Activities in Laos
Mining activities are still limited, even the geographical maps with minerals are limited detailed. 
Most mining activities focus on gold or copper. Australian companies play an important role in the mining industry of Laos. The World Bank estimates that two Australian mining projects -- Oxiana's Sepon operations in southern Laos and Pan Australian's Phu Bia project in the country's north -- will contribute about 8 per cent of the country's GDP in 2007. 

Laos is currently encouraging both local and foreign investors in mineral exploration and exploitation. Some five mining projects will become operational in the next five years (2005-2010), said Lien Thikeo, vice president of the country's Planning and Investment Committee. The number of local and foreign companies licensed by the Lao government to invest in geological prospecting and mineral exploitation has so far reached 66 (August, 2005). Several of them export what they pull out of the ground. 

Laos also warns that investors must strictly observe the country’s environmental laws. Production has grown rapidly to meet the strong demand from overseas. The country produced 10.11 million grammes of gold in 2005, up from 6.85 million grammes in 2004. It is forecast that the mining industry will contribute up to 10% of the country’s gross domestic product in 2006. Laos plans to promote foreign and domestic investments in mining with the aim to increase revenues from that sector to 25% of the national gross domestic products(GDP) by the year 2025. A survey performed by Chinese companies during the past two years has shown that Laos is rich in a variety of minerals such as gold, copper, tin, iron, limestone, etc... The survey, covering about 30% of the total land area, has located potential mineral reserves in over 560 areas.

The central province of Khammouane is said to be the most abundant in mineral. A provincial official says his administration has given a green light to feasibility studies by both foreign and domestic investors.
Ministry of Energy and Mines director-general Thongpath Inthavong told Australian reporters last week that mining laws were being reviewed, and that the changes should be in place by the end of 2007.

"The Government must supply support to the investors," he said. "Transparency is very important."

Mining is a priority sector in Laos' economic development and the Government aims to provide clarity on a number of issues such as company tax, royalties and environmental management.

The energy and mines ministry was set up in June this year specifically to deal with these tasks and streamline management, as well as consider geological education within Laos and possible Government joint ventures, Mr Inthavong said.

"This department will only do this job," he said.

Houmpheng Souralay, director-general for the Committee For Planning and Investment, said his department would also play a role in improving regulation.

"So far there is a need to do some improvement," he said.

"Authorities are working on that and my department will play an active role."

Mr Souralay said Laos had had positive experiences working with Australian miners, which are technically capable and follow standards of practice.

He said that in approving the foreign investment regime in Laos, priority will be given to companies that work with local communities.

There are already laws requiring 90 per cent of staff at the projects be local.

"We try to negotiate in terms of getting some of the local community development funds," Mr Souralay said.

But he conceded that it was a difficult issue to negotiate.

"Sometimes we would wish to have more contribution," he said.

www.business-humanrights.org/

Oxiana Ltd.

Oxiana is an Australian resource company that was listed in the ASX top 100 in July 2004.  Its principal asset is the Sepon gold and copper mine in Savannakhet, southern Laos.  Oxiana poured its first gold in March 2003 and started copper production in March 2005.  Total reserves are estimated at $6 billion.  The company is already the largest Foreign Direct Investment project in Laos, and with around 2,000 permanent employees, is the single largest employer outside of government.

Oxiana prepares to double copper production in 2006. It is preparing to drill areas that have already been identified, shoring up reserves and reaping the benefits of its investments in the developing South-East Asian nation.

Sepon's exploration manager told reporters in Laos this week that Oxiana plans to lift its exploration and resource drilling budget in line with revenue, as it identifies new mineralisation zones in its 1250 kilometre tenement in the country.

Last year, exploration and resource drilling at Sepon had a budget of $18.354 million, but in 2007 that figure will rise to $22.854 million.

Mid-tier Australian miner Oxiana is Laos' largest private employer and its Sepon project there will account for about half the value of Laos' exports in 2006.
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Protests against the coppermine in 2003/2004 
A controversial decision to fund a copper mining project in Laos may harm local people, leading environmental groups say. 

The European Investment Bank (EIB), the largest financing institution of the European Union (EU) had been considering funding for the copper project since last year. The European Investment Bank (EIB) board decided to approve a 76.2 million U.S. dollar loan for developing a copper mine in Laos in January, 2004 after delay of one month to (re-)consider. Several international institutions have stepped in to finance mining and other development projects in Laos. The EIB finances agreements under European aid programmes. 

Located in Savannakhet province near the Vietnam border, the proposed copper mine named Sepon will be 80 percent owned by Australian mining giant Oxiana. The mine is due to come up near the Sepon gold mine owned by same company. It has been extracting gold here since 2002. Mining for copper is due to begin in 2005. The area is believed to have some of the world's best untapped copper reserves. 

But an assessment by Oxiana pasted on its website admits that "the mining project may have environmentally and socially adverse impacts." It acknowledges that waste from its gold mining project at this site has threatened endangered species in a nearby river, that local forests have been destroyed, and indigenous people have been relocated without proper land compensation. 

But Oxiana is going ahead with a 30-million dollar expansion of the goldmine, lifting output from 160,000 ounces a year to 230,000 ounces a year from next January. The environment groups are concerned that the proposed copper mine will threaten the ecosystem of nearby rivers, which are key tributaries to the Mekong river. They say construction of the mine could lead to cyanide spills, illegal logging and increased stress on the biodiversity of the region. 

Three environmental NGOs — Aidwatch that monitors Australian aid, Friends of the Earth International (FoEI), and CEE Bankwatch Network which monitors international aid in Central and Eastern Europe — joined forces to campaign against the project, but the EIB approved the loan. 

The EIB was due to take a decision on this project last December. But it was put off following pressure from non-governmental organisations (NGOs) concerned about the effect the project would have on the local environment and community. 

The NGOs are determined to pursue their campaign against the mine, Stoczkiewicz says. "We will be following up in this case, not only on the human rights aspects but in particular on the European Commission's pre-loan request to the EIB to conduct an environmental impact assessment specifically for the copper mine." 

The NGOs point to recent findings in the extractive industry review of the World Bank that such mining projects do not alleviate poverty in countries with weak governance. The review says costs to the country and its citizens often outweigh the benefits of such a project because of corruption and frequent intimidation of local communities. 

Following a two-year long evaluation of the development impact of the World Bank group's support for oil, mining and gas projects, the review recommended enhanced human rights protection, prior informed consent for people affected by a project, and an end to support for destructive mining technologies. 

Positive news according to the company
The Sepon Project has already seen significant benefits for the Lao economy and

these will continue to grow. Macroeconomic benefits are generated in the form of

increases in export earnings, foreign direct investment and GDP growth. Further

direct benefits, amounting to hundreds of millions of dollars over the life of the

project, are derived from taxes and royalties, whist benefits including employment,

infrastructure and community development have extremely positive flow-on

effects.

Other notes:

Oxiana has been active in developing its ties with local communities, funding road improvements, schools, sports facilities, local skill workshops and farming initiatives.

Pan Australian Resources

Pan Australian poured the first gold at its gold and copper mine in Xaisomboun Special Region on 1 November 2005. Copper production is slated for mid-2007. Pan Australian has a 2,637 square kilometre mining lease and plans to invest as much as $230 million.

Pan Australian first entered Laos in 2001, and in November last year poured its first gold at its Phu Bia goldmine. 

Rox Resources is running a joint venture with a local company aimed at lead and zinc.

