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Philippine Extractive Industries Transparency Initiative

“Working towards more transparency and accountability in extractive industries.”
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RESOURCE PERSONS:

Pocholo Domondon PricewaterhouseCoopeftsla lipana
Augusto Blanco Compostela Valley
Jose Melvin Lamanilao Paglilingkod Batas Pangkapatiran Foundatio
Sigfried Flaviano Provincial Environment Management Office, South
Cotabato
Beverly Besmanos Bantay Kita
AGENDA:
X Minutes of the 26 MSG meeting
X Matters arising from previous MSG meetings
x Debrief with PricewaterhouseCoopers
X RapuZ %op[e S Spue
X Presentéion on smalscale mining
X Approval of work plan
x Draft MICC resolution adding new members to the MSG and draft memo requiring agencies to make

their documents accessible to HHITI
x Other matters
1. Call to Order:

1.1. The Philippine Extractive Indusef Transparency Initiative (FHTI) MultStakeholder Group (MSG)
meeting was called to order at 9:14M.

1.2.The proposed agenda was approved by the body.
2. Minutes of the 2 MSG Meeting

2.1. According to the Chaithe minutes of the meeting as circulated tdhe MSGand no comments were
received by the Secretariat.

2.2. The boy approved the minutes of the #0MSG meeting.

2.3. The body was informed that Mr. Romuald Chadwick Llanos is the new member of the Civil Society
Organization (CSQgplacing Mr. Augustin Docena.



O© 0O ~NO Ol WN P

A DA DB WWWWWWWWWWNDNDNDNDNDNMNNDNNNNRPEPRPEPRPERPERPERPRPRERPER
NFPOOO~NOOUA,WNRPFPODOONOUPRAAWNPEPOOONO O PMAWDNEDO

3. Matters Arising fromPrevious MSGVleetings

3.1. The Secretariat noted thdahe first two items in the matters arisingre depended on the MuHlDonor
Trust Fund (MDTF).

3.2.To updatethe members of the MSG regarditige status of the MDTF, the Secretarmaentioned that
the Department of Budget and Management (DBM)still in the process of issuing tidotice of Cash
Allocation (NCAand Special Allotment Release Ord&ARQ

It was mentioned that the Secretaria expecting to receive the MDTF darlyMarch.

3.3 RapuE %o [+ :+IEwap recalled that in previous meetings, the MSG requestedbeoupdated
regarding the status of the rehabilitation processapu-Rapu.

In connectionwith this, the Secretariastated thata representative of RapRapu Minerals, Inavas invited
to the MSG meetingnd the representative teconfirmedto give a presentation

3.4. Copies of Bureau of Internal Revenue (BIR) and Mines and Geosciences Bureau (MGB) reports to DBM
regarding their collections per Local Government Unit (LGU) and per comygzaoyding to the Secretariat
copies of the report that BIR and MGB sent to DBM will be collected once the Independent Administrator
(IA) stars thedata gathering procedure in pparation for the 2nd PHEITI report.

3.5.Memo from Mining Industry Coordinating Council (MICC) requiring all agencies to make all EITI relevant
information availablelt was recalled that the eégretaiat was tasked to draft a memo that the MSG will
propose to the MICQegarding the directive that the agencies should issue in order to make documents
available to PHEITI. The draft memo is in theeetingkit and is partof§z P v (}& 8§} C[e u S]vP

The Chair asked the members of the MSG to go thiabg draft memo and provide comments within the
day so that the Secretariat can finalize it and send it to the MICC.

3.6. Template revisionThe Secretariat sharethat the revised templatesvill be sentto all the agencies for
them todo a thorough revew. However, this will be done oathe IA is already engaged.

3.7. Additional MSG memberH:was recalled thathere was gproposal to add more members to the MSG
However, it washighlighted that for this to be operationalized, the MICC should firstopose the
amendment of the Kecutive Order (EO) creating EITI since the H®@its the number of government
representatives to just five. The draft memo is also in tieeting kit and will be discussed as part of the
main business

On the other hand, theSecretariat reported that BIR already prepared a letter designating their
representatives to the MSGAccording to the Secretariat, it can be construed tfdR is under the
Department of FinancéDOF)
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3.8. Source of information on incentive&ccording tothe Secretariat, there was a discussion last MSG
meeting regarding the source of information on incentives being availed of by companies. It was shared that
the Secretariat was tasked to schedule a meeting between Board of Investments (BOI) and BiiR/ to cla
which agency should give the information on incentives.

3.9.For the information of the body, it was shared that the Secretariat met with BOI and BIR representatives
last February 24. Representatives from Bigre Assistant Commissioner Nestoalroso, Atty. Teresita
Angeles ands. SarahMopiawhile BOI was represented bysMeandyRecolizado and another lawyer.

3.10.1t was clarified during theaidmeeting that the final deciding authoritipr the incentives is the BIR.
Theprocedure is thatompanies willindicate that they are availing of Income Tax Holiday (ITH) when they
file their Income Tax Return (ITiR)the BIRand they willsimultaneously give a comf their ITRo the BOI.

The BOlthen makes an evaluatioif the compaiies can avaibf incentives. If yes, the BOI théssues awrit

of exemption to the BIRHowever, he writ of exemption is only a recommendation. The BIR will further
assess it and then make a final decision if the company can be entitledT¢dan

3.11.1t was notedduring the said meeting, howevethat 2012 applications for incentives have not been
evaluated yet since BOI is still evaluating application2011. Therefore, the information on incentives
cannot be made available for the next report.

3.12. In case wherethe application for ITH is still in process, the Chaked whether theompany availing
of ITH would pay income tax.

3.13.The Secretariat clarified that a company applying for ITH will not pay ints® that the BIR would
not have toreturn the paymentif everthe result of the evaluation showtat the company ientitled to
avail ITH

3.14.A representative of the industry sectsuggested that the information on incentives be asked from the
companieghemselves.

3.15.The Chair explaied if the companies will be asked to report the incentives that they are availieg,
revenue figure reported by the governmeftdr the yearwill not correspondto the production data of the
company in casé turns out dter several yearsthat the company is not entitled to receive incentigse

3.16. The Secretariat mentioned that that theneere also previous discussions regarding the need to
analyze the benefitsf giving incentivesAccording to the Secretariat, It was suggested that BOI be asked to
make apresentation on how thewre doingthe cost benefit analysisf giving incentives to the companies.

The body was informed thathis request was also raised during the meeting with BIR and BOI.
Unfortunately, theBOI representative whoti@nded the meeting is not the one in charge of gtaug and
evaluating incentives. It was suggested that the Secretariat iseibeeonefrom the incentives department

of BOI.
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3.17.BIR waiverThe Secretariat recalled that the members of the MSG agreed to inatedatives in the
BIR waiver and to make the waiver perpetudhe revised waiver is currently being reviewedAsgistant
CommissioneWderosoof BIR

3.18. Addressing legal barriers to EITI implementatitinvas recalled thathe secretariat was tasketb
review if the Feedom of Information (FOBIll will be enough to address the barriers to Elif laddition,the
Secretariat was alsasked to study the bill on tax expenditure and public finanderra bill.

This is still a pending matter and thecketariatrequesed to defer theirpresentationregarding this matter
to the next MSG meeting.

3.19. Details of BIR Form 1601F (final withholding tagcording to the Secretariat, this an outcome of
the recommendations of the eéthnical Working Group (TWG) It was shared thatDOF has already
communicated this matter to BIR. This matter is still pending and the Secretaiaaiting advice from BIR.

3.20.Production data for 2012 and 201Bhe Secretariat shared thsGB already provided thproduction
data and it is already availabletime PHEITWebsite.

3.21.Calendar of activities and possible venudse calendar of activitieis included in the kits and will be
discussed later.

3.22.Action plan for companies that did not take part in tivstfreport: It was suggestedabt MSGmeeting
that government and companies camup with an action plan onext steps on how to require more
companies to participatelhis matter is also pending.

