Coal-fired power generation project at Chipoka in Salima.

The Aussie firm last year announced its intention to sell
Malawian subsidiaries which include Malcoal Mining Limited,
Pamodzi Power Limited, and Intra Energy Trading Limited “with a
view to the long term supply of coal to the 120MW Pamodzi Power
Station from its Tancoal Mine in Tanzania.” 

The company said it came up with the decision to sell the assets
due to poor sales from the Malcoal Mine as a result of an increase
in coal imports from neighbouring Mozambique and the adoption
of new trade policies in Tanzania that have restricted companies
operating in that country from importing coal from Malawi and
other neighbouring countries.

However, Intra Energy says in its quarterly report ending March
2017 that despite continuing with arrangements to sell the Malawi
assets, the company is forging ahead with the Pamodzi Power
Project and has so far signed a term sheet relating to the Power
Purchase Agreement (PPA) with Electricity Supply Corporation
of Malawi (ESCOM) following lengthy negotiations with the
government of Malawi.

“This term sheet will form part of the sale of the Malawian
entities, and in return Tancoal from Tanzania will gain an option to
supply coal to the power station in Malawi, which will be located
across Lake Malawi,” says CEO for Intra Energy Tam Brereton in
the report.

He says the sale of the Malawi Operations is pending tax clearance
which has been further delayed but no production was undertaken
at Malcoal Mine in the quarter and operations have stopped.

Project Pamodzi was identified by the recent review of Unsolicited
Independent Power Producers (UIPPs) done by independent
consultants Mott MacDonald as one of the only two coal-fired
power station projects on the list of UIPPs to be considered for
inclusion in Malawi’s Integrated Resource Plan (IRP) study.

The Malawi Government and Intra Energy Corporation (IEC)
already signed a memorandum of understanding to construct the
120MW coal fired power station at Chipoka in Salima to sell power
to the Electricity Supply Corporation of Malawi (ESCOM).

Intra Energy is a dominant coal supplier to industrial energy
users in the Eastern Africa region and has been developing the
Pamodzi Coal-fired power project in Malawi alongside Ngaka Coal
fired power project in Tanzania

Aussie firm forges ahead with
120MW Pamodzi power project

By Deborah Manda

Mutharika
spells out 
reforms to
uplift mining
sector
...Investors will enjoy services of efficient
cadastral system

Coal-fired power station: Will Malawi have such a facility soon? 

Gondwe: Mw economy to benefit from commodity importers
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By Jameson Salima

The Chamber of Mines and Energy has
hailed Shayona Cement Corporation
for  i ts  cont inued investment  in
expansion works at its Kasungu factory
despite being exposed to market

challenges posed by untamed influx of cement
imports.

“This shows patriotism and commitment on the
part of an investor worth emulating. Shayona is
standing out amidst all these challenges, particularly
that of unfair dealings on the market. This should
be the spirit,” said President for the Chamber Dean
Lungu in expressing his admiration for Shayona’s
new state of the art cement plant.

Lungu led a delegation from the Chamber on a
fact-finding tour of mines across the country which
took them to Shayona’s mine and factory located
in rural eastern side of the district in the area of
Traditional Authority Wimbe, Group Village
Headman Mwimila.

He said as Shayona is doing, it should start with
indigenous investors to proudly take a leading role
in investing in the country and set required high
standards for foreign investors to follow.

“Difficult situations should not diminish our
resolute. Instead, it should embolden our drive
towards lobbying and achieving solutions that
could turn the mining sector into a vibrant bedrock
of our economy to drive the prosperity of the nation
and its people,” he said.

The team was impressed with Shayona factory
compound, from safety measures, well-kept and
environmental friendly premises grounds to
workers’ accommodation set up.

“The standard of investment, factory set up and
development that Shayona has set should be a
mark-up challenge for all of us local investors to
meet and surpass. What we have seen here is
awesome. And it should encourage, at the same
time challenge us with regards to our aspiration to
succeed as investors,” he said.

Shayona Operations Manager Prajeesh
Padmanabhan and factory’s Human Resource &
Administration Manager Austin Mvula, both
expressed gratitude to the Chamber for the visit
saying it afforded the company the opportunity to
present challenges they are facing - the major one
being current government’s policy that allows
influx of cement imports on the local market.

“Importation of cement from surrounding
countries when local manufacturers can satisfactorily
supply the market is killing our business and the
sooner authorities address this, the better or else we
will wake up one day to discover that the country
has lost its cement industry, which will be

shameful,” Padmanabhan said.
He also said apart from committing to the

development of the company through continued
capitalisation, Shayona is also fulfilling its
corporate social responsibilities by investing in
education and health of the nation.

“We are doing this because of the passion we
have to see this country and its people develop,
but we also need help from authorities,” said
Padmanabhan.

On his part, Mvula said in addition to curbing
the importation of cement from surrounding
countries, the government needs to support
Shayona’s investment by upgrading the 28km
Mwimila Turn-off to Shayona factory Road.

Shayona opened its operations in 1997 and the
Cement Corporation founder, Jitendra Patel, who
also serves as company’s Managing Director said
in an earlier interview that it has been a 20year-
journey with millions of experiences.

In his reflection, Patel said it was not easy to
get into the Malawian market that had already
established brands for a product like cement. 

“I cannot forget, and shall never forget the bad
old days when we failed to convince our customers
to offload even 10 bags from a 600 bag truck
capacity. However, as days passed by, with support
from our customers and many Malawians at large,
things started picking up till today,” said Patel.

The Mulanje-born, Indian-trained mechanical
engineer said it is this experience that has brought
confidence to the company to continue investing
big in Malawi.

Currently, Shayona is implementing phase II of
its expansion project at the factory site which has
seen the company installing a German-made state
of art MK30billion ($65 million) Rotary Cement
Manufacturing Plant. 

The plant  includes a crusher,  a  stacker
re-claimer, pre-heater column, raw and coal mill
among other necessities, that would be centrally
controlled in a room fitted with an automated
gadget.

The works at the factory are expected to be
completed by the end of this year and once that is
done, the company plans to invest further by
installing cement mills in Blantyre and Mzuzu to
ensure uninterrupted supply of cement to the
Southern and Northern Regions of this country.

Shayona, which currently has a 1200
workforce, started producing cement with less than
100 workers and a rated production of 100tonnes
per day from 250 kilns, but the production has now,
grown to 650 tonnes per day and it is expected to
jump to 1500 tonnes per day, translating to 30,000
50kg pockets of cement a day, once phase II is
operational

By Chiku Jere

Chamber hails Shayona for
‘awesome’ plant investment
...these are the standards to match or surpass - Lungu

Shayona’s new Cement Mill , Upper right: Lungu at the  mine, Lower right: On going development at the factory
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Studies have confirmed the Malingunde graphite
deposit in Eastern Lilongwe rural as the world’s
largest reported saprolite-hosted flake graphite
resource, says ASX listed Sovereign Metals,

which holds the mineral tenement for the deposit.
“The recently reported maiden JORC Mineral Resource

Estimate for the Malingunde Project confirms its global
significance and provides the basis for a potentially low

capital cost and very low
operating cost natural flake
graphite operation,” says
Sovereign Metals Managing
Director Julian Stephens in
the company’s  quarter ly
report ending March 2017.

Stephens explains that
t o t a l  s ap ro l i t e  Mine ra l
Resource Estimate (MRE) for
Malingunde is at 28.8Mt
at 7.1% TGC and includes
h i g h  g r a d e  s a p r o l i t e
component  of  8 .9Mt  a t
9.9% TCG. 

He says the high-grade
component  is  to  provide
the focus for the Scoping

Study which is well advanced and due for mid-late May
completion.

Stephens says the studies have unveiled beneficial
features that show that Malingunde has the potential to
be a world class asset which will have low capital
requirements, low operating costs and high revenues per
ton of concentrates. 

“Very soft saprolite is within 30m of the surface and
will be free-digging with very low strip ratio, which should
equate to much lower life-of mine mining cost. The soft

saprolite material does
not require primary
crushing or grinding
which will result in
substantially reduced
p r o c e s s i n g  c o s t s
compared to hard rock
deposits,” he says.

Stephens also says
the  s t u d i e s  h a v e
indicated metallurgy
imp r o v em e n t s  a s
continued flotation test
work on Malingunde
saprolite has achieved
exceptional flake size

distribution and very high purity concentrates. 
Saprolite-hosted graphite deposits are sought after as

they generally have lower capex requirement and low
operating costs compared to hard rock graphite mines.

Results from expandability tes t -work  conducted
o n  Malingunde f lake graphi te  concentrates by a
renowned German industrial minerals laboratory show
world class expandability characteristics across a number
of different graphite concentrate size    fractions.

The concentrates are free of quartz grains and hence
represent a good base material for the preparation of
expandable graphite and production of graphite foils.

The report also adds that proximity of the deposit to
Malawi’s capital means access to infrastructure, rail, water,
power and labour is also a benefit to sovereign Metals. 

Stephens says the excellent results enhance Sovereign’s
ability to target entry into the existing, traditional markets
for its flake graphite products as the base case to underpin
Malingunde development.

Expanded flake graphite has a wide variety of uses in
fuel cell, seals and gaskets, fire retardants, flow batteries,
thermal management for consumer electronics and many
more other products.

Sovereign Metals Limited explored Malingunde area
in 2015 and 2016, resulting in the discovery and definition
of the world’s largest reported saprolite-hosted graphite
resource

By Deborah Manda
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Studies confirm Malingunde as large high-grade graphite resource

Map showing location of the Malingunde graphite deposit

Samples for Malingunde Graphite                                              


