PH-EI

Philippine Extractive Industries Transparency Initiative

I “Working towards more transparency and accountability in extractive industries.”
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John Martin Arreola Secretariat
Rhea Bagacay Secretariat

RESOURCE PERSONS:

Sittie Butoan Bangko Sentral ng Pilipinas (BSP)
Abigael llagan BSP
Pocholo Domondon PricewaterhouseCoopeftsla lipana
Corina Molina PricewaterhouseCoopefisla lipana
AGENDA:

X Minutes ofthe 26" MSG meeting

X Matters arising from previous MSG meawas

X Presentatian of BSP @licies on goldrading

X Presentation of scoping study on nametallic mining operations

x Presentation of updates on the EITI report

X Other matters

1. Call to Order

1.1. The Philippine Extractive Industries Transparency InitiRMEITI) MultiStakeholder Group (MSG)
meeting was called to order &:10 AM.

1.2.The proposed agenda was presented and subsequently approved by the body.
2. Minutes of the 26 MSG meeting

2.1. The Secretariat sharethat the minutes of the meetig was circulated to the Mulstakeholder
Group (MSG) and no commemtgre received

2.2.The Chair gave the MSG membam®ther weeko comment on the minutes

3. Matters Arising

3.1. Establishment and management of a revetinged databaseThe Seatariat reportedthat the
contracts portal is already functioning. In additjginwas also mentionedhat the process of gathering

supporting documents fom the Mines and GeosciencesBureau (MGB) is still ongoinghe said
documents are intended to be umded in the contracts portal.
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3.2. Offer of Timor Leste to conduct training for the-PHI MSG on the Petroleum Fund ProcEss
Secretariatrecalled that the MSG decided tiefer the discussion of this item in future meetings.

The @air noted that trere has been annstruction for the Secretariato make a concept note for the
proposed training.

3.3. Copies of Bureau of Internal Revenue (BIR)MGdB reports tothe Department of Budget and
Management (DBM) regarding their collections pecdl GovernmentUnit (LGl and percompany:lt
was reported thatBIR and MGRere requested tgrovidethe copies of certification of sharesf local
government units tothe Independent Administrator (IA)The secretariat noted that the 1A will give
updatesregarding this matter.

3.4. Addressing Legal Barriers to EITI Implementatidme Secretariatrecalledthat the draft resolution
supportingthe Tax Incentive Management and Transparency Act (TIMB&)circulated and stilho
commens were receivedrom the MSG members.

3.5. TheChair suggested thathe resolution be deemed approved since thiss beerpresented to the
body and there were no comments submitted to the Secretariat.

The body agreed.

3.6. Secretariats Institutionalizationt was shared that Director Tan of the Depaetmt of Finance (DOF)
is still reviewing the proposal tOBM.

3.7.TheChairinstructed the Secretariat to draftfallow up memoregarding the review of the proposal

3.8. Draft EITI Bill:The Secretariat shared that thkechnicalWorking Group (TWG)n the EITI bilinet
three weeks agdo further discussthe salient features of tharaft bill. Among the agreements i®
expand the powers and functions of EITIt was mentioned that the bill will give EITI the power to
compelagencies to give data aseWas to exercis@versight functions on the reportingrocess ofEITI
participatingagencies and companies.

3.9.According to the Secretariat, the TWG members atp@edthat the DOF should still be in charge of
implementing EITI.

3.10. On the issueof whether participation inthe EITIshould bemandatory, it was shared that the
recommendationof the TWG igo integrate EITI reporting in the reportorial requirements of the
government agenciesConsequently, whatevesanctions are imposed by the agesxifor ron-
compliance of these reportoriakquiremens will be the same sanctions imposed for nparticipation

in the EITI process.



© 00 NO Ol WN -

A D W WWWWWWWWWNDNDDNDNDNDNDNDNDNMNNNRPEPPRPPEPERPEPEPRPRPR
P O O© 0O ~NOO UL, WNPFP O OOONOOOUOOP, WNPEPOOOWLOWNOOGPM~WDNLEO

The Secretariatfurther elaborated thatthe MSG will not be tasked to impose sanctions, rather it is the
responsibilityof the reporting governmentgencies as part of their regulatory functions.

3.11. Acording to arepresentative of theQvil Society Organizations(CSOs), it is clear that EITI
participation of the companieds going b be mandatory based on the draftllbiHowever, the same
representative clarified ithe sanctions are going to be identifibg the government agencies.

3.12. TheS=cretariat clarified thathe sanctions will be based on existing laws since EITI participation
will just be integrated in @sting reportorial requirements ajovernment agencies.

3.13. Anindustry representativepointed out that since thegovernment ageneis are also required to
report and participate in the EITI procesemn-participating agencies should also be sanction€lde
same representative asked how will the government agencies be sanctioned.

3.14.TheSecretariatexplained hat the agreement of the TWG is to hire a consultahb will draft the
bill, which will be reviewed by the MSG.

3.15.The CSO representatigeiggested that the consultant be also taskeddwiew existing sanctions
in terms of rgorting andthen ask theMSGdiscuss if thesare acceptable or not.

3.16. Uploading of MGB DocumentShebody was informed that thecanned documents are currently
being compressed to be uploaded tive contracts portal. However, it was reported that arous@?o of
the environmental reportstill needsto be scanned.

3.17.The Secretariat shared that the MGB personnel handling these documents areqaé@piedwith

the preparationsfor the annual Philippine Mine Safety and Environment Association (PMSEA)
conference next week, abey are the organizers of the sa&lent. This is the reason why some of the
documents have not been scanned yet.

3.18.TheChair asked ithe scanning of the documents can &ecomplished by the end of thesar.