3.23. TOR of next IAThe TOR of the IA has been circuthtnd approved by the MSG. The Secretariat
reported that the procurement process already started and algiceprocurement meeting in DOF ¢haeen
conducted

3.24.A representative of the CSO asked when will the bidding start.

The Secretariat stated thahe bidding process already started. After thee-bid procurement meeting
conducted last weekthe next step is the posting of the documents on the webs#ecording to the
Secretariat, they aréargeting that the contract of the 1A be executed in timstfweek of April.
3.25.Evaluation of IAThe evaluation that thi1SGapproved has been sent to the IA.

3.26. Subnational implementationThere wasa proposal that regional offices be invited to future MSG

meetings According to the SecretaridgEngr.Aguilosof MGB mentioned thahe will discuss this matter with
DirectorLeoJasareno
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However, the Secretariagtated that during their meetingwith MGB officials, it was pointed out th#tis
might be too tediousince thereare too manyegional offi@s. Therefore it was suggested thahe meeting
with regional office of MGB, Bpartment ofEhergy (DOEand National Commission on Indigenous Peoples
(NCIP be conducted quarterly or serannually

3.27.The Chair asked the Secretariat to make a cgstirthe proposed activity.
3.28.A representative of the MGB shared that they will have an expanded meeting 2vaeonthswherein

RegionalDirectorswill attend. The same representatigeiggested that the Secretariat schedule the meeting
with the regimal offices during this period

3.29. A representative of the Civil Society Organization (CSO) clarified that the proposal was to invite

regional officsin the MSG meeting for subnational EITI implementation andmtite MSG at the national
level. Br example, the regional office of MGB should be attending the meeting for the subnational
implementationin Nueva Vizcaya

3.30.The Chaithe stated that theregional directorsof MGBneed to be informedirst about EITI, what the
MSG isand why it is irportant that they hae a presence in the MSG feubnationalEIT]

The CSO representative clarified that regional offices of NCIP should also be invited.

3.31.Data on gold production and revenu@die Secretariat recalletiat there was a suggestion f@angko
Sentral ng Pilipinas (BSB)present the data orthe production of goldrom smaliscale mining operations
andthe revenuedrom this sector.Instead of inviting representavesfrom the said agengythe Secretariat
explained that they willifst askfor the status of the available informatioA letter will be sent to BSP asking
for the said data.

3.32.2015 work planThe draft2015work plan isincludedin the kits This will be discussed as part of the
main business.

3.33.Report findings oEITI report to MICCThe Secretariat wamskedto report the findings of the EITI
report to the MICCIt was shared thathtle MICC has been informed atite presentation of findingsvill be
included in the agenda of the next MICC meeting.

3.34.Include Soth Cotabato and Compostela Valley in the next EITI report as pilot study orscatall
mining: Representatives fromSouth Cotabato and Compostela Valley were invited to attend thSG
meeting and discuss the status sxibnational implementationn their area Representatives from the said
% E}A]v « E % E meetind to §ive tigiresentation.

335. 0 € & E] &[+ ]ve3]S[TB4}Sewdthrial Jwas/ tasked to determine thest approach to
institutionalizethe PHEITI SecretariaFor the information of the body, it was shared that the Secretariat
already met with Dector Tanof the DORFegarding this matter.
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Based on whatwas discussed during the meeting, the Secretariat mentioned that thaye made
preliminary action pointsvhich they need toconsult withDBM and thedvil ServiceCommissionAccording
to the Secretariat, they will present to the MSG once they have the complete information.

3.36.Draft EITI billThis matter is still pending becautiee MSGneedsto hire a consultanfor this. Also, the
Secretariat pointed out thathere has to be a discussion within the M&&to the proper structure and
provisions of this bill.

3.37. In relation to this, he Secretariat shared that theytend to schedule aseparateround table
discussion witisenate andCongress orMarch 18 and 19 This is tobrief their technical staff, th&Senate
Economic Planning Office (SERMY Congressional Policy and Budget Research Department (CPBRD)
regarding the findings of the PIEITIreport. Congres already confirmed to the said meetirihe MSG will

be informed of next steps.

338 WE A o] 3]}v A}YEI+Z}% |: Fhenemli}<os freMS[G Jagreedlast meetingto the
conduct of a pre validation workshop sometime in June which will coindh]$Z o E "Z}ES[* A]*]3

3.39 Financial reportAs instructed last meeting, the Secretariavisal the financialreport, the copy of
which is included in the kit. The revised document will be disculssed

4. Debrief with PricewaterhouseCoope(®WC)

4.1. A representative from PW@rovided a formal debrief with respect to the whole reconciliation
procedure

4.2. During the past few weeks, it was shared that PWC gather sosights and feedback from the
different stakeholders of the MSG inclad industry players and local organizations.

4.3.1t was mentioned that PWC also diddebriefng within their company. @nmentswere solicitedfrom
the partnersand managers and also from the different senior associate and stedfpresentationmaterial
is attached as #nex A)

4.4. The PWC representativextenced their appreciation and gratude for the feedback provided by the
MSG The body was informed that PWC will again bid for tHeeport.

4.5.As an update, it was mentioned that the Secrithand PWC already discusgbé approachon how to
addressthe comments of thelnternational Secretariat. According to the Secretariat, the process for
addressing the said comments hstarted.
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5.RapuZ %o |Bjgtus

5.1. The Secretariat announced ththey were informeda few minutes ago thathe representative from
RapuRapu Minerals, Inc. will not be able to makeSi} S} C[e u A3éguest will be sent again to them
for the next meeting.

5.2. According to theMGBrepresentative, the Presidérof RapuRapu Minerals, Inc., mentioned that he
cannot attend the MSG meeting since someone who is monitoring the implementation of the rehabilitation
plans will visit RapiRapu. Also, the same representative shared that according to the President,htagre
been amiscommunicatioras to the exact date of the meeting.

5.3 The representative of the MGBuggestd that the Secretariat request RafRapu Minerals, Indo
provide the MSG with a copy of thgirogress reporbefore they present to the bodythe Chair concurred.
Upon suggestion of an MSG member, a technical staff will be invited in the event that the president of the
company cannot come.

6. Presentation onSmall-Scale Mining
X Smaltscale mining irCompostela ValleyComVal)

6.1. According tathe resource person from Compostela Valley, gwd deposit in MtDiwalwal, which is
one of the biggest gold deposiin the Philippines, wadismvered inadvertently through smadicale mining
(SSM).It was mentioned that gold can be found in 10 outtbe 11 municipalities in ComVa[The
presentation material is attached as Annex B)

6.2. For the information of the body, it was shar¢éhat 7 areas in ComVal were declared as People Small
Scale Mining Areas (PSSM). AMsBSM contracts and 11 SSM péshave already been approved.

6.3.The resource person highlighted the following issues and concerns in the SSM industry:

x Collateral damage of uncontrolled mining activities resul§yrto Environmental Degradation and
Deterioration- Landslde is one othe most common problem The landslide that occurred in the
Municipality ofMaco resulted in more than a hundred casualties.

x Below safety standard mining operatior&Imost all SSM activities do not comply with the safety
standards mining operations. Mosif the structures are located alonipe steep slopes bthe
mountains, increasinthe risk of landslidg

X Below standard and crude processing proceduwd®rtunately, the use of mercury has been
eliminated inComValHowever, processing plants in the arare still using Cyanid@ith regard to
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the crushing of ore, the smadcale minerpoundthe ore manually without wearing safety glasses.
Also,the minersdo not have tailings pondnd therefore the sediments galirectly to the rivers.

X Unhealthy andunsanitary conditions in mining areas

6.4.To regulate the SSM industry in the area, it was mentioned that the provincial govermh@umVal
created a @sisManagementCommittee. The said committegoesto SSMareas to advise theniners when
to stop their mining operations.