Laos: Indian and Japanese pulp giants move in 
For over a decade a network of interests has been pushing industrial tree plantations in Laos. The key organisation is the Asian Development Bank. In 1993, the Lao government approved a Tropical Forest Action Plan (TFAP), carried out with funding from the ADB and the World Bank, among others. The TFAP recommended logging the forests and establishing industrial tree plantations on degraded forest land.
Shortly afterwards, the ADB started its Industrial Tree Plantation Project which ran until 2003. The ADB rated this project as "unsuccessful". A Bank evaluation of the project stated that "people were driven further into poverty" as a result of the project (see WRM Bulletin 103). Unperturbed, the ADB started a new Forest Plantations Development project in January 2006. With this new project, the process of replacing villagers' commons, fields and forest land with monocultures is accelerating. The ADB's six-year project aims "to promote a sufficiently large area of industrial plantations to attract a pulpmill and/or one or more MDF [medium density fibreboard] plants to Lao PDR in the not too distant future."
In February 2005, a couple of months after an ADB-supported Private Sector Consultation Workshop in Vientiane, Oji Paper bought up BGA Lao Plantation Forestry's 154,000 hectare concession in Laos, one-third of which it plans to plant with industrial tree plantations. Oji Paper is one of Japan's largest pulp and paper companies and is the sixth largest paper and board producer in the world by volume. The company has a total of 140,000 hectares of overseas plantations operations in China, Vietnam, Australia, New Zealand and Brazil.
In March 2006, the Indian Aditya Birla Group announced that it will invest US$350 million in industrial tree plantations and a 200,000 tons-a-year dissolving pulp mill in Laos. The Lao government has leased 50,000 hectares to the Group for 75 years. Three companies, all owned by the Aditya Birla Group, will invest in the project: Grasim Industries (India) which will own 51 per cent; Thai Rayon (Thailand); and PT Indo Bharat Rayon (Indonesia).
The pulp mill is planned to be built seven years after the first eucalyptus trees are planted. The pulp will be exported to Aditya Birla's rayon fibre manufacturing operations in Thailand, India, and Indonesia.
The Aditya Birla Group has annual sales of US$7.6 billion. The Group describes itself as "India's first truly multinational corporation". The Group has seven pulp and fibre plants, in India, Thailand, Indonesia and Canada, with a total capacity of 775,000 tons a year. It is the world's largest producer of viscose stable fibre. The Group's chairman, Kumar Birla, is one of the richest people in the world, with a net worth of US$4.4 billion, according to Forbes magazine.
In recent months I have received several eyewitness reports about the impacts of industrial tree plantations in Laos. The following are edited extracts from these reports which, I'm afraid, will have to remain anonymous.
"It is now patently obvious driving along Route 13", writes one observer, "that what was healthy lowland forest just five to ten years ago is now being converted into eucalyptus plantations, including former flooded forest in the Nam Hinboun and Nam Pakan floodplains."
Oji Paper is clearing large areas of forest in areas close to the ADB-funded Theun Hinboun dam, between Route 13 and the Hinboun River. "It is a real disaster there," an anonymous critic tells me. "Many people, who have already suffered from catching less fish in the Hinboun River from the dam problem, are now getting the double problem with plantations. The company is getting all kind of forest now. The [Lao government's] Land and Forest Allocation process has completely failed in this aspect, because the process cannot keep or give forest to people, but is helping companies to clear forest and help them to grab all the land from the people. People simply have no space to breathe right now. ADB is really shameless to claim that they are helping the poor and the forest."
The ADB and the Lao government claim that the plantations are only being planted on degraded forest. But, "degraded forest is often another word for healthy, recovering forest with wide utility value to villagers and biodiverse in flora and fauna," as another writer points out.
The problem that the ADB seems unable or unwilling to grasp is that villagers are dependent for their livelihoods on their forest and common land. One observer describes how villagers collect "resin, firewood, mushrooms, insects and frogs in the wet season and grasses for roofs," from "fairly heavily disturbed dry dipterocarp forests". Villagers also use the land to graze cattle.
"People conclude that the plantations are not for their benefit, but are for the benefit of business," writes another critic. "Villagers have lost their land. Eucalyptus plantations are supposed to be reforestation and are supposed to be planted in degraded forests. But villagers say that eucalyptus plantations are very different to forest."
By Chris Lang, e-mail: chrislang@t-online.de, www.chrislang.blogspot.com
http://www.wrm.org.uy/bulletin/104/Plantations.html#Laos

Lao

A research on small-scale gold mining in Luang Prabang has been done by:

Earth Systems Lao

4/06 Phone Kheng Rd.

P.O. Box 2582,Vientiane, Lao PDR.

Tel: (856-21) 413 723

Fax: (856-21)416 563

E-mail: souphanh@laotel.com
For the report see: 

http://www.unido.org/file-storage/download/?file_id=44394
Maybe this is an interesting contact for research on our issues?

The real story in the economic relationship is in investment – particularly in the mining sector.  On the back of two medium-sized gold/copper mining projects alone, Australia is now one of the largest sources of foreign direct investment in Laos.  The Australian mining industry is increasingly regarding Laos as a potentially significant niche market for exploration and project development.

Examples of recent trade successes in Laos

Oxiana Ltd.

Oxiana is an Australian resource company that was listed in the ASX top 100 in July 2004.  Its principal asset is the Sepon gold and copper mine in Savannakhet, southern Laos.  Oxiana poured its first gold in March 2003 and started copper production in March 2005.  Total reserves are estimated at $6 billion.  The company is already the largest Foreign Direct Investment project in Laos, and with around 2,000 permanent employees, is the single largest employer outside of government.

Pan Australian Resources

Pan Australian poured the first gold at its gold and copper mine in Xaisomboun Special Region on 1 November 2005. Copper production is slated for mid-2007. Pan Australian has a 2,637 square kilometre mining lease and plans to invest as much as $230 million.

http://www.dfat.gov.au/geo/laos/laos_brief.html
November 30, 2004

AUSTRALIAN STOCK EXCHANGE AND MEDIA RELEASE

OXIANA SIGNS LAOS MINING AGREEMENT UPDATE AT CEREMONY WITH

PRIME MINISTER JOHN HOWARD

Oxiana Limited today signed an addendum to its mining agreement with the

Government of Laos at a ceremony witnessed by Australia’s Prime Minister, The

Honorable John Howard, in Vientiane, Lao PDR.

The Prime Minister is in Vientiane for the 2004 ASEAN Heads of State Summit,

which is being hosted by Lao PDR. Oxiana’s Managing Director Owen Hegarty

said that “hosting the ASEAN Summit has been an invaluable opportunity for Laos

to showcase its increasing attractiveness as an investment host.”

Oxiana owns and operates Laos’ largest foreign investment, the US$350M Sepon

Gold and Copper project in Savannakhet Province south eastern Laos. The

changes to the original 1993 Agreement, were outlined it Oxiana’s third quarter

report and include the Government of Laos confirming its intention to exercise its

option to purchase 10% of the Sepon Project. The Government will fund the 10%

through future dividend payments.

Mr. Hegarty was very complimentary of the Lao Government’s support,

cooperation and encouragement for Oxiana and the Sepon Project.

Also included in the changes is the right for Oxiana to negotiate for further

prospective gold and copper tenements in Laos.

Mr. Hegarty also said that the presence of Australia’s Prime Minister at the signing

ceremony, “signified the importance of Australia and Australian companies to the

growing Lao mining industry, an industry which can be a key to economic growth

and to achieving national poverty alleviation goals”.

The Sepon Project has already seen significant benefits for the Lao economy and

these will continue to grow. Macroeconomic benefits are generated in the form of

increases in export earnings, foreign direct investment and GDP growth. Further

direct benefits, amounting to hundreds of millions of dollars over the life of the

project, are derived from taxes and royalties, whist benefits including employment,

infrastructure and community development have extremely positive flow-on

effects.

Owen L Hegarty

Managing Director
http://www.oxiana.com.au/_data/docs/announcements/2004/addendumsigning3011042.pdf
http://www.theage.com.au/articles/2004/04/09/1081326925748.html?from=storyrhs
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NGOs Oppose Copper Project in Laos  (2004 probably)
by STEFANIA BIANCHI 

BRUSSELS (IPS) — A controversial decision to fund a copper mining project in Laos may harm local people, leading environmental groups say. 

The European Investment Bank (EIB) board decided Jan. 27 to approve a 76.2 million U.S. dollar loan for developing a copper mine in Laos. The landlocked country of six million west of Vietnam and north-east of Thailand has been struggling to develop its mining industry. 

Laos has in recent years introduced market reforms and brought in privatisation to attract investment. The country lives largely on subsistence agriculture, but mining has in recent years grown at a rate of more than 7 percent a year. 

Several international institutions have stepped in to finance mining and other development projects in Laos. The European Investment Bank (EIB), the largest financing institution of the European Union (EU) had been considering funding for the copper project since last year. The EIB finances agreements under European aid programmes. 

Located in Savannakhet province near the Vietnam border, the proposed copper mine named Sepon will be 80 percent owned by Australian mining giant Oxiana. 

The mine is due to come up near the Sepon gold mine owned by same company. It has been extracting gold here since 2002. Mining for copper is due to begin in 2005. The area is believed to have some of the world's best untapped copper reserves. 

But an assessment by Oxiana pasted on its website admits that "the mining project may have environmentally and socially adverse impacts." 

It acknowledges that waste from its gold mining project at this site has threatened endangered species in a nearby river, that local forests have been destroyed, and indigenous people have been relocated without proper land compensation. 

But Oxiana is going ahead with a 30-million dollar expansion of the goldmine, lifting output from 160,000 ounces a year to 230,000 ounces a year from next January. 

The environment groups are concerned that the proposed copper mine will threaten the ecosystem of nearby rivers, which are key tributaries to the Mekong river. They say construction of the mine could lead to cyanide spills, illegal logging and increased stress on the biodiversity of the region. 

The EIB was due to take a decision on this project last December. But it was put off following pressure from non-governmental organisations (NGOs) concerned about the effect the project would have on the local environment and community. 

Three environmental NGOs — Aidwatch that monitors Australian aid, Friends of the Earth International (FoEI), and CEE Bankwatch Network which monitors international aid in Central and Eastern Europe — joined forces to campaign against the project, but the EIB approved the loan. 

"It is astonishing that while one of the United Nations committees requests urgent action to stop the abuse of human rights in Laos, the EIB wades into this controversial project," the NGO campaign leader Magda Stoczkiewicz told IPS. "The Sepon copper mine is a huge project with detrimental environmental and social impacts which will do next to nothing for the population." 

Stoczkiewicz said the EIB should be setting an example for other financial institutions. "Public financial institutions such as the EIB are instrumental in these type of financial deals because they bring a sign of security with their decision to step into the project, and other private financial institutions follow immediately." 

Stoczkiewicz says the EIB is responsible for ensuring an independent environmental and social impact assessment to analyse the effect the mine would have on the local environment. 

The NGOs are determined to pursue their campaign against the mine, Stoczkiewicz says. "We will be following up in this case, not only on the human rights aspects but in particular on the European Commission's pre-loan request to the EIB to conduct an environmental impact assessment specifically for the copper mine." 

The NGOs point to recent findings in the extractive industry review of the World Bank that such mining projects do not alleviate poverty in countries with weak governance. The review says costs to the country and its citizens often outweigh the benefits of such a project because of corruption and frequent intimidation of local communities. 

Following a two-year long evaluation of the development impact of the World Bank group's support for oil, mining and gas projects, the review recommended enhanced human rights protection, prior informed consent for people affected by a project, and an end to support for destructive mining technologies. 

The World Bank had offered Oxiana 30 million dollars to finance the project in 2002 but the company did not take up the offer. A World Bank official said this could have been due to its "due diligence and environmental/social requirements." 

The official said: "Clearly the lack of World Bank involvement in the project calls into question whether the World Bank guidelines will be met. With no formal agreement and hence obligation to adhere to the World Bank conditions there is no incentive for Oxiana to follow World Bank guidelines." 

Stoczkiewicz says that "by approving the project without the environmental impact assessment requested by the (European) Commission the EIB proves it is unaccountable." 

According to the project outline on the EIB website, the project will be "designed to comply with local environmental regulations, the World Bank guidelines and best industry practices." But a Friends of the Earth International campaigner says, "We are concerned that compliance will not be met, or in the case that it is, these measures alone will not provide adequate safeguards." (END/Copyright IPS) 

http://ipsnews.net/mekong/IPSWire/copper.html

Inter Press Service Asia-Pacific IPS Asia-Pacific: 

PO Box 180, Dusit Post Office 
Bangkok, 10300 Thailand 

Tel. (66-2) 243-2300 
Fax (66-2) 668-5090 
Email: ipsasia@ipsnews.net
23-08-2006

Laos has invited investment in its mining industry, which is growing rapidly to meet export demand, but warns that investors must strictly observe the country’s environmental laws. Laos has an abundance of minerals such as gold, tin, copper and coal, and is looking for the private sector to invest in the sector. Production has grown rapidly to meet the strong demand from overseas. The country produced 10.11 million grammes of gold last year, up from 6.85 million grammes in 2004. It is forecast that the mining industry will contribute up to 10% of the country’s gross domestic product this year. But whether it can grow the mining industry and protect the environment at the same time is a challenge that few other countries have achieved!
http://www.csr-asia.com/index.php?p=7416

21-09-2005

	Laos wants larger local, foreign investment in mining
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	Laos is encouraging both local and foreign investors in mineral exploration and exploitation, local newspaper Vientiane Times reported Wednesday. 

Many mines in Laos, including gold, copper, lead, zinc, iron ore, tin, coal and gemstones, have not been explored, due to lack of funds and inadequate experience and know-how of Lao staff in the mineral industry, it said, adding the country will persuade investors to conduct more detailed explorations. 

Some five mining projects will become operational in the next five years, said Lien Thikeo, vice president of the country's Planning and Investment Committee. 

The number of local and foreign companies licensed by the Lao government to invest in geological prospecting and mineral exploitation has so far reached 66. Several of them export what they pull out of the ground. 

Every year, a gold and copper mining project in Savannakhet province sells overseas six tons of gold, while a project in the same province exports some 100,000 tons of gypsum to Vietnam, and two mining operations in Khammuan province export around 550 tons of tins, the report said. 

So far mineral production in Laos is limited to small quantities of tin, gypsum, coal, gold, copper, raw minerals for construction, and sapphires for export. 

Source: Xinhua


http://english.peopledaily.com.cn/200509/21/eng20050921_209925.html

LAOS: IFC BACKS AUSTRALIAN GOLD MINE 

By Chris Lang. Published in WRM Bulletin 57, April 2002. 

On 28 February 2002, the International Finance Corporation, the private sector arm of the World Bank, approved a US$30 million loan to develop a gold mine at Sepon in Savannakhet province in Laos. The mine, which will be the largest mining operation in Laos, is 80 per cent owned by Oxiana Resources, an Australian mining company, and 20 per cent by Rio Tinto. 

Construction of the US$45 million project is due to be completed by the end of 2002. Preliminary works, including upgrading roads and preparations for the gold plant, have already begun at the site and the first gold production from the mine is forecast for December 2002. Oxiana estimates that the gold deposits at Sepon are worth about US$1 billion. 

Rio Tinto started exploration for gold in the area near the Vietnamese border, in the early 1990s. However, Rio Tinto considered the deposits it found to be too small and in August 2000, the company sold 80 per cent of its Lao operations to Oxiana. Oxiana gained the right to explore, develop and extract any mineral resources in a 2,000 square kilometre area in Laos. 

The companies have negotiated generous subsidies from the Lao government. For the first two years, Oxiana and Rio Tinto are exempt from corporate tax and employees are exempt from paying income tax. For the next two years, corporate tax will be paid, but at only half the usual rate. As the mine will only operate for seven years, this means that the government will only receive corporate tax at the full rate for three years. Meanwhile, there are no taxes or restraints on repatriation of money from the project. The government has waived duties on imported equipment. In return, the Lao government is to receive 2.5 per cent of the value of the ore mined (but only after Oxiana has subtracted the costs of selling, transport, smelting, refining and other treatment costs). The government also has an option to buy a 10 per cent share in the mine. 

Oxiana and Rio Tinto plan to use the profits from the gold mine to develop a US$100 million copper mine at nearby Khanong. The companies estimate that there could be US$ 2 billion worth of copper in Khanong. Although the copper mine is described in project documents as Phase 2 of the operation, IFC has approved its loan without studies of the combined impact of both the gold and copper mines. 

Villagers' forests, farmland and swiddens will be cleared to make way for the mines. The Sepon gold mine will cover an area of 27.6 square kilometres, straddling the Nam Kok river, a tributary of the Mekong. Fisheries will be damaged. Huge volumes of waste earth and rock will be dumped. The local water table will drop. Cyanide, a chemical which is extremely toxic to fish, wildlife, plants and human beings, will be used to extract gold from ore. Leaks of cyanide from mining operations are common. 

To make way for the mine, two villages with a total population of 120 people, will be moved. The mine will also take up land within other village's territory. The project's Resettlement Action Plan, acknowledges that in these villages, "relocation might eventually be necessary" and adds that "one other village, not currently listed for relocation, Ban Vieng (25 households), may require relocation." 

Oxiana commissioned NSR Environmental Consultants of Australia and Earth Systems Lao to carry out an Environmental and Social Impact Assessment, which was completed in November 2001. IFC describes the project's environmental and social impact assessment as "detailed", yet the consultants do not know whether three endangered species of fish live in the Nam Kok River. They also do not seem to know what the impact of the mine would be on these species. The consultants report that "should these species actually occur", the impacts could range from "severe" to "very minor". Based on this scant information, IFC decided to back the project. 

IFC's support primarily benefits the companies developing the project, Rio Tinto and Oxiana, while putting local communities' livelihoods and environment at risk. 

Rio Tinto is the world's largest mining corporation, with over 60 mines and processing plants in more than 40 countries. The company has an appalling record of human rights violations and of destruction of communities and their lands, rivers and forests. A 1998 motion to the UK Parliament described Rio Tinto as "probably the most uncaring and ruthless company in the world." 

Oxiana Resources was formed by Owen Hegarty, a former executive at Rio Tinto. Based in Melbourne, Oxiana is a gold and copper mining company. As well as the Sepon project, Oxiana owns Dalton Pacific Resources in the Philippines, with six gold and copper mine projects in Northern Luzon. The company also owns shares in mines in Cyprus and Australia. 

IFC hopes that its involvement in the Sepon gold mine will encourage further mining projects in Laos: "The investment in the Project will help to increase confidence of the investment community in mining and other sectors of the economy." The World Bank Group's mission is supposedly to alleviate poverty, but IFC appears more concerned with helping the rich get richer. 

http://chrislang.blogspot.com/2002_04_25_chrislang_archive.html

EIB postpones loan decision on Laos copper mine 
Press Release - Friends of the Earth International

15 December 2003

Milan, Italy - "We have taken on board your concerns and I have delayed the Board decision on this loan until at least January while we seek assurances that the [copper mine] project will include proper monitoring." said EIB President Philippe Maystadt when questioned by Friends of the Earth International at the COP9 Climate Change Convention in Milan, 11 December. 

The reprieve on the Board decision originally scheduled for Tuesday 9 December comes as a result of pressure on the EIB by Friends of the Earth International and the many other NGOs and supporters opposing the mining project. Hundreds of letters have been sent to President Maystadt and other Board members and it is believed that Maystadt has even changed his email address as a result.

Rod Harbinson of Friends of the Earth International cautioned against complacency on this short-term victory saying that, "The project approval by the EIB Management Committee signals that they want to go ahead with this damaging project so everyone should keep up the pressure on the Bank in the coming weeks to stop this mine once and for all."

Maystadt went on to say that, "We do not disagree with this kind of project in principle. We think that developing countries should be supported in extracting their natural resources." However as the recently released FoEI report 'Undermining lives in Laos' makes clear, around 99% of the mineral wealth extracted will flow out of Laos into the pockets of the Oxiana mining company's investors in rich countries.

Maystadt's claim at the conference that EIB projects within the EU adhere to European directives on the environment has long been disputed by the coalition campaign on the EIB. The Sepon copper mine clearly contravenes not only the EIBs own environment policy but also World Bank guidelines on mining with which the EIB has promised to comply.

When pushed on the situation regarding project conditionality outside the EU Maystadt admitted there are problems, "Even if we put forward environmental and social conditions [on projects outside the EU] there is no guarantee that they will be met by the project implementers." This admission makes clear that EIB assurances for proper mine monitoring might be met in writing but that the chances of their implementation in reality are slim and have no guarantees.

The gold and copper mine is located in a high biodiversity region in Laos. Waste from the mine is already threatening endangered fish and turtle species in the Nam Kok River, a tributary of the Mekong, and forests have been destroyed. Local and Indigenous people have also been relocated without land for land compensation. 
http://www.minesandcommunities.org/Action/press232.htm
NGOs Oppose Copper Project in Laos. 



A controversial decision to fund a copper mining project in Laos may harm local people, leading environmental groups say. 

The European Investment Bank (EIB) board decided Tuesday (January 27) to approve a 76.2 million dollar loan for developing a copper mine in Laos. The landlocked country of six million west of Vietnam and north-east of Thailand has been struggling to develop its mining industry. 

Laos has in recent years introduced market reforms and brought in privatisation to attract investment. The country lives largely on subsistence agriculture, but mining has in recent years grown at a rate of more than 7 percent a year. 

Several international institutions have stepped in to finance mining and other development projects in Laos. The European Investment Bank (EIB), the largest financing institution of the European Union (EU) had been considering funding for the copper project since last year. The EIB finances agreements under European aid programmes. 

Located in Savannakhet province near the Vietnam border, the proposed copper mine named Sepon will be 80 percent owned by Australian mining giant Oxiana. 

The mine is due to come up near the Sepon gold mine owned by same company. It has been extracting gold here since 2002. Mining for copper is due to begin in 2005. The area is believed to have some of the world's best untapped copper reserves. 

But an assessment by Oxiana pasted on its website admits that "the mining project may have environmentally and socially adverse impacts." It acknowledges that waste from its gold mining project at this site has threatened endangered species in a nearby river, that local forests have been destroyed, and indigenous people have been relocated without proper land compensation. 

But Oxiana is going ahead with a 30-million dollar expansion of the goldmine, lifting output from 160,000 ounces a year to 230,000 ounces a year from next January. 

The environment groups are concerned that the proposed copper mine will threaten the ecosystem of nearby rivers, which are key tributaries to the Mekong river. They say construction of the mine could lead to cyanide spills, illegal logging and increased stress on the biodiversity of the region. 

The EIB was due to take a decision on this project last December. But it was put off following pressure from non-governmental organisations (NGOs) concerned about the effect the project would have on the local environment and community. 

Three environmental NGOs -- Aidwatch that monitors Australian aid, Friends of the Earth International (FoEI), and CEE Bankwatch Network which monitors international aid in Central and Eastern Europe -- joined forces to campaign against the project, but the EIB approved the loan. 

"It is astonishing that while one of the United Nations committees requests urgent action to stop the abuse of human rights in Laos, the EIB wades into this controversial project," the NGO campaign leader Magda Stoczkiewicz told IPS. "The Sepon copper mine is a huge project with detrimental environmental and social impacts which will do next to nothing for the population." 

Stoczkiewicz said the EIB should be setting an example for other financial institutions. "Public financial institutions such as the EIB are instrumental in these type of financial deals because they bring a sign of security with their decision to step into the project, and other private financial institutions follow immediately." 

Stoczkiewicz says the EIB is responsible for ensuring an independent environmental and social impact assessment to analyse the effect the mine would have on the local environment. 

The NGOs are determined to pursue their campaign against the mine, Stoczkiewicz says. "We will be following up in this case, not only on the human rights aspects but in particular on the European Commission's pre-loan request to the EIB to conduct an environmental impact assessment specifically for the copper mine." 

The NGOs point to recent findings in the extractive industry review of the World Bank that such mining projects do not alleviate poverty in countries with weak governance. The review says costs to the country and its citizens often outweigh the benefits of such a project because of corruption and frequent intimidation of local communities. 

Following a two-year long evaluation of the development impact of the World Bank group's support for oil, mining and gas projects, the review recommended enhanced human rights protection, prior informed consent for people affected by a project, and an end to support for destructive mining technologies. 

The World Bank had offered Oxiana 30 million dollars to finance the project in 2002 but the company did not take up the offer. A World Bank official said this could have been due to its "due diligence and environmental/social requirements." 

The official said: "Clearly the lack of World Bank involvement in the project calls into question whether the World Bank guidelines will be met. With no formal agreement and hence obligation to adhere to the World Bank conditions there is no incentive for Oxiana to follow World Bank guidelines." 

Stoczkiewicz says that "by approving the project without the environmental impact assessment requested by the (European) Commission the EIB proves it is unaccountable." 

According to the project outline on the EIB website, the project will be "designed to comply with local environmental regulations, the World Bank guidelines and best industry practices." 

But a Friends of the Earth International campaigner says "we are concerned that compliance will not be met, or in the case that it is, these measures alone will not provide adequate safeguards." 

[Source: By Stefania Bianchi, Terraviva Europe, IPS, Brussels, 29Jan04]



http://www.derechos.org/nizkor/econ/laos.html
February 2004

http://www.oxiana.com.au/ExplorationLaos.asp
Oxianan over projecten in Laos

http://www.panaustralian.com.au/htm/corporateoverview/profile_objective.htm
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Miners digging for value

Mandi Zonneveldt
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Australian mining companies are improving the lives of the villagers of Laos, writes Mandi Zonneveldt.
ROX Resources geologist Paddy Maguire was desperate to watch his beloved home state of Queensland play in the rugby league State of Origin earlier this year.

Stuck in an exploration field camp at the foot of the Pha Luang mountain range in central-north Laos, he decided to invest in a satellite dish hoping to tune into the games at night. 

With 10 minutes to go before the first match, Maguire finally got his television working but the only channels he could get were Thai and of course none were showing the rugby. 

Maguire missed Queensland's thrilling win, but the satellite dish has not gone to waste. 

It has become a focal point for Rox's local workers who now gather in the camp each night to watch Thai soapies. 

But Australian companies are bringing far more than just technology to the Lao Peoples Democratic Republic. 

After years of foreign occupation, civil war and political instability the country has begun to attract foreign investment and Australian miners are leading the charge. 

Laos is a landlocked country seated between Thailand and Vietnam, bordered by China and Burma to the north and Cambodia to the south. 

It ranks 23rd on the United Nations list of the world's least developed countries -- it has no railways and a rudimentary roads system still dominated by noisy motorbikes, cows and goats. 

Electricity is available only in urban areas and the country's 6.4 million residents have, until recently, relied on slash and burn farming for their existence. 

That is slowly changing, thanks largely to the Aussie invasion. 

The World Bank estimates that two Australian mining projects -- Oxiana's Sepon operations in southern Laos and Pan Australian's Phu Bia project in the country's north -- will contribute about 8 per cent of the country's GDP next year and the benefits are obvious. 

As one mining executive working in Laos put it: "These projects are having more impact on poverty reduction than anything else." 

In the villages around Oxiana's Sepon gold and copper operations, bamboo and rattan huts are slowly being replaced by solid houses built of wood and brick. 

When the company first went into Laos in 2000, Sepon was one of the poorest areas in the country. 

The people there earned about $US64 ($A81) a year compared to a national average of $US350. They now earn $US400-$US500 a year. 

"In a rural sense, they are very wealthy," says Oxiana's Asia general manager Peter Albert. 

"You'll see people with satellite dishes, fridges." 

A touch over 30,000 people live in the 100 villages surrounding Sepon and 84 per cent of households have at least one person working at the mine. 

But the World Bank estimates that for every job created at a mine, another three or four are created in the local community -- and Oxiana is doing its bit to help that community prosper. 

A micro-financing scheme set up by the company is helping develop small businesses in the area in the hope that they will eventually become suppliers to the mine. 

One villager, Nui, is already running a successful cash crop, piggery and fish nursery on a small plot of land near the largest village, Vilabouly, thanks to the program. 

Oxiana was instrumental in setting up the first air charter service in Laos, Lao Air. 

It now operates flights from Vientiane to Sepon, replacing a bumpy six-hour road and ferry journey to the nearest airport at Ubon Ratchathani in Thailand. 

The company has also revived a skill lost to the local community during the Vietnam War, creating a new industry for the area. 

More than 300 women have now been trained in the traditional art of dyeing and weaving silk and cotton and their handicrafts are sold throughout Laos. 

Oxiana has provided clean water, schools, sealed roads and training to the community. 

But there are other, less obvious, benefits too. 

Sepon, which is on the infamous Ho Chi Minh trail, was one of the most heavily bombed areas in Laos during the Vietnam War and Oxiana spends about $US3 million a year clearing unexploded ordnance. 

"We're probably the largest UXO clearer in the country," Albert says. 

Pan Australian, which is also developing the $230 million Phu Kham mine in northern Laos, has spent $US400,000 on the development of essential services this year. 

"I think that Oxiana have done a wonderful job in that area and it's something we aspire to match," the company's managing director Gary Stafford says. 

Pan only began mining at its Phu Bia gold project last year, but Stafford has already started to see changes. 

"People have got roofs on their houses, so they're spending the money that they've earned at the mine to make their living standards better," he says. 

But the influence of Australian miners has penetrated further than just the villages of rural Laos. It is also having an impact in the capital, Vientiane. 

Their success has moved the Laotian Government to make mining its top priority for economic development, sparking a bureaucratic restructure and the first overhaul of its mining laws in a decade. 

Speaking in Vientiane this week, Thongphath Inthavong, director general of the Department of Geology and Mines, said the government aimed to provide better support to foreign miners. 

Although Laos is known to house deposits of bauxite, coal, gold, copper, tin, zinc and a host of other minerals, little work has been done to assess its real geological potential. 

Inthavong says a new Department of Geology (separate to the Department of Mines) will provide geological support and information to foreign investors to speed up the discovery process and reduce the risk of investing in Laos. 

The Department of Mines will focus on mining policy and mining law, with a review of the country's mining law due to be completed by the end of next year. 

The government is considering clarifying its right to take equity stakes in foreign projects, as well as reviewing royalties and taxes. 

Inthavong says the country has learned from its relationship with Oxiana, and with Australia. 

"Transparency is really important," he says. 

Community support is still a grey area and the government said this week it would like to see miners give more. 

Compulsory contributions are unlikely to form part of the new mining laws, but input by miners will be looked upon favourably by the government. 

While Oxiana and Pan Australian are the only foreign companies operating mines in Laos, there are other projects in the pipeline. 

A potash project backed by Chinese investors is under construction, according to the government, and there has been interest from explorers based in Canada, China, Thailand, Russia, Korea and Vietnam. 

Australia's Rox Resources has teamed up with a local company, First Pacific, to explore for zinc and lead. 

Argonaut Resources has two exploration tenements in Laos. 

An even newer entrant to Laos is Ord River Resources, which has signed a joint venture with China Non Ferrous Metals to evaluate bauxite deposits in the country's south. 

Executive director Martyn Jones says the company, which will act as operator with 49 per cent of the project, is hoping to define a resource within the next 12 to 18 months with a view to developing not only a mine but an alumina industry. 

Mandi Zonneveldt travelled to Laos as a guest of Oxiana.
http://www.news.com.au/heraldsun/story/0,21985,20894960-664,00.html
Friends of the Earth International, Amsterdam, the Netherlands – foei - http://www.foei.org/

Mines and Communities – UK-based: http://www.minesandcommunities.org/index.htm

Oxiana boosts Laotian exploration program

Isabelle Oderberg, Vientiane, Laos
December 9, 2006

AS AUSTRALIAN miner Oxiana prepares to double copper production at its flagship Laos-based mine this year, and increase annual profit by more than six times, the mid-tier miner isn't resting on its laurels.

The Mighty Ox, as managing director Owen Hegarty affectionately calls the company, is boosting exploration and appraising new areas of the Sepon project as it targets a net profit of $500 million for calender 2006, up from $80.3 million last year.

It is preparing to drill areas that have already been identified, shoring up reserves and reaping the benefits of its investments in the developing South-East Asian nation.

Sepon's exploration manager told reporters in Laos this week that Oxiana plans to lift its exploration and resource drilling budget in line with revenue, as it identifies new mineralisation zones in its 1250 kilometre tenement in the country.

Last year, exploration and resource drilling at Sepon had a budget of $18.354 million, but in 2007 that figure will rise to $22.854 million.

AAP

http://www.theage.com.au/news/business/oxiana-boosts-laotian-exploration-program/2006/12/08/1165081152999.html

Laos digs deeper to help foreign miners

Isabelle Oderberg, Vientiane
December 11, 2006

THE Laos Government is reviewing its foreign investment regulations to provide clarification for Australian and other overseas companies operating in the South-East Asian developing nation's mining industry.

Mid-tier Australian miner Oxiana is Laos' largest private employer and its Sepon project there will account for about half the value of Laos' exports this year.

Other Australian miners are also active in Laos, which is about the size of Victoria, with a population of 6.4 million. They include Brisbane-based miner Pan Australian Resources and Perth-based explorer Rox Resources.

Pan Australian first entered Laos in 2001, and in November last year poured its first gold at its Phu Bia goldmine. Rox Resources is running a joint venture with a local company aimed at lead and zinc.

Ministry of Energy and Mines director-general Thongpath Inthavong told Australian reporters last week that mining laws were being reviewed, and that the changes should be in place by the end of 2007.

"The Government must supply support to the investors," he said. "Transparency is very important."

Mining is a priority sector in Laos' economic development and the Government aims to provide clarity on a number of issues such as company tax, royalties and environmental management.

The energy and mines ministry was set up in June this year specifically to deal with these tasks and streamline management, as well as consider geological education within Laos and possible Government joint ventures, Mr Inthavong said.

"This department will only do this job," he said.

Houmpheng Souralay, director-general for the Committee For Planning and Investment, said his department would also play a role in improving regulation.

"So far there is a need to do some improvement," he said.

"Authorities are working on that and my department will play an active role."

Mr Souralay said Laos had had positive experiences working with Australian miners, which are technically capable and follow standards of practice.

He said that in approving the foreign investment regime in Laos, priority will be given to companies that work with local communities.

There are already laws requiring 90 per cent of staff at the projects be local.

"We try to negotiate in terms of getting some of the local community development funds," Mr Souralay said.

But he conceded that it was a difficult issue to negotiate.

"Sometimes we would wish to have more contribution," he said.

Oxiana has been active in developing its ties with local communities, funding road improvements, schools, sports facilities, local skill workshops and farming initiatives.

AAP

http://www.theage.com.au/news/business/laos-digs-deeper-to-help-foreign-miners/2006/12/10/1165685553623.html

	Laos to Promote Foreign and Domestic Investments in Mining

	By Songrit PhonNgern 
20/10/2006
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Laos plans to promote foreign and domestic investments in mining with the aim to increase revenues from that sector to 25% of the national gross domestic products(GDP) by the year 2025.

A survey performed by Chinese companies during the past two years has shown that Laos is rich in a variety of minerals such as gold, copper, tin, iron, limestone, etc... The survey, covering about 30% of the total land area, has located potential mineral reserves in over 560 areas.

The central province of Khammouane is said to be the most abundant in mineral. A provincial official says his administration has given a green light to feasibility studies by both foreign and domestic investors.

Listen to our Laos Today report for further details

http://www.voanews.com/lao/archive/2006-10/2006-10-19-voa2.cfm

Aussie gold miners poison Laos river

August 9, 2005 - 3:02PM

An Australian-owned gold mining operation in Laos has agreed to compensate villagers for contaminated the Bo River, killing fish and making hundreds of villagers sick, the state-run Radio Vientiane acknowledged today.

The Australian-owned Phu Bia Gold Mining Company has provided three tons of rice and 54 million kip ($A7,077) in compensation to 340 families living in Nam Yon, Nam Mo and Nam Mae villages along the Bo River, a tributary of the Mekong River that defines the Thai-Lao border, said the radio station in a broadcast monitored in Bangkok.

It was unclear from the report whether any villagers died from eating fish killed by the chemicals.

The Phu Bia Gold mining plant is located in Chai Somboun Special Zone, on the outskirts of Vientiane, Communist Laos' capital.

The leak occurred in June but the mining company's agreement to compensate villagers was only announced today.

Foreign diplomats in Vientiane said they had heard of the leakage several weeks ago.

AdvertisementAdvertisement

Mining has been pinpointed by the Lao government as one of the key sectors for ridding the poverty-stricken country of its Least Developed Country (LDC) status by the year 2020.

The other three sectors are hydro-electricity, eco-tourism and agri-business.

Conservationists have raised concerns about Laos' numerous mining and hydro-electric projects in light of the lack of measures and institutions to monitor their impact on the environment and villagers.

Laos, one of the world's last communist states, has banned the establishment of non-governmental organisations and foreign press bureaus in the land-locked country.

- DPA

http://www.theage.com.au/news/world/aussie-gold-miners-poison-laos-river/2005/08/09/1123353306140.html

Australian mining company denies poisoning villagers

By Jano Gibson
August 10, 2005 - 5:35PM

The Australian operators of a gold mine in Laos have offered rice and $7000 in a "gesture of goodwill" to communities affected by a cyanide spill in June.

But Pan Australian, which runs the Phu Bia Gold Mine, said contrary to "erroneous" media reports, no local village people were killed or made sick by the contamination.

Yesterday Deutsche Presse-Agentur said a government-run radio station in Laos acknowledged that "hundreds of villagers" had been made sick by the cyanide leak.

However Pan Australian general manager, Joe Walsh, said the radio reports were incorrectly transcribed and that local villagers were supportive of the company's offering.

Heavy rainfall caused cyanide to leak from the mine into a small nearby river on June 20 which resulted in fish being killed.

Pan Australian reported the cyanide incident to the Australian Stock Exchange on June 24.

Mr Walsh said the company used local radio to advise villagers not to eat fish as a precaution.

AdvertisementAdvertisement

He did not know whether any villagers had eaten fish despite the warning.

A health survey conducted by the company in cooperation with the Laos Government found no "unusual incidence of illness" amongst the local community, Pan Australian said in an ASX announcement today.

No abnormal levels of toxicity in the fish were found either, the company said.

Mr Walsh said about $7000 and three tons of rice were distributed to the local community.

Deutsche Presse-Agentur reported the money and rice would go to 340 families in three local villages - the equivalent of about $20 and eight kilograms of rice per family.

Mr Walsh could not confirm the number of families that would benefit from the provisions but said the latest donation was part of an ongoing program to support the local area.

He said all donations were made in consultation with the Laos government and with respect to local custom.

Australian non-governmental organisation the Mineral Policy Institute called for an "independent public interest delegation access to the site and the surrounding populations to review the current situation."

It said the mine was in a restricted military zone which was inaccessible to media and observers.

Mr Walsh said the company would have to consult with the Laos government before any such delegation could enter the area.

http://www.smh.com.au/news/world/australian-mining-company-denies-poisoning-villagers/2005/08/10/1123353374880.html?oneclick=true
Padaeng hopes to build off Laos mine

Nov. 25, 2006 (McClatchy-Tribune Business News delivered by Newstex) -- 
Thailand-based Padaeng Industry Plc said it wants to continue exploring opportunities to win more mining concessions in the region after signing a new exploration contract in Laos.

"Padaeng has a long-term strategy of exploration in neighbouring countries," Bernard Tonnon, the company's managing director, said in an e-mail interview.

Padaeng, which has been operational in Laos since 1994, signed a zinc-prospecting and exploration agreement last month with the government of Laos for a total area of 800 square kilometres in Kasi district in Vientiane province.

The company had previously mined 27 kilotonnes of ore in the area from 2001 to 2005, but the mines were later decommissioned.

Vinij Ongnegnun, deputy managing director of Padaeng, said earlier that the new concession offered interesting prospects as the area contains exciting geological aspects that indicate a high potential of zinc.

The company, he says, will start to explore the new sites immediately. It plans to expand over a period of four years, with the first two years consisting of regional geochemical sampling and prospect mapping over the entire area followed by more detailed and selective exploration programmes. The final two years would consist of a target definition programme and an ore potential target definition programme, "which will hopefully lead to the successful development of economically attractive zinc resources within the area", Mr Vinij said.

Padaeng, which is majority owned by the Belgian natural resources company Umicore, said that part of its effort to expand operations across the region was to find cheaper raw materials for its smelter plant in Thailand's Tak province. Mr Tonnon said the company may invest more in Laos if exploration activities prove successful.

"Depending on the type and size of the resources, a production facility could be considered at a later stage," he said.

Laos is an ideal location for Padaeng as it is still considered virgin territory and holds the potential to mine other minerals such as copper and gold, he added.

Laos is "quite good because of virgin territory and because of geology," Mr Tonnon said. "Copper and gold potential is good as shown by strong exploration/mining activity already ongoing."

It was impossible to say how big the venture would be over the next four years, he said, as such a decision would only be made after the exploration activities are undertaken.

"If oxide ore [is found], the contribution will be substantial because it can be treated immediately at the Tak smelter. If sulfide ore, [then it] needs to be transformed to calcined first with additional cost," he said.

Mr Tonnon said that the biggest challenge the company faced in Laos was to convince authorities that Padaeng was a serious investor. The expectations of the Laos government had risen sharply after the success of the Sepon mine, which is owned by Oxiana Ltd (OOTC:OXFLY) , a Australian company.

Sepon in south-central Laos has both gold and copper operations. The copper project was developed after the gold project, as it was more complex and capital-intensive, costing about US$240 million

The project was commissioned on time and on budget with the first copper cathode produced in March 2005. The ramp-up of the Sepon copper plant was successfully completed with the plant reaching its designed capacity of 1.3 million tonnes of ore per year by the end of 2005. In 2005, it produced 30,480 tonnes of copper cathode. Production of 60,000 tonnes is forecast this year.

"[All this] has raised the expectations of the government," Mr Tonnon says.

"Also in competition are private investors acquiring licenses without real geological or mining backgrounds," he adds.

The only way Padaeng could convince the Laos authorities was to pitch itself as a company that was "playing at a higher level".

The new venture is unlikely to have any impact on Padaeng's earnings for the time being. During the third quarter to Sept 30 this year, Padaeng reported a consolidated net profit of 232 million baht, or earnings per share of 1.03 baht, on sales revenue of 2.52 billion baht. That was an 81 percent increase from the revenues in the third quarter of 2005 which stood at 1.39 billion baht. The earnings were down 5 percent quarter on quarter.

During the first nine months of 2006, the consolidated net profit totalled 1.24 billion baht, or earnings per share of 5.50 baht, a 181 percent jump on net profit of 442 million baht and earnings per share of 1.96 baht for the same period last year. Total revenues and services increased 62 percent from 2005.

The company said that the better results were due to higher zinc prices, which averaged at $2,966 per tonne. or a rise of 129 percent, over the same period last year. The average zinc price in the third quarter rose further to $3,363 per tonne.


http://news.pajamasmedia.com/world/2006/11/27/12363695_Padaeng_hopes_to.shtml
Newstex ID: KRTB-0199-12363695

Phu Bia Mine- already in trouble

Project Alert: Pan Australian denies poisoned villagers after cyanide spill at Phu Bia Gold Mine, Laos.
A full version of MPI's alert on the Phu Bia mine is available upon request: Contact advocacy@mpi.org.au

Summary:
On the 20th of June, 2005, shortly after beginning operations, a cyanide spill occurred at the Phu Bia gold mine in Laos, operated by Australian company Pan Australian Resources. The cyanide consequently killed fish in the nearby rivers and poisoned villagers within at least 3km of the mine site.  Numerous sources in Laos, including government officials have reported that at least 60-100s of villagers fell ill as a result of poisoning after eating contaminated fish and drinking contaminated water. Despite confirmation by the government owned media that hundreds of villagers were poisoned from the cyanide spill, the company has claimed that no one suffered illness as a result of the incident.  

Despite the obvious links to the start of the mine’s cyanide program,  the company also denied knowledge of any clear links between the operation and the environmental problems downstream for a number of weeks. 

At the onset of the wet season, the company had developed an accelerated production program after delays in the mine construction had it falling behind schedule. Independent verification of the extent of impacts has been limited by restrictions on freedom of expression in Laos and restricted access to the location of the mine site which operates in a restricted military zone of Laos. 


Background
The Phu Bia mine is the first operational project of the company, Pan Australian Resources, a company registered on the Australian Stock Exchange.  This is the first mining operation to be undertaken by Pan Australian Resources. The company proposes a major expansion of the project into a large scale copper and gold mine, with greatly increased  environmental and socials risks which the company's current actions indicate they are ill equipped to handle. 


Major financial interests: Significant financing for the project has been provided by ANZ bank through a revolving $8 million US loan to Pan Australian Resources. ANZ Nominees is also the seventh largest shareholder in the company. 


The context of operations at Phu Bia: The Phu Bia Mine operates within the Xaisomboun Special Zone in Laos, which is administered by the Laos government army. Very little independent information is available on the current situation of the Hmong and other ethnic minorities that make up the majority of the population in the region, and the state of their relations with the army, government and mining officers due to restrictions on access to the region.  The Hmong people have been subject to extreme human rights abuses by the Laos government, and subjected to ongoing human rights abuses due to their former involvement with the CIA during the Cold War. In 1994, the Laos Government excised the Hmong region from the Vientaine and Xiangkoang provinces to form a zone under military control.


Concerns have been expressed over the activities of Pan Australian Resources in this area prior to the mine’s development by American based group, Hmong International Human Rights Watch at a testimony to the US Congressional Forum in 2002. Particular concern was expressed over the potential for pollution of the Nam Ngum River and associated impacts on the Hmong population inhabiting the area. (www.hmongihrw.org/articles/forumlaos020502.shtml). Fish is the most important food source for villages in the region, many who also rely upon the river system for drinking water, irrigation and for the watering of livestock. 


Less than a week after irrigation of the cyanide heap leach cells started and prior to any gold production at the mine these concerns over the activities of Pan Australian have proved justified. Freedom of expression is severely restricted in Laos, making it difficult if not impossible for either government officials or other groups or individuals to speak out about the problems at the mine, and creating serious concerns for the protection of human rights and environmental values from the mine's activities. 

The documented human rights abuses by the Laos government and military in the region, as well as the inability of the media, NGOs or other concerned groups to access the location of the operations raises serious concerns regarding the accountability of the company's operations, further exacerbated by the serious environmental problems at the mine and the lack of transparency characterised by the company's response to this incident. 


Environmental Mismanagement: Cyanide spill before the mine starts production

The mine site, on the countries tallest mountain at 1300 metres, is in a hilly area that is characterised by rapid run off of storm water (less than 24 hours) with little water capture in the soil. The area is subject to intense rain storms, receiving around 2.5 metres of rain per year with falls of 50mm or more in a few hours occurring at least every year and 120mm occurring every 5 years or so. 


The company was under pressure to complete construction prior to the onset of the wet season, after delays in their construction schedule and had also revised feasibility plans, accelerating the mining production schedule. (http://www.corporatefile.com.au/documents/OB/MD Explains March Quarterly 2004.05.05.pdf) This raises concerns as to whether corners were cut in commissioning and design of the mine to deal with increased production which lead to the environmental management flaws, and whether attempts to start operations during the onset of the wet season involved adequate consideration of the difficult conditions.


Reporting of the incident by Pan Australian
Four days after it occurred, Pan Australian reported an 'incident' involving a fish kill at the mine site shortly after the operations began utilising a cyanide heap leach process to extract the gold from the crushed ore. 


Company reports have repeatedly played down the incident, and are conflicting with information from independent and government sources regarding the cause and extent of the pollution. Despite announcements to the contrary by the government owned radio in Laos, Pan Australian made announcements to the stock exchange denying any reports of sickness in local communities resulting from the incident.


When contacted by MPI on 30/06/05 company spokesperson Joe Walsh declined to disclose significant details of the incident, including the level and nature of any contamination, the extent of the fish kill and aquatic impacts on the Nam Ou and Nam Ngum River or the responses and impacts on the local populations, claiming that there was no clear evidence linking the fish kill to the mining operation. They also denied MPI requests for access to the site to verify their claims, stating that access would not be possible during the wet season.


During this conversation, MPI's director questioned Pan Australian spokesperson  and general manager Joe Walsh over the incident and the appropriateness of their response of 'continuing normal operations'. It was MPI’s position that even if Pan Australian remained  uncertain of the connection between the mine and the fish kill, (which according to our sources they were not) the close links to the operation in terms of location and timing of the incident, co-inciding with the first day of irrigation of the heap leach facility, called for a precautionary approach which would require the company to halt operations until the outcomes of the investigations ruled out links between company activities and the environmental problems. 

MPI expressed grave concerns over the inadequacy of the management response. One day later, on the 01/07/05, and ten days after the fish kill was reported as having occurred, an ASX advisory from Pan Australian stated that they had stopped placing cyanide in the circuit until the outcomes of the investigation. This belated measure is evidence of serious failures in the environmental management of the mining operation. At this point they still failed to aknowledge problems at the mining operation as the cause of the fish kill.  It is particularly concerning in light of information received by MPI that indicates the mine management was aware of the connection between the mine’s operations and the fish kill immediately following the incident, and had already gone into ‘damage control.’ It provides grave concerns over the capability of the company to properly deal with complex environmental issues involved with mining in a region of high rainfall and steep topography, in a country where regulatory capacity is particularly weak. 

It wasn't until over a month after the spill that the company aknowledged the mine as the cause of the incident. 

(see appendix 2 below for a chronology of Pan Australian reporting of the incident)

Contradictory reports about the spill
MPI investigations of the incident have led to independently verified information from a number of credible sources within Laos, including an official in the Ministry of Agriculture and Fisheries,  and the Department of Science, Technology and Environment Agency providing significant evidence to suggest that the company has covered up the nature and full extent of the impacts of the spill and issued misleading and inaccurate information in its statements to the stock exchange on the issue. In particular our sources confirmed:
-observation of direct and visible flows of contaminated waters from the a mine pond flowing into the nearby creek, linked to high rainfall events in the region at the time
-that the contamination from this flow was an obvious source of the fish kill when the company first reported the incident
-that fish in the Nam Ou river were decimated
-that around 60-100s of villagers were poisoned and suffered sickness as a result of the contamination of fisheries and water resources


MPI received initial notification of the incident from an independent source in Laos, and reports were subsequently verified by MPI investigators from officials working in two separate government departments. MPI's sources requested anonymity due to potential retribution from the government should they be linked to criticism of government activities or government interests.  However, cross checked reports have confirmed that the incident included direct and visible flows of contaminated waters from the mine ponds into the nearby creek. During the week following the spill, MPI was also made aware that local villagers had fallen ill from the spill with the final numbers increasing to somewhere around 40-100’s of people. The fish kill and sickness has apparently primarily affected three villages; Ban Nam Nyon, Ban Nam Hai and Ban Nam Mo. The first village is approximately 1km downstream from the mine site, the others, approximately 3km away. Ministry sources had reported that between 60-100's of people were sick and the government had told the mine to shut down. By the first of August, a report had reached MPI that the government was demanding compensation. 
Villagers downstream interviewed in Laos questioned about the icident stated that they noticed fish were swimming 'as if they were drunk.' The Nam Ou flows directly into the Nam Ngum River, and into the Nam Ngum Reservoir which is a major fishery resource for the capital city of Vientiane. Concerns were also expressed by a government official about the potential impacts on the Nam Ngum Reservoir. 


Major media outlets report that Lao’s state operated Radio Vientiane announced on 9 August, 2005 that the Pan Australian compensation package for a total 340 families amounted to 3 tonnes of rice and 54 million Laotian Kip (approx. AUS$6,900) and that hundreds of villagers had been made sick (SMH, August 11, 2005; The Age, August 9, 2005). This works out to be the equivalent of approximately $20 and eight kilograms of rice per family (Gibson, SMH, August 10, 2005). Due to Laotian governmental policy, non-governmental organisations and foreign press bureaus are banned within the nation (The Age, August 9, 2005).


Discussion of the Pan Australia Quarterly reporting of the cyanide spill
The quarterly report provides information on the cyanide spill which is vague, misleading and self contradictory. It concluded that “the operation of leach pad, collection ponds and process operation plant did not contribute to the cyanide release,” while offering a seemingly opposing explanation that “the unit that adds cyanide at the agglomeration stage will require some modification to avoid the chance of an accidental release in the future”. 


Pan Australia also inconsistently reported that “the investigation was unable to determine the precise circumstances of the release although human error appears likely to have played a major part”. This opaque disclosure provides no real indication of the cause of the spill, and the extent of any operational problem that may exist. “Human error” is commonly used to cover a multitude of sins that a company does not wish to expose. By considering human actions as not part of the operation, they downplay and avoid identifying operational problems. However, the way a plant is designed does contribute significantly to the likelihood of human error causing spills. The reporting does not clarify whether the human error was in the design of the plant, the start up procedure or in the operation of the plant.


What exactly was the error and how can it be avoided in the future? The company statement provides no meaningful insight into the problem causing the spill. Despite claiming that the operation of the plant did not cause a cyanide release, the quarterly report admits that alteration of part of the plant is needed to prevent future accidental release.  Again, details of the problem and the type of modification needed are omitted.


Normal mine practice is to contain spills from any operation so they can’t reach the outside environment. The June 30th ASX report goes on to state that “inspection of the containment area at the agglomerator and cyanide addition facility identified failure in a join at the base of the containment area”. The report claimed that the containment area leak may have contributed to the problem. However, if the joint was faulty, it is hard to imagine how the containment wall could contain a spill. It also raises question about why the fault was not picked up in inspections prior to start up, or in the monitoring regime.


The quarterly reported stated that “the mine’s cyanide detoxification and process water discharge systems have consistently operated in accordance with the discharge limits of the International Cyanide Management Code and that these systems could not have caused the fish kill”. This may well be the case, but is essentially irrelevant and somewhat misleading, suggesting to the reader that the mine’s discharge was satisfactory, by only including expected discharge, not unexpected discharge. The report then claimed that “Cyanide levels were very low (at normal ambient background levels) in the river system as determined from samples taken within a few hours of the fish kill being reported”. This claim can not clear them of liability because it is an area known to have very rapid run off. If the fish have already died, the cyanide released could have already passed the point in the river tested. More importantly, why was a cyanide release of sufficient magnitude to cause a fish kill not detected? 


The fact that the company's monitoring regime did not pick up cyanide contamination serious enough to cause a large scale fish kill indicates grave flaws in their regime. Their claim to comply with the International Cyanide Management Code also highlights the failure of this industry led voluntary code- where its definitions do not safeguard against serious human and ecological health risks and where compliance is not externally verifiable by independent bodies. It is unclear whether the company had regular test sites at down stream locations or only monitored the outlet waste stream.


Some Key Concerns:
The Mineral Policy Institute has a number of outstanding concerns regarding the operations of Pan Australian at Phu Bia.
Inadequate Environmental management responses to the incident: 
Pan Australia’s ASX disclosure indicates that it continued ‘normal operations’ for ten days following the fish kill. While MPI appreciated the company’s responsiveness to our discussion on 30/08/05, we express concern over the company’s claim that the mine continued ‘normal operations’ up unto this point. In particular that the cyanide process was not  halted immediately after the fish kill was noted, as a precautionary measure to prevent ongoing problems that could be linked to the mine’s operation, but only occurred after pressure from independent groups to undertake a normal precautionary measure warrants concern. The situation also raises concerns that without oversight from independent public interest groups - which is extremely limited in the region- that acceptable environmental and social management practices will not be implemented at the mine site. 

Failure to Disclose Material Issues including the Investigating Agency: 
MPI expresses concern over the lack of transparency regarding the environmental consultants investigating the problem and the potentially misleading nature of the statement made to the ASX that an ‘independent environmental group’ is investigating the spill. While Pan Australian refused to disclose the name of the group involved when contacted by MPI, saying it would ‘interfere with the processes underway’; our investigations suggest that the investigating agency is environmental consultants, Earth Systems Resources. Nigel Murphy, Director of Earth Systems Resources refused to confirm or deny their involvement in the investigations when contacted by MPI, stating confidentiality obligations as a reason for not providing this information. These consultants were involved in preparing the original environmental impacts statement for the Phu Bia mine and their website claims they were involved in developing ‘emergency response procedures’ for the mine. If it is the case, claiming that these consultants, who have worked significantly with the mining industry in Laos, and are unable to confirm their involvement due to a confidentiality contract are an 'independent environment group' is in our view false and misleading, creating a false impression of the degree of independent oversight into the operations.

Denial of Illness within downstream communities:
The existence of numerous independent sources, including government officials and the government run radio verifying that some 100s of villager were made sick as a result of the company's operations, raises serious concern over the likelihood that the company's denial of these impacts is false.  This fact was brought to the attention of MPI’s monitors a week after the spill and confirmed by reports in the government owned radio in Laos. The denial of this impact on numerous occasions with MPI, journalists and the ASX  raises serious concerns regarding the public health impacts of the mine’s continued operations on the communities living downstream of the mine, and the ability of the company to safeguard their wellbeing.

Contradictory, partial and misleading reporting: 
The reporting of the cause and extent of the nature and cause of the incident as discussed in detail above is viewed as inadequate and misleading. The company statements suggest that the monitoring regime registered no contamination in the downstream ecosystem, a questionable claim that highlights either major flaws in the monitoring regime or reporting that is partial and includes only favourable results. In circumstances which involved a major environmental catastrophe including a major fish kill and human illness, this creates a strong suspicion that favorable results have been disclosed but unfavorable results censored, or that monitoring and testing was undertaken on a limited basis.   For example, no details were provided of the outcomes of testing on benthic organisms which are amongst the more sensitive parts of the ecosystem and most likely to be severely impacted by a contamination incident. 
 
So what really happened?
The contradictions between independent and government reports and Pan Australian reports have raised significant concerns as to whether there has been a cover up of the full extent and cause of the problems at the mine. A number of questions remain unanswered, and Pan Australian has refused to provide clarifying material. 


The initial denial of indications of a link between the company's activities and the fish kill, the denial of poisoning of downstream communities, the failure to name environmental consultants involved in the investigation and a consistent pattern of one sided and partial disclosures create the grounds for serious concerns regarding the transparency of the operation, its ability to manage environmental and social risk, and the possible financial implications of these deficiencies. 


The company is also refusing to release the original EIS for the operations, claiming that it has complied with required processes as the EIS was released for a period in Laos. 


MPI views this as an inadequate and substandard response – stakeholder participation is a vital element of best practice in the mining industry. Since the company accesses capital in Australia and its primary investors are Australian, access to the EIS by wider groups of stakeholders is important.  Transparency of environmental and social issues assist shareholders to understand the benefits and risk of the investment, and have the opportunity to input into the company's activities, and promote accountability to the standards and practices expected of Australian actors whether operating in Australia or abroad. 


The activities of Australian mining companies operations pose reputational risks to Australia in our region if not properly managed and reporting and disclosure in Australia is essential to ensure negative incidents are avoided.


Conclusion 
MPI has called for Pan Australian Resources to immediately:

1. Make publicly available the original environmental and social impact statement prepared for the development of the mine to allow for an independent review within Australia, and such reports for any future mining developments in Laos; 

2. Commit to the immediate release of the full reports of the investigation by the company’s consultants into the incident involving a fish kill near the mine site; 

3. Commit to undertake and publicly release an independent audit of the projects environmental and social management procedures; 

4. Fully and fairly compensate communities and individuals whose health, fishery resources and/or environments are directly or indirectly impacted by the spill, and undertake full environmental remediate for any damage to the downstream environment. 

5. Specifically with regards to the current incident MPI requests Pan Australian to disclose: 
The places and times of water samples taken after the spill, the contaminants that were monitored and the results of such sampling;
• The number of people who suffered illness that were likely linked to the mine contamination;
• Any payments, including but not limited to compensation, made to the Laos government and/or nearby communities as a result of the incident;
• The process of stakeholder information and engagement with the downstream communities who were impacted by the spill, particularly the timing of notifications about the incident. 


Appendix 1–  Cyanide in Mining and Voluntary Codes of Conduct
This accident highlights the need to reform the way cyanide is used around the world. Pan Australia's claims that they complied with the voluntary International Cyanide Management Code highlights the flaws in this framework which provides no independent verification of compliance, and which is itself vague and unenforceable. Companies like Pan Australian can claim compliance with voluntary industry led codes of conduct as a means of deflecting criticism, while serious incidents of environmental pollution and public health impacts continue unchecked. 
Users of cyanide need to be bound by mandatory regulation not a voluntary code.  Voluntary codes and codes without enforcement provisions or sanctions are ineffective and serve more as public relations tools than mechanism for corporate responsibility.
The use of cyanide leaching is intrinsically risky, with hundreds of cyanide spills occurring over the past few years. This is recognised by many sectors, for example, by a current bill which proposes to ban cyanide leaching in new mines in New South Wales, Australia. (NSW Greens, "Mining Amendment (Cyanide Leaching) Bill 2000", April 2000) Legislation banning this practice already exists in jurisdictions including the US State of Montana. 
While the mining industry maintains that cyanide breaks down quickly, the reality is that little is understood about the health risks posed by the break down products which persist in the environment for longer periods.
The uncertainties and unknown problems connected with cyanide, as well as the demonstrated dangers with its use, mean that a zero discharge standard for cyanide and cyanide compounds must be adopted.  It is also clear that the environmental and social costs of gold mining with cyanide can outweigh the benefits for many affected communities throughout the world. Safe alternatives to cyanide use need to be implemented and where this is not practical new mines should not proceed.

 

Appendix 2
Relevant Disclosure by Pan Australian: 
4/5/05 Corporate Profile interviews Pan: “We set a tough construction schedule to beat the wet season. This is essential for a heap leach project in an area that has annual rainfall of over 2.5 metres. I’m pleased to say that all the areas that would be most affected by rain are now complete…”
18/6/05: Pan Australian releases an ASX announcement that heap leaching has started “on Saturday 18 June another milestone in the development of the Phu Bia Gold Mine in Laos was passed when irrigation of the first heap leach cell commenced…Gold bearing liquor is now collecting in the pregnant pond. Once a sufficient quantity has been collected, the pregnant liquor will be pumped to the process plant where gold will be recovered and bullion poured… The Company recently confirmed a revised and accelerated mine schedule…In the revised schedule the September 2005 quarter production targets remain unchanged with initial ramp-up in production likely to be constrained by seasonal rainfall through this period…”
20/06/05: Pan Australian announces the irrigation of the first heap leach cell on the day of the spill but did not mention fish kills down stream from the mine which are alleged to have occurred on this day.
24/06/05: Pan Australia acknowledged that a fish kill “occurred in close proximity to the Phu Bia Gold Mine in Laos after a period of relatively high rainfall” in an ASX announcement. They claimed that the company was working with “an independent environmental management group and government officials” to determine the cause of the fish kill. 
The company alleged in conversations with journalists that they did not know what killed the fish, and stated that they continued to operate normally.
(Independent sources, including a witness present on the site, contacted MPI, and claimed that the mine management were aware of the connection between the mining operation and the fish kill, and linked the problem to a visible overflow from the mine facilities. MPI contacted Pan Australian.)
1/7/05 – In an ASX announcement, Pan Australian outlined their decision “not to add further cyanide to the process circuit until after the investigation into the recently reported … fish kill incident downstream of the mine had been completed in mid-July.” Pan Australian completed initial analyses “of water discharged from the mine and in the downstream river system as part of the investigation into the possible causes and in accordance with normal monitoring practice. The analyses indicate that cyanide levels in water discharged from the mine are within the limits prescribed in the International Cyanide Management Code.”
22/07/05 Pan Australian released their quarterly report, finally acknowledging their mining operations as the cause of the environmental damage, and contained references to their investigation of the fish kill event. In vague language, the fish kill was attributed to a variety of potential causes including human error and failure in a join at the unit that adds cyanide. Again, no mention was made of any impacts on the local populations.
2/8/05 – Pan Australian releases an ASX announcement stating that the first gold production at Phu Bia Gold Mine is expected to begin within a short period of time. “The first gold pour is subject to a final environmental sign off from the Lao authorities.” During this period of environmental investigation, the Company has “continued to mine, crush, agglomerate and stack ore on site.”

10/8/05 – In an ASX announcement, Pan Australian issued the ‘Phu Bia Contract Area Advisory’.  In response to media that reported illness in downstream communites from the incident, the Company statement categorically denied that any fatalities or health issues have arisen as a result of the cyanide incident. “The Company can confirm that there have been no fatalities resulting from the incident, and that there are no villages or workers suffering from ill health as a consequence. Recent and initial independent surveys of the downstream Nam Mo River have identified healthy levels of aquatic life throughout the river system including fish and invertebrates.”  The Company further claimed that the distributing of cash and rice was a “ gesture of goodwill”  rather than a compensation payment.  
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http://www.mpi.org.au/campaigns/cyanide/phubia_cyanide/
Asia Pacific Centre for Environmental Law including mining laws in the region, overview research etc.

http://law.nus.edu.sg/apcel/asean.htm
More laws and environmental legal firms:
http://webdb.iu.edu/internationalprograms/scripts/accessinfo.cfm?categoryid=2&Country=vietnam
or country=laos for laos.

http://www.theminingnews.org/home.cfm The mining news, News on minings impacts from communities and activists worldwide
http://www.terrapinn.com/2007/asiamining/ Information about Asia mining congress in March 2007 in Singapore.

Tea plantations in Vietnam

http://www.vietnam-tea.com/overview.html