3.19. The Scretariat responded thascanning can beompleted ifMGB can make all the documents
available.

3.20.A CSO representative askéal be clarified orhow 100%completion of documentss defined. If it
pertains t0100% of all the companies that are required to reportl60% of whatMGB has providetb
the Secretariat The same representative noted thathat was submittedby the MGBmay not all be
from the companiescoveed by the report

3.21.TheSecretariatconfirmed that it is based on all theportingcompanies.
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3.22.Another CSO representative asketh# mining company operating in the Autonomous Region in
Muslim Mindanao ARMM is included

3.23. The MGB regesentative clarified thatmining companies located in ARMM ar®t being
monitored by theMGB central office since ARMM is covered by a sep@afmrtment of Environment
and Natural ResourceBENR

3.24. ACSO representative noted that it is importdar the IAto includein the contextual information

of the report the reason why mining companies operating in ARMM were not covenecklation to
this, it wasshared that the Department of Justice (D@38uied an opinion that mining licenses should be
issued by the national government however, the MGB in ARMM is issuing license fosdalge
operations.

The samaepresentative furthered that as part of the contextual information, it should be mentioned
that there are two largescale mining compange operating in TawTawi. According to the CSO
representative, there is legal question on whether these operations are legitimate or not.

3.25.The CSO representative expounded the suggestion and mentioned that the legal question and the
regulatory capaity of MGB ARMM including production audit and environmental monitoring should be
discussed in the contextual information in order to have a complete picture.

3.26. Sekction process for MSGembers:The Secretariatmentionedthat this matter has beepending

for quite some time The body was informed that only the CS&d&l PAFhave given their process of
selecting MSQGepresentatives It was mentioned that the Secretariat is still waiting for the selection
process ofhe Chamber of Minesf the Philippirs (COMPand the Government sector

The Scretariat pointed out that the submission of the selection proceissimportant and that the
transitional arrangementf the MSGnembersis also part of the meeting agenda

3.27. Anindustry representative askedthen the members wiliransition. In responsethe Secretariat
said thatthe term of all the MSG members will endJanuary2016

3.28. To clarify, the Secretariat mentioned thais up tothe sectorsto decide whether the current
representatives will be retainedor do a rotationbut still retain some of the current membets
preserve institutional memory.

3.29. The representative fronthe Petroleum Association of thePhilippines (PAP)sharedthat their
annual meeting is scheduled February Henae, the selection of new MSG representatives will be in

February2016

It was mentioned that the oil and gas sector already submithesir guideines on the selection process.
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3.30. As for the government sectar the Chairstated that government agencies that should be
represented in the MS@ere identifiedin EO147.

The Chaimrequestedthe DOFrepresentativeto write down the processstating that the agencies
participating in the MSQ@re identified inEO 147and the determination ofthe specific goveiment
representatives isipon the discretion of th&ecretaries

3.31 Board of InvestmentsBO) and BIRncentives TheSecretariat reported that aequestto provide
the MSG with a copy of the list of incentiwgas already made the Ways andVieans Committee.

In addition, it was shared that BOI asked the consent of Semirara Mining Corporatitindisclose the
incentives of the companylhe body was informed th&emirarasenta letter statingthat they do not
} i 88} K/[* ]+ o}wjin@ntiyésSThe saidtter is ircluded inthe meeting kits.

3.32 One member of the MS&sked ifSemirara Mining Corp. already signed the \B#Rr/er.

The Secretariat responded that Semirara has not yet signeldupdates orthis will be given latern the
meeting.

3.33 Proposed amendment to the Local Government Code (UG@ps recalled that theDILG
representativesuggestedto commission a study first. The Secretariat mentioned that hiring of the
consultant for this wilbe part of thework planfor next year

3.34 MGB regional directors should beconvened The Secretariat mentioned thatthe MGB was
supposed toinvite PHEITI to the meeting of thtMGB regional directors last October. The intended
purposewas toinform all regional directorabout ElTIsincethe scopeof the report next year will also
cover smalscale and nometallic mining

3.35 The MGB representativexplainedthat there was no expanded meetirgst October However,it
was mentioned that the MGB will hae® expanded medtg n January or Februa016

Thesame representative stated that they will invite thecgetariatto the expanded meeting next year.

3.36 ACSO representative suggestexdorganize a separate meeting with the MGB regional directors
and not rely onthe schedule of the MGB expanded meeting. This is to make sure that there is a
dedicated time to discuss EITI implementation.

3.37. According to thesecretariat they made the same suggestibat due to time constraints and since
the schedule of all regnal directors has to be considerethe MGB recommended that the EITI be
discussed during the expanded meeting.
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3.38 The CSO representatiggated that theMGB needs to make sure th&tTl is included in thegenda
of the expanded meeting.

3.39. Summary of ore shipmentt wasshared thata summaryof ore shipmentper company should be
provided by the regional directorfer the year of 201&nd 2014 The MGB representative was asked to
clarify if this information will already hiecluded in the repding templateof MGB

The MGB representative confirmed that information on ore shipment is included in their template.
3.40. BIRwaiver. The Secretariatrecalled that there wereompanies that proposetb amend theBIR

waiver. HoweverMSGmembersagreed not to allow such revisions becausenitay encourageother
companies talsocome up with their own versioaf the waiver

3.41 Another agreement was for the Department of Energy (DOE) to explore the possibility of

requesting Semirara Mining Corp. éxecutethe waiver as presently crafted. It was shared tB&E has
been scheduling a meeting with tlsaidcompany but it keeps on being postponed.

3.42 TheSecretariat mentioned that another meetingith Semirarasscheduled (S & S} C[e.u

On the other hand, it was mentioned that according to Director Abad of DOE, Semirara already signified

its intent to participate.

3.43 In relation to this, a rpresentativeof the oil and gas sectomentioned that some of their
membersare also proposig somerevisions to the waiverThe same representative recalled that they
submitted their suggested revisions last year but M8G rejectedheir proposalon the basis that other
companies have already signed the waiver.

3.44. Considering that this y& is a new cycle of reporting, the oil and gas representative statedifthat
the MSG would still not accept revisions because some companies have already signed thesarawer,
of the PARMembers mighfind it difficult to agreeon signing the waiver.

3.45 The Chair noted theconcernraised and mentioned thatthe 1A will give updates lateon the
number of companiethat have signed the waiver

3.46 National Commission on Indigenous Peoples (NfuiBglines:The Secretariat shared that NCIP
was aked to funish the MSG witha copy ofthe guidelinesstating that NCIP should not collect
administrative costs from the companies part of the stipulations in the MOAST his matter is still
pending.

