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1. Introduction

1.1 Background

The Porgera Gold Mine is located in
what was once one of the more remote
parts of Enga Province in the Central
Highlands of Papua New Guinea (PNG)
(Figure 1.1). Themineissituated in rug-
ged, mountainous terrain at 2,500 m el-
evation onthefloor of the PorgeraValley
which rises to 3,850 m at the rim. The
annual rainfall is approximately 3.7 m
and daily temperatures range from 10 to
25°C.

The mineis approximately 200 km west
of Mt Hagen by road and 680 km from
Lae, the port of entry for most of the
project’s supplies. The mine's electric-
ity is supplied via a transmission line
from a gas-fired power station at Hides
in Southern Highlands Province. Neu-
tralised minetailing is discharged to the
Porgera River which flows into the
Lagaip River and then the Strickland
River before becoming the Fly River
and entering the Gulf of Papua. There-
fore, the mine’ sinfluence extends across
numerous provincesof PNG (Figure 1.2).

The Porgera Valley is home of the Ipili
people. They are distinct from their
neighbours, the Engans in Enga Prov-
ince and the Hulis in Southern High-
lands Province. Before mining operations
began in 1989, Porgera Station was only
a small out-station with a sub-district
administrative office together with sev-
eral trade stores. The people were in-
volved mainly in subsistence farming
and small-scale alluvia mining.

The first documented discovery of gold
inthe PorgeraValley wasin 1938. Small-
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Porgera Gold Mine locality map
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1. Introduction
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Figure 1.2 Geographic influence of the Porgera Gold Mine

scalemining of alluvial gold commenced
in 1948 and has continued through to the
present. Exploration to discover the
source of the alluvial gold commenced
in the 1970s. In 1984, high-grade gold
mineralisation was discovered and this
led to further exploration, feasibility and
environmental studies. Approval to pro-
ceed was obtained in 1989 when the
Environmental Plan was approved, the
Mining Development Contract (MDC)
was signed between the State and the
proponent, and a Special Mining Lease
(SML) and various Leases for Mining
Purposes (LMP) were granted. Construc-
tion commenced in 1989 and gold was
first produced in 1990. Several expan-
sions have occurred, the most recent be-
ing in 1996. The mine currently employs
approximately 2,000 people of whom
87% are PNG nationals. There are also
significant numbersof local, national and
foreign contractors.

The mine is owned by the Porgera Joint
Venture (PJV) which comprises Placer
Dome (75%), Oil Search Ltd* (20%) and
Mineral Resources Enga Pty Ltd (5%).
Placer Niugini Ltd operates the mine on
behalf of the PIV (hereafter referred to
as‘PIV’).

Based on forward planning, the mine
deposit will be exhausted in 2006, at
which time open pit and underground
mining will cease. At present gold prices,
it isfeasible to continue processing low-
grade ore stockpiles until 2012. There-
after, it is expected to take a further two
yearsfor decommissioning and rehabili-
tation to be completed.

1.2 Proposed Processfor
Closure Planning and
Sustainability

The Porgera Gold Mine has brought pro-
found social, economic and environmen-

tal change to the Porgera Valley. Influ-
ences have also been experienced along
the highway from Lae, especially be-
tween Laiagam and Porgera, along the
powerlineto Hides, and down the Lagaip
and Strickland river systems, including
Lake Murray.

It is intended that this ‘Porgera Mine
Closure Consultation Document’ be used
as the basis for public consultation and
discussion of closure issues for the
Porgera Gold Mine. The document is
public and will be made available to any
interested person or organisation. It pro-
vides an initial discussion of the bio-
physical and socio-economic issues that
are expected to dominate closure plan-
ning for the next decade. The objective
is to provide relevant information to

1 QOil Search is 19%-owned by the PNG Govern-
ment.
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1. Introduction

stakeholders in the project, so as to al-
low for their full involvement in discus-
sionsand planning for themine’ sclosure.

Several factors have influenced the di-
rection adopted in this document:

e Sustainability: this Porgera Mine
Closure Consultation Document has
been developed around the notion of
sustainability rather than simply mine
closure. It tiesin closely with recent
mining industry (and particularly
Placer Domenc.) thinking and policy
on mining and society. Sustainability
also implies a shift from thinking of
mine closure as an event to an ac-
knowledgment that successful clo-
surewill be aprocess, parts of which
are aready underway. In this sense,
sustainability more explicitly encap-
sulates the aims of the process:
sustainability is the result that is be-
ing amed for, rather than simply
mine closure.

e Multi-stakeholder involvement is
essential: PJV is only one of the
stakeholders that will influence the
outcomes of this mine closure proc-
ess. A sustainable future for the peo-
ple of Porgera and other affected
communities cannot be achieved by
PJV aone, but requires substantial
commitment from all stakeholders.

This document provides a discussion of
the current situation, the major issues
facing the mine, the community, and the
other stakeholdersin the lead up to clo-
sure and, where appropriate, outlines
some options for addressing these is-
sues.

The Porgera Mine Closure Consultation
Document is premised on the assump-
tionthat, in the near future, PJV will join
with other stakeholdersin the project to
establish and participate in some form
of committee-based joint closure/
sustainability planning and imple-
mentation group.

It is to be expected that the issues (and
associated options) described here may
be expanded and given different empha-
ses as other stakeholders express their
own views.

1.3 Partnershipsfor
Sustainability

A fundamental principle in PV's ap-
proach to sustainability is to facilitate
the formation of partnerships amongst
stakeholders. PJV aso believesthat there
is a need for capacity building within
affected communitiesto ensurethat they
are empowered to meet the planning and
implementation challenges of sustainable
development, bothinthelead up to mine
closure, and in the post-mine era. Con-
ceptsfor partnerships and capacity build-
ing arefurther explored and discussed in
Section 3.2.

1.4 Stakeholdersin Closure
Planning and
Sustainability

A preliminary list of stakeholders who

have an interest in mine closure and

sustainability planning for the Porgera

Gold Mineisgivenin Box 1:

1.5 PJV'sVision and
Objectivesfor Mine
Closure

PJV’'sVision for Mine Closureis:

‘Leaving behind a better future’

This vision will be achieved through
PJV’'s Objectives for Mine Closure,
which are to:

— Promote public safety and safe-
guard human health.

— Minimise or eliminate long-term
environmental impacts.

— Assist stakeholders in preparing
themselves for mine closure and
in enhancing the sustainability of
their communities and institu-
tions.

— Develop a project-specific, cost-
effective approach to mine clo-
sure.

— Engage stakeholders in a trans-
parent, consultative process that
finds a balance between the many
social, environmental and eco-
nomic issues associated with mine
closure and sustainability.

2 The recent Final Report of the MMSD (2002)
project notes (p. 220) that ‘ The mining company
has a major responsibility for achieving [local
sustainability development], but it cannot achieve
this alone. Communities need to own this process
and organise themselves accordingly.’

Boxl Stakeholders in Closure Planning and Sustainability(Plate 1.1):

e SML and LMP communities within the Porgera Valley.

e Other Porgera Valley communities.
e Small-scale gold miners.
e Hides transmission line communities.

¢ Downstream riverine communities.

e Highlands and Enga Provincial Highway communities.
* PNG National, Enga Provincial, and local level governments.

e PJV and its partners: Placer Dome Inc., Oil Search Ltd., and Mineral Resources

Enga Pty Ltd.

e PJV employees: national and foreign..

e Contractors: local, national, and foreign.

< National and international non-government organisations (NGOs).
e Porgera Mining and Allied Workers Union.

e PNG Chamber of Mines and PNG Chamber of Commerce.

e Suppliers: local, national, and foreign.

Porgera Mine Closure Consultation Document 3



1. Introduction

Plate 1.1 A few of the stakeholders in mine closure and sustainability planning for the Porgera Gold Mine:
A: Yarik Relocation Village on SML; B: Porgera High School students; C: Hides area youngster,
D: Suspension bridge across Lagaip at Sisamin; E: PJV employees and contractors; F: Rehabilitating a waste dump;
G: Small-scale mining; H: Immunisations at Komogato Village (World Alliance for Community Health Program);
I: Highlands Highway in Chimbu Province before repairs

4 Porgera Mine Closure Consultation Document



1. Introduction

1.6 Corporate Requirements

PJV isrequired to comply with the poli-
cies® of its largest shareholder, Placer
Dome Inc.

PJV has its own Environmental Policy
(Appendix 1), which contains severa
statements relevant to mine closure.

PJV has prepared aMine Closure Policy
and Principles statement (Appendix 2)
that is intended to serve as a reference
point for PV as it works through the
mine closure planning process with the
other stakeholders.

1.7 Regulatory Requirements
and Agreements

PJV has considered the closure require-
ments contained within the PNG regula-
tory instruments and other agreements.
In addition, PJV has considered interna-
tional best practice for mine closure as
represented by international agenciesand
industry bodies. The list of PNG and
international documentsreviewedispre-
sented in Appendix 3.

1.8 Impact of Premature
Closure

PJV’s current expectations are that min-
ing operations will continue until 2006,

low-grade ore processing will continue
until 2012 (gold price permitting) and
decommissioning and final rehabilitation
will be completed in 2014.

As with any mining operation, prema-
ture closure (i.e., closure before the
planned date) of the Porgera Gold Mine
could be brought on by external factors,
such as natural disaster, civil unrest, or a
prolonged period of low gold prices.

Premature closure would have a signifi-
cant impact on the closure planning proc-
ess and would result in lessthan optimal
sustainability outcomesfor PJV and other
stakeholders. Theimpact would be great-
est if premature closure wereto occur in
the next few years, but would belessif it
occurred closer to the end of the planned
project life.

Should premature closure occur, the ap-
proach outlined in this document would
need to be modified.

1.9 Structureof this
Document
This document contains three chapters:

e Chapter 1 Introduction: provides
background, outlines the closure
planning process, providesaprelimi-

nary list of stakeholders, puts for-
ward PJV’'s Vision and Objectives
for Mine Closure and outlines corpo-
rate and regulatory requirements.

e Chapter 2 Biophysical Considera-
tions: identifies closure issues and,
for each component, outlinesthe pre-
mine conditions, the present situa-
tion and the situation at closure,
summarises known stakehol der aspi-
rations, and then identifies some op-
tions for closure.

» Chapter 3 Socio-economic Consid-
erations. examinesthe key socio-eco-
nomic issues that confront the
communitiesto beimpacted by mine
closure at the local, regional and na-
tional level. Each sector is handled
by identifying stakeholders, describ-
ing pre-mine conditions and the
present situation, stakeholder aspira-
tions, discussing the major
sustainability issues, sketching avi-
sion for post-closure and then
identifying some optionsfor closure.

3 Moreinformation on Placer Dome’s Health and
Safety Charter and Sustainability Policy is avail-
able at www.placerdome.com.
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2. Biophysica Consderations

2.1 Introduction

This chapter identifies and discusses the
biophysical considerationsfor closure of
the Porgera Gold Mine. Each area of
PJV’s operationsis dealt with by identi-
fying closure issues, outlining the pre-
mine conditions, the present situation
and the situation at closure, summaris-
ing known stakeholder aspirations, and
then identifying some options for clo-
sure.

Itisrecognised that agreement and com-
mitment from stakeholders are required
to ensure that sustainable biophysical
outcomes are achieved beyond closure.

2.2 Biophysical Setting

The Porgera Valley’'s high elevation
(2,300 m at the Anawe Plant), moun-
tainousterrain (Plate 2.1) and high rain-
fall (3,700 mm/a) have presented
numerous engineering challenges dur-
ing the planning, construction and op-

Plate 2.1 Mountainous terrain of the Porgera Valley

eration of the Porgera Gold Mine. The
region is also subject to seismic activ-
ity!. Landslides are acommon feature of

PJV

Plate 2.2 Maiapam landslide (centre at top of photo) advancing on
Porgera Station in 1991

the PNG Highlands (Plate 2.2) and are a
major source of sediment to the regional
drainage.

Given the expected engineering diffi-
cultiesin constructing aconventional tail-
ing storage facility in this setting, and
the risk to public safety if the contain-
ment impoundment failed, the PNG Gov-
ernment approved the discharge of
neutralised tailing to the river system
and allowed the placement of incompe-
tent (soft) waste rock in two valleys near
the mine.

The soils of the Porgera Valley have
generally low fertility and the high alti-
tude is close to the limit for cultivation
of traditional food garden produce
(Plate 2.3). The mountainous areato the

1 The last major earthquake (Richter magnitude
7) in the region was in 1954 at Tari, 45 km to the
southwest.

Porgera Mine Closure Consultation Document 7



2. Biophysical Considerations

south of PorgeraValley, wherethe Waile
Creek water supply dam is located, is
too high (elevation approximately 3,100
m) for traditional food gardens and has
no permanent human settlement.

At the start-up of PJV’s operations in
1990, the population of the Porgera Sub-
district was about 10,000 people, most
of whom were concentrated in villages
and scattered settlements within the
Porgera Valley. The Porgerans lived
largely subsistence lifestyles, based on
cultivation of food gardens up to 2,400
m elevation (the apparent upper limit of
productive gardening for traditional pro-
duce), and some practised aluvia gold
mining. Following the startup of the
mine, natural population growth and in-
migration has raised the population of
the Porgera Sub-district to 22,000 in 2000
(Section 3.3.1). Asaresult of land pres-
sure, settlements and gardening now ex-
tend above 2,400 m elevation where
agriculture is marginal, particularly
around the mine area.

The project’ smajor areas of disturbance
are located in the catchments of four
tributaries of the Porgera River (Kogai
Creek, KaiyaRiver, Maiapam Creek and
Pongema River). These tributaries are
al located in steep-sided valleys with
steep longitudinal gradients.

The Porgera River drains to the north.
The lowest elevation for human settle-
ment in the PorgeraRiver valley is 1,400
m, approximately 12 km downstream of
the mine. Thereafter, the Porgera River
flowsthrough an uninhabited steep-sided
valley for 30 km before joining the
Lagaip River, some 30 km north of the
mine. Very few peopleliveintheLagaip
River valley between the Porgera River
and where the Lagaip River joins the
Strickland River, 113 km further down-
stream. Isolated villages are scattered
along the Strickland River; however, the
total number of people living within 20
km of the Strickland River is about
10,000 over its entire 300-km length.
The Strickland River joinsthe Fly River
820 km downstream of the mine and the
Fly River ultimately discharges into the
Gulf of Papua approximately 1,000 km
downstream of the mine. The Porgera—

PJV

‘5!' = i.: 1 .. : |1 e
Plate 2.3 Traditional food garden above Kulapi Village. Note the mounds for
growing kau kau (sweet potato)

Lagaip—Strickland river systemisshown
in Figure 2.1.