6.5.The local governmerdeclaral 7 SSMareas « W } %o 0 [-Bcale Mining Areas or Minahang Bagan
that they canhave more control over the ming activities.Most of these areas are operated bwining
cooperativesvho serveas conduit betweeltocal government officialand miners.

6.6. The approved Minahang Bayan, including the proposed areas, were enumerated (refer to Annex B).
some of these aredave ben declared as forest reservesd are inhabited by members of thdew
Peoples Army (NPAhus making monitoring difficult

6.7. The &ngguniangPanlalawigan ofComVal issuedrdinances directed to supervise or regulate the SSM
industry.Some of the ordinancéactionsthat were highlighted are the following:

x No Habitation Blicy- This ordinance was promulgated after the landslide iMaco. The local
government delieatedthe areas wherehe minersare allowed to build their houses amilocessing
plants. Also,lie miners are not allowed to sleep near their tunn@sovinciabolice demolished the
establishments within the hazardous are#s.relation to this,it was shared that there is one mine
site where the miners are required to wear IDs teetter regulate the people who will enter the
mine site.

x Creation of Municipal Mining Advisory CouncitsThis was created tbetter supervise the mining
activities at the municipal level.

X Adjudication d Mining Tunnel Conflicthru an Operating AgreemenfThere are cases wheietwo
tunnels intersect each other creating conflict bewvethe operators. The conflict could even lead to
firefights inside the tunnelTo prevent thisthe local government convenetie mining operatorso
discuss strategies dmow to avoid thikind ofconflict in the mining area.

X Advisory on the StoppagefdOperation to SmalScale Miners especially during Prolonged Rainfall
to Prevent Loss of Lives and Propertieiring prolonged rainfallSSM operatorare being advised
to temporarily stop their mining opetimn to avoid casualties

6.8. According to he resource person, the local government already made the following actioaddiess
social and economiconcerns:
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Requiring Municipal Local Government Units (MLGUs) to Implement Proper Zoning in their
Respective AreasThere is zoning in the arpdowewer, MLGUs are not conductingctual
inspection

Inclusion to GawaeKalinga Program of the Provincial Government for Sriatlale Miners Affected
by Calamities After the landslide inMaco, the miners and their families who were left homeless
wereincludedin the GawadKalinga program. ¢liseswere provided to the affected families.

Establishment of Revenue Collection and Monitoring Centershia Province Road tollshave been
setup in different municipalitiedso monitor the transport of mineral ores fronmining sites to
processing zoneS he local government now hasrecord of how nuch ores are being taken from
eachmining area

Strengthening of Incident Command System in all Municipalitidhis was implemented after
typhoon PabloThe local governmermmonitors the weather conditiongyatural calamities as well as
conflicts withinmining areas.

Construction of Water Facilities in Sm&icale Mining AreasThis aimd4o provide safe water to the
people in mining communities.

6.9. A presentation orCanpostela Valley subnational tansparencynitiative followed.

6.10 The transparency initiative in @mostela Valleystartedin 2010.Governor Uy issued EO 62012 in
2012 formalizing MultStakeholder Council (MSC).

6.11 In July 26, 2013, the couh@pproved the Transparency Handbook whichhie first transparency
handbook at thesubnational level.

6.12 The Handbook contains the following:

X
X
X
X

Obijectives of our transparency mechanisms

Core Principles of our Transparency undertakings
Rules on Informigon Disclosure and Reporting
Report Template

6.13 After the creation of theMSC manypeople have become interested toijothe transparency initiative.
The Governorthen issued EO 018013 which was designed to expand the membership of the M3
amended EO 022012.

6.14. Using the reporting template that the MSC developed, it was shared thatrépert for 3
municipalities (Nabunturan, Maco and Maragusan) are currently being prepared.

10
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6.15 IP Communities of Nabunturan, Maco and Maragusalh disclose the royalties that they receive.
Reporting of IP royalties is\dtal part of the EITI advocagincealmost all of the mineralized areas
ComVakre within ancestral domains.

6.16 There is a drafprovincial ordinancenstitutionalizing EITIdvocacy in ComVarhe saidordinance is
alreadyin its 2nd reading.The local government aims to have this ordinance pasa®t signed by the
Governor within the 3rd quarter of this year.

6.17. One member of the MSG inquired if thacal government hasada on thevolume of ore extracted by
SSM operators.

6.18 The resource person responded that they have the datmrding the volume of ore. However, it was
mentioned that the gold content of the ore is not determined.

6.19 A representative of the govement asked ifiny representative from the local BiRinvolved with the
SSM programThe presentor answered in the negative, explaining that it is only the provincial treasurer
involved. The MSG member remarked that collecting payments from the SSMtrindvill help in
augmenting the budget of the government.

6.20 The resource person clarified that there isa@lection based on the volume of ore.

6.2L KuA o[e /d/iglbeltgp@Erared by theMSCand will hopefully be published within"2 or 31
guarter of this year.

6.22 One member of the MSG asked if the MSC also has an IA and if the system of preparing the report is
the same with the national EITI.

6.23 The resource person noted that théwve different resource persons for the prepacat of the report.

6.24. The CSO representative from Com\sélared thatthe MSChasa review team Reviewing of reports
was actually started last year. However, the review team was not able to finalize the report beaHuse
budgetaryconstraints.

The ame representative explained that there is a provision in the EO for funding allocation but the local
government was not lale to incorporate the budgefor MSC activitiesn their annual investment plan
Before this, it was shared thanost of the activitesare being fundedy Bantay Kita with the support from
IKATUS. However, the project of Bantay Kita with 1K/ ended.

6.26 With regard to the reconciliation of reported figures, the CSO representative statédhe difficulty
of reconcilingpaymerts will be explained inext presatation.

11
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6.27. One representative of the government raised a conaenrhow SSM and larggcale mining are being
distinguishedand why they are being classified as sig#ised on classification.

6.28 Furthermore, epresentatives of the local governmenand MGB wereasked ifthere is a need to
distinguishSSM based omale. If the SSM operatiorsre causing environmental problemthe same
representative asked why wdrhe government ask a larggcale nining company taperate in thearea
instead.

6.29 An industry representativeexplainedthat based on thelaw, SSM operation is characterizess
unmechanizedA mining operation is considered as snslale if the miners are not using heavy equipment.
Unlike in SSM, theame representative stated that largealemining operations can belassified based on
capitalization.

6.30 The representative of the industry further noted that tigevernmentwants tolegalizeSSM so that
minerscan form coopeditives and eventuallfollow environment andsafetystandards

6.31 A representative of the MGB shared that thRENR Administrative Order (DA8BY, which is the
Implementing Rules and Regulations (IRRRepublic Act 7076 or the lawgoverning SSM operations, is
being revéed because DAO 34 is not being followed.

3.32 The Chair asked that this issue be included an agenda item for future MS@eeting. It was
mentioned that the Chair will adROFrepresentativeso come up with discussion poinis view of future
legisldion rationalizing the fiscal regime for the entire mining industry.

3.33 A CSO representativef the ComVaMSC made a presentation with regard to the transparency and
accountability initiative inthe area (The presentation material is attached as A

3.34. According to the resource persatme whole initiative in Comvaitarted in 2008vhen the CSOs
attended an EITI Conference in Bali

3.35 From 2009 to 2010 a series of learning sessions wenelucted among CSOs which lead to the initial
consultation in Corval. It was mentioned that during this periodhere werea lot of discussions among

CSG@ on whether to try EITI or nothe consultation on ComVal was conducted because Bantay Kita finally

decided to try ElTimplementation atthe subnatiamal level.

3.36 In 2010, it was mentioned that there @ready an interim council in Comvdlhe interim council
attended asubnational initiative in Bojonegoro and Blora, Indonesi2012and got funding from IKAUS
through USAID IndonesiBecause fothe funding, the interim council waable to fast track théransparency
initiative in Com¥l.