3.47. Updated list of companies operating in ancekttamains:it was mentioned that this is another
pending deliverable of th&CIP However, the Secretariat shared thBOFprovided this information
which was already relayed to the IA.

The DOF representativaarified thatMGB was the source of the infoation that they provided.
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3.48 Malampaya fund It was reported thatthe 1A will give an update later on their data gathering
statusregarding this matter.

3.49 Gold wliciesof Bangko Sentral ng Pilipinas (BSH)e Secretariat mentioned that there was
suggestionast meetingto invite BSP to present thepolicies ongold trading. The said presentation is
part of the main business of the meeting.

3.50. Information on thelicensing pocess:A clarification was made with the International Secretariat
regardingthe requirements for the inclusion of information on licensing processes in the rdpovas
shared that the feedbac&btainedis that they would want to seea categorical statement in the report
that all the approved licenses have been madespiant to existing laws and regulations.

3.51 In addition,it was mentioned that a categorical statement tive procedure for approving licenses
and the technical and financial criteria ussldould beinduded. The Secretariat statatiat the list of
applcants for oil and gas as well asining licensesshould also be part of the report including a
statement if bidding rounds were conducted.

3.52 The CSO asked the MGB representative if gsasment of applicanter licenses idased onthe

track recad of the company orthe track record of the beeficial owners of the companyn case one
person is part of two different companies, the same representative asked if MGB will assess the
application based on legal personality and track record ofdbmpary or the individual ownes of the
company.

3.53 The MGB representatives responded tliathe processing of permjtthe company has to comply
with mandatory requirementsvhich will be evaluatedn the MGB regional office up tathe central
office.

3.54 The CSO repsentative gave an example wherein one of theners of a company that has been
suspendedy MGB set up a new company and appliedlicense to operateThe same representative
asked if MGB will assess the applicant as owner of the suspamiepany or just as a new applicant.

3.55 The MGB responded that it will bassessed based on the mandatory requirensebut the track
recordof the ownerwill also be looked intoThe MGB representative clarified that there are owngfrs
the company ad there areoperators.

3.56. ThesameCSO representativehared that there is one large scale mining operation tied been
violating MGB regulations buhe owner of that companys currently applying fora black sand mining
permit under adifferent conrpany name.

3.57. The MGB representativexplained that ilan operator will be hiredthe transfer of assignment and
Memorandum of Agreement (MOA) between the owners and operators will be assessed and signed by
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the MGB. It was reiterated that MGB will @lfook at the tack record of the operatorHowever, the

same representative expressed that he is not familiar with the details of assessing license applications.

3.58 The CSO representatiyoposed that the issuée flagged for future reporting of HIWhere
beneficial owners vis a vis issuance of licenses and contracts will be covered.

4. BShresentation on gold trading plicies

4.1. Two BSP representatives presented the organiz#itipalicies on gold trading. The presentation
covered the buyingnd selling program of BSP, as well as the benefits*dVdeld buyingactivitiesto
the Philippines and current efforts to strengthen gold buying operatipins presentation material is
attached as Anneg).

4.2. A brief background on BSP gold opierag wasfirst given, explaining thalPresident Marcos gave
the directive for the central bank to establish a gold refinar974. It was shared that in year 1979, the
London Gold Marketvhich now the London Bullion Market Association (LBlMApally reognized the
gold refinery as an acceptable melter and assayer of good delivery bars.

4.3. The laws that govern golttading were also discussed suchR& No. 7076 (199Which states
that all gold produced by smadcale miners shall be sold to the @ahBank.According to the BSP
representativethe said law wagnactedand developed to help the smatale miners.

4.4. Another significant law is RA No. 7653 (199&)irsg that the Central 81k may buyand sell gold in
any form, subject tahe reguktion that the MonetaryBoard may issueThis also stipulates that the BSP
may also buy gold as part of itgernationalreserves.

4.5. The MSG members were informed thBSEPhas aResponsible Gol&ourcing Policy whicls a
commitment made to ensureZ § $Z ~AW][e+ gpldfEodugtscomplies with the standards set by
the LBMA

4.6. The BSP representative then discussed the gold buying pragjréme organizationBSP purchases
gold from gold sellers, smaltale miners, traders, and panners.

4.7. The gold is bought in pesos and the price is determined by the prevailing international gold buying

price and prevailing peso dollar exchange rate. The gakeisrefined intoforms that areacceptable in
the international bullion market. However, s of the gold may also be manufactured irgemt
finished material in the formfograins and sheets for +gale by the BSP.

4.8. The BSP repsentative highlightedhat the organizatiorhas five existing buying statisfocated in:
Quezon City, BaguiBity, Naga City, Zamboanga City, and Davao City.

4.9. The representativehared the following requirementsr selinggold to the BSP
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letter of delivery and sale

customer information packet

risk assessmerthecklist for source of origin
governmentissied ID and dxIdentificationNumber (TIN)
ID picture of the selleand authorized representativé any
registered bank account details

X X X X X X

4.10. According to the BSP representative, sash¢he presentrequirements for acceptance of goly
the BSRs tha it should be in bar or disofm and should be free of mercury, amalgastags and other
foreign matter.

4.11.The BSP representative also gave the specific dimensions and weight required that is acteptable
BSP. It was also noted that the gold showg@dra minimunygold assapf 30%

4.12 The presenter also discussed the payment scheriag followed by the BSR.was reportedthat
BSP pays an initial amount equivalent to 99%hef value of delivery based aeceived weight and
preliminary assaylhen from this,2% excise tax and 5% creditable withholdingwékbe deducted

4.13. It was explained that thinal settlement ofthe balance shall be paidpon completion of final
assayA breakdown of theleductions foiprocessing cost and metal meery factors were given.

4.14. The summary of the gold purchaspsr region was also presented. It whghlightedthat starting
in 2012 the amount of gold purchased by BSP dramatically decreased because of the imposition of the
7% tax on the gold froramall scale miners.

4.15. In relation to thegoldseling program of BS’SZ & % E + v3 S]A «Z @DepdimentsZ W]

of General Services (DGS) gddiins and sheets of goid the Security Plant Complex in Quezon City.

4.16.Theselling priceof goldis again based otine prevailing international market price and peso dollar
exchange rate. Also a service fee bpR.55per gram(for gold grains) and Php 7.25 per gram (for gold
sheets) is charged including 18%lue Added Tax/@T).