Lake Murray is home to a further 2,000
people and is a located approximately
25 km from the lower Strickland River,
about 750 km downstream of the mine.
Lake Murray is permanently connected
to the lower Strickland River by the
Herbert River and occasionally viaother
hydraulic connections that can operate
when water levels are high in the lower
Strickland River. Theflow inthe Herbert
River is out of Lake Murray for about
90% of the time; however, it reverses
and flows into the lake when the Lake
Murray water level is lower than the
water level inthelower Strickland River.
Theseflow reversal eventsand other hy-
draulic connections transport suspended
sediment from the lower Strickland River
into Lake Murray. Some of this sus-
pended sediment is mine-derived.

The Porgera Gold Mine operations com-
prise various components, most of which
are located in the Porgera Valley (Fig-
ure 2.2). Components|ocated at or close
to the mine include (Figure 2.3):

e Open pit and underground mining
operations.

» Low-grade ore stockpiles.

e Two types of waste rock dumps:

— Erodible dumps (Anjolek and
Anawe).

— Stable waste dumps (Kogai and
Anawe North).

e Minesite infrastructure including:

— Ore processing facilities
(Tawisakale Mill and Anawe
Plant).

— Dynos' explosives plant.

— Workshops, warehouses admin-
istration facilities.

— Workforce accommodation
(Alipisand Y oko camps).

— Roads, helipad and site services.

Satelliteinfrastructure located within the
Porgera Valley includes:

» Workforce accommodation (Suyan
Camp).

» Pangalitalime quarry.

Satelliteinfrastructurelocated outside the
Porgera Valley includes:

e Power generation and a 76-km-long
electricity transmission line from
Hides in Southern Highlands Prov-
ince (see Figure 2.1).

» Waile Creek water supply dam and
pumping facilities, located 12 km
south of the open pit.

8 Porgera Mine Closure Consultation Document
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Key:
LMP - Lease for Mining Purposes

SML - Special Mining Lease

Figure 2.2 Porgera Gold Mine leases

2.3 Biophysical Closure
I ssues

2.3.1 Public Safety and Human
Health

Promotion of public safety and safe-
guarding of human health are key objec-
tives for PJV in its closure planning.
Moreover, PJV iscommitted to utilising
best management practices throughout
the closure planning process to identify,
communicate, and minimise potential
health and safety risks. These objectives
apply equally to employees, contractors
and the general public.

The various phases of mine closure will
carry different typesand levels of risk to
different groups of people. For example,
the demolition and decommissioning of
the mine and associated infrastructure
may pose saf ety hazardsto workers and,
to a lesser extent, the community. For
the post-closure period, protection of
public safety and human health within
the community becomes the focus.

PJV's extensive ongoing environmental
monitoring program is focussed on the
Porgera River valley and downriver en-
vironment. Metal concentrations in ed-
ible aguatic biotaare routinely monitored

by PJV at various downriver locations
(Plate 2.4). The human health of
Porgerans, as well as downriver com-
munities, has been addressed by a
number of specific investigations and

PJV

Plate 2.4 Sampling barramundi for trace elements
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research projects, such as that under-
taken by CSIRO (1996). One of these
research projects is the Health Risk As-
sessment that is currently in progress by
Dr. K W Bentley & JL Dempsey from
the Centre for Environmental Health Pty
Ltd. PJV expects that the results of this
study will be available within the next
few years and can be used in closure
planning and consultation.

2.3.2 Environmental Impacts

PJV began conducting baseline environ-
mental monitoring of the downriver sys-
tem including Lake Murray in 1984 (see
Figure 2.1), well prior to construction of
the mine. Since mine startup in 1990,
PJV has monitored the effects of its op-
erations on the river system and will
continue to do so up until mine closure
and beyond (Plate 2.5).

As mentioned previoudly, riverine dis-
posal of tailing is practised at the Porgera

PJV

Plate 2.5 PJV Environment

Department personnel performing a
river cross-section survey
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Gold Mine as is the placement of soft
waste rock in valleys in erodible dump
configurations. Neutralised tailing from
the mill process is discharged into the
Maiapam Creek catchment. Soft waste
rock isplaced in the valleys of Maiapam
and Anjolek creeks. The neutralised tail-
ing and soft waste rock introduce el-
evated loadings of sediment and metals
(particulate and dissolved forms) to the
Porgera River compared to background
conditions. During operations, the tail-
ing dischargeisthe mgjor source of mine-
derived sediment and metal loadings
(iron, copper, and zinc, etc.).

Production of waste rock from the min-
ing operations is scheduled to begin de-
clining substantially in 2002 and ceases
completely by the end of 2006. As a
result, placement of soft waste rock in
the Anjolek Erodible Dump is expected

to cease in 2002 and hard waste rock in
the Kogai Stable Dump is scheduled to
continue until 2004. Placement of soft
waste rock to the Anawe Erodible Dump
and hard waste rock in the Anawe North
Stable Dump are both expected to cease
in 2006. The discharge of neutralised
tailing to the river system will end in
2012, or possibly as early as 2007 (see
Section 2.4.1.3).

Therefore, loadings to the river system
of mine-derived sediment and metalswill
decline progressively from current lev-
els between 2006 and 2012. After 2012,
the loadings of mine-derived sediment
and metals will decline dramatically.

However, some erosion and metal leach-
ing from the minesite area and waste
storage areas is expected to continue af-
ter closure. Therefore, localised envi-

ronmental impacts are expected to per-
sist within some creeks in the Porgera
Valley andfor arelatively short distance
downstream of the mine in the Porgera
River. These localised, post-closure im-
pacts will gradually diminish over the
longer term (see further discussion in
Sections 2.3.2.2 and 2.3.2.3).

As part of the closure planning process,
PJV is committed to exploring opportu-
nities to minimise and, where possible,
eliminate long-term environmental im-
pacts.

2.3.2.1 Riverine System and Lake
Murray

As mentioned previously, PV expects
to stop placement of waste rock in all
erodible and stable dumps by the end of
2006. Neutralised tailing discharge to
the river system will end in 2012 and

PJV

Plate 2.6 Lower Strickland River and floodplain near Lake Murray
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possibly sooner (see Section 2.4.1.3).
Therefore, mine-derived suspended sedi-
ment and particulate metal 1oads to the
river system will begin declining between
2006 and 2012, or sooner. After 2012,
the loadings of mine-derived sediment
and metals will decline markedly.

PJV expects the closure of the Porgera
Gold Mine to rapidly reduce the effects
of its operations on the river system
(Plate 2.6) and Lake Murray (Plate 2.7),
to the point where they areindistinguish-
ablefromthenatural variability that char-
acterises such a large tropical river
system.

2.3.2.2 Localised Erosion and
Undercutting of River Banks

Steep slopes, high rainfall, frequent land-
slides and the presence of highly erod-
ible rock types make the Porgera Valley
naturally prone to erosion and undercut-
ting of local river banks.

The surfaces of the erodible dumps are
comprised of soft materials that are sub-
ject to erosion and downcutting by
streams. The streams that drain the sur-
faces of the erodible dumps now flow in
a constantly changing, braided pattern.
Wherever those streams flow along the
edge of the erodible dumps, undercut-
ting of river banks and valley wall ero-
sion has occurred, which has led to the
loss of some gardening land (Plate 2.8).

Riverbed aggradation (raised riverbed
levels) has occurred downstream of the
erodible dump toes in the Kaiya River,
the Pongema River and for thefirst 2 km
of the Porgera River below its conflu-
ence with the Pongema River. In these
areas, riverbed aggradation has caused
some undercutting of river banks and
loss of gardening land. However, further
downstream along the Porgera River,
monitoring data shows that no bed
aggradation has occurred. This is be-
lieved to be due to the Porgera River's
steep gradient and high flows providing
sufficiently high sediment transport ca-
pacity to prevent further riverbed
aggradation.

Plate 2.7 Lake Murray with inset of a village

Porgera Mine Closure Consultation Document 13
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In the lead up to closure and in the post-
closure environment, erosion rates are
expected to gradually decline as reha
bilitation of the siteisprogressively com-
pleted, landforms stabilise and vegetation
becomes established. However, some
residual erosion is expected to continue
post-closure, particularly from the erod-
ible dumps. River banks alongside and
downstream of the erodible dumps are
expected to be affected by undercutting
for some period after closure, though the
frequency and severity is expected to
diminish over time.

2.3.2.3 Water Quality of Local Creeks
Suspended Sediment and Particulate
Metals

The gold at Porgera is associated with
sulfide mineralisation that contains met-
als such as iron, copper and zinc. Soils
and waste rock removed from the mine
also contain low levels of mineralisation
and metals.

During the operational phase of the
project, local creeks will continue to re-
ceive elevated concentrations of sus-
pended sediment and particulate metals
due to the discharge of tailing and ero-
sion of the mineralised soils and waste
rock removed from the mine.

Following closure, erosion and
downcutting of the erodible dump mate-
rialsisexpected to continuein thelong
term. As aresult, the presently elevated
suspended sediment concentrations and
elevated particulate metal concentrations
in the local creeks downstream of the
erodible dumps are likely to continue in
the short term, but are expected to slowly
decline over time. The erodible dumps
are expected to be the main source of
mine-derived sediment and particulate
metals following closure.

Other areas of the site, such as the reha-
bilitated plantsite and stable dumps, will
also be subject to some erosion post-
closure, though at much lower ratesthan
the erodible dumps. Over the long term,
these sources are expected to contribute
low levels of suspended sediment and
particulate metals to local creeks, but at
agradually diminishing rate.

PJV

(51 :I gl i £

Plate 2.8 Undercutting of riverbank near the toe of the Anjolek Erodible
Waste Dump in the Kaiya Valley

Metal Leaching and Dissolved Metals
At closure, any mineralised rock that
remains exposed to both water and oxy-
gen provides opportunity for rainwater
and/or groundwater percolation to dis-
solve metals and oxidise sulfide miner-
as. The latter can release mild sulfuric
acid which lowersthe pH thereby poten-
tially dissolving more metals which can
then be transported by local creek wa-
tersto the Porgera River and downstream
environment.

At Porgera, there are several attenuating
mechanisms that reduce the degree of
metal leaching and the impact of dis-
solved metalsin the downstream receiv-
ing environment:

e High levels of carbonate minerals,
which neutralise any acid that is
formed and provide surplus acid-neu-
tralising capacity, occur in the ma-
jority of the waste rock.

e High rainfal (3,700 mm/a) provides
significant dilution in the receiving
waters and, within the waste storage
areas, tendsto keep the material snear
saturation thereby reducing the sup-
ply of air (oxygen).

¢ Much of the catchment of the Porgera
River is underlain by limestone and
the regiona runoff is characteristi-

cally alkaline with a pH 7.5 to pH
8.0. These naturally buffered waters
tend to neutralise any acidity in the
regional drainage, and the high pH
causes dissolved metals to precipi-
tate into less bioavailable forms.

» Thehigh concentrations of suspended
sediments in the local creekstend to
adsorb dissolved metals, thereby
making those metals less
bioavailable.

Notwithstanding the above attenuating
mechanisms, some of the metals (nota-
bly zinc and cadmium) tend to remainin
dissolved form and are transported into
the downstream drainage. The post-clo-
sure behaviour (in terms of erosion and
metal leaching) of exposed mineralised
rock isafocus of current studies?, which
will be continued as part of PJV's clo-
sure planning. The stable dumps (Kogai
and Anawe North) are expected to be
the main source of dissolved metals post-
closure.

2.3.3 EndLand Useand Lease
Relinquishment

PJV will decommission and rehabilitate,

wherever possible, the SML and other

2 Geochemical modelling, and erodible dump per-
formance modelling.

14 Porgera Mine Closure Consultation Document



2. Biophysical Considerations

lease areas, to produce land that can be
reused by the landowners and commu-
nity for one or more beneficial purposes.

PJV will consult with stakeholders to
identify the preferred end land use
option(s) for specific areas of land and
will, wherever possible, rehabilitate ac-
cordingly. It must be recognised how-
ever, that other closure objectives such
as the protection of human health and
safety and the minimisation of environ-
mental impacts must also be considered
in the selection of end land uses.

For some areas, it may be difficult to
reach consensus among the stakeholders
on what constitutes the preferred end
land use. However, it is important that
the stakeholders, in their deliberations,
takeinto account the physical constraints
of the project’s setting and the poten-
tially conflicting needs of the Porgera
Valley communities to promote future
food security aswell as providing access
to land for other future economic activi-
ties.

It is PJV's intention to progressively
decommission and rehabilitate as much
land as possible prior to closure. PIV
also intends to seek phased relinquish-
ment of leases, or portions of |eases, that
are no longer in active use, so that the
land can be returned to the original land-
Owners as soon as practicable.

Some possible beneficial end land uses
might include:

 Subsistence gardening.

e Cash crops.

e Animal husbandry.

e Forestry.

e Bushland resources.

e Small-scale mining.

e Administrative, educational and/or
tourism facilities.

2.3.3.1 Land Stability

The mountainous terrain of the Porgera
Valley, with its generally weak rocks,
steep and unstable slopes, and high rain-
fall, make land stability a key issue for
closure. Beforethe minewas built, areas
of unstable ground were common and,
over time, some roads and buildings be-
came deformed by downslope ‘creep’.
In addition, landslides are common and
have occasionally resulted in damage to
buildings. (Plate 2.9 and Plate 2.10).

These natural characteristics will con-
strain the end land use options and the
permanence of PJV's rehabilitation ef-
forts after closure. Therefore, it is im-
portant to plan for closure with the
expectation that some of the post-clo-
sure land forms, in particular the erod-
ible dumps, are likely to be subject to
the same surface deformation and/or
downslope movement.

Other areas to be rehabilitated, such as
the Tawisakale Mill and Anawe Plant,
are founded on stable ground and thus
post-closure land stability isnot expected
to be a significant constraint.

2.3.3.2 Decommissioning and Salvage
of Assets

Once production ceases, decommissioning
of PV’ sassetswill commence immedi-
ately. PJV's priority will be to salvage
as many of its assets as possible by dis-
mantling, removing and selling those as-
sets and then rehabilitating and making
safe the sites except where re-use by
othersis negotiated.

Prior to the decommissioning and reha-
bilitation of project infrastructure and
facilities, a comprehensive safety man-
agement system will be established that
recognises the new jobs and activitiesto
be performed by employees and con-
tractors. New safety procedures will be
devel oped to minimise safety and health
risks. Employees and contractorswill be
trained in the new procedures and re-
quired to wear appropriate personal pro-
tection equipment (PPE).

A number of chemicals and reagents are
currently used in the mining operation
and milling process. In the lead up to
closure, the inventories of these chemi-
cals will be carefully managed and re-
duced to a minimum level. Any stocks
of chemicals remaining at closure will
be returned to the original supplier and/
or safely disposed of in accordance with
PNG safety and environmental legisla
tion.