3.37. An EO creating the MSG was then signed. The CSO representative notdtethMBCof ComVal has
been established beforthe formalization of P-EITI M&.
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3.38 The formalization ad oathtaking of the MS@ccurred in November 2012A\fterwards, a capability
building workshop among the MSC membeas conductedy a CSO partner in Indonesia

But whentyphoon Pablo happenedll the activities of the MSGau to stopbecause the provincécused
on the reconstruction and rehabilitation of Coval.

3.39 The MSC agaiconducted regular meetinggom May to June 2013. Thiken led to the approval of
the Transparency Handbook and Reporting Templatekily 2@3. The experiences in ComVal were shared
during the Southeast As{aontrence in Davao.

3.40 From September to December 20H3,the reporting entities submittedheir report. Then in 2014 the
IKATUS project was terminated’he MSC, however, was abdestart reviewing the report.

3.41 The CSO noted thdlhe national EITI started while the MSC is preparing the report. Moreover, it was
mentioned that Apex Mining Company being one of the key players in the whole subnational EITI
implementation, submied data to the MSC first before reporting to the national EITI.

3.42 Theresource persostated that the following are part of their report:
x Disclosureof consent making processThe MSQequiredthe NCIP to submit a report on hotliey
conducted theRree Prior and Informed Consent (FPIC)his is necessary because it is important to
assess whether community decisions are based on custpndacision building mechanisms,

including the quality of information given ensuring informed decision.

The report from NCIP includes disclosure of how FPIC fee is tsgiegt. According to the CSO
representative, theyound outfrom the reportthat some FPIC payment® notgoto NCIP account

X Community contract disclosureThe MSC looks at the compliance or olilmaof parties, not only
the mining companies but the obligations of the IP communities as well.

It will then be assessed if the agreements conform with the existing laws, the stipulations in the
contracts and obligations of the parties.

The CSO reprentative noted that some of their findings were covered in the contextual
information part of the first PHEITI report.

x Disclosure of payments Payments ofdrge am smaliscaleminingcompaniesvere of course part
of the report. The MSC included paymeittased on both national and local impositions.

x Disclosure of collectiong Provincial and municipal LGU collections were part of the report.
Royalties and other payments that the IPs are receiving were also included.
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x Disclosure of revenue utilizatioh It was mentioned that the CSOs are promoting that all mining
revenues go into a special trust fund. However, the office of the treasurer réisgdseparating
mining revenues will affect the income classification of the municipalitye resource person
explained thatthe first class municipalities in the araee applyingto be classified as city.

Because of this, there was a suggestion for the MSC to assume that the contribution of the mining
industry to the general fund is the same with expenditurdowever, thissomehow defeats the
purpose ofthe whole initiative According to the resource person, in the end it was agreed that the
first report would only cover IP expenditures.

3.43 The CSO representative shared the followirlgseyvations onengagingSSM in the ransparency
mechanism:
x Small Scale Mining in the context of Comval (perhaps same with other areas) showed a very
complex \lue Chaircompared to Large Scale Operations
x Each link of the chain has different players and industry dynamics
X ~D]v ZPv C v_ ~D]Jv Z vP < SusSp }e ] ipeS$ o & S]}v }( "% ]
}viu]l *}v _ (J&E "D A 0}%u v3V v}3 +SE}VP E Puo S}EC Jv-3E
x Whether all SSM are held within declared Minahang Bayan, revenue streams is still difficult to fully
trackbecause there arenultiple players and SSM is a complex industry

3.44 The resource person then explained the value chain of an SSM operation.

Under ore extraction, there are portals/tunnels that are regularly operating while there are also sutta|
have seasonal operations.

3.45 The reason why there are seasonal tunnel operations is becaunse SSM operators only has a capital
for 1 month operation In cases wherein the cost of the operation is higher tt@nrevenue from extracted
ore, the operation would stop anthe operator will have to again find capital.

3.46 As for the regular operations, the operator has a bigger capital. Therefore, the operation can continue
even if the operator isiot making profitfor the first few months.

347.dzZz & E 0} SE v Z]JvP }E& ~l Eul}_]Jv 8Z E X dZ u]v E« Az} E
deliver boxes of ores to ball mills. The karuko will first inspect the surface to see if there is enough gold.
Once they determined that there aradeed gold, they will fill their boxes with oreBhey will then carry the

boxes to ball milling area3he regular and easonal tunnel operators including the karuko are all in the
Minahang Bayan.

3.48 Next to ore extraction is ore processing. There ais® different players in this stage. Some operators

with higher capital also have their own processing plant. However, majority of the processing plant are
owned by someone who is not a SSM operator.
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3.49 In processing ores, there are those who useboarin pulp plant wherein carbon, borax and cyanide
are being used to capture gol@ihere are alstall/rod millsthat usemercuryin capturing gold. All of these
processing plants also use firing method.

3.50 The CSO representative noted that all fh@cessing plants should be contained in processing zones
that are outside the actual mining area.

3.51 Regular and seasonal operators go to carbon in pulp plant. These operators can produce at least 200
bag of ores a month or-B tons of ore. The carban pulp plant cannot process ores in small volume.

3.52 It was reiterated that the karuko would go to ball mills. According to the resource person, processing in
ball mils is usually free. Sometimes the owner of the ball mill even pay for the traaiparcost of the
karuko. This is becaudiee ball mill owner gets 60% of the gold.

3.53 Cold recovery using mercury is only 40%. Since the tailings will ramtie processing plantt0% of
the gold will go to the ball mill owner.

3.54 After procesing is gold refinerylThe refined and unrefined golite being tradedThe tailing from ball
mills will be sold to local traders who are buying unrefined gold. The gold is considered unrefined when it

still has silver content.

3.55 The unrefined gold haght by traders will also be transported to gold refinery. The trading of refined
gold will follow.

3.56 Most traders of refined gold are private traders. Supposedly, the refined gold should be bought by the
central bank.

3.57. The trading of refinedan pv @& (]v Plo ]Jvoup]vkP 82 SE €U &E o0 v §
there are no regulations.

3.58 When the central banktarted imposng a 5% withholding tain 2012 the refined gold went to the
black marketesulting in aapid decline of reenue coming from SSM.

3.59 ComVal has regulations with regard to ore extraction and procesgmch enabled them taeport
revenues comingrising from this activityHowever, there are no regulatiswhen it comes to trading.

3.60 The CSO represative then presented a sample computation showing revenue loss that the MSC
wants to track (refer to Annex C).

3.61 As for SSM cooperative, the resource person enumerated the following observations:

T the cooperative is an aggrupation of mostly induatitunnel owners/ operators
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T it has no direct involvement in the actual mining operations

¥ ]S[* v}S CE *%}ve] o ]v Szdg8IdE ]JvP }( & (]v

T itsearningsarederne(E}u u u Ee<[ }vSE] pusS]}ve

T ]S8[ (}&uU S]}v J* Ul}E }( }u%o] v SShot gb]msdh éh €Bgdyjng tBg Jdwect
business of small scale mining

3.62 Based on these observatioriswvas mentioned that theSSM cooperatives should nio¢ included as a
reporting entity.

3.63 The CSO representatii®m ComVal then presented the foling recommendations for possible PH
EITI and MICC engagement:

t PHEITI to:

¥ Conduct Study to assess and determine how to develop and improve mechanisms for
transparency in the Smaficale Mining Industry.

T Discuss with PMRBs possibilities to make mangatbe documentation and disclosure of
volume of production (volume and ore assaiy)was mentioned that there is already data
on volume of production. But in order to estimate the value of the ore, there should be data
on ore assay.

t Develop separate temates for Ore Extraction and Ore Processibgcause there are
different players in each stage and there are also different revenue streams

T Progressive disclosure of payments and collectibb&Us to report first revenue collections
(2015); once improvedegulatory mechanisms among SSM are in placed, SSM entities have
to disclose payments made (2016); But Volume of Production in SSM shall be incorporated
in the Contextual Information (2015)f the issue with SSM cooperatives will not be
resolved, the indidual members will be asked to report instead. But, there are thousands
SSM operators in the area.

1 Undertake capability building for PMRB and SSM on documentation and reporting

T Provide representation to participating LGUs, SSM and IPs to i@ RISG

¥ MICC to:
T Discuss with Central Bank , MGB &fdon of Local Authorities of the Philippiné$LAR for
coordination and possible deputation of PMRB in the monitoring and effective regulation of
gold trading and other relevant mechanisms

It was mentioned hat there is enough regulation in terms of ore extraction and processing.
However, a significant amount of money actually goes to trading which is not being
regulated.According to the resource person, trading and gold refiners are in Tagum City.
Therefore it was suggested that thBagum Citye include in théransparencynitiative.

In addition, collection of the national governmenfrom SSM industryshould also be
discussedThe CSO representative shared that the local government of ComVal is &fficien
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collecting payments from the SSM. The subnational report actually shows that the revenue
of the local government from SSM activities is higher than the revenue from Apex Mining
Company.

3.64. A representative of the BIR remarked thaatull coordiration with the MGHs needed in order teap
the potential ofSSM

3.65 From the presentation, it was noted thatnly 1 large-scaleminingcompanywascited, which was Apex
Mining CompanyOne member of the MSG asked if theaee other large-scalemining companies irthe
areas, specifically iDiwalwal.

3.66 The resource personoted in the next 2 or 3 years there could be additional companies in the area.
But as of now, Apex is the only operating company in ComVal. As for DinthlvBbdy was infaned that
this is covered by the Philippine Mining Development Corporation (PMDC).

3.67. A government representative commented that the presentatiomizre or less a complete report of
the SSM operations in the area

3.68 Another government representate remarked that the presentation igery informative It was then
suggested that thesame presentation be made to the TWG on economic concern of the BH@&Cthe
MICC itself.

3.69 The body was informed that there is MICC bill on fiscal regimehich is focused on largscale
mining. According to the same representative, the presentatioay helpthe MICCappreciate what is
happening irthe SSM industry

3.70. One of the resource person from ComVal pointed out that the ssallecoalregulation d the DOHs
actually agood model There is acoal miningcompanyin the area that supervisethe smakscale
operatiors.

3.71 The said companyill alsobuy the coakhat the smallscale minersre producingln instances where
there is no coal compay, itis requiredthat the SSM operatr has a mining engineer who é&credited by
DOEBUut this is not the case for smaltale gold mining.

3.72 According to the resource person, they are exploring if this similar arrangement can be done in
ComVal. Iwas noted that there is problem in terms oftax collectionbecause the revenue is not in the
extraction or processing phase but is in tin@ding of gold If for example fexwill buythe unrefined gold

from the smallscale minersthe issue on tax cattion will be addressed since the taxes on gold produced
by SSM operations will be included in the paymentajsx.

3.73 According to the DOE representative, the srsallle mining operations will be supervised by a coal
operator or the DOE providethi¢ permittee employs a futime Mining Engineer.

17



O oo ~NO Ol WN -

A BADWOWWWWWWWWWWNDNDNDNDNDNMNNNNNRPRPRPERPERPERPERPERRERE
NPFPOOO~NOOUBMWNRPFPOOO~NOUPRAAWNPEFPOOO~NOOGAWDNEDO

3.74 The same representative explained thpayment collection is easier in the case afoal. A 3%
governmentshareis collectedbasedon the volumeof coal extractedMeanwhile forgold mining, there are
different products the ore, the processed ore and the refined goldeTollection of LGUs and IPs are based
on theextractedore thoughthe processed ore or theefined gold is more valuable.

X Smaltscale mining in South Cotabato

3.75 According to theesource personSSMareas in South Cotabato that arédeclared as MhahangBayan
can only be found in T'Bol{The presentation material is attached as AnBx

3.76. The Minahang Bayanihan program was developed to address the common issues related to SSM

activities like environmental degradation, sodoltural problems as well as health and safety. The said
program was formed using thigEamework for sustainable miningvhich hasthree aspecs: environment,
economy and socio cultural components

3.77. Essentially, the MahangBayanihanprogram aims topromote sustainable SSM bgspondingto
current SSM issues and concerns, integrating the concegirofergence and good governance.

3.78 The local government of South Cotabato strengthened their policiesS8M regulation and
managementThe followiry policies were developed:
{ Provincial Ordinance No. 07 Series of 2005Z EA]s Iv}Av < #%g&fe mining @and
processing operation ordinance of the province of South Cotabato.
{ 2010 Provincial Environment Code articletMineral and other quarryesources
{ XKX i6U ~ &] « }( Tiiiv vS&]So N v KS8eale@Mining PeshitithyvAnd ‘Safetyo
Z Puo 8]}v /v dZ WE}A]v K( ~}usz }8 38}

3.79 With regard to the issuance @&SM contrets, the original requirements only includénvironmenal
Compliance CertificateeCC), MGB area status clearaaodmining plan & work program.

3.80 The local government then enhanced their permitting system eatgiired additioral clearances and
document from the SSM operator$he SSM operator should i@ a Municipal Environment and Natural
Resources Office (MENRO) clearacedifying legal sources dimber. Moreover, every SSM operatis
required to have &£ommunity Development Projeahd a eforestationarea.

3.81 Since majority of the area is thin ancestral domain, dribal Resolution/Certification interposing no
objectionis also required. There is also a mandatory requirement for the mineatéad scheduled Mining
Safetyand Environmental Managnent orientation and training which is beirmgnducted every Thursday
and Fridg. All registered miners attendrientation and trainings. The local government also conducts area
verification prior to the issuance of thgermit.

3.82 The nonitoring systenof the local government was also improvedll areas withminingapplications
were geetagged and aeo hazard assessmeistbeing conductedn relation to this, the local government
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found outin 2012 that there areactually 10 tunnelslocated inhigh risk area. Astoppage orderwas
immediatelyissued to cease the mining operations in these tunnels

3.83 Furthermore, [ovincial Multi-Partite Monitoring Teams (PMMTs) were creatéd monitor the
regulation of SSM operations asndated under the Provincial Environment Code

3.84. An Anti-lllegd Mining Task Foroeras also created specifically becatngelraulic minings a problem in

the area. To monitor thdransportation of ores,CCTV camerawere installed instrategic areas. SSM
operators are also mandated to subnguarterly mining production report to the provincial office and

regional MGB.

3.85 The body was also informed that there is a regular $&N&tration orientation and issuance of SSM
ID. An SSM ID will liesued to miners who have attended trainings.

3.86. Prior to registrain, the minersare also requiredo submit their birth certificate to ensure that there
are no miners who are underage. bonnection with this, barangay Kematu, the center of mining
operations,was approved by the Department of Labor and Employment (D&i_Evel 3 barangaffrom
level 1)since theproblemregardingchild laboris being addressed already

3.87. It was mentioned that the use of mercury is prohibited under the environmental code of South
Cotabato. Because of this, the local governmerg trainings on alternative environmefiiendly mining
technologies.The resource person shared that BantKita is a partner of the local government in
implementing mercunfree processing technigues.

3.88 One positive impact of the SSM program is therease in quarry and mine revenueromPhp4.8
Million average in 2010the quarry and mine revenuicreasea to Php 15.8Million in 2012 This is a
significant increase considerittigat there are SSM applications that are still being processedoahd35%
havecontracts.

3.89 The SSM program als@wklopedthe social andenvironmentalawarenessof the miners.The small
scale miners themselves decided to have mining holidays. During this holiday, the miners will not mine but

conducttree plantingactivities instead

3.90 It was noted that he miners in South Cotabatye well capacitated and well informed when it comes
to environmental management and safety.