4.17.TheChair clarified if theVATIs only 10% and not 12%he BSP representative respondbdt they
will confirm this with their office

4.18 Following the discussion on the selling price, a flow chart was presented on how interested
individuals can buy golidom the BSP.

4.19.The BSP representative mentioned that purchasing gold is beneficial for the country because it

builds up internationbreserves using local currendiyersifies reserve portfolio, and ensures fair trade
for small scale miners.

10
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4.20. Currently,it was mentioned thaBSP is reviewing the tax regiroa smallscale minersand they
are strengthening dialogues witthe sellers of gold

4.21.The Chair askedtifiere were any discussion in ti&SRwith regard toreviewing the organizat} v [ ¢
functions and mandate to buy gold from smadlale miners.

4.22.The BSP mresentative responded thaRA No. 7076till provides themandateof the BSPIt was
mentioned that becauseéulk of the purchases of B&8Bmes from small scale miners, wha$P is doing
is reviewinghe 7%tax impositionon the smaltscale miningector.

4.23 One member of the MS@ised that it might be interesting to compare the selling price of the
local exporters to the selling price of BSP

4.24. The Chair clarifigfiBSP is mandated to only buy gold from srea#lle miners.

The representative of the BSP clarified that the siedlle miners are mandated to sell only to BSP but
the BSP can buy to other sellers.

4.25 According to the CSO representative, they werrmed that small scale miners aractually
selling gold to large scale minefhe same representative asked if BSP have already conducted a study
with regard to this issue.

0X70X pe }( $Z <]Pv](] vS§ E -+ ]v he\BSRepiegchtadvestate@tijo U S
consultations were conducted in provincesere a large percentage of gold were being purchased
According to the same representativene of the thingsthat surfaced during the consultations is that

the decrease in selling of ghto BSP is due to the large disparitythe selling price given théax
imposition.

4.27. TheChairinquired whetherBSP also buys gold from larggale mining operationg.heChair noted

that if BSP is also buying gold from lasgale mining which iglso mandated to pay the 2% excise tax,
then the decline in the purchase of gold by BSP might be due to other issues other than the imposition
of tax unles BSP is only withholding tax framaltscale miners andot from large-scale.

4.28 The ndustry representative shared thator many years, the small scalgners have not been
taxed. This is the reason why there is resistance from the sector when they were asked to pay taxes
According to the same representativéet questionthat needs to be askeis if the country is benefiting

now thattaxesis beingimposed but the gold isot being sold tdhe central bank.

4.29. As for the largscale, the industry representative mentioned thatthe pastthe only reasorwhy

their companies do not sefjoldto the central lank is because the refining chargee highercompared
to refineries abroad.

11
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4.30. The same representative stated thdt the refining charges of the Centralafk were
internationally competitive, they would be able to buy more gold flange-scale mining companies.

4.31 The DOF representativeentioned that it is a governance issue whether or not to withhold excise
tax from smallscale mining According to the same representative inist good fiscal policyo exempt
the sector fromtax just because the governmeec&nnot withholdtax.

4.32. In addition, it was mentioned thahé monetaryobjective of selling gold to BSP should be
balanced with theextraction of the resource. éhce, the operatorshould pay and compensate for the
utilization of the resourceThe DOF representative noted that removing the tax imposition is basically
allowing the miners to extract theesources for free.

4.33. In terms of gold buying, the IA asked if the BSP only accepts bullion and not dore.tfdmre IA
shared that most of the gold producers are selling their products in dore form which still contain
impurities.

4.34.According to the IA, if BSP is not accepting dore since this is still subject to processing then it would
be more convenient for gapanies to sell their gold outside the country.

4.35. An industry representative responded that BSP accepts dore.
5. Presentation orscoping study of the nommetallic mining sector

5.1. The consultanfior the scoping study orargeScale Non-Metallic (LSNM)mining and quarryingn
the Philippines presented thaitial findings(the presentation material is attached as Anngx B

5.2. For the information of the body, it was mentioned thia¢ tscoping study coverdte following:
legalandregulatory famework forLSNM

X revenue strams and financial arrangements

x list of areas and companies witfsNM operations

X case studiesf 3 areas

x

5.3.The consultant notethat the laws and regulations govengj largescale metallic mining which was
presented last yeaalso apply to,SNM andind quarrying.Therefore, the consultantill only highlight
the major distinctive features applicable t&NM

5.4. The consultant noted the differencbetween quarry resources and nanetallic mineralsby
providing the defirtions under RA 7942t was mentioned that for purposes of the scoping study, the
consultant treated both largscale development of quarry resources and smetallic minerals as a
single sector separate only from the largeale metallic mining industrynd smaliscale mining.

12
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The consultant shared that the data from the M&lBotreat these sectors as one.

5.5. With regard to exploration permit, it was shared that the term for the LSNM is 2 years, renewable
for like periods, but not to exceed a totadrin of 4 years. The consultant noted that this is shorter
compared to the total term for the metallic sector which is 6 years.

5.6. A CSO representative clarified if LSNM operators can only renew once given that the maximum term
is 4 years.

5.7. The condtant explained that the law provides for the renewal that should exceed to 4 years but
the law also gives some flexibility in terms of renewin@iiring the time of exploratiornof example jf

a company did not make a Declaration of Mining Project iba#g (DMPF) within 4 years, the MGB
could still allow further extension of the term provided that it is only for the purpose of issuing the
DMPF.

5.8. With regard to largescale quarrying, it was mentioned thawore than onefinal mining area may be
filed in an applied area. However, the aggregate of all final mining areas for all mineral agreements
should not exceed the maximum limits provided by the law.

5.9. The consultant alsooted that the largescale and sma#icale n-metallic mining operatins are
treated as one iithe data gathering

5.10. The consultant also presentétle governmentagenciesand other bodieghat are mandated to
regulateLSNM minin@nd quarry resourcest was mentioned that the Department of Environment and
Natural Resorces DENRis the primary regulating government agency while MGB is directly in charge
of the administrationand disposition of mineral lands and mineral resourdether agencies discussed
were the DOF, BIR, BOC, D@F&a, BONCIP and LGUs

5.11 Interms of the evenue streams and financial arrangemernt® consultant pointed out that LSNM
mining and metallic mining sector.

5.12. As for the cement industry, it was mentioned that the consultant looked into the Cement
Manufacturers' Association ohé Philippines (CEMAP) annual report in 2012.

5.13. The consultant shared that in the said report, CeMAP issued a statement that they have
successfully influenced the government guidelines (EO 79) so that cement induskgmnipted from

the general proviens that all new mining agreements will be on hold until new mining revenue
legislation is passed.

In addition, CeMaP also stated their 2013 report that theysucceeded in convincing the executive
branch (e.g. DENR, NEDA, DTI, etc.) and Congressnptemen-metallic mining (including cement)
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from proposed tax increases. Howev#re consultant noted that she has not seen any document that
would support these claims.

5.14. ACSO representative clarified if all of thmaterials produced by the nemetallic sector are locally
consumed. The consultant answered in the affirmative.

5.15 It was also shared that the cement industry has been lobbrayail income tax holidays with the
justification that theyhave significant contribution® the economy.

5.16. The consultandiscussed thgpayments of the LSNM sector to timational government including
income tax, excise tax, mine wastand tailing fee, custom duties and fee¥AT, documentary stamp
tax, capital gains tax, harbor or port fees and atfees/chargesOther payments to the LGU were also
enumerated and discussed.

5.17. The consultant themeported the areas and companiesith LSNM operations. According to the
consultant, there are 55 registered LSNM and quarrying companies that areaVifr@duction Sharing
Agreement (MPSA) holders but only 44 are shown in the website of MGB.

X 44 largescale noAametallic mining/quarrying companies
0 28inLuzon
0 8in Visayas
o 8in Mindanao

x Product
0 25 limestone & shale (including marble)
0 1 dolomite
o 10 clay gilica, bentonite, zeolite)
0 6 aggregates
0 2sand & gravel

5.18.The size of areas covered by the MPSAs per region and per stage of operatialsovasesented
to the body In addition, the LSNM companies operating in each region were enumerdieel.
conailtant mentioned that one of the biggest player in the LSNM sector is Holcim Phils.

5.19 A brief background othe potential case studies wagvenby the consultant. According to the
consultant, the three provinces where there is a significant LSNMhgnioii quarrying operations are

Cebu, Rizal, and Bulacan.

5.20 Based on the definitions presented by the consultanCSO representative asked the MGB to
clarify whether black sand mining falls undgrarryingor large-scale noAmetallic mining.
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5.21. The MGB representative responded that black sand is considered metallic because of its iron
content. The CSO repredative then shared that in somareas only a quarrying permit is needed for
black sand mining.

5.22. According to théMGB representativewhat happened in the past is that the companill first
apply for quarrying permitput because it has commercial disposition on metallic, the company also
needs to apply formineral processingpermit. However the same representative explained that
companieswould nowhave to apply for MPSfor metallic miningif they want to go into black sand
mining.

5.23.The CSO representative then asked if there is already disaggregated dat@vanay black sand
miners are in the exploration and operation stage

The MGB representativ&hared that there is no disaggregated data on black sand mining operations.

5.24. ThesameCSO representative asked if MGB has instructiongsUghat continue to issue quarry
permitsto black sand miners. In relation to thtke CSO representative also inquired whether MGB has
the capacity to monitor or differentiate between regular sand quarry and black sand mining.

5.25 The MGB representative responded thitaere are monitoring activities for black sand mining. It
was maeitioned that black sand cannot bsold unless itcame from a legitimate sourceThe ame
representative furthered thatthe Mining Industry Goordinating Council (MICC)has a resolution
regardingblack sand mining.

5.26 One member of the MSG recalled th#tere was an issuance last yedirecting all local
government not tasste permits for black sand mining.

5.27. A CSO representative askédthe consultantwas able to get employment datan LSNM sector
Another representativaaisedthat MGB has garterly industy report which includes information on
non-metallic and metallic mining operations however, the data for these two sectors were aggregated in
some variables. For example, there is only total employment for both metallic and quarry operations
The same CSO representative then proposed that the MGB disaggregate their data in the future.

5.28 The MGB representative shared that thggregatecemployment datan their reportcomes from
the DOLE.

5.29 The (hair clarified if MGB does nogenerde its own employmentdata of the mining industry. In
responsethe MGB representativeated that they require theompanies taeport employment figures
in the integrated annual report but some companies are no complying.

5.30Q In relation to LGU datag representativeof Bureau of Local Government Finance (BlsBBjed
that there are currently working with the Department of the Interior and Local Government (DILG) to
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incorporate the information required by EITI in thé&lectronic Statment of Receipt ad Expenditure
(eSRE)

5.31 It was mentioned that pilot testing ofthe onlinereporting of payments to LGUs scheduled on
November 24, 2015According to the same representative, the system roll out will be in December
2015. The members of the MS@m invited in both events.

5.32 Going back to the issue on expansion of mining operations, a CSO representative asked if there are
requirements that needs to be complied with before a company can expand their operations. The same
representative askedf ithe company would also consult with the people in the community before
expansion.

5.33 Thescoping studyonsultant responded thabased on the law, an evaluation should be conducted
by the MGBbefore any expansionis granted. The MGB should checkhi¢ ttcompany is complying with
the terms and conditions of their agreement. According to the consultant, the Environmental
Management Bureau (EMBJIso has to make sure that the company is also complying with the
provisions in the Environmental Compliancetifieate (ECC).

5.34 A CSO representatiweiggested to request data from EMB on LSNM mining operatioRggion
XII because Holcimperates in the said region but this was not included in the list presented by the
consultant.

5.35 Going back to thextension of the term of exploratiogne member of the MSG asked if the
companies are still allowed to extract during the time of extension. The MGB representative responded
that there should be no more extraction since the extension is only for thegserpf completing the
DMPF.

5.36 The CSO representatives pointed out that some of the companies that applied fenetatic
permit have been exploring for as long as 18 yeal®e same representative asked if MGB is actually

doing a review of these easions.

5.37. According to MGB, they are reviewing these extensions and this why many MPSAs have been
canceled already.

5.38 Amemberof the MSGaised that there is a lack of monitorisgstem in the mining sector. It was
noted thatsanctions cannobe imposed unlessdiligent monitoringwill be done.

5.39 Theconsultant proposed that the MSIGrmally engagehe Federation of NoiMetallic Association
of the Philippines. The Chair asked the Secretaridradt a letter regarding this.
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6. Presentaton of updates on theEITI report

6.1. Two repreentatives from the Isla Lipamgve updates on the status of th&'2ountry report. A
progress report on both the reconciliation report and contextual information were presented to the
body the presentatbn material is attached as Annex C

6.2. The IA shared that they receive®6 reporting templates out of the 38 confirmed participating
entities.

6.3. For the confirmed material companies or thestities that havemore than Phpl billion worth of
revenues, only CTP Construction and Mining Caryl Citinickel Mines and Development Corporation
have not submitted their templates

6.4. The IA updated that thie-scope entities cosr 95%o0f the original targeted mining companie®%
of whichhave alreadysubmittedthe reporting template

For oil and gas on the other hand, threscope companiesover 97%of all of companies. The IA shared
that for this sector, all material companigave submitted their templates.

6.5. ThelAgave asummary ofmaterialand norrmaterial companies thatleclinedto participatefor the
2" report including those that haveo operations for the year of 2013t was mentioned that SR
Languyan is the only material company that declined to participate.

6.6. The Scretaiat clarified that the MSG already agreed that participating entities will be limited to
material companies. In this regard, the Secretaadvisedthat in presentinghe updates, the IA should
refer to the number of material companies. For example, how manyeriagh companies did not
participate

The Secretariat added that the IA can just provide an explanation in the report thamataial
companies are alsincluded in the report for didosure purposes but they are not counted in the
computation of thescope for material companies

6.7. The IA responded that in thpresentation of theactual report the materid companies will be
segregatedrom the nonmaterial entities

6.8. To clarify, he IAstated that there are 2Thaterial companies; 23 from mimj and 4from oil and gas
sector. The IA further clarifiethat out of the 23material mining companies, 20 have submitted their

templates while 2 have outstanding templates and 1 declined which is SR Languyan.

6.9. ThelA clarified that the 32 mining éities indicated in the table include all the material companies
as well aghe nonmaterial companies that have submitted their template.
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6.10. The @air reiterated the suggestion that for purposes of reporting, the IA shaddstraight to
reporting onthe material compnies. In relation to this, a CSO representative suggested that the 1A put
a noteunder the table stating that there are other companies that reported but they are classified as
non-material.

The body agreed.

6.11.The IAstated that the sameapproachwill be appliedfor revenue streams, the material revenue
streams willalsobe segregated from the nematerial revenue streams.

6.12. The CSO representativwmmented that in the report, the 1A should emphasize that the reason
why the MSddentified the material companies is to cover a significant portion of the sector given the
time constraints. The suggestion is being made because -material companies should still be
encouraged toparticipate on the EITI processincetheir local opeations may also have a significant
impact.

6.13. he same representative further statatat the IA should explain thahe material companies are
material in terms of revenue and not on the extent of operation.

6.14. The IA gave an update on ttemplate submissiorof the government agenciefor the BIR, it was
mentioned that the IA isstill waiting for information on non-large tax payerdsrom the concerned
Revenue District Offices (RDOS)

On the other handit was shared thateconciliationproceduees for BOC and DOE data are alreany
going.The IA then shared that the reportingmplate of MGBis still for approval of theDirector.

6.15. The MGB representative respded that they have submitted initiadata to so that the IA can
proceed with thereconciliation. lewever, the approved one has not yet been submitted to the IA.

6.16. Going back to the BIR data, the IA shared that certain iatgée mining companies are still
included as part of the registration of RDOs and not under the jurisdictibargeTaxpayers Assistance
Division(LTADYf the BIR central officéThe IA mentioned that data from RDOs canbetreleased yet
because there are 10 companies wiave not signed the waivers.

6.17.The Scretariat clarified that only 3 materiglompanies have not subnid their signed waiver
Aside from SR Languyan that declined to participabe, temainingmaterial miningcompaniesthat
needs tosignthe waiver areAdnama andCltinckel All other waivers of material nelarge taxpayers
were sibmitted to LTAD. The next step is for the LTAD to transfer the waivers to the RDOs.

6.18.A CSO representativecalled that the MSG agreed to include in the repgutv MGB ispending
their 10% share in royalties from mineral reservation. The sameesepitative asked if IA has the data
on the budget and audit of the 10% share of MGB.
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The 1A responded that tlyehaveinitial data on this.

6.19.The CSO representativtarifiedthat the 1Aneeds to capture not just the budget but including the
final expenditure of the 10% share.

6.20.According to the same representativi@irectorJasarenmf MGBmade a commitment that th&hp
1 billion penalty from Philex will be put in a trust fund to compensatee people affected by the
accident. The MGB wasquestedto make a report orthe saidfund for inclusion in the reportlt was
noted that the suggestion was supported by Ms. Halcon of COMP.

6.21.The IA then reported thatut of 72LGUs that are covering largeale metallic mining activities,
only 16 hawe not submitted their templates As for LGUs covering coal operations, 14 out of 34
templates are still pending.

6.22.The body was informethat the NCIP has not satitted their reporting template while DBM data
in the share in national wealth is currd®n being reconciled. The IA shared that they received the
template of DBM last week.

6.23. Another IA representative expounded that theconciliation of DBM data will be done in in two
layers. Te first one will be theon the reconciliation of actual dbursemens to the different LGUsnd
the other is on theamount allocated based on theceiptsreported by the different collecting agencies.

6.24.TheS=cretariat requested thassistancef BLGRo follow uponthe LGUs thahave not submitted
their reporting template.

6.25. A CSO representative askéat the suggestion of theA in terms of tracking or reconciling the
SDMP of companie$t was recalled that last year, the MSG cannot verify whether the reported SDMP
figures are accurate of not becauS®MPs are-gear plans.

6.26.The lAexplainedthat the firstoption would be a comparison on the independent data of MIBB.
casethere is no information, théA will do a sampleelection of certain transactiofifom the SDMP. The
IA furthered that the report will only cover top ®r 10 SDMRransactions hence it will not be aoverall
encompassingudit of the SDMP

6.27. The same representative shared that they tried to leverage on certain audits conducted by the
MGB. However, based amhe discussins with thesaid agency limited audits were conductedFor
instance in 2013MGB only mentione@ auditson this fund. The |IA stated that ensuring the accuracy of
the activities done through the SDMP may still be a gap that would have to be raised2H téport.

6.28.A CSO representative askedhié MGB can providé¢he information for the baskne year of the
SDMPreports. If for example, a company reported that they are in théry8ar of implementing the
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SDMP, then the IA would just have tockdrack and see the production data and costs reported for the
two previous years. In this case, SDMP expenditures in the next years can be already be reconciled.

6.29. The same representative asked if MGB has data on the remaining balance of compaiRyg SD
including how much were spent each year.

6.30.The MGB representative responded tI&8DMP expenditures af®ing monitored semiannually.

6.31. The CSO representativequestedthe MGBto provide the IA with whatever data they have in
terms of trackng SDMP expenditure and let the 1A provide recommendation on how interpret the data
and include it the report.

6.32.The MGB representative statethat he will first verify if they have the information that is being
requested.

6.33.A concern was raiseithat if the information on SDMP still needs to be culled from MGB reports,
then this will be an additional task for the IA. However, this is not included in their Terms of Reference
(TOR).

6.34. In response to this concern, the CSO representative recemaed that the regional offices of
MGB be asked to submit SDMP data in excel form.

6.35. The Secretariat responded that the IA can include the requested SDMP data as long as the
information will readily come from MGB and it is just a matter of includingthe report.

6.36. According to the Chair, the MSG needs to knowdbherent state of theMGBdatafirst. The data is
there but the MSG des not know what is the state and form of the available data. The MGB
representative was asked to provide a cagySDMP data so that the MSG will know the status of the
data. The Chair requested that the data be submitted to the MSG on the week of Novenfther 23

6.37. ThelA noted that the companies have been requested to report their actual expenses as well as
the mandatory funds that should be maintained based on their declared operating cost. The IA
explained that in case there are discrepanctbgy will tryto engage the companies to clarify how the
SDMP funds were treatett. waspointed outthat the IA onlyhas 2012 and 2013 data.

6.38.According to the IA, if the information on the expenses for each year and the data for the baseline
year are readily available then they can easily include it as part of the report.

6.39. For the purpose of reconciling 22 and2013 information the IA mentioned that they at least
have the data to show whether the company is idedicit or surplus situationThe IA also noted that
they can look at the financial statements of the companies to verify the accuracy of thdldsdtthey
reported.
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6.40.Theinitial results of thereconciliation pocedure werethen presented by the IA. It was shared that
there is a Ph.12million pre-reconciliationvariance in the mining receipts

6.41. According to the IA, the more mateliaariances were from Carraddsickel Corporation and
Philex Mining Corporation.

6.42.The IA reported thathey are almost done with the reconciliation procedure fdramdgas sector.
The reportedvariance idess that 26. The same representative canied that the remaining items to be
reconciled ardrom Shell Philippines Exploration B.Mido Production GalgandChevron Malampaya
LLC

6.43.For the contextual informationhie IA reportedhat they were able to confirm that DBM monitors
the release of funds. fie IAshared that they werable to review four projects completed for the year
2012 and 2013inder the malampaya fundrhe 2012 cosis aroundPhp 1.9 Trillionwhile projects in
2013amounted to Phpt.9 Trillion.

6.44.1t was shared thattlte Department of National Defense gBthp 1.2 tillion from the Malampaya
fund while the NationaElectrificationAdministration gotPhp 5.6 blion.

6.45.1t was noted thatDBM does not havanformation on the current ending balance so the IA would
needto coordinate with the Bureau of TreasuigTr)

6.46.TheCSO representative asked if the DBM identified the specific projects bithagencies.

The IA reported that the foyprojectsrefersto the following:

Weather high endurance class amdining of navy personnel
electrification program and bangay line enhancement program
Mindanao modular generator sets

re-painting of superstructures

X X X X

6.47.With regard to SOEs, tH& mentioned that the EITI International Secretariat highlighted that the
following items shouldbe includedin the report barter arrangementsdividend policy, outstanding
loansprovided by SOEs to different mining projeaigasi expenditurs being done by theSsOEsand a
statement if the SOHsave corresponding ownership in cerianining projects.

6.48.The IA representative continued that they were ablectmfirm three of the items. According to
the 1A, they have confirmed that there are goasi reportingand barter arrangementbased ontheir
discussions with PMDC and PNO®Ge IA furthered that they were able to confirm that PMDC has
outstanding loansrbm different government banks.
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6.49.In addition, it was mentioned that Carmen Copper hasoutstanding loan &m Land Bank which
was settledm 2014. ThelA shared thathey arestill waiting for confirmaton from 4 other companies
that disclosed loans from local banks, but have not yet specifibdther a portion of the loan is
attributed to Land Bank

6.50. According to the 1A, an enumeration of the mining contractast tANOC and PMDC have will be
included in the report.

6.51.The next steps for the 1Ato continuewith the reconciliation procedures. The IA shared that they
scheduled the reconciliation untiNovember 27while the draft report of both the contextual
information and reconciliation report is due on December 4.

6.52. he |Astated that the aimis to submit tothe report to the hternationalSecretariat by December
18, 2015 This would mean thathe MSG members have two weeks to review and comment on the
report.

6.53 The MSG members requested if the IA can submitditedt contextual information ds editedby
the technical writer) bywednesdaynext week The IA mentioned they will try to talk to the technical
writer regarding this.

6.54. Going back toD®/P data, the MGB representative requested for an extension of deadline to
submit the requested data since the environmeiision of MGB will be hosting the PMSEA next week.

7. Other Matters

7.1.Succession Planninghe secretariastated that theterm of the MSGnemberswill officially end on
January 2016. However, it was noted that theernal rules provide that sectors can come up with their
own mechanism to retain institutional memory.

7.2. A CSO representativelayed that they have decided thanost of the representatives will remain
but they will make a final decision in the generaleambly n February2016 However, twoof the
members havalreadyexpressedhat they willrenew their term

7.3.The CSO representative shared that they aganizing IP representatives to possibly take the place
of the two outgoing members.

7.4. The @air noted that DOE has to be reminded that they aecritical componenbf the MSG. The
same representative also notdtat if the MSG want$o invite an IPrepresentative then the selection
process must be discussed.

7.5. A CSO representative shared that on November 25 an activitybaitbrganized to process IP
representatives if they want to be part of the MS. The same representative notdéltat having anlP
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representative is not a requirement of éhEITI however they are tracking which MSGs hi#e
representatives.

7.6.The chair noted that as far as representation is concerned there may be conflicting positions in one
IP communitythat is why processipis very important.

7.7. The CSO representative shardidht the approach is to provide technical assistance to IPs under
BantaK]$ [* %o (E}RilEhey can make their own coalition.

7.8.The chair notes that the government sector has to abide by tlesd® ofthe P v ] [ « & S &E] -

who are their principalsThe same representative also mentioned that by July there will be new
secretaries.

7.9. Updates from the EITI International Boafdhe secretariat shared th&llalawi was just accepted as

a canddate courry, making itthe 49" EITI participating country. The board also agreed to establish a
working group to work on the proposdisr the validation procedures (presentation material is attached
as Annex D)

7.10. Testing of validation procedureShe secretariat mentioned that there are five countries that are
scheduled to undergo validation during thest quarter of the year, namelghana, MongoliaSao Tome

& Principe Solomon Islands, andnior Leste. Since thdiscussion on refinements of ¢hprocess of
validation is still ongoing, these countries will undergo ilot testing of the revised validation
procedures, althoughthe outcome of thatvalidation will notdetermine if the country will be a
compliant country or not.

7.11.The secretagdt continued that the procedure would be a combination of secretariat review and
quality assurance by an independent validator. The international secretariat will do the validation
process, and then whatevéindings they come up witvill be validated byan external evaluator.

7.12. Afterward the findings will be reported to the validation committee of the EITI board. The
secretariat shared that the results will be presented for sideration by the board in Kiebu will not
have implications othe cauntry [ status.

7.13. The secretariat also notes that the formal validation for these 5 countries will commence on
January 2016Also, countries thathave validation schedule for January 1, 2016 have two possible
options:

1. Combination of secretariaeview and external validator.

2. The usual prochure where they will procure amdependent administrator applying the

same standards and validation procedure.

7.14. Implications for the Philippine$he secretariat shared that right now the countsywaiting for the
final decision on the validation procedure, which will be released by February at the next board meeting.

23



© 00 NO Ol WN -

A DA D W WWWWWWWWWDNDNDNDNDNDNDNDNMNNMNRPRPRPPEPERPERERERPRPREPLER
N PO OO ~NOOUUPRAWNPEPOOOOLONO OGP WDNPEPEOOONOOOGPMAOWDNDIPRELO

The Philippines is also awaiting decisions to the refinement of the standard. It was noted however that
the current standard will nbbe watered downTherefore compliance of all material companiessidl a
must.

7.15.The secretariat sharedhat for the Philippines, it is more prudent to proceed followthg current
standard.

7.16 Election of Country Representatives from the gowent: The secretariat shared that by
November 2Qcountries are encouraged to submit to the international secretariat inputs regarding the
selection procedurdor country representatives. On November 27, the International Secretariat will
finalize seledbn procedure and by December 18 countries should submit the names of their nominees
to the international secretariat. This only applies to country representative for government, another
procedure is applied to the CSO and industyresentative, which i start in January 2016.

7.17. The secretariat shared that right now the proposal is to add another seat to the board for
implementing countries. The proposal is to graxquntries according to region. right now Ministerd3i

from Timore Leste is the taknate member, representing thregian. The secretariat stated thahe
Philippines might wartio nominate a government representative.

7.18.The chair asked who is the authority that is suppose to nominate. The secretariat stated that there
areno rules on nomination yet.

7.19.The CSO representative suggested that the MSG nominates a name and send it to the president for
approval. The DOF representative agreed, and stated that if the nomination comes from the Office of
the President they might not kaw who is the most appropriate person.

7.20.dz Z J& v}S S§SZ § areipteonaidnp( seddcment of government people, it is coursed
through the office of the president. The chair asked what are the requirements for thegoosit

7.21.The ®cretariat responded that it has to be someone in the senior level. The same representative
proposed to set a deadline for the MSG members to submit names until the end of the month, then in

the next MSG meeting in Dember 4, it can be discuss&hom to nominate.

7.22. Another CSO representative suggested to do the nomination now, and respectfully nominated
Asec. Habitan for the position.

The chair noted the nomination.

7.23.The CSO representative mentioned that it can be communicated to the FinaocseBy that the
MSG agreed to nominate Asec. Habitan to the board for his consideration.

7.24. Open Contracts Portarhe secretariat reported that prior to the OGP summit in Mexico, the Open
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Contracts Portal was launched, which was developed with NIR@Isecretariat shared that the website

is already up, and all contracts are in open format. Th&trstepis to make use of NREIltool in
resourceproject.org, where information form the reporting template of the companies will be uploaded
there as well,*} §Z § A  }v[8 Z A 3} }u p% A]3zZz v A 8}}oU 1ingA AjJoo
mechanisms of NRGI, which asery useful.

7.25 Updates from the global conference in Liniae secretariat shared that there will be two awards
given during the confemce, and we aresked to participate. Firss the impact story award where a
narrative of how EITI has created anpiact onthe Philippines will be sent. The Secretariat asked the
body if they are interested to join, because an entry has to be sent.

A C® representative notedhat EITIPhilippines can already cite the following: improving the systems
for the transfer of share of local governments, identifying gaps in terms of governance and regulation.

7.26.The chair noted in fact the Department of Bedlgs changinggs current process

7.27.A CSO representative agreed that a ative of PHEITI should be senthe body agreed.

7.28 The secretariat shared that there will be a national expo in the conference where aganphet

of EITI will be stwcasedX dZ S$Z u }( §Z Iv( € v ]*W "&@E}usBcrftgrid