Plate 2.9 Porgera police station destroyed by the
Maiapam landslide in 1991

PJV

Plate 2.10 Workshop damaged by the Yakatabari
landslide in 1989

Porgera Mine Closure Consultation Document 15



2. Biophysical Considerations

2.3.3.3 Progressive Rehabilitation
The total area disturbed by PJV’s min-
ing and processing operations to date
(end of 2002) is 1,160 ha, the mgjority
of which is within the Porgera Valley.
Disturbed land can be divided into six
main categories:

e Open pit mine.

¢ Low-grade ore stockpiles (currently
seven in total).

e Two erodible waste rock dumps.

e Two stable waste rock dumps.

e Minesite infrastructure.

o Satellite infrastructure.

The amount of land that has been reha-
bilitated to date in each of the six cat-
egoriesis summarised in Table 2.1.

PJV has undertaken a series of rehabili-
tation trials over the past 10 years. This
has resulted in the refinement of various
rehabilitation techniques that will be ap-
plied during progressive rehabilitation
(Plate 2.11) and also at final closure
(Plate 2.12).

Before rehabilitating an area, landowner
boundaries will be resurveyed and
marked. PJV will consult with the land-
owners and agree on afeasible end land
use prior to the start of rehabilitation.

PJV will rehabilitate as much of the dis-
turbed land as possible prior to final clo-
sure (2012). To date, the active mining
and waste placement operations have
limited the areas avail able for rehabilita-
tion. However, starting in late 2002, size-
able areas of the minesite will begin to
become available for progressive reha
bilitation: Kogai Stable Dump, Anjolek
Erodible Dump and the west wall of the
open pit. PV is currently preparing to
substantially enlarge its rehabilitation
program in early 2003. Rehabilitation of
the Anawe Erodible Dump and Anawe
North Dump will begin near the end of
2006.

The Porgera Gold Mineis shownin Fig-
ure 2.4. This three-dimensional view of
the mine (looking west) is how the site
appears at the time of publication. Fol-
lowing progressive rehabilitation of the
waste dumps and other areas scheduled
to begin in 2003, Figure 2.5 provides a
three-dimensional impression of how the
site will look in 2008.

Plate 2.11 Porgerans planting
grass as first step in rehabilitation
process

Table 2.1 Projected disturbance and progressive rehabilitation at Porgera Gold Mine®

Expected Land Rehabilitated Land Projected to Land Projected to Balance of Land to
Maximum Land to Date be Progressively be Progressively be Rehabilitated
Disturbance (end of 2002) Rehabilitated Prior | Rehabilitated Prior After 2012
By 2012 to 2008 to 2012
(ha) (ha) (ha) (ha) (ha)
Open Pit 240 20 240 240 0
Mine
Low Grade 90 0 30 75 15
Ore Stockpiles
Erodible 295 0 295 295 0
Dumps
Stable 450 130 450 450 0
Dumps
Mine 80 0 15 15 65
Infrastructure
Satellite 110 0 0 0 110
Infrastructure
Total 1,265 150 1,030 1,075 190

*Disturbance and rehabilitation numbers do not include the Hides transmission line corridor, which will be allowed to revegetate naturally should the

transmission line be decommisioned.
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2.3.4 Small-scale Mining

PJV iscommitted to working with stake-
holders to explore opportunities for en-
hancing the efficiency and sustainability
of small-scale mining, while promoting

methods that are safe and environmen-
tally responsible (see Sections 2.3.3 and
3.6).

Small-scale alluvial gold mining was a
primary source of cash to Porgeranslong

before the development of the Porgera
Gold Mine (Plate 2.13). Following clo-
sure, it may become so again. To facili-
tatethis, the PNG Department of Mining
is undertaking a study to assess the

Plate 2.12  Seven-year-old vegetation on a dump slope
near Dynos’explosives plant

Plate 2.13  Traditional small-scale mining

Porgera Mine Closure Consultation Document

17



2. Biophysical Considerations

Anawe Erodible
Dump
o e

Figure 2.5 Three-dimensional view looking west of the Porgera Gold Mine as envisaged by PJV in 2008 - after progressive

Dynos' Fa‘cil?ty

~Oper™Pit Mine

i, . b
- i - L]
oo L
e = .
e
e ]
=,

ml A

Alipis

#.._ Yunarilama Hortaks,
ol 1

L

o+ Bnawé North Sfeble
- Dump,

rehabilitation (2 x vertical exaggeration)

78 Lével Portal

Camp!

W

o
ik

L4

sources of alluvial deposits available for
post-closure small-scale mining within
the Porgera Valley. The results of the
study will be made available to the com-
munity once complete.

It is anticipated that small-scale miners
will also want to work the residual hard
rock gold resources after closure. Spe-
cifically, it is expected that small-scale
minerswill attempt to work the open pit
area, and possibly the old underground
workings, following closure. These ar-
eas are inherently dangerous and will
pose substantial safety hazards to small-
scale miners. If small-scale miners at-
tempt to work the open pit, they will be
exposed to loose rocks, steep slopes
(Plate 2.14) and impounded water. The
old underground workingswould be even
more hazardous. Therefore, PJV cannot
condone post-closure small-scale min-
ing within either the open pit or under-

ground workings. For safety reasons, the
underground mine workings need to be
sealed to prevent future access.

Plate 2.14  Small-scale miner
working a steep slope

Another potential concern is that future
small-scale mining activities may dis-
turb rehabilitated areas and cause ad-
verse post-closure environmental
impacts. For example, PJV intends to
rehabilitate the stable dumps by cover-
ing them with soil and then revegetating
them. If small-scale miners attempt to
strip off portions of the cover, it may
result in increased erosion and/or metal
leaching.

It is PJV's intention to rehabilitate in a
manner that leaves al sites as safe as
possible. PJV will educate thelocal com-
munity to understand the safety hazards
and potential environmental impacts as-
sociated with small-scale mining in open
pit and underground mining areasaswell
asin other rehabilitated areas.

18 Porgera Mine Closure Consultation Document



2. Biophysical Considerations

2.4 Biophysical Components

2.4.1 Underground Mine and Open
Pit Mine

2.4.1.1 Underground Mine

Pre-mining Conditions

The entrance to the underground mine

was used as a food gardening area prior

to construction (see Section 2.4.1.2).

Current Situation

The Porgera Gold Minewas originally a
high-grade underground mine that was
worked between 1989 to 1997. Follow-
ing further exploration, the underground
operations reopened in early 2002 and
are expected to continue until 2006. The
underground mineis accessed viathe 28
Level Portal (Plate 2.15) immediately to
the north of the open pit (see Figure 2.3).
A decline runs from this portal to the
Eastern Deeps orebody, some 130 m be-
low the base of the current open pit. The
decline will be extended to develop the
two other proven orebodies, known as
the Central and North Zones.

Water from the overlying open pit drains
into the underground workings and then
exits via a 2-km-long drainage tunnel,
which has a gradient of 1% and dis-
charges at the Yunarilama Portal
(Plate 2.16) to the Kogai Creek catch-
ment.

Situation at Closure
PJV is required by the PNG Mining
(Safety) Act, Section 52, to seal thedrain-

Plate 2.15 Main entrance to the underground mine - 28 Level Portal

age tunnel and 28 Level Adit and any
other access points to the underground
workings to prevent human access.

The drainage tunnel is not designed to
be a permanent structure and eventually,
it is expected to collapse. Therefore, the
only permanent solution for the post-
closure period is to insert a plug in the
drainage tunnel which will have the ef-
fect of flooding the underground mine
workings and, ultimately, flooding the
lower levels of the open pit so that a
permanent lake will be created.

PJV

NI 5 T el

Plate 2.16 Drainage tunnel discharging water - Yunarilama Portal

ST

Stakeholder Aspirations

Small-scale miners are expected to re-
quest that they be allowed access to the
underground workings. However, thisis
not possible for safety reasons.

Some Options for Closure
Government legislation limitsthe choice
to just one option:

e Seadling all access points to the un-
derground workings; plugging the
drainage adit; flooding the under-
ground workings and creating a per-
manent lake in the open pit.

2.4.1.2 Open Pit Mine

Pre-mining Conditions

Porgera Gold Mine has required the ex-
cavation of the southern end of the min-
eralised Waruwari—Peruk ridgeline that
separates the catchments of the Kogai
Creek and the KaiyaRiver. Mt Waruwari
(2,700 m) islocated at the southern end
of the ridgeline and was covered in oak
and southern beech Nothofagus (Moss)
forest, the dominant forest type at that
elevation. Despite poor soils, steep slopes
and high elevation, the prospect of com-
pensation led to much of the area sur-
rounding Mt Waruwari being cleared and
planted with food gardens prior to the
start of construction.
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Current Situation

The mine is situated on the watershed
between the Kogai Creek and Kaiya
River. Drainage within the pit exits via
the drainage tunnel described in Section
2.4.1.1. The open pit is currently 400 m
deep and coversan areaof approximately
180 ha (Plate 2.17). Some of the old
underground workings, including drives
and backfilled mine stopes, have been
intersected by the open pit.

Further geochemical studies will be un-
dertaken prior to closure to determine
the potential for metal leaching from
rocksin the pit walls and to determine if
mitigating measures are required.

Situation at Closure

At closure, the final pit dimensions will
be approximately 2,100 m long by 1,100
m wide and 550 m deep. Final pit wall
slopes are expected to vary from 18° for
incompetent rock to 52.5° in competent
rock (Figure 2.6).

The majority of the exposed walls of the
final open pit will betoo steep to attempt
systematic revegetation and PJV intends
that they be left as they stand, asis nor-
mally the case for open pit mines. Areas
of the pit wallsthat are suitable for reha-
bilitation are those where brown
mudstone is exposed, namely the west
wall and the haul-road area at the en-
trance to the open pit. Education of the
landowners and other community mem-

West

Final open pit shell

Final underground —»
mine workings

East

North wall

28 Level Adit

g

Drainage tunnel to
Yunarilama Portal

Figure 2.6  Schematic cross-section through the projected final open pit and
underground mine workings

bers on the safety risks of entering the
open pit after closure will be required.

Stakeholder Aspirations

The exposed walls of the open pit may
be prospectivefor future small-scale min-
ing. PJV expects that some stakeholders
will want thefinal open pit to beleftina
state that maximises its potential for
small-scale mining. Other usesmay arise
during consultation with the landowners
and other stakeholders.

™

Plate 2.17 The Porgera open pit in September 2002

L -

- -

However, as stated in Section 2.4.1.1,
due to the PNG Mining (Safety) Act,
Section 52, the underground workings
will be sealed and the open pit will be
flooded. Therefore, only the exposed
walls of the open pit above the lake will
be accessible for small-scale mining.

Some Options for Closure

Given that the open pit will be flooded
following closure (Figure 2.7), surface
water streams could be diverted into the
pit to accelerate filling, if desired. PV
would construct an engineered spillway
to safely pass overflow from the flooded
pit during high rainfall events. Flooding
the pit will significantly reduce the po-
tential for metal leaching after closure
because it will submerge approximately
one-third of the rock types where reac-
tive sulfides® are exposed in the ultimate
pit walls.

2.4.1.3 Possible I n-pit Tailings
Storage

Theflooded open pit may provide a suit-
able facility to permanently storetailing
that will be produced during the process-
ing of low-grade ore stockpiles that is
scheduled to occur from 2007 through
2012.

3 Permanent underwater storage effectively pre-
empts the oxidation of sulfides and minimisesthe
potential for post-closure metal leaching. Thisis
considered best practice management.
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Pit lake

Figure 2.7 Three-dimensional view of the flooded open pit post-closure (2 x vertical exaggeration)

Preliminary volume estimates indicate
that the flooded pit will have a capacity
of approximately 50 Mm?® and that six
year's production of tailing solids is
equivalent to approximately 35 Mm?.
Therefore, the open pit should have am-
ple capacity to storeall thetailing that is
produced between 2007 and 2012.

The drainage tunnel at the base of the
open pit and all other access points to
the underground workings would need
to be sealed with appropriately engi-
neered and constructed plugs. The tail-
ing could then be added to the pit as a
slurry.

While the technical feasibility of in-pit
tailing storage has not been proven, a
possible outcome of the closure plan-
ning consultation process is agreement
among the stakeholders that in-pit tail-
ing storage should be examined in de-
tail. If so, then PJV will need to undertake
anumber of technical studiesto explore

and assess the technical feasibility and
provide the necessary assurancethat tail-
ing could be permanently and safely
stored in the pit.

Advantages of in-pit tailings storage
e The cessation of riverine tailing dis-
charge would be bought forward from
2012 to 2007. Thiswould allow ear-
lier recovery of the downstreamriver
environment and a longer period of
time for environmental monitoring.

e The pit lake will fill up at a faster
rate than would occur by rainfall and
runoff alone. This would accelerate
the rate of submergence of exposed
mineralisation in the walls of the pit
and would be expected to reduce
metal leaching and improve water
quality.

 During the last six years of expected
project life, thetailing would be con-
tained in a localised area within the

SML rather than discharged to the
river system.

Disadvantages of in-pit tailings storage
e Prevents small-scale mining below
the water line.

e Sterilises any unmined ore that may
exist in the pit but is presently un-
economic to extract and treat.

e Precludes access to and further ex-
ploration within the underground
workings.

2.4.2 Low-grade Ore Stockpiles

PJV’s operating plan has always been to
process the highest-grade ore available
and to stockpile low-grade ore for later
processing, which improves the project
economics and maximises the project’s
life. This has required the construction
of seven low-grade ore stockpiles
(Plate 2.18) and more of these are
planned between now and 2006 when
the open pit and underground mining
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operations are scheduled to cease. Cur-
rently, PJV expects that reclaiming and
processing the low-grade ore stockpiles
will take six yearsto complete (i.e., will
start in 2007 and continue until 2012).
However, the economic feasibility of
processing the low-grade ore, is subject
to favourable gold prices. Should a pro-
longed period of low gold prices occur,
then this situation may trigger the pre-
mature closure of PJV’s operations.

Pre-mining Conditions

The low-grade stockpiles are located at
variouselevationsranging from 2,300 m
to 2,700 m. The highest elevation stock-
pile (SP71) islocated at the top of Kogai
Stable Dump in an area formerly cov-
ered with Nothofagus (moss) forest and
no permanent settlement. The lowest el-
evation stockpileisplanned for construc-
tion ontop of Anawe North Stable Dump,
in an area formerly covered by mostly
secondary regrowth, gardens and scat-
tered forest.

Current Situation

To date (end of 2002), approximately
19 Mt of low-grade ore has been placed
in seven stockpiles. Collectively, these
stockpiles now occupy an area of some
65 ha

Situation at Closure

Stockpiling of low-grade ore will cease
in 2006 when the mining operations are
expected to close down. By that time,
PJV envisages that a total of 31 Mt of
low-grade ore will have been placed in
eight stockpiles, occupying a combined
footprint of 90 ha(see Figure 2.3). There-
after, the stockpiles are expected to be
reclaimed and the low-grade ore proc-
essed at arate of roughly 5.5 Mt/a(gold
price permitting).

After any one stockpileisfully reclaimed,
the underlying pad areawill be rehabili-
tated. Therate of progressive rehabilita-
tion of the low-grade ore stockpiles is
expected to be about 15 ha/a between
2006 and 2012.

If any of the low-grade ore stockpiles
are left unprocessed, they will be reha-
bilitated in situ to minimise metal |each-
ing and enable revegetation.

PJV

Plate 2.18  Stockpile 20 of low-grade ore (right centre) that will be

processed after 2006 (gold price permitting)

Stakeholder Aspirations

Given the mineralised nature of the low-
grade ore, PJV expects that the stock-
piles may be prospective for small-scale
gold mining. However, the low-grade
stockpiles would only become a poten-
tial resource for small-scale miners in
the event of premature closure.

Some Options for Closure

The options for closure depend on
whether and, to what extent, any low-
grade ore remains unprocessed at clo-
sure.

As each low-grade ore stockpile is re-
claimed and processed, the sites will be
progressively rehabilitated. Some possi-
ble end land use options might include:

e Gardening and bushland resources.
e Forestry.

e Cash crops.

» Raising livestock.

e Settlement or community aress.

In the event of premature closure, some
possible end land use options might in-
clude:

e Small-scale mining: for this option,
the remaining stockpiles may not re-
quire rehabilitation.

 In situ rehabilitation: possible end
land use options would be the same
asthose listed above.

2.4.3 Waste Rock Dumps

2.4.3.1 Erodible Dumps

Pre-mining Conditions

Thehigher elevation of the Anjolek Erod-
ible Dump (2,600 m) meant that the dump
was located in Nothofagus (moss) forest
with very few housesinits upper reaches.
In the lower parts of the steep-sided
Kaiya River valley, the land comprised
mixed forest, areas of grassland and some
gardens. The lower elevation of the
Anawe Erodible Dump (2,300 m) and
its proximity to the pre-existing aluvia
gold mining centre at Alipis, meant that
it waslocated in an areacomprising food
gardens, secondary forest and scattered
settlements. Prior to construction, both
valleys had down-slope gradients rang-
ing from 7 to 10°.

Current Situation

To date (end of 2002), 148 Mt and 86 Mt
of incompetent waste rock have been
placed in the Anjolek and Anawe erod-
ible dumps, respectively (see Figure 2.3).
The Anjolek Erodible Dump is located
to the northwest of the open pit and is
the largest erodible dump (170 ha) ex-
tending from 2,600 m elevation at itstop
(Plate 2.19) to 2,100 m elevation at its
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toein the KailyaRiver (Plate 2.20), over
alength of 5 km.

The Anawe Erodible Dump is located
on the east side of the Anawe Plant and
covers 125 hain area and extends from
2,300 m elevation at its top to 1,900 m
elevation at itstoein the PongemaRiver,
over alength of 4 km (Plate 2.21). Neu-
tralised tailing slurry from the ore
processing plant isdischarged to theriver
system at the top of the Anawe Erodible
Dump.

The erodible dumps resemble and ap-
pear to have similar characteristics to
the naturally occurring colluvia land-
slides in the PNG Highlands (see
Plate 2.2).

PJV

Plate 2.20 Toe of Anjolek Erodible Dump

PJV

Plate 2.22  Natural revegetation occurring on the Anawe Erodible Dump looking eastwards and down the valley

Porgera Mine Closure Consultation Document
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Both dumpsare currently creeping down
their respective valleys and they are be-
ing actively eroded and contributing high
|oads of suspended sediment to theriver
system. Natural revegetation is already
starting to establish on some parts of the
erodible dumps (Plate 2.22).

Situation at Closure

Placement of materials into the Anjolek
Erodible Dump and Anawe Erodible
Dump will befinished in 2002 and 2006,
respectively. Once placement of materi-
as is complete, it is expected that the
rate of movement of the dumpswill slow
down substantially.

Over the longer term, these dumps are
expected to retain their hummocky and
irregular surface topography and behave
in asimilar fashion to natural landslides
and to gradually creep down slope. Sur-
face runoff is expected to flow in chan-
nelsthat will continue to meander across
the dump surfaces. Over time, the dump
surfaces will become colonised by natu-
ral revegetation and drainage channels
are expected to incise and self-armour.
These factors will combine to cause a
progressive decrease in erosion and
hence sediment yield to the natural drain-
age. It is anticipated that the materials
will continue to erode slowly over the
very long term, adding incremental
amounts of sediment to the PorgeraRiver
system.

As per the terms of the Anawe LMP
Agreement, PJV will rehabilitate
(revegetate) the surface of the Anawe
Erodible Dump and re-establish the origi-
nal clan boundaries.

Stakeholder Aspirations

Given the high intensity of gardening on
land surrounding the two erodible dumps,
it is expected that landowners will even-
tually wish to use the post-closure dump
surfaces for both food gardens and, after
forest is re-established, as a bushland
resource.

Small-scale gold mining has long been
practised on the Anawe Erodible Dump
mainly directly below the tailing dis-
charge point. At closure, or sooner if
tailing is stored in the open pit, the tail-
ing discharge will cease. However, it is
expected that small-scale mining of de-
posited tailing material near the existing
discharge point will still be a stakehol der
aspiration.

Some Options for Closure

Given that the erodible dumps are the
largest single component (by area) of
the Porgera Gold Mine, it is likely that
they will be subject to multiple uses af -
ter closure of themine. Therefore, agree-
ment will be necessary between
stakeholders as to the degree to which
different end land uses can be imple-
mented. For example, small-scale min-

PJV

Plate 2.23  Kogai Stable Dump with Tawisakale Mill and workshops
in foreground

ing of selected pockets that are prospec-
tive for gold may take precedence over
re-establishment of gardens or forest.

2.4.3.2 Stable Dumps

Pre-mining Conditions

The area in which the relatively high-
elevation Kogai Stable Dump (2,360 to
2,720 m) islocated, previously supported
Nothofagus (moss) forest in the upper
parts with mixed forest, secondary
regrowth with afew gardensat thelower
levels.

The Wendoko Creek catchment, inwhich
the Anawe North Stable Dump (2,050 to
2,300 m) islocated, was mainly second-
ary forest on the ridges, with gardening
areas and some secondary regrowth in
the valleys.

Current Situation

The Kogai Stable Dump currently cov-
ers an area of approximately 200 ha and
is bounded to the north by the open pit
(Plate 2.23). As at end 2002, it contains
203 Mt of competent (hard) waste rock
and has been constructed in a series of
benches 20-30 m high, supported by an
engineered toe buttress. Waste rock with
potential to cause metal leaching hasbeen
selectively handled and encapsulated
within the dump and buried beneath com-
petent non—potentially metal-leaching
waste rock.

Approximately one third of the Kogai
Creek catchment flows through the base
of the dump via an engineered
underdrain.

The Anawe North Stable Dump, located
immediately to the north of the Anawe
Erodible Dump, currently contains ap-
proximately 43 Mt of material and cov-
ers about 70 ha (Plate 2.24). Similar to
the Kogai Stable Dump, an engineered
underdrain and toe buttress were con-
structed. Potential metal-leaching mate-
rial is being encapsulated within the
dump.

The Kogai and Anawe North stable
dumps have been designed to withstand
alin 100 year seismic event of Richter
magnitude 7.5-8.0 with an epicentre
within 50 km of the mine.
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Situation at Closure

At closure, the Kogai and Anawe North
stable dumps are expected to reach fina
areas of 300 haand 150 ha, respectively
(see Figure 2.3). At the Kogai Stable
Dump, the highest point will be 2,720 m
elevation and the lowest point will be
2,360 m elevation. At the Anawe North
Stable Dump, the highest point will be
2,300 m elevation and the lowest point
will be 2,050 m elevation.

Thetwo final landformswill comprise a
series of flat terraces and engineered
outer batter slopes. The flow-through
drains under each dump will be left ‘as
is'. Potentially metal-leaching (PML)
materials will have been encapsulated
within each of the dumps. The outer
zones will be composed of competent
non—potentially metal-leaching (non-
PML) waste rock.

The final surfaces will be covered with
colluvium or brown mudstone to sed
the dumps and reduce oxygen ingress,
aswell as provide a suitable growth me-
dium for revegetation. Dump surfaces
will be graded to direct runoff to the
natural drainage with minimum poten-
tial for erosion. Figure 2.8 shows the
stable dump construction concept.

As per the terms of the Anawe North
LMP Agreement, PV will rehabilitate
the Anawe North Stable Dump with a
minimum of 1 m of top dressing on the

PJV

Plate 2.24 Anawe North Stable Dump with open pit in background

flat surfaces after having first consulted
with the landowners.

Stakeholder Aspirations

Given PJV's intention to create a series
of flat terraces covered with a suitable
growth medium, it isexpected that stake-
holderswill want to use the rehabilitated
dumps for gardening and establishing
forest for future bushland resource use.
Whilethe elevation of Anawe North Sta-
ble Dump is suitable for gardening, the
higher elevation of the Kogai Stable

Figure 2.8 Schematic cross-section of stable dump construction to reduce
metal leaching and provide growth medium for revegetation

Final cover of colluvium and/or brown mudstone
(seals the dump and provides growth medium)

Competent non-potentially metal-leaching
(non-PML) waste rock

Potentially metal leaching (PML)

waste rock encapsulated in dump

Dump is not well suited to traditional
types of food crops. The Kogai Stable
Dump will be more suited to other uses,
such as timber for construction and fire-
wood, or possibly alternative high-alti-
tude crops.

Some Options for Closure
Some possible end land use options might
include:

¢ Gardening and bushland resources.
e Forestry.

e Cash crops.

e Raising livestock.

e Settlement or community areas.

2.4.4 Minesite Infrastructure
Pre-mining Conditions

Conditions prior to mining at localities
where minesiteinfrastructureisnow situ-
ated range from intensively used gar-
dening land to relatively untouched
Nothofagus (moss) forest. The
Tawisakale Mill was located on intru-
sive basement rocks which had suffi-
ciently high strength to support the
weight and expected ground vibrations
from the crusher and grinding mills.

Current Situation

The mineinfrastructure encompassesthe
Tawisakale Mill, Anawe Plant
(Plate 2.25), administration buildings,
portal area for the underground mine
(Level 28) (Plate 2.26), Alipisand Y oko
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Plate 2.25 Anawe Plant (centre), Administration Building and CIP Pond (upper right), Main Warehouse and

Yoko 2 Camp (lower left)

camps, Dynos’ explosives plant and vari-
ous workshops and warehouse facilities
in the mine area as well as roads and
services (telephone, power, water and
sewerage) (see Figure 2.3). Thosefacili-
tiesrelated to the mining operationswill
become obsolete as mining ceases
whereas those facilities related to the
ore processing will continue to operate
up to closure. Opportunities for early
closure, decommissioning and rehabili-
tation of obsolete assets will be actively
pursued by PJV (Plate 2.27).

Situation at Closure

Once ore processing ceases, it isexpected
that decommissioning of minesite infra-
structure will commence immediately.
PJV’spriority will beto salvage as many
of its assets as possible by selling, dis-
mantling and removing those assets and
then rehabilitating and making safe the
sites except where re-use by others is
negotiated.

Wherever re-use by othersisagreed, the
new custodian(s) will need to accept le-
gal responsibility of each asset after sale
or transfer.

Stakeholder Aspirations

PJV expectsthat the government and the
landowners will aspire to have at least
some of the buildings left in an ‘as is,
where is' state to become assets for the
local community after closure.

The Mining Development Contract
specifies, ‘The State shall have the
option...to purchase the whole of the
installations and infrastructure of the
project (other than works and
facilities)...as a complete installation
(but not as an ongoing concern) and not
on an individual basis...".

PJV

Plate 2.26 28 Level infrastructure (right centre) and
Alipis Camp (left centre)

Plate 2.27  Dynos’ explosive plant which may be
decommissioned and rehabilitated as early as 2007
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Some Options for Closure

PJV recognisesthat the decommissioning
of the fixed plant and infrastructure in-
volves a complex mix of public safety,
government and landowner expectations,
post-closure utility provision and reha-
bilitation considerations.

PJV will work with stakeholders to as-
sess opportunities for re-use of residual
infrastructure (after salvage). PIV will
also work with stakeholders to assess
opportunities and facilitate the transfer
of responsibility for maintenance after
closure of al, or portions of, existing
public utility servicesto communitiesin
the Porgera Valley.

Final decommissioning and rehabilita-
tion works are expected to be completed
in 2015. Figure 2.9 provides a three-
dimensional impression of the site as
envisaged by PJV.

245 Satelitelnfrastructure
2.4.5.1 Waile Creek Dam

Pre-mining Conditions

The Waile Creek Dam and its catchment
area are located in an apine meadow
areacharacterised by tussock grassesand
sedge bog interspersed with shrubs and
small trees. The high elevation (3,200 m
elevation) precludestraditional food gar-
dens and, consequently, there was no
permanent human settlement in the area
(see Figure 2.2).

Current Situation

The Waile Creek Dam is located in the
Pagubiea River catchment some 14 km
south of the mine and is the source of
most of the mine's water supply. The
catchment comprises 10.6 km? and the
storage inundates an area of 13 haat full
supply level (Plate 2.28).

The original 7-m-high storage im-
pounded 226,400 m?® of water. Since the
original construction, the dam has been
raised twice by a total of 25 m and
increased the storage capacity to
716,700 m3. A pump station located at
the dam lifts water via a high-pressure
steel pipeline some 160 m above the
storage level to aridgeline before drop-
ping 780 m to the Anawe Plant in the
Porgera Valley. With the exception of a
4-km diversion due to unstable ground,
the pipeline generally followsthe access
road.

PJV

Plate 2.28 Waile Creek Dam is the main water supply for the
Porgera Gold Mine

The dam was constructed in a unique
manner utilising gabion rock basketsand
concrete. A spillway and energy dissipa-
tion structure alows the dam to over-
flow when storage levels are high
(Plate 2.29).

Situation at Closure

It is expected that the Waile Creek Dam
will still be operating as the mine’s wa-
ter supply at thetime of closure. PJV has

engaged independent experts to assess
the long-term safety of the dam. As a
result of those assessments, consensus
has been reached that the dam is not
suitable as a permanent structure for
long-term use as a water supply source
after closure.

Stakeholder Aspirations
Some stakeholders have suggested that
the Waile Creek Dam may be suitable
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Anjolek Erodible Dumg

Figure 2.9 Three-
dimensional view
looking west of the
Porgera Gold Mine as
envisaged by PJV in
2015 - after final
decommissioning and
rehabilitation (2 x
vertical exaggeration)
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for a post-closure water supply and that
the dam could be used as a source of
hydroelectric power. However, a study
has indicated that there is insufficient
head to generate power efficiently. Fur-
thermore, with regard to its possible fu-
ture use as a water supply, it would be
uneconomical to try to maintain the ex-
isting high-volume pumping system, es-
pecially when more cost-effective
sources of water are available in the
PorgeraValley.

Some Options for Closure

PJV's preferred option is to remove the
dam, decommission and salvage the
pump station and pipeline, and rehabili-
tate the area. The access road would be
left in place.

2.4.5.2 Pangalita Limestone Quarry
and Plant

Pre-mining Conditions

The quarry siteis situated at the base of
amajor limestone escarpment below Mt
Kumbipota and immediately above a
steep talus slope formed bel ow the scarp.
The elevation of the site is 2,920 m and
the pre-existing vegetation was
Nothofagus (moss) forest with no nearby
human settlement (see Figure 2.2).

Current Situation

The Pangalitaquarry and plant were con-
structed in 1993 and are located 6 km
upslope from the mine on the main ac-
cess road to Waile Creek Dam.

PJV

Plate 2.29 Waile Creek spillway

Site disturbance to date totals 38 ha, and
thisisexpected to increaseto some 50 ha
at closure. Two areas of disturbance are
associated with the Pangalitasite; asmall
quarry and associated waste rock stor-
ageareas, and the lime plant where lime-
stone is converted to lime (Plate 2.30).
The latter site contains a crusher, kiln,
conveyors, lime storage silos, a vehicle
workshop, fuel storage and offices
(Plate 2.31).

Situation at Closure
Under the terms of the Pangalita Lease
for Mining Purposes®, on closure, PV is

PJV

Plate 2.30 Pangalita quarry and lime plant

obligated to negotiate, in the first in-
stance, with the landowners for the sale
of the limestone plant.

Stakeholder Aspirations
Aspirationsidentified to date by various
stakeholders include the continued op-
eration of the quarry asasource of either
crushed limestone and/or lime for:

* Long-term road maintenance and
concrete aggregate (limestone).

» Agricultural use (limestone or lime).
e Water treatment (limestone or lime).

» Gold/copper ore processing such as
at the proposed Kainantu Gold Mine
in Eastern Highlands Province (lime).

Some Options for Closure

Oncethe PorgeraGold Minecloses, there
will be a limited local market for lime
unless other markets can be established.
Thesite’ slocation at the end of the High-
lands Highway is likely to render it un-
economic to supply markets outside the
immediate local area. Therefore, unless
a commercially viable business can be
demonstrated, it is proposed that the
quarry and associated infrastructure be

4 Reference: Letter of Understanding appended to
the Pangalita lease agreement.
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salvaged and the site decommissioned
and then rehabilitated.

2.4.5.3 Hides Power Infrastructure
Pre-mining Conditions

The topography along the transmission
line between the Hides power station
and Porgera varies from undulating to
mountainous. Along the 76-km length
of thetransmission line, the ground rises
from an elevation of 1,285 m to a maxi-
mum of 3,200 m before dropping to
2,300 m at the Anawe plant site.

Vegetation classes in the region sur-
rounding the power station and along
the transmission line were described by
Paijmans (1975) and include:

e Coniferous Lower Montane Forest.
¢ Lower Montane Forest.

¢ Small-crowned Lowland Hill Forest.
 Alpine Grassland.

Current Situation

The power system for the Porgera Gold
Mine consists of a gas turbine power
station (1,285 m elevation) located 20 km
southwest of Tari in Southern Highlands
Province (see Figure 2.2), and a 76-km
high-tension (132kVA) transmission line
extending from the power station to the
Porgera Gold Mine.

The source of natural gas is the Hides
Gas Field located 6 km from the power
station. Power station facilities
(Plate 2.32) consist of eight gas turbine
generators (nominal 64 MW capacity),

Plate 2.31 Pangalita lime plant

substation and switch room, control
room, workshop, accommodation and
access roads.

Situation at Closure

It is expected that electricity generation
from Hides Gas Field will continue to
supply the Porgera Gold Mine with its
power requirements up until the time of
closure. Following closure, thetransmis-
sion line may continue to supply power
to the Porgera Valley or may be
decommissioned.

PJV

Plate 2.32

Hides gas-fired electricity generating plant

At closure of the Porgera Gold Mine, the
Hides Gas Field and associated pipeline
will remain the responsibility of its
owner, Oil Search Ltd.

Stakeholder Aspirations

Once the Porgera Gold Mine closes, the
power requirementsfor the PorgeraVal-
ley will be substantially reduced, which
will bring into question the long-term
viability of sustaining power transmis-
sion over 76 km from the Tari area. The
guyed transmission line towers are rela-
tively lightweight for helicopter instal-
lation purposes, but are prone to acts of
vandalism (Plate 2.33). Security of the
transmission lineisakey factor for long-
term planning for mine closure. If the
difficulties recently experienced by PJV
in keeping the transmission line opera-
tional re-occur after closure then, with-
out the financial resources of PJV, it is
doubtful that the responsible authority
would be able to fund the maintenance
and repair of thetransmission line. With-
out a significant commercial user, the
costs for power generation and mainte-
nance of the transmission line are likely
to be uneconomic.

Some Options for Closure

PJV recognises that the future operation
of the transmission lineis a difficult is-
sue and will work with stakeholders to
assess all opportunities for power sup-
ply after closure of the Porgera Gold
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Mine (see further discussion in Section
3.4.2). Some possible options include:

 Continuation of supply of electricity
from Hides.

« Replacement of the electricity sup-
ply from Hides with an alternative
power supply system such as amini-
hydroelectric scheme within the
Porgera Valley®.

e Should the government not take up
their option to purchase, the power
station would be sold to another user
or salvaged, decommissioned and re-
habilitated. Should the transmission
line be decommissioned, the towers
and lines would be salvaged and re-
moved and the transmission corridor
alowed to revegetate naturally.

2.4.5.4 Suyan Camp

Pre-mining Conditions

Suyan Camp is situated on a low
mudstone ridgeline at an elevation of
2,280 mimmediately adjacent to atribu-
tary of the Maiapam River and a major
landslide feature, known asthe Maiapam
mudslide. The area is prone to minor
landslips.

Current Situation

Suyan Camp is located wholly within
LMP1 some5 km from the Porgera Gold
Mine, approximately half way to Paiam
Township (see Figure 2.3). The Suyan
Camp LMP occupies 69.5 ha and has

PJV

Plate 2.33  Transmission line tower
from the Hides Power Station

power, water, telephone and sewerage
services (Plate 2.34). The site contains
30 family houses and single-status ac-
commodation for 424 personnel. It is
serviced by a large mess and contains
both indoor and outdoor recreational fa-
cilities.

Situation at Closure

PJV will assessitsneed to occupy Suyan
Camp as employee numbers decrease
when the open pit mine closes, during
the period when stockpiled low-grade

PJV

Plate 2.34  Suyan Camp with Mt Paiam in the background

ore is processed, and beyond 2012 dur-
ing the final rehabilitation stage. PV
paysfeesto the customary owners of the
LMPIand. Oncethe LMPisrelinquished,
the payment of feeswill cease. Any post-
closure use of Suyan Camp would need
to address the land tenure issue before
the LMP s relinquished.

Stakeholder Aspirations

V arious stakehol ders have made sugges-
tions for possible post-closure uses of
Suyan Camp. Some of the suggested end
uses for Suyan Camp include, but are
not limited to:

» Hotel/lodge.
 Educationa facility.
 Sportg/training facility.

Some Options for Closure

PJV will continue to discuss future po-
tential uses of Suyan Camp with stake-
holders.

5 A feasibility study for a mini-hydro station on
the Pongema River isin progress.
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3.1 Introduction

The PorgeraGold Mine has brought with
it social and economic change for the
community at Porgera. Impactshavealso
been experienced along the Highlands
Highway, especially between Laiagam
and Porgera, along the transmission line
to Hides, and down the Lagaip and
Strickland river systems, including Lake
Murray. Mine closure at Porgera will
potentially bring changes at least as dra-
matic as those associated with its con-
struction for these communities.
Assuming that these changes will be pri-
marily positive or negative has the po-
tential to be a self-fulfilling prophecy,
and isatrap to be avoided while reading
thischapter. That being said, somethings
are predictable: approaching and after
closure, government revenues from the
mine’ sactivitieswill decline, in theface
of impact areare-adjustments. Thisdocu-
ment provides an initial discussion of
the socio-economic issuesthat will domi-
nate closure planning for the next dec-
ade. It isintended that this PorgeraMine
Closure Consultation Document can be
used astheinitial basis of public consul-
tation and discussion on mine closure at
Porgera. The objective is to provide
enough relevant material to stakehold-
ers, so asto allow for their full involve-
ment in discussions and planning for the
closure of the Porgera mine.

In terms of the broad approach to socio-
economics adopted here, three factors
have influenced the development of this
report. First, this Porgera Mine Closure
Consultation Document is developed
around the notion of sustainability rather
than simply mine closure. Thisis more
than a semantic shift. Sustainability of-
fersadvantagesin termsof thinking about
closure at Porgera. It tiesin closely with

recent mining industry (and particularly
Placer Dome) thinking and policy on
mining and society. ‘ Sustainability’ also
implies a shift from viewing mine clo-
sure as an event to an acknowledgement
that successful closure will be aprocess,
components of which are already
underway.

A second related consideration that has
influenced the approach adopted hereis
the recognition that PJV is only one of
the parties or stakeholders that will in-
fluence the outcomes of this mine clo-
sure process. This ties in closely with
the idea of sustainability as a way of
approaching closure that more obviously
acknowledges the roles of other stake-
holdersin the process, whereas mine clo-
sure implies only a corporate concern
with closing down amine. Quite simply,
a sustainable future for the people of
Porgera and surrounding areas cannot
be achieved by PJV aone, but requires
substantial commitment from all stake-
holders.* For this reason, we are careful
throughout to clearly delineate the limits
of PJV responsibility in different areas
and to highlight the areas of responsibil-
ity of the other local, provincial and na-
tional stakeholdersin the process.

Third, afocus on sustainability acknowl-
edges and allows for the consolidation
of linkswith existing initiativesand proc-
esses that are already contributing to
sustainability. It further highlights the
close links between the biophysical and
socio-economic aspects of closure plan-
ning.

This chapter provides background to the
major sustainability issues facing the
mine, the community and the other stake-
holders in the lead up to closure and,
where appropriate, outlines some PJV

proposals for addressing these issues.
The process of taking closure planning
forward and articulating this document
with the aspirations of other stakehold-
ers has been dealt with in Chapter One.

3.1.1 Rationale Behind This
Document

This report presents PJV position on
sustainability and mine closure, asa de-
parture point for the involvement of all
stakeholders in the mine closure proc-
ess. Thischapter has been primarily writ-
ten by a group of consultants with
substantial experience in Papua New
Guinea mining, drawing extensively on
PJV data and personnel. Even though
other stakeholders’ viewshave been con-
sulted it may be that the issues selected
as significant are not those that these
others would choose to highlight. It is
hoped that thisdocument assistsall stake-
holders to develop and refine their own
views and plans on closure and
sustainability issues at Porgera.

This report is premised on the assump-
tion that at some stage in the near future
PJV will join with other stakeholdersin
the project to establish some form of
joint closure/sustainability planning and
implementation group, in which PJV per-
sonnel will presumably play amajor role.
In which case the issues and proposals
listed here may be expanded and given
different emphases as other stakehold-
ers express their own views.

1 The recent Final Report of the MMSD project
notes (p. 220) that ‘ The mining company has a
major responsibility for achieving [local
sustainability development], but it cannot
achieve this alone. Communities need to own
this process and organise themselves accord-

ingly.’
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TheNationa Government’ sruleson gen-
era planning—wards to put up propos-
astotheLocal Level Government (LLG)
for consolidation and in turn pass them
on to the district for resource alloca-
tion—have been largely neglected in the
project area. It is believed that, if stake-
holders’ views are to be accurately sam-
pled and if a closure/sustainability
program isto be devel oped and success-
fully implemented, then the central place
of thelocal government systemin future
planning will be an essential ingredient.
They will, after closure, be the responsi-
ble authorities. Unfortunately they have,
at the moment, neither the funds, the
skills nor the personnel capable of shoul-
dering those responsibilities. That, how-
ever, is no reason for excluding them
from the closure process; indeed it is an
even more important reason why they
should be included. Their inclusion will
be part of a capability building process.

Anintegral part of the process by which
the Beca Gure Plan (detailed next para-
graph) was developed was a‘ social vali-
dation’ component. An independent
town-planning consultant, James Simet,
was brought in to facilitate discussions
of the Plan’ s draft proposals by commu-
nity leaders and to comment on those
proposals. Following this the Plan was
finalised. In this way the Paiam Master
Plan was validated by the community as
awhole in away that few, if any, other
proposals for Porgera’s development
have been.

3.1.2 SourcesUsed

It is a great advantage for the Porgera
project that it, unlike many others, has
already been the subject of a multitude
of planning exercisesby itsvarious stake-
holders. Threein particular, widely con-
sulted for this study, should be
highlighted. The 1998 Beca Gure Plan,
although having the main aim of plan-
ning Paiam briefly examined regiond
potential in a way no other document
sighted has done and examined the pos-
sibilities for an overall urban system; it
iswell written, easily understood, sensi-
ble and appears to have been widely
accepted by the communities. The
Porgera District Plan seems sensible but
there is doubt that the communities ever

validated it. If such validation could be
obtained, it could play a major role in
planning future economic devel opment.
The recently completed SDS (Sustain-
able Development Solutions) Long-term
Economic Development Study (LTEDS)
is another source of information.

There are two other sources that guide
the general approach adopted here. PDI’s
statement of corporate commitment says,
in regard to the benefits of mining, that:

‘Placer Dome believes that while a
mine's life is finite, its benefits are
sustainable beyond mine closure.
When a mine closes, it should have
minimal on-going or long-term nega-
tive impacts on the environment or
communities. Closure planning
should be inclusive involving input
from a range of local, national and
international stakeholders, and should
be integrated into all phases of mine
development and operation.’

Three principles with relevance to so-
cio-economic issues flow from this. In
brief they are:

e Public Responsibility: Communicate
with stakeholders and work towards
consensus based on honest discus-
sion and a mutual understanding of
concerns and needs.

e Social Progress. Contribute to the
quality of life of employees, local
communities and host countries,
whilerespecting their cultures, needs
and priorities.

e Economic Benefits: Integrate our ac-
tivities with the economic develop-
ment objectives of local communities
and host countries in which we oper-
ate.

Secondly, therecently issued (May 2002)
final report of the MM SD (p.208) states
that:

‘... ensuring that the goalsand means
of achieving sustai nable devel opment
are defined by the community. Per-
haps the greatest challenge... is de-
termining who is responsible and
accountable for realizing develop-
mental choices and outcomes at the
community level.’

Aswill be seen, following either of these
worthy approaches need not be prob-
lem-free, nevertheless their basic axiom
(closure cannot be achieved successfully
without the full participation of the host
community) isaccepted in what follows.

3.1.3 Current Revenue Stream
Projections

PJV employment and production will
begin to decline rapidly within the next
five years, and is planned to effectively
end in 2012. This sets the context and
constraints for the closure process and
the possibilities for achieving different
goals. By 2006, with the conclusion of
mining, production will drop to around
1/3 of current production levels, leading
to the end of stockpile mining in 2012,
and final decommissioning of plant and
rehabilitation of the site in 2014. Post-
closure monitoring will continue for
some years after this before the relin-
guishment of the leases. This has a
number of consequences for the com-
munity.

Based on current projections, the obvi-
0us consequences as the mining rate de-
creasesfrom late 2003 isthat fewer trucks
will be required and therefore mine per-
sonnel and mai ntenance empl oyees num-
bers decline by approximately 1/3 per
year to 2006. Contractors will likewise
be affected. This change is positive in
that it reduces stresses on the Porgera
host community. The closure of the un-
derground mine in 2005 will lead to an-
other 90 employees being retrenched.
As mining operations wind up in 2006,
operations and maintenance personnel
will be further reduced (to 1/3 of cur-
rent) while geology, supply, administra-
tion and other support services will be
reduced to around 2/3 of present levels.

The rapid drop in production after 2006
also affects royalties and dividends for
the local community (from K5 million
in 2002 to an estimated K2.6 million in
2007). By 2012, with the end of stock-
pile milling, the workforce will com-
prisejust 270 in total. It will effectively
mark the end of mine-derived royalties,
dividends, wages and other revenue
streams for the local community (with
the exception of occupation fees for
leases till retained by PJV.) Lease re-
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Table 3.1 Estimated benefit streams of stakeholders in millions of Kina”

Y ear 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Enga Prov Gov (EPG) 219 20.3 22.7 231 20.8 10.9 8.8 8.6 7.5 7.0 0.0
Landowners 18.2 16.9 18.7 18.7 17.1 10.8 9.2 8.9 8.0 7.5 30
Porgera Dev Auth (PDA) 52 4.9 54 55 50 26 21 20 18 17 0.0
Paiam Mgmt Co (PMC) 6.9 38 3.7 0.7 0.7 0.3 0.3 0.3 0.2 0.2 0.0
PJV projects 0.9 0.8 0.6 0.6 0.6 0.3 0.3 0.2 0.2 0.1 0.0
Employees 34.7 354 34.5 34.7 30.9 27.2 211 19.0 17.1 154 6.2
Totals 88 82 86 83 75 52 42 39 35 32 9

*EPG amounts include royalties, Special Support Grant, dividends and Tax Credit Scheme amounts spent in Enga but outside of Porgera area; landowner
amounts include royalties, compensation and dividends. PJV project amounts based on areduced tax credit scheme formula, as proposed to government in the
reference paper. Employees includes wages, superannuation and training.

linquishment (projected to be in 2015)
will see the end of occupation fees. All
of theabovereductionsin resourceshigh-
light the urgent need for the develop-
ment of alternate sources of income, as
outlined elsewhere in this chapter.

The Department of Mining is currently
undertaking a study of benefit streams
and their management as part of aproject
to develop a sustainability Policy for
mining. Draft proposalswill be presented
in 2002 and this draft plan will seek to
include aspects of the proposed national
policy if available.

Estimates of benefit streams for differ-
ent stakeholders from this study are de-
tailed in Table 3.1.

The obvious caution in examining rev-
enue streams is that sustainability is not
about the (re-)distribution of current
mine-based revenue streams but the crea-
tion of new streams through enterprise,
investment and partnerships (Figure 3.1).

3.1.4 Stakeholders

The influence of the Porgera Gold Mine
in socio-economic terms can be divided
into three broad groups of stakeholders:
Porgera District; other mine-affected
communities; and national and provin-
cial governments. Recent history sug-
gests it is also useful to consider the
potential negative impact of stakehold-
ers on the mine, especialy in terms of
re-allocation of resources and the poten-
tial for premature closure.

Primary stakeholdersin the PorgeraDis-
trict include the various local arms of
government (District Administration,

Porgera and Paiela LLGs, ward coun-
cillors and staff etc), the SML land-
owners, other Porgeran lease landowners,
non-lease Porgerans, non-landowners
and local businesses. This area is the
primary focus of this chapter, as it is
where communities have been most
heavily impacted by the mine, and will
feel the greatest impact of its closure.
PJV's employees and contractors are in-
cluded as groups facing major impacts.

Other mine affected communitiesinclude
those living along the three ‘corridors
that radiate from the mine—the Laiagam

to Porgera road; the Hides transmission
ling; and the Lagaip—Strickland river sys-
tem and Lake Murray. Otherswith inter-
ests in these areas include the various
levels of state, plus national and interna-
tional NGOs.

The primary stakeholders in the last of
the three domains are the National and
Provincial Governments, whilethewider
Papua New Guinea and Enga peoples,
and national non-governmental organi-
sations (NGOs) are indirect stakehold-
ers.
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3.1.5 Structureof Chapter Three
There are obviously a number of ways
of dissecting and analysing any society,
and the divisions used in this report are
merely one way of doing this, although
it is a structure that matches, in large
part, other government and PJV divi-
sions. This chapter is structured around
four divisions, al of which are under-
pinned by the need for capacity building
and partnering:

e Community Services (Public Admin-
istration, Health, Education, Justice).

e Community Infrastructure (Transport
Infrastructure, Power and Telecom-
munications, Urban Development,
Relocation Settlements).

e Human Resources (Labour Force,
Women'’s Participation).

e Economic Activities. (Agriculture,
Food Security, Industry and Serv-
ices).

Sustainable devel opment requires atten-
tion to all four of these aspects of the
society. The neglect of any one of these
may not preclude short-term benefitsfor
some or al of the members of the soci-
ety, but it will makethe securing of long-
term achievements difficult.

Under each of these headings background
information on the sector leads into a
discussion of the major sustainability is-

Table 3.2 Population information

Census Year 1980 1990 2000

Porgera District 5,029 10,405 22,809
Paiela-Hewa District 3,832 6,175 11,084
Enga Total 165,534 235,561 295,031

Source: National Statistical Office, various census reports.

sues. A vision for the sector post-closure
is then sketched, options discussed and
finally a proposed set of actions by PJV
is put forward.

3.1.6 Population Information

The population of the Porgera District
has grown quickly during the explora-
tion and development years. This is
shown in Table 3.2, with the adjoining
district of Paiela— Hewa and the overall
Enga population shown for comparison.

There is sometimes confusion as to the
population in the area, since both Porgera
and Paiela projects are administered by
the Porgera Development Authority, the
overall Porgerapopulation is often men-
tioned as* about 30,000’ . More correctly,
the overall Porgera population is ‘about
20,000'.

Approximately 4,500-5,500 people live
within the SML boundaries®. The inac-
curacy is due to the difficulty in distin-
guishing short and long term visitors,
settlers, squatters and itinerant workers

Plate 3.1 Mothers and babies ready for immunisations at Komogato Village
(World Alliance for Community Health Program)

from genuine residents, who are reason-
ably enumerated at about 4,300.

3.2 Partnershipsand
Capacity Building

3.21 A Strategy to Implement
Sustainability
A fundamental principle of our approach
to sustainability is the use of partner-
ships and networking to grow ideas and
to effectively implement development
programs. For this reason the following
section despite being short hasthe status
of asub chapter sinceit isan implemen-
tation strategy that will impact all the
proposals that follow.

PJV has had increasing experience in
using this as an implementation strategy
however it is one that has further poten-
tial but does require a new approach to
doing things. Partnerships have ranged
from very small programs such as minor
financial support to Mungalep training
centre run by the Catholic Church to
very large programs such as the World
Alliance Health Program (Plate 3.1)
along the riverine system. The Porgera
mine isitself a most successful partner-
ship between PJV and project stakehold-
ers. Some other examples of existing
and potentia partnerships are listed in
Table 3.3.

Donor agencies and international agen-
ciesareincreasingly seeking partnerships
to provide cost effective mechanisms to
implement development programswhere
they are most needed and have greatest
impact. In June 2002, the World Bank
commissioned a study to examine the
possibility of using Porgera as a pilot
mine to try ways to promote local eco-
nomic development (LED) in theimme-
diate area of mines. The draft report
stated:

2Brian Robins, Geneal ogy and Census, 1998-2000.
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Table 3.3 Some PJV partnerships

Activity or Program Partners
Wabag V egetable Depot Enga Provincia Government, PV
Tax Credit Scheme PJv and Government of PNG

AIDS Awareness

PJV, CARE and Porgera Health Division

World Alliance for Health (providing health training and
preventative measures to the Nomad District of Western Province.)

World Health Organisation, National Department of Health,
Division of Health, Porgeraand PJV.

Trades training at mine site using the National Trades Testing
Accreditation System for trainees and provision of support to the
Porgera VVocationa Centre

National Trade Testing Board, Porgera \VVocational Centre, PJV.

Agricultural training

National Agricultural Research Institute and PV

Porgera Environmental Advisory Komiti (PEAK)

Individual and Community Rights Forum Inc.; Melanesian
Institute; PNG Institute of Medical Research; National Spiritual
Assembly of the Baha'is of PNG; DEC, DoM, PJV, Placer Dome
Asia Pacific, technical experts

Fly-in, Fly-out agreement and implementation’

PDA (LLG's), DoM, EPG, PV

Paiam Market

PMC/PDA and AusAlID (through The Incentive Fund)

The Consultative Implementation and Monitoring Council
(development and consultation forum)

Government, awide range of business sector and NGO
representatives, including PJV

Trade Certification

Technical Colleges, National Apprenticeship Trade Testing Board,
PV

Western Regional Training Authority “WRTA-(at proposal stage)

AusAID Incentive Fund, Oil Search Limited, PJV

Y aws Eradication Programme (Hewa areas of the upper Strickland
River)

Lutheran Church, PV

Caterpillar Training Certification

Caterpillar International, Hastings Deering, PV

Porgera International Primary and Secondary School

Landowners, Children’s Trust, PV and the community

Business management training and outsourcing

Ipili Porgera Investments, Y elgun, PJV

‘Overall there is a strong interest in
developing and implementing a lo-
cal economic development strategy
and plan. In a number of instances,
various stakeholders are initiating or
considering initiating activities that
would be more effective as part of a
coordinated LED process (e.g., de-
velopment of a community
sustainability plan).’

This would be done under a leadership
partnership calling on numerous exist-
ing key players in the community, with
attention to capacity building activities
involving the Porgera and Paiela LLGs
and the District Administration. It issug-
gested that the World Bank initiate the
process.

While the ultimate responsibility for
launching and maintaining the process
must rest with the LED Partnership Net-
work as discussed above, it is suggested
that the World Bank Mining Group and
Urban Departments can, and should, play
afacilitatory role in the process.

Should this eventuate it could mutually
support the implementation of a
sustainability and closure plan.

From the above specific example, we
can expand to a general rationale for
partnerships may which be summarised
asfollows:

International trends toward greater cor-
porate socia responsibility are a fact of
operations; theissues are not going to go
away. There is a business case for the
Triple Bottom Line (economic, socia
and environmental sustainability) and for
enhancing corporate social and environ-
mental responsibility and credibility.
However business activities and devel-
opmental activities will often use differ-
ent analyses, frameworks and systems
even though both may meet demands for
poverty aleviation, rura development
and community services. Partnerships
allow the resource devel oper to pool lo-
cal knowledge, contacts and infrastruc-
ture with development agency expertise,
credibility, reporting and monitoring

mechanisms in ways which allow both
to extend their reach into target commu-
nities and, quite possibly, beyond mine
life.

Suggestions for potential partnerships
that could be devel oped are sought from
all asthey read the following sections of
this draft plan.

3.2.2 Capacity Building

Networks with NGOs and other sources
of expertise offer an opportunity to ad-
dress a major perceived problem: the
lack of administrative, executive and
implementation capacity in Porgeranin-
stitutions to sustain the Porgeran
economy, infrastructure and services
post-mine. PJV will assist in the needs
assessment of both the public and pri-
vate sectorsfor specific skillsto enhance
work effectiveness in areas of pro-
gramme delivery, such as health serv-
icesand AIDS/HIV awareness, planning
capacity at Local Level Government and
District levels and District Education
planning and management.
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Concurrent with efforts to build capac-
ity will be greater efforts to work with
government and avoid by-passing or as-
suming government roles. In a sense,
thisis demand driven capacity building,
apersistent call for the systems and per-
sonnel in place to work on behalf of all
stakeholders. Additionally, PJV staff re-
dundancies will be examined as part of
the capacity building process, since the
return of highly capable employees to
the national labour pool is a factor in
sustainable development. The purpose
isto mobilise resourcesto promote com-
munities ready and able to plan and pro-
duce sustainable and improving
livelihoods.

In terms of community, staff and busi-
ness capacity development, PJV will con-
sider the following areas, by sector
(Table 3.4).

The above does not in any way preclude
activities suggested by other stakehold-
ers. The very range and complexity of
issues calls for some rationalisation, to
ensure that scarce resources are used
wisely. PV can neither address nor re-
solve all issues and so will work with
stakeholders to prioritise the concerns,
and seek appropriate partnerships to de-
termine the best way forward to post-
mine sustainability. It is important PIV
disentangle its control and facilitate the
movetoward self management. Thiswill

be true for both the environmental/bio-
physical issues and for the social ones.

PJV is actively exploring partnerships
through contacts with organi sations such
as Business for Social Responsibility,
Partnerships in Rural Development and
the Collaborative for Development Ac-
tion.

3.2.3 Consultation

Asabroad outline, the essential compo-
nents of the consultation process would
be as follows:

¢ |Information dissemination and edu-
cation, starting with the public re-
lease of this document. Sub-tasks
include ensuring that no legitimate
stakeholders are uninformed; that
feedback mechanisms are clearly
stated by stakeholders and readily
available to all stakeholders; that a
realistic time frame for consultation
is set.

e Clarification and explanation. This
will probably be a period of quite
intense communication using all
available channels to ensure that the
messages are accurately received and
relayed and that stakeholders have
co-ownership of the remaining proc-
esses.

e Encouraging and compiling stake-
holders comments and points of
view; rules of engagement.

PJV

Plate 3.2  Consulting with Mungalep villagers prior to construction of the
Anawe North Dump

¢ Finding the common ground and de-
fining areas requiring resolution.

e Relating stakeholder visions to re-
Sources.

* Prioritising, reaching agreement on
important issues; social validation.
This is an exceptionally important
aspect of the process.

 Implementation of programmes sug-
gested above.

» Discussion/negotiation on unresolved
i Ssues.

e Agreement(s) on activity plan(s) and
assignment of implementation and
monitoring roles; design of feedback
mechanisms; governance.

» Monitoring, with feedback to stake-
holders. It is assumed that these ac-
tivitieswill become autonomous and
extend beyond mine closure.

The above is primarily for communica-
tions and planning involving PV and is
truefor both bio-physical and socio-eco-
nomic issues (Plate 3.2). Other stake-
holders will have to determine their
channels and frequency of communica
tions, for example, between landowners
and the Enga Provincial Government.

3.3 Community Services

Like all communities, and particularly
those in remote parts of the country,
Porgerans place a high priority on the
effective delivery of basic government
services, particularly in terms of health
and education. In this section the focus
is on developing the institutions and ca-
pacity to ensure the maintenance of these
basic services after the closure of the
Porgeramine. Thefirst issue considered
is the performance and structure of dis-
trict-level administration generaly, as
this will determine the extent to which
sustainability will be ableto be achieved
in other sectors. Issues and ways for-
ward relating to the health, education
and justice (or ‘peace and good order’)
sectors are developed within this more
general governance framework.

3.3.1 Public Administration

3.3.1.1 Summary

The broad framework of government at
Porgerais obviously critical to commu-
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Table 3.4 Issues for development of capacity

Sector Sub-sector I ssues and Capacity Gaps
Agriculture Food production Food security, markets for excess production, land, techniques, irrigation, crop
varieties, karuka (pandanus nut), training, micro-finance.
Cash crops Lack of market & value adding infrastructure; road network; limited access to advisory
services; productivity
Forestry Building materials; furniture, environmental issues, access to expertise.
Animal Husbandry Introduced species and varieties of fish, birds and mammals, food supply, market;
feedstock, veterinary services.
Commerce Manufacturing Power, markets, transport,
Trading Road security, backloads, pricing, logistics, plantation crops, timber, value added
goods.
Governance and Fiscal security; role of Boards & Managers; role models, training.
Management
Services Legal, accounting, bookkeeping, communications, training, government services,
banking investment, communications, commercial training services.
Alluvial mining Fair price, techniques, mercury, scale & mechanisation, SY SMIN, training.
Government Local Level Govt Planning, prioritisation budgets, project management, proposal writing, training in roles
etc., Western Regional Training Authority (WRTA)
District Admin. Resources, accountability, politicisation, leadership, relations with NGOs, donors, SPA
(and WRTA when implemented.)
Hedth Planning, resources, logistics, in-service, maintenance, finance, prevention vs cure
Education Planning, accountability, in-service, maintenance, commercial education; volunteer and
NGOs
Women, youth and Group and financial management; project proposals and management; youth
sports mobilisation and motivation, leadership training, empowerment; NGO partnerships;
affiliation with national bodies.
DPI Logistics, accountability, coffee development & markets; food security; training and
extension, partnerships, proposal writing and monitoring.
Bus Dev Business and business group registration; advisory services, marketing advice,
bookkeeping, commercial networks
Police Leadership, logistics, transport, community policing, law enforcement, case
preparation.
Courts Communications, support staff, law enforcement, training (village courts).
PDA Planning, budget security, future insecurity, town management vs project management,
practical capacity building, partnerships.
WRTA Start-up and logistic support; long term funding, partnerships.
Infrastructure Transport Maintenance of roads, Kairik; feeder roads, maintenance of equipment, council
planning.
Power Mini-hydro maintenance; power line maintenance (if no PNG Power); collection of user
fees; relationship with PNG Power
Communications Sustainable services; relationship with Telikom, user fee collection, internet services
and service providers, community radio, market place meetings.
Retrenched Wage employment Portability of experience and training; market demand; matching demand with skills;
Employees redundancy package and investments; SY SMIN*, skills transfer to village economy.
Self employment in Business management, market analysis, training, SY SMIN
business
Self employment, agric, | Exportsfor devaluation protection; personal budgeting, market access, investment
casual, village strategies
Retirement Pension adequacy and security
Contractors Use of skills and assets; re-locating to meet market
Social Services Asfor District In Porgera: bridging support until District Services are up to speed; for the riverine and
Administration Hides Transmission Line (HTL) impact areas, restoration, initiation or maintenance of

basic services in health and education will be required.

*SYSMIN is aEuropean Union mineral stabilisation mechanism to protect incomes of developing nations from mineral price fluctuations.
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nity well-being and development pros-
pects both in the next decade, and after
mine life. Delivery of essential commu-
nity services post-mine will be the re-
sponsibility of (primarily) district-level
government, set within Provincial and
National Government structures. At
present District Administration at
Porgeraisbarely functioning, and fallsa
long way short of thelevelsof efficiency,
capacity and accountability that will be
required to maintain even the most basic
levels of government service delivery
post-mine. In this regard, Porgerais no
different to most other parts of Papua
New Guinea. What is different is that
the possihility exists over the next dec-
ade of using mine-related revenues and
resources to establish the structures and
mechanisms to ensure that governance
at Porgera meets the needs and aspira-
tions of the population post-mine
(Plate 3.3).

3.3.1.2 Background

A detailed explanation of the PNG sys-
tem of local, provincial and national gov-
ernment is available in Appendix 4. For
our purposes, thereader should be aware
that the local and provincial levels of
government are organised under the New
Organic Law on Provincial and Local
Level Government (1995; hereafter,
NOL). This law delegates substantial
planning powers to local governments,
and relates locally developed plans to
the provincial and national planning and
budgeting mechanisms. In theory, the
system is highly democratic and respon-
sive to local needs, starting as it does at
theward level. In practice, it suffersfrom
the lack of trained planners and project
managers, poor integration with budget
processes and low levels of accountabil-
ity. On the positive side, Local Level
Governments (LLGs) have provision for
inputs from women, youth and business,
offering the hope that capacity building
can work on several levels to improve
responsiveness and efficiency in deliv-
ering goods and services.

The political wings briefly outlined
above are supported by structures which
administer each level of government’s
area of responsibility. These are coordi-
nated by district and provincial level ad-
ministrations headed by senior public

PJV

Plate 3.3  Paiam township that is administered by the Paiam Management
Company

servants, the District and Provincial Ad-
ministrators respectively.

Police, courts, mining wardens and co-
ordinators, environment, education
standards, examinations, and policies;
public service terms and conditions of
employment are examples of national
government functions. Health and edu-
cation staffing and payments, provincia
roads, primary industry, business devel-
opment, and community development,
district services and the coordination of
local level governments are provincia
functions. Construction and care of aid
postsand elementary schools, feeder road
and ward level agriculture planning are
examplesof local level government func-
tions.

Pre-mining Conditions

The Interim Enga Provincial Govern-
ment was established in 1978 and full
provincial elections were held in April
1980. The elections resulted in the es-
tablishment of a Provincia Assembly
with 21 members. These members then
elected one of their number as Provin-
cial Premier. Unlike the current system,
there was no provision for any Assem-
bly Member or the Premier tobeaMem-
ber of Parliament.

Provincial, district and LGC plans and
budgets were coordinated centrally by
the policy and planning units with Pro-

vincial Governmentsand funds disbursed
onaquarterly basisto approved projects.
In 1987 thetotal revenue availableto the
Provincial Government was K14.7 mil-
lion. Of the total revenues available to
the EPG only 4.3% was raised inter-
nally.

Prior to mine start-up the Porgera Dis-
trict Administration was limited to the
provision of basic health and education
services, agricultural extension support
and the maintenance of law and order.
Air services were limited and road ac-
cessto Wabag was constrained by main-
tenance problems. While administrative
services were limited and not aways
effective they were generally valued by
the local communities and L GCs which
usually played an active role in their
establishment.

The Current Situation and Stakeholders
The PorgeraGold Mineissituated in the
Porgera—L agaip District (and el ectorate)
of Enga Province (Figure 3.2). The dis-
trictisserviced by the Porgera(c. 22,000)
and Paiela LLGs, which have a com-
bined population of approximately
30,000. While the official district ad-
ministrative unit (and National elector-
ate) covers Porgera and Laiagam the
areas are treated as separate districts for
local planning purposes, although
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whether this situation will continue in
the post-mine period remains unclear.

Social and economic development in the
Porgera District isinextricably linked to
maintaining road transportation links to
other Highland provinces and to Lae.
Hence any planning exercise for the
Porgera District must also consider so-
cial and economic development initia-
tives for communities along the Porgera
—Laiagam road corridor, and should be
extended to include the other mine im-
pacted communities along the Hides
transmission line and down the Lagaip—
Strickland river system.®

The following outline lists the many po-
litical, administrative and economic and
structures which make up the ‘institu-
tional stakeholders' operating on behalf
of the impact area populations. A brief
note indicates current status (October
2002) and opportunities for capacity
building, or sources of expertise/excel-
lence to be tapped in capacity building
programmes. (A much fuller discussion
isto be found in Appendix 5.)

War d Development Committees: Nei-
ther the Porgera nor the Paiela LL G has
prepared a five-year plan.

L ocal Government Assembly and Ex-
ecutive Committee: The Porgera LLG
membersface re-election dueto disputes
in the elections held earlier thisyear. As
such, thereisno Porgera LLG. The pre-
vious LLG left no five-year plan to be
implemented in the interim. The Paiela
LLG has nominated a President and has
met in Assembly, showing an interest in
re-opening the Paiela airstrip and reju-
venating the coffee industry.

District and Provincial Administra-
tions: Poalitical intervention in staff place-
ment and lack of planning have hindered
the effectiveness of these administrative
bodies. The District Administration is
nearly paralysed by absenteeism and lack
of leadership and accountability. Budget
cuts hamper the effectiveness of the Pro-
vincial Administration.

As a note of some urgency, the lack of
both a Porgera LLG and effective Dis-
trict Administration creates avacuum in
which frustrations could too easily build
inthedistrict. The PDA isby default the

government body of choice, but suffers
from limited resources and mandate. The
temptation for PJV to step (or be pushed)
into the breach must be resisted if disen-
tanglement and capacity building are to
commence.

Joint District Planning and Budget
Priorities Committee: Nominally, the
JDP& BPC isdesignated as the principal
decision-making body in the district. It
is mainly constrained by weaknesses in
the District Administration.

Joint Provincial Planning and Budget
Priorities Committee: The members of
the Enga PP&BPC face similar con-
straints to their JDP& BPC counterparts:
lack of plansto work from or support.

National Government Department of
Mining: The DoM administersthe Min-
ing Act, the Mine Safety Act and con-
ducts regular reviews relating to
stakeholder commitments as defined in
the various stakehol der agreements.

The DoM is currently seeking to inte-
grate its draft policy on mine closure
with a national policy on benefit stream
management and planning for sustain-
able development. It isanticipated that a
policy which covers benefit stream man-
agement, planning for sustainable de-
velopment and mine closure will be in
place by June 2003. In the interim the
DoM refers mining project stakeholders
toits draft Mine Closure Policy.

The current Draft Mine Closure policy
providesfor the devel opment of a Social
and Economic Development Plan
(SEDP) for each mining project areaand
states that:

 SEDP should embody the principles
and practices of sustainability and
aim at providing from benefit streams
during the mine-operating phase, ad-
equate finance for the provision and
maintenance of community services
after mine closure.’

TheDepartment of National Planning
and Monitoring: Aspart of its commit-
ment under the Porgera Development
Agreementsthe DNPM hasrecently pro-
duced a study for the development of a
Long-term Economic Development Plan
for the Porgera District.

ThePorgeral ocal Level Gover nment
Special Purposes Authority: The
Porgera Special Purposes Authority
(PSPA) has its genesis in the Porgera
Development Authority (PDA) which
was established in 1989 by the Provin-
cial Government to assist landowners,
the District Administration and the
Porgera and Paiela LLGs as part of the
Porgera Development Agreements. It
was revised in 1998 so that its functions
were consistent with the New Organic
Law (NOL.)

Under this proclamation the PDA isto:

e Construct infrastructure on behalf of
the national, Provincial and LLGs
within the Porgera District.

 Assist the Porgeraand Paiela—Hewa
LLGs in the implementation of their
administrative functions.

» Manage the construction of facilities
in Paiam, Porgera and Kairik towns
and manage their operations.

e Managethe payment of royalties and
other mine related income in the
Porgera District.

» Manage and operate the Porgera Dis-
trict Hospital.

» Advisethelandownersandthe LLGs
on natural resource project agree-
ments.

* Implement the functions of the Ten-
ders Board, Building Board, Physi-
cal Planning Board and other
functions delegated to it by the Na-
tional Government, Provincial Gov-
ernment or LLGs.

* Receive and expend funds on behalf
of the Porgera and Paiela—Hewa L o-
cal Level Governments.

3 Planning in the Porgera District will need to
take account of the proposal (the Western Re-
gional Training Authority) to support LLG plan-
ning initiatives in Tari and Laiagam through the
AusAID Incentive Scheme. Public administration
and law and order have largely broken down in
these areas and a program of capacity building
has been recommended to resurrect the district
administrations and planning processes in these
areas.
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The combination of financial and tech-
nical capacity together with control over
various boards make the SPA the key
decision-making body inrelationto plan-
ning for public infrastructure and serv-
icesin the district.

While the SPA is acknowledged for get-
ting the job done, its relationship with
the District Administration, LLG execu-
tives, the IDP& BPC, and the SML |land-
owners needs clarification and
strengthening. A better planning frame-
work to guide the SPA is the priority
requirement.

Paiam Town Management Company
(PMC): In response to Fly-In, Fly-Out
(FIFO) Agreement for the reduction of
commuting employeesin PJV, the PDA
established the Paiam Town Manage-
ment Company (PMC) in 1998. The plan
provides for the development of Paiam
asaserviced residential and commercia
town. A staff of 13 includes a Project
Manager, Town Manager and Account-
ant with management and technical sup-
port from Yelgun. The PMC is proving
itself to be one of the most effective
small-town management organizations
in the highlands region, but relies heav-
ily on PJV and Yelgun.

PMC has largely fulfilled its develop-
ment role and under the FIFO Agree-
ment is scheduled to roll its town,
administration, maintenance, planning
and management organization to anewly
congtituted Urban LLG at the end of
2003. The urban council is proposed to
include Kairik, Paiam, Suyan, Porgera
Station and the Anawe Wards.

The Paiam Accommodation and De-
velopment Company (PADC): This
company was established by the National
and Provincial Government, PDA,
Y elgun (for accounts) and the landown-
ers to administer the funding, construc-
tion, renting and maintenance of houses
for PJV relocation employees at Paiam
under the FIFO agreement. It was origi-
nally estimated that PADC would build
some 515 housesfor PJV. However, due
tolocalisation of workforce positionsand
areduction in the overall workforceitis
now estimated that the number of houses
required by PJV will be considerably
less.

The intent is for the PADC to progres-
sively sell off PJV houses, and revenues
used to repay interest free loans and
maintain Paiam infrastructure. Asfor the
PMC, PADC also offers high level man-
agement skills; however, its future and
scale of operations needsto bereviewed
by the state and the landowners.

PJV Joint Venture Community Affairs
Department: PJV established Commu-
nity Affairsto provide community serv-
ices, social security for mine operations
and handle negotiations with landown-
ers and government agencies and man-
age agreements. Community Affairs has
aseat on the Board of the PDA.

Currently PIV Community Affairs De-
partment provides core support services
to the operations of PJV and the project
area communities through its sections
which employ about 100 staff. Social
Development, Business Development,
and Community Projects (including the
Tax Credit Scheme and Infrastructure
Development programs) are the most
activein supporting local social and eco-
nomic development activities. The De-
partment has added a Social Closure and
Sustainability Section, to parallel theclo-
sure/sustainability functions within en-
vironment.

Por gera L andownersAssociation: The
Porgera Landowners Association was
formed to represent the SML landown-
ers in their negotiations with the State
and PJV, although it did not actually do
this. Its current principal involvement in
public administration is through repre-
sentation on the board of the SPA.

The Community Issues Committee
(CIC): has meet regularly for over 10
years and is recognised by PJV as the
main community forum for dialogue on
issues within the community.

The Porgera District Women's Asso-
ciation (PDWA): The Women's Asso-
ciation is structured around wards and
each has its own group who nominate a
member to be on the Executive. The
association runs small businesses such
asacamp canteen, artifact shop and buys
vegetables for sale to Crocodile Cater-
ing JV for the two messes. Out of profits
they haveinitiated amini-credit scheme.

Currently the Association relies heavily
on PJV Social Development Section for
logistical, advisory and management sup-
port and amajor priority isto build inde-
pendent capacity.

Yelgun: Yelgun is a Placer subsidiary
originally incorporated to provide stra-
tegic and technical support to Ipili
Porgera Investments (iPi), the Porgera
landowner umbrella company. From
1998 Yelgun has also been responsible
for managing and providing technical
assistanceto PMC. Yelgun'skey roleis
to develop enterprise through iPi, PMC
and PADC.

Por ger a Sustainability Planning Com-
mittee: The Porgera Sustainability Plan-
ning Committee is an embryonic and
evolving organisation of government and
landowner representatives. It wasformed
to assist government and landowners to
organise their response to the Porgera
MOA review and to mine closure issues.
The principal challenge facing this or-
ganisation is for landowner representa-
tives and the District Administration
(also representing LL Gs) to agree on an
agenda and procedures for negotiating
with the State and PJV.

Churches and Community Groups:
Church and community groups, particu-
larly the Porgera District Women's As-
sociation, play an active role in
promoting community development and
women’s activities throughout the
Porgera District. The consolidation and
expansion of their development activi-
ties is, however, constrained by lack of
finance and basic training in community
mobilization and project management.

Local Business and Business Groups:
Due to the operations of the Porgera
mine there is a high level of local busi-
ness activity within the district associ-
ated with the mining industry. There is
also growing interest by Porgerans in
investing in non-mining activities both
within and outside the district. As noted
earlier, business activities are well sup-
ported by Y elgun and the CAD Business
Development Section.

Business development activity has the
potential to contribute to the maintenance
of public infrastructure and services
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through the payment of taxes and fees
and the payment of wages to employees
who can purchase public goods and serv-
ices.

Public Administration Revenue and
Expenditure Estimates

Provincial Revenue and Expenditure
Estimates: The EPG revenue estimate
for 2000 was K49.12 million. Of this,
amost 81% (K39.6 million) comes in
grants and subsidies from the National
Government*, Of the remaining K9.52
million attributed to local revenue rais-
ing activities, K3.75 million comesfrom
VAT, the value of which istied closely
to the consumption of goods and serv-
ices related to activities associated with
the Porgera Gold Mine.

In 2000 mining related revenues ac-
counted for almost 30% of the total EPG
budget and almost 70% of the revenues
available for development expenditure.

District and LLG Revenue and Ex-
penditure Estimates: Thetotal revenue
available to the Porgera District from
government sources in 2001 was esti-
mated at K8.171 million. This amount
comprises:

e K0.684 million in national and pro-
vincial grants to the Porgera and
PaielaLLGs.

e K6.440 million in PDA Administra-
tion and Development grants.

e K0.797 million in National Govern-
ment salaries to support district pub-
lic servants.

e K0.250 million in district support
grants from the L agai p-Porgeralocal
member.

I'n sum, of the estimated revenue base of
K8.171 million, 91% (K7.478 million)
comes in grants and subsidies from the
National Government. In 2001 mining
related revenues accounted for 76% of
the total Porgera District budget and al-
most 100% of the revenues available for
development expenditure. With the ex-
ception of the local member’s District
Support Grant virtually all of the dis-
trict’s development revenue is managed
through the PDA.

Base revenues are clearly supplemented
by the Porgera Special Purposes Author-
ity which plays an important role in the
management of the District’ smining rev-
enue entitlements as specified under the
various MOA.. In addition to providing
administrative support grants to both
LL Gsthrough the Special Support Grants
(SSG), the PDA manages the funding
and tender processfor thedistrict’scom-
munity and public works programs.

In terms of the allocation of national and
provincial grants by principal govern-
ment activities for 2001, expenditure on
administration in both LLGs is heavily
subsidised by SSG grants through the
SPA (PDA), and there is relatively mi-
nor expenditure on all government serv-
iceswith the exception of infrastructure.
There is, however, no consolidated dis-
trict revenue and expenditure plan that
will allow for the analysis of the total
alocation to the various development
sectors.

Without belabouring the point, early clo-
sure throws all the above budgeting and
implementation mechanisms into crisis
management.

3.3.1.3 Sustainability | ssues

Budget Considerations; Assuming that
the current arrangements continue for
the management and distribution of min-
ing benefitsin support of public admin-
istration and services and that there are
no supplementary agreements negotiated,
the following scenario is considered
likely.

The Provincial budget will start to de-
cline from its current ceiling of around
K50 million at the cessation of mining
in 2006. The decline is expected to con-
tinue to 2012 when PJV gold production
operations at Porgerawill cease. At this
time the provincial budget is expected to
stabilise out at between K30-35 mil-
lion.®

Without replacement of these revenues
the EPG will only have sufficient budget
to meet the salaries and administrative
costs of the provincial and LLG political
executive and district public servants.
There will be limited scope to support
the maintenance of existing infrastruc-

ture, let alone the development of new
infrastructure and services.

District and LLG budgets will follow
the provincial trend. It is anticipated that
the district budget will decline from its
estimated ceiling of K7.5 million from
the cessation of mining in 2006. The
decline will continue to 2012 at which
timeitisexpected that the district budget
will stabilise out at between K1.5-2.0
million.

SML landowners and their business
groups have not sought to support insti-
tutions that will be required to provide
essential goodsand servicesto landown-
ersafter the mine closes, with the excep-
tion of their contribution to PADC.
However, subject to effective manage-
ment of the Children’s Trust Fund and
their business investments, they will be
the only group in the Porgera District
with significant funds at the end of mine
closure to support public infrastructure
and servicesif they so desire.

In sum, after 2006 (or sooner if the mine
closes prematurely) the current level of
government activity throughout the
province and Porgera will not be sus-
tainable unlessgovernment mining rev-
enues are supplemented from other
sources. In the period between 2006 and
2012 there will be a progressive decline
in government revenues to the extent
that the province and the district will
experience difficulty in maintaining key
infrastructure and services. In addition,
services such as education and health
will be particularly vulnerable to the de-
clinein mining revenues given that these

4 This figure includes royalty payments made by
the National Government to the province which
the Provincial Government hasincluded as ‘inter-
nally raised revenue'. It is also noted that the bulk
of the LLG and Village Services Grants are used
to cover recurrent operational costsof LL Gsrather
than to cover development expenditure. Grants to
non-government organisations also principally
cover the recurrent costs of mission health serv-
ices. In sum available devel opment expenditurein
2000 was more likely to be K18.337 million than
K21.870 million.

5This calculation alows for the removal of roy-
alty, equity dividend, SSG, special mining agree-
ment projects, and a reduction in the amount of
VAT asaresult of declining business activity and
consumption.

44 Porgera Mine Closure Consultation Document



3. Socio-economic Considerations

services are extensively subsidised
through the application of mining rev-
enue entitlements such as SSG and roy-
alties for school fees.

Expenditure Planning: Having a de-
velopment vision isimportant, however,
having the money to develop and imple-
ment the visionismoreimportant if peo-
pl€ saspirationsare not to be continually
frustrated. The challenge for those
charged with public sector administra-
tion and planning is to ensure that the
‘vision’ and the public sector capacity to
raise the necessary finance to support
the vision are at least reasonably com-
patible. Thereality of this challenge has
yet to be confronted by the political and
administrative executives of the EPG and
the Porgera District and, most impor-
tantly, by the SML landowners.

If the budget scenarios presented above
are accepted as the ‘bottom line’ for ex-
penditure planning, the development vi-
sion for both the province and the Porgera
District would require the immediate
prioritisation of essential infrastructure
and services and the development of a
budget strategy to support these priori-
ties.

If thereisto be any realistic dialogue on
the issue of sustainable development at
the provincial and district level, the po-
litical and administrative executive must
first of all establish what revenues are
likely to be available in the lead up to
and after mine closure and tailor their
vision accordingly. This does not pre-
clude negotiating for additional revenue
sources to expand the vision, however,
there must be provision for prioritising
infrastructure and services should these
additional revenues not be forthcoming.

In this context, it is suggested that as a
first step the EPG and the Porgera Dis-
trict undertake an immediate exercisein
determining their likely revenue esti-
mates in the period 2003-2012. These
revenue estimates should be acknowl-
edged as bottom line estimates.

Consolidating the Revenue and Ex-
penditur e Planning Process. Inthecase
of the Porgera District the expenditure
planning, and prioritisation process could
besignificantly improved if revenue and
expenditure estimatesrel ating to the con-

tribution of the district, the PDA and
external support agencies (PJV and Aid
Donors) were consolidated in one docu-
ment. Currently the district budget esti-
mates detailed in the provincial budget
do not reflect the revenues managed by
the PSPA.. Consolidated budget estimates
would give project area stakeholders a
clearer picture of the available revenues,
their source and likely continuity.

Consolidation of the budget estimates
must be accompanied by consolidation
of the planning process for the formula-
tion of thedistrict, LLG and ward devel-
opment plans. If sustainability issuesare
to addressed it is important that a plan-
ning and budgeting processisfacilitated
which involves both the political and
administrative executivein acoordinated
analysis of the development needs, the
formulation of program and project pri-
oritiesand the budget implications. With-
out the involvement of al parties the
planning system is likely to remain ad
hoc and opportunistic despite the best
efforts of individual agencies.

PJV Planning and Budgeting Proce-
dures: While there is much criticism of
the government planning process PJV
acceptsthe need to examine its own pro-
cedures particularly in view of its pro-
posed support for the development of a
five-year plan for Porgera. As detailed
above the Community Affairs Depart-
ment (CAD) is heavily involved in sup-
porting community development and
public infrastructure and services, par-
ticularly through the Tax Credit Scheme
(TCS) and Infrastructure Development
Programme (IDP). Currently planning
within the CAD is undertaken on an an-
nual basis with little provision for for-
ward estimates and programming across
all sections. For PJV to enter into aplan-
ning partnership with the District which
alsoinvolvesbudget support through the
TCSand the IDP amore comprehensive
approach to expenditure and develop-
ment planning than is currently the case
will need to be adopted, i.e., ashift from
an annual planning and budget cycleto a
medium-term approach.

Management, Coordination and Poli-
tics: PJV believes that the mining rev-
enue transfers from the National to the

Provincial Government and landowners
must be managed effectively if the ben-
efits of mining are to outweigh the costs
to project communities and the nation.
Where there is gross inefficiency and
mismanagement, it isunderstood that the
State, through its proposed policy and
guidelines on benefit stream manage-
ment and planning for sustainable de-
velopment, intends to be more proactive
in supporting structures (including Spe-
cial Purpose Authorities) which allow
for sound management and coordination
of benefits while outstanding adminis-
trative and political issues are resolved.

Based on its experience at Porgera over
the last decade, PJV believes that poli-
tics will continue as a major influence
on the administrative system. The ex-
ecutive costs of the Provincial Govern-
ment members and the LLG executive
are significant and impinge on the fund-
ing available for development activities.
Provincial revenue entitlements gener-
ated from the Porgera mine currently
allow generous subsidies to the opera-
tions of the provincial and LLG execu-
tive. Come mine closure, these funds
will no longer be available and the po-
litical executive will be confronted with
the task of balancing the demands of
politicians and those of the line depart-
ments. For thisreason, it isessentia that
the political executive of the province
and LLG assemblies are actively in-
volvedinthe provincial and district plan-
ning process so that they can make
informed judgments on program and
project priorities within the available
budget. Failure to secure their participa
tion in the planning and budget process
is likely to lead to significant problems
in the management of the provincia
budget in the lead up to and after mine
closure.

The above being said, it is still worth
noting that improving government serv-
ices is a worthwhile strategy in any
Porgeradevelopment plan, asthese same
serviceswill strengthen the overall ‘ mar-
ket value' of Porgera—Paielain the post
mine era.

District versus LLG Planning: The
NOL vests a wide range of functions
with LLGsbut it is questionable whether
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most rural LLGs will ever have the re-
sources to perform these functions. The
Porgeraand PaielaLLGs arelargely de-
pendent on the District administration
and the PDA for planning and budget
support. The exception in the Porgera
District is likely to be the Paiam Urban
LLG which, once constituted through
the initial inputs of the PMC, can pro-
vide efficient and effective management
and technical advice for urban develop-
ment functions.

Experience elsewhere in PNG also sug-
gests that rural LLG plans need to be
constructed within the framework of pro-
vincial and district sectoral development
profilesif they areto berealistic. Wards
and LLGs are often too small for mean-
ingful sector analysis and often all that
is possible is to undertake a needs as-
sessment and develop project priorities.
The needs assessment and project pri-
orities must then be integrated into a
wider district and provincial expendi-
ture plan which allows assessment of the
available human and financial resources
before committing to ward and council
projects.

The problems of implementation at the
rural level are exacerbated by problems
of financial management and cash flow.
Under the NOL, LLGs are supposed to
receive administrative and development
grants ‘direct’ from the National Gov-
ernment. In reality these funds are first
deposited into the general account in the
provincial treasury for disbursement to
the district treasuries