3.91 Another positive impact of the program is an incre@s@articipation and involvema of the smal
scale minersn resolving issues within the mining sector

3.92 Snce thereverues of the povince increased, the local government was ableptovide livelihood
assistance to former illegal minerdhié@budget from SSM development progr&uas also been increased
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3.93 The provincial government also funded the development of the MinalBaygan Centewhere the
miners inT'Boli carprocess their permits andvenpay taxesOriginally, the miners would need to travel for
at least an hourd do these things.

The Minahang Bayan Center is also the area where the training of miners are being conduct

3.94 It was mentioned that women in the area, specifically the wife of the mirmesalso be trainedn
jewelry making so that their familewill have extra income

3.95 If ever the miners have problems, the Minahang Bayan Center is also the area where they can consult.
The local government is trying to professionalize the SSM operations in South Cotabato and they are
planning to further @velop the Minahang Bayan Cent that the miners can also process thiesurance

and Social Security Service (SSS) account in this building.

3.96 As for the sttus of EITI implementation, the municipality ©Boliissued E.O. No. 080 Series of 2013
Nv KE E& & S]JvP §Z ""D dE& v+*% &E v GSectoral GhumVv]o [d]T }D phoSHus

}1§ SJndE.O.T6U ~ E&] « }( Tiit vs§]So N v KE -$Ealé Wiining |RE iittihg "amd o o
Safety Regulation ithe proA]Jv ~ }( ~}usZ }8 3§} _X

3.97. The provincial government regularly posts the quarry and mine revenues in their website, facebook
page and even ilocal print media.

3.98 The local governmenpreviouslyasked assistance from MGB toneene the miners who were then
askedto fill up the required forms to apply for a permitQuarterly submission ofextraction reports by
mining andquarryingpermiteesis also required

3.99 It was mentioned that the provincial government is in fi@cess of developintheir permitting and
extraction monitoring software.

3.100 Mainstreaming of transparency and accountability mechanism at the municipal and barangay level,
mining cooperatives and IPs is another program of the governniéris program was initially discussed

with Bantay Kita.

3.101 The resource persoshared that the local government asked the IPs to present where they spent
their mining royalties. The meeting with the IPs is scheduled on March 4.

3.102 The body was informed that South Cotabatgped region 12 inerms ofmining revenue.
3.103 According to the resource person, the provincial government has the following learnings from the

SSMprogram:
X The government could be an effective facilitator and assistance provider to Small Scale Miners;
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x Transparent and partipatory decisioamaking builds better relationship between and among LGUs,
IWe[U "DU E'"+ v }3Z €& S| Z}o E-V

x Constant dialogue and partnership is key in sustaining interest of SSM and various stakeholders to
participate in the program;

x Facilitating sakeholders in recognizing the need for economic, scaitural and ecological balance
helps promote transparency, accountability and responsiveness.

X These could only happen with shared responsibility, responsive policies, and clear system
backboned with song political leadership and support

3.104 A representative of the governmerdasked to be clarified if there is any regulation from the
processing of ores up to the selling of gold to BSP. If SSM operations are mandatethtirsgdiidto BSP,
the same representative askdubw come the goldjoes to the black market.

3.105 The resource person fronsouth Cotabato commented that to address this problem, the local
governmentis actually planning on developing their Minahang Bayan Center ibtoyang @nter also

3.106.1t was mentioned that the local governmeimitially coordinated with BSPregarding this, asking for
the specific requirements on hote push through with this project

3.107 The resource person also shared that currently, the ngveould travel for about travel 4 to 5 hours
just to sell their gold.

3.108 To clarify, a representative of the government asked if the Minahang BagraterGvouldthen be the
venue where BSP can withhold taxes. The resource person confirmed that¢hiepking at this possibility.

3.109 A CSO representative commented that selling of gold in the black market is common in all SSM areas
and this has been problem for a long time. The same representative asked what BSP is doing regarding this
issue.

3.110 One member of the MSG raised that this issue should be discussed at the MICC level.

3.111 The Chair stated that the role of the MSG regarding this matter is toproljide observations from
the actual experiencesn the groundwhich can inform paties.

3.112 A representative of the MGB shared that the central bai&o built buying stations for SSM
operation Unfortunately, when they imposeda 2% excise tax and 5%ithholding tax, the smaliscale
miners stopped selling their gold.

3.113 Beforethe MSG makes a decisionm what to include or not include in the next repapecifically in

relation to SSM, a CSO representative suggested to conditatlg on the commonalities and differencies
SSM operations withihuzon Visayas antindanaa
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3.114. Another representative from South Cotabato made a presentation specifically on the learnings of the
CSOs in implementing subnational EITI in SSM areas.

3.115 The CSO representative from South Cotabato shared that Bantay Kita is trying to reachlbladal
governmentthat hasSSM operations theirarea. v8 C <]8 %]o0}S epu v §]}v oolidid]v }us
recentlyDiwalwal.Based on their experience, the system of shsathle mining operations from operation to

selling of gold are site spic.

3.116 The same representative highlighted ththe local government specifically therovincial Mining and
Regulatory Board (PMRB) City Mining Regulatory Board (&8, has an important role in regulating SSM
operations since promoting transpamcy and accountability will be difficult if the industry is not regulated.

3.117 According to the CSO representative, the LGUs in areas with SSM operations aragesrio learn
about transparency and accountabilitgowever, the LGUs lack knowledgieout the mining law, the laws
governing SSM operations including proper taxation and sharing.

3.118 The same representative pointed out that the national government anddhgue of municipalities
or cities can help in empowering théocal govenment for them to be guided on what policies to be
developed.

3.119 As for SSM regulation, the PMRB should be informed regardinigetstepracticesn other areas. The
PMRB can use their learnings to develop or improve their policies.

3.12Q0 The CSO represtative mentioned that the local government should be able to generate local data
and determineactual number of SSM operations, populatimiithe miners andwvho finances the operatian

3.121.The body was informed that there are instances wherein KoreansChinesewould visit a SSM
community to buygold or to finance SSM operations.

3.122 It was mentioned that PMRB should be functional in order to capture data regarding SSM production.
According to the CSO representatitbe provincial government isnly asking for a report on the ore
production but there are no reports once the oieprocessed. This is also the reason why data regarding
sale of gold is ndbeingcaptured.

3.123 With regard to eradicating the use of mercury in SSM operations,séme representative from
South Cotabato shared that during the consultation the ratification and early implementation of
MinamataConvetion by the Bpartment of Environment and Natural Resources (DENR), they recommended
that the government should firsnake a study on thé@nplicationof eradicating mercury to the operations

of smaliscale miners.

3124 d} o }E 3 U 3Z "K E %E » v3 8]A «Z E 8Z 8 ]v d[ }o] (JE AE u
the processing plants which are all contained ispecific area. If the mercury will be totally banned, the
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smallscale miners might be forced to use mercury inside their houses or in their backyards wherein the
wastewater would flow directly to the rivegoing down to the rice fielddf this is the caseeradicating
mercury will cause bigger problems.

3.125.Therefore, the CSOs suggested that before totally eliminating the use of mercury, DENR should first
identify alternative technologies and evdimancing mechanisnto support the smaiscale minersand
processing plant operators.

3.126 Based on the experience of Bantay Kita in assisting b@transparency and accountability, it was
mentioned thatlocal governmenhas a significant rolen terms of initiating dialogue between stakeholders.

3.127. The Secretariat recalled thahere was a previous agreement to include SSM in the next report.
However, considering that there is a deadline for producing the reporttherk is no establishedlatabase
yet on SSM operations, the Secretariat suggeshed ascoping study on SSh conducted.

3.128 According to the Secretariaf, @verit is not possible to include thignancial data of SSM ihe next
report, there will be at least information on SSM in the contextual information

3.129 The Chair ®pressed thathe SSM industry in the Philipes deserves a separate repdrécause
discussing it ifust one chapteof the EITteport might not do justice to the complexity and the significance
of the SSM industry.

3.130 One representative of the gernment asked to be clarified on the purpose of conducting a scoping
study.

3.131 To elaborate, the Chair mentioned that that the scoping study will be conductesstablishthe
available information andata on the groundOnce the body has dearer picture of the SSM industryhe

members of the MSG can th@ancome upwith recommendation®n whether or nota full scale report for
ElTIlcouldbe conducted

3.132 According to the government representativieshould be clear that the purpose of tlseoping study
is tomap out the revenue streams of SSM operations and not to idepdifigies to regulate SSM industry.

3.133 The body agreed with the proposal to conduct a scoping study on SSM.
7. Draft Work Plan
7.1. The Secretariatremarked thatthe work plan has been discussed extensively last MSG meeting.

However, during the National Conference, the Secretariat received additional inputs on the work plan
necessitating a revisiomMNeverthelessthe main activities aressentiallyjthe same
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7.2.The Secretariat noted that thegdjusted the budget for the outreach activities in view of the clamor for
more outreach activities to LGUAIso,the development of monitoring tools and systemvasadded in the
work plansince there is a need to strengthéhe monitoring system of government agencies specifically
MGB and NCIP

7.3.Since the body earlier agreed to conducs@ping study on SSNhe Secretariat mentioned that this
will also be added in the work plan.

7.4. For the information of the MS@&embers, it was noted thathe thamber ofMine of the Philippines
(COMP) submitte@ copy of their work planAccording to the Secretariat, several components of the said
work pancan actuallybe incorporated inthe PHEITI work plan likéorums on undersinding the mining
industry.

7.5.1t was mentioned thatonitoring of payments by LGldad capacity building for MGB were also added.

7.6. Apart fromthe addtional activities that were mentioned, the Secretariat reiterated that the work plan
is essentilly the same as the previous one that was presented to the body.

7.7.The Secretariat pointed out that they need the approval of the MSG so that they can submit the work
plan to the hternationalSecretariat.

7.8.One representative of the governmenslked whether theSecretariat hagnough staff to beable to
implement the work plan.

7.9. The Secretariat responded that they are thinking of hiring 3 more additional staff, whatspipart of
the budget.

7.10.Having no further commentshé membersof the MSG approved the 2015 work plan.

8. Draft MIC(Resolution Adding New Members to the MSG an@®raft Memo Requiring Agencies to make
their DocumentsAccessible to PHEITI

8.1. The Chair clarified that in order for more new members to be added toMB&, EO 147 has to be
amended. The Secretariat replied that the EO does not define who the meagercies of the MSG should
be. However the EO limits the number to five members.

8.2. ACSO epresentative noted that one of the issues raised by the MSkR&EE S ] $Z DA"N'[« Z v 0]\
issues via consensus. The same representative stated that if there should come a point when a certain issue
cannot be addressed by consensus and should be put to a vote, there could be implications if the number of
MSG memberfrom government is increased, assuming that each repregeve is entitled to a vote.
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8.3.The same CS@presentative reminded the body that the Philippines was included in a study conducted
by the MSI. The study was a comprehensive assessment ofotrerrance of MultiStakeholder Groups
within EITI. The first part of the study involved a review of all the documents produced by the MSGs.

Out of 41 compliant and candidate countries, only 29 countries submitted documents. From the 29
countries, the MSselected 15 MSGs for closer study. 10 countries were interviewed and 5 were visited by
MSI; the Philippines was among the 5 countries visited.

8.4. According to the same CSeé€presentative, the Philippines fared much better compared to the other
countries included in the study. The CS@presentative further shared that during a presentation in
Washington, DC, they were asked to share the governance system of tE8ETPMSG.

During the presntation, the same CS@presentative highlighted the fact thahe PHEITI MSG has fully
documented meetings and a TOR as prescribed by the EITI Standard.

The CSQ@epresentative likewise highlighted the PHd/ D~'[+ % pn 0] Jv u 8]}v 8} «Z}A 87 |E
to the EITI. The same CSO Representative then askegktiretariat if MSI was provided a copy of EO 147.

The Secretariat responded that the MSI was furnished with a copy of EO 147 and the EO is also available for
download in the PHEITI website.

8.5. The same CSO Representative returned to the consensus wating issue mentioned earlier, and its
implications should there be an increase in the number of government representatives.

The CSO Representative shared that during the presentation in Washington, DC, a question was raised
regarding the consensuseathod t particularly if and when the MSG encounters a difficult issue that cannot

be addressed through consenstiand the possibility of the REITI MSG considering an inclusion in its rules

to address the difficult issue by voting.

In addition, he CSQepresentativementioned that based on the data gathered by MSI, the first two years
(as the country is applying for candidacy) show cohesiveness which then tdpense the countnbecoms
compliant. Participation, particularly of the CSOs decreasebMSGs become less functional.

8.6.The same CS@presentative further mentioned that validation will not only cover the actual EITI report
but will also include a validation of the MSG governance and CSO participation, as there is a special protocol
for civil society participation.

8.7. Aother issue raised by the CSépresentative is the presence of an internal grievance mechanism, or a
set of clear and explicitly stated rules on what the MSG will do should there be a violation among the MSG
members How the MSG will settle these matters, especially in relation to conflict of interest, is somethin
that the body should work on.
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8.8. Another matter raised by the MSI report is regarding the periodic review of governance arrangements,
currently absenin the PHEITI MSG structure.

The same CS@presentative then mentioned that the business sector has yet to provide the MSG with a
copy of the basis for the selection of industry representatives as these are not available on-Eid@IPH
website and theMSG TOR.

8.9. The Chair also added that this should also be required of government representatives, particularly on
the minimum level of seniority allowed to represent the agency in the MSG, e.g., government
representatives to the MSG must at least béizsion chief or an OIC division chief.

8.10. The CSO representative then added that further comments raised by the MSI report included the
DA'[e % ]15C S} EEC }us 3Z ]E ps] U P }PE %Z] o ]JA E-]3C
Representativdurther noted that the MSG as currently composed is 22.5% female.

8.11. The MSI study further notes that in many countries, civic space is shrinking in terms of access to
information, organizing and participation. Specific to EITI, a civil society ptot@s circulated and part of

the requirement was to ensure that members are fully capable and that there is genuine participation from
Civil Society. Genuine participation in this regard means that stakehota®erns, especially those at the
communitylevel, are brought to the fore in MSG discussions.

8.12. The same MSG member mentioned that the matter of representation is an important one for EITI in
general as the members of the EITI International Board will change, including the Chair.-ERE Bl
Hv EP} <*Julo E ZVP U ¢« HEE v3 D uu E+[ 8§ Eues AJoo H% C 1

8.13. The Chair inquired regarding the action required from the MSG, in response to the report.
8.14. The CSO representative suggested that the MSG start by addressimgaté needto work on.

8.15. The Secretariat then provided additional input regarding the number of MSG members and the
consensus building process, which was similarly brought up during the national coordinators meeting in
Myanmar.

The sentiment bthe International Secretariat is that consensus building is the ideal and primary mode of
decision making because once one puts a numerical requirement for voting, it diminishes the motivation of
the body to come up with a decision via consensus. Pmyidn alternative to consensus might result in
DA'e }%3]vP 8} ~iped A}S _ }v }v3 v3]}ue u 85 Ee+ Jves PO %o pEep]vP
Secretariat is concerned, consensus is the preferred mode of decisa&ing.

8.16. The Secretariat &m stated that with regard to the other provision, the MSG can amend the TOR and
then the internal rules of the RHITI to igorporate the recommendations.
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8.17. The Chair stressed that clarifying the selection process for all sectors is importaneas theeed for

active discussion in the MSG. This should, therefore, be a requirement for all sectors. For government, the
representative must at least hold the title of division chief (or equivalent) to ensure that the person has
enough experience and ivbe able to participate in the discussion during meetings.

8.18.With regard to gender balan¢e¢he body wasinformed that the CSOs agreed to have a male alternate
member if the full member is female, and in vice versa

8.19.As for the government, ivas noted that gender balance is not a concern because the member of the
MSG is actuallthe agencyandnot the individualwho is representing the agency

8.20.The chair pointed outhat government agencies aednstrainedwith their structure. Therefee, if the
full MSGmemberis female they cannot impose thtite alternate should benale.

8.21.There was a suggestion for the MSG to indicate thatstakeholdersare encouraged to select a male
alternate member if ever thdull memberis female. A CS@presentative noted that this system of
selecting will not be required but it can be stated that the MSG encourages the stakeholders to follow this.

8.22.As a way forward, theeBretariatsuggested thathe government and the industrgectorsubmitthe
documentation otheir own selection process

8.23. The Chair then asked the representative of the two sectorsubmit saiddocumentation to the
Secretariabefore the next MSG meeting.

8.24.1n relation to gender balancehé chairexpressed that hang balance of voices in the discussion is
more important. Also, the capacity or authority of the representative.

8.25. In addition it was mentioned that as long as the appointd®&G members can articulate the
sentiments of the sector or the agency they representing, their gender is not an issue.

8.26.A CSO representativeted that there are actually national laws that requgender balance. The same
representative then reiterated that the suggestion is for the MSG to make a proactive statehmnt t
whenever possible, stakeholders should ¢phave gender balance.

8.27.The discussion regarding MICC resolution was deferred by the Chair. In the meantime, the proposed
new members of the MSG will be part of the TWG.

8.28. The Chair added that mant agencies will just be invite attend the MSGdepending on the
agenda.

8.29. A CSO representative shared that during the last CSO conference, therema®a to include IP
representatives in MSG since most of the mining areas have IP comrsunitie
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8.30.The Chair clarified if the suggestion was to add another sector in the MSG.

8.31. The CSO representative explained that the IP representatives will be part ofC&@®@s.The
representative of the IPs will be the sixth member of the CSOs in the MSG

8.32.1t was mentioned that the Chair would not watt add MSG memberst this momentif this would
require the amendment oEO 147. According to the Chaither agencies will just be invited to attend the
MSG meetings whenever it is necessary.

8.33 One member of the MSG commented that the IPs could also be invited if there is a need for them to
attend the MSG meeting.

8.34. With regard to the draft MICC memo requiring government agentiesnake theirdocuments
available, the MSG members were aghe provide feedback to the Secretariat by the end of the.day

9. OtherMatters

X Calendar of activities

9.1.The Secretariat shared that tlealendar of actiiies is included in the kit. It was noted however tliaé
scheduleof the activitiesmay chage.

9.2.For the information of the body, the Secretariat flagged the follovéativitiesfor the month of March

X Roundtablediscussion with &ate andCongress
As mentioned earlierthis isscheduled oMarch 18 and 19.

X Myanmar visit
It was mentionedast MSG meeting that Myanmar EITplianning to send 16 delegates who ak
MSG members. The visit wilbincide withthe next MSG meeting because the delegatest to
observe how an MSG meeting is properly conducted.

The delegates also want to hea separate meeting with eaatf the sectors in the MSGThe
Secretariat proposed that CSO representatives meet with the delegates on the day of the MSG
meetingso that they do not have to again travel to Manila.

In addition, the delegates also watd visit a mine siteThe Secretariat is alreadypordinating with

COMPregarding this According to the Secretariathey are looking at Carmen Copper Toledo,
Cebu.
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The Secretariat noted that, if the MSG would prefer, the next meeting can also be cedduoct
Cebu However, this is subject to thevailability of the MDTF.

9.3.For the nonth April,a «3u  v3[s (}Epu Aloo }jvups X }& JvP 8} sz ~
from the UP Shool of Economicsare currently helping them, they are thinkind conducting theforum in
the UP School of Economics.

9.4.The body was informed thatfarum with reporting companies also scheduled in April. The aim of this
forum is toget more companies to participate for the next report.

9.5. Starting May, the Secretariat will again be doing roadshows to disseminate the first EITI report.
Template workshops will also be conducted during roadshows. According to the Secretariat, the specific
sites for the roadshows were already identified. They are hoping thatsbme of theMSG membergan

join them during roadshows.

9.6.1t was reiterated that the International Secretarstheduled the visit of the ElThairpersonin the first
week of JuneTheir goal is for the EITI Chairpersonmeet with Senators, Congessmen, some MICC
members,Cabinet Secretaries andhopefully thePresident. In addition, a prevalidation workshop will be
conducted by the ElTiternationalScretariatduring this period.

9.7. An industry representative shared that FINEX is requgstim a forum/presentation from the
Secretariat or anyone from EITI.

9.8.The same representative noted that FINEX wanteldelp in disseminatingr communicatingvhat EITI
is. The body was informed that FINEX prefers a breakfast forum conducted beMaeand June

9.9.The industry representative then asked if FINEX needs to prepare a letter regarding this request.

9.10.The Chair responded thats abasis for the presentation, FINEX should subnhétter specifying what
they want to know regardig EITI.

x Financial report

9.11.The Secretariat presented the revistdancial report which includes details regarding tnee of the
2014 budget.

9.12.For the government budget, it was reported that the actual expenditures last year amountedpto
10.4 Million. The Secretariat clarified that this does not inclube activities that were funded bglonors
andbank executed grants given by thiéorld Bank.For the National Conference alone, it wasecifiedthat
World Bank has given around Php 6 Mdili
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9.13.The Secretariat explained that they were not able to include the expenses covered by the development
partners since the money was not cursed through the Secretariat or DOF. The paymenisagerdirectly
to the contractors, consultants etc.

9.14.0n top of thePhp10.4Million, the DOF alsgaid for the report launch last February which was around
Php 4.9 Million. The said evewts originally under MDTF.

9.15.Then the next part of the repolit the detailed budget for 2015 wherethe MDTHunded activities
were already included. The total budget from the governmisrdground Php 6 Million while there is a Php

45 Million budget from the MDTF-.

However, based on the work plan, the total budget for the entire EITI implementatiimpig0 Million. The
Secretariat explainethat development partners will be requested to cover some of the expenses.

ADJOURNMENT

There being no other matters to discuss, the meeting was adjouahéf:28 PM.
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Beginning with the end in mind
Objective setting vis-a-vis report structure

Feedback Moving forward

T Understanding and recognizing |Having tangible measures (i.e.,
specific key messages that each |KPIs) to determine whether
stakeholder would wish to objectives were achieved.
impart and convey in the EITI
report.

T Varying understanding on the
overall objectives of EITI .

T Uncertainty on the overall report
structure based on the newEITI
framework.
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Getting the message across
Concise yet comprehensive

Feedback Moving forward
T Challenge in understanding Considering engaging technical
technical terms (accounting and |writer to assist in the drafting of
auditing) and jargons the report.
Incorporated in the report.
Information. financial reconciliation and key
changes in contextual
information (e.g. regulations,
etc.).
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Time is of the essence
Beating the deadline

Feedback Moving forward
T Short and tight turnaround of Setting reasonable time and
reports leading to finalization in | cutoff date for parties to provide
December. and furnish their respective

+Moving cutoff for the submission |templates.
of requests.

T Legal restrictions and barriers to | To augment TWG or MSG with
full disclosure. identified industry players.
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I
Inadequate funding
Anticipating similar difficulties

Feedback Moving forward
T Emphasis on fund variances Determining alternative
albeit limitations recognized at procedures should reconciliation
the onset. prove to be not feasible.
T Appreciating overall immaterial
unreconciled variance of only Fully engaging regional offices

obtain full support and ascertain
collaboration.
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This publication has been prepared for general guidance on matters of interest only, and does
not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained
in this publication, and, to the extent permitted by law, [insert legal name of the PwC firm], its
members, employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining