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RATIONALE FOR NEW MINING ACT
- State Of The Mining Sector - Pre 2007

Investment environment for mining not attractive to private
Investors

- Policy: and legislation not conducive to private sector' led
development

- Government parastatals dominatedi mineral exploration with
minimal results

- Geologic information dated

- Mining license; & registration system| opadue, disordanised and
often discretionary.

Result: Sector comatose

- Failure of the miningl policy evidenced: by: decay: and collapse of the
MONOPOIY: Corporations

- [nsignificant contribution; off mining te; nationall income: and
development

- Almost total absence of private sector investment in exploration
over the past: 30 years

- Nigerial totally’ missed the mining investment funds that poured
into Africal in the 1990s.




THE MINERALS AND MINING ACT 1999

Falled to address security: of tenure ISSues

Gave, broad! discretionary: POWers te;the
Minister onr matters relating to; mineral
titles

Gave Government a right ol pre-emption

oni all'minerals extracted

Pid noet allew’ the grant off Security: interest
On mineral titles

Environmentall provisions Were inadeduate
Result — Nor mineral investment
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WHAT WAS DESIRED

Reliable geologic infermation

Al internatienally attractive mineral policy,
/- administrative firdmework

The iInvelvement of private Sector
explorationists

Assurances; off stability: & protection of
IAvestment




WHAT HAS BEEN DONE

Comprehensive Mining Sector' Reform:
s Proyision off basic geological information

= Revision off the mining policy,

= Revision| off legal’and fiscall framework
= Strengthening mining institutions
u

New, focuis on environmental management

Fundamental Shift
s Govermment as regulater / administrator
s, NO longer owner'/ operator

= Private sector now driving force in mining Investment and
development

Follows global trends/in mining sector reforms: Latin
America (Chile, Argentina, Peru) and Africa (Ghana,
Guinea, Mali, Burkina Faso, Botswana, Namibia,
Tanzania)

AELEX




THE MINERALS & MINING ACT 2007




KEY PRINCIPLES

Security off mineral rights, / tenure

Reduction off administrative discretion
All'minerals covered under the same licence
Time friames for administrative decisions
Unfiettered! rights tos transfer and mortgage; title
NG excessive obstacles, to) private; investment:

- Simple eligibility: reguirements for mineral rights

INon-discretionary: and nomn-discriminatory: procedures; fior
drantsiand administration; off mineral titles

Provides procedures for settling disputes in the courts or
Py arbitration

Creates| a stable anadl competitive fiscal regime for
IAVestment




KEY PRINCIPLES II

Preperty. ini lawiitlly: Won minerals

dl specified duration together witha' right! of renewal fior
exploration licencesiand mining leases

convertibility: off exploration rights Into; mining rights

Clearly defined greunds for the SUSpENSIoN; OF' rFeEvecation
of licences

Mining Cadastre Office (MCO) granted sele responsibility:
fior the administration off minerall titles

An' array. off tax Incentives, oppertunity to; defer payment
of royalties, asiwelllasiguaranteed repatriation of funds




THE INSTITUTIONAL FRAMEWORK

The Ministry off Mines and Steel Develepment

Tihe Minister
Mines! Inspectorate; Department
Mines Environmental Compliance: Department:

ne Mining Cadastre Office
1e Nigerian Geological Survey: Agency.

ne State Mineral Resources and Environmental
anagement Committee




THE MINISTER

SUpervision: off administration off the Act:

Formulation;and ISsuance; oi policies

Ensure; the orderly:and sustainable
development of Mineral RESoUrCes

Promote researciiand ensure the
development o al geo-scientific datar bank




THE MINING CADASITRE

ihe seleragency: riegarding all matterss relating| to
the administration off Mineral litles

Key interfiace with: investors re: Mining| Titles—a
~one — stop: Window

Exclusive autherity and jurisdictionr ever: the
whole country.

Pewer to) Issue;, suspendi & revoke title

Cadastre required to bel independent & not
suboerdinated torany: GoVErnment or private
agency.




THE MINING CADASTRE SYSTEM

Tihe gloebal standard! in mineral title;management

[Argentina, Afghanistan, Bolivia, Botswana, Brazil, Burkina-Fasoe, Chile,
China, Celombia, Algeria, Cameroon, Ghana, Guinea, Indonesia,
Madagascar, Mozambigue, Namibia, Peru, Philippines, Mauritania,

Tanzania].

Provides; clear, faland transparent procedures oy
dranting rightsy [ irst come first served: | and
transfers.

Ensures exclusivity: of the licensed areas [ Security.
or: tenure-.

Encourages active exploration [“come;one, come
ad/l"| andrdiscourages hoardingifor specllation | “tse
it orlese it

“Revolutionary— Peter [Leon




MINERAL TITLES

Reconnaissance Permit

Explorations Licence

Small’— Scale Mining LLease
Miningl Lease

Quarry llease

Water Use Permit




THE EXPLORATION LICENCE

An' Expleration LLicence confiers on| the; titieholder

the right to explore on; ani exclusiver basis fox all
Mineral Reseurces

“EXplorer means; thie operations arnd Works: diified.
at: the discoVery, tie determination. of
Clharacteristics anad. ther evaluation. orthe

economic value of Mineral Resources within an
EXploration; LicencerAréa




TRANSITING TO MINING
LEASE

Right to Mine after commercial discovery.

s EL holder hasiexclusive; right te apply: fior and be
dranted mining lease in; reEspect: of any: palt: of
exploration aréa

Condition —
= compliance with all'ebligations;ofi the ELL

= demonstrate tiat a commercial guantity’ ofi mineral
resources exists in the area

s Must have In employment personi with adeguate
professional’ gualifications) to SUPervise Operations




MINING LEASE

A Mining LLease; coniers on the
helder the right: te; exclusively.

calry out mineralfexploitation
withinrthe Mining LLease; arearand
to dispese of minerals; resulting
[romI mining Operations




SUSPENSION OF TITLE

Uponi the written approval of: Minister, the Mining
Cadastre may. suspend a Mining Lease: for a period
of net mere than 60 days

Process:

= 30 daysi notice of: the intention ter suspend title
I- notice; to detail the grounds, for suspension

li- shiew! that within the 30 days the holder has
failed to remedy: the breach or remove; the
grounds! fior' suspension within the required

period




REVOCATION OF TITLE

Mineral title may: be revoked on the basis of
grounds| provided for'in therAct

Process:
- 30 daysinoetice of the intention: te revoke, title

I- notice; to detail the grounds for revocation

li- shew: that the, helder has failed to remedy.
the Dreachi or remove the grounds for
ievocation within the cure; period




LAND ACCESS AND OCCUPATION

Tihe entire property in and controll of mineral
iespurcesiin, tUpon or under any land in Nigerialis
vested in the Federal Govt for andton: behalli oif the
people o Nigeria.

AllNland within' the: territery. of al statelis vested in the
JOVERMOr of the, state ini trust for the use; and
common; benefitiof all-Nigerians

Use oi land for mining eperations isia priority.land
User and a matter off “overiaing public interest:

Tihe Gevernor canirevekear Right' of Occupancy: ior
OVertiding public Interest

Compensation tor be paid fior'damagde to landiand
property and distirbance of surface rights and if
title of occupier of land extinguished.
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THE FISCAL REGIME

Tlax relief period off 3i yearsi renewable for further 2 year
period

95% off Qualifying CAPEX deductible; as Capital
Allowance! firom| assessable profits

Annual capital cost indexation 6f 5% for mines; starting
production within: 5 yrs off commencement off the Act

Losses may: be carried fiorward indefinitely

Liberall exchamnge controll regime

- retention: of EX earnings! fior' procurement: off spare
DAlts

- firee transterability: of funds fior'lean| servicing &
iepatriation of capital

Tax deductibility’ of environmental costs.
Possibility: off deferment of royalty.
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IMPORTING EQUIPMENT

Equipment imported: specifically’ and exclusively:
for exploration and mining Operations: exempt
[rom customs and' Import duty.

Application te' be made: to MMSDfior' exemption

Customs and iImport duty: becomes payable; i
licence holder diSpeses off equipment




EXPORTING SAMPLES

Export: Permit requireadl irem MMSID:
[IMines Inspectorate]

Certificate; off analysis to be; forwarded to
MMSDrwithin 6 months afiter export of

sample




ENVIRONMENTAL
MANAGEMENT

Each Mineral Title has HS/E obligations imposed

Detailedl envirenmentaliebligations

EIAS are compulsory — precondition to mining 6ps

Envirenmentall Protection: & Refabilitation Programs

Environmental Protection Eund




PROJECT FINANCING

1999 Act

limited scope for title transfers

imitations en right to create; security. Interests
N mineral title

scope ofi Tihe nature and rights in mineral title
Unclear

2007 Act —

free; transterability’ of mineral rights

[ liransfer includess ar charge, sub-lease; pledge,
MOortgade, assignment: or ether security. interest|

property rights In the minerals once; extracted




RESULTS OF THE REFORMS
AND THE NEW LEGISLATION

Extensive geological data acauisition campaign
initiated

Ihe country’s geologicall database Nas
significantly improved

Positive response; firom both lecal and fereign
INVestors tor new: system:: Increasing NUmMDbEer of

exploration license applications - over 2000
Exploration Licencesissued: in: 2007

Several exploration’ projectsare Underway.




RISK ISSUES

Regulatory fsk:

s Mining law: Untested

= Mining law: unclear in parts
s Potentiall for policy: Changes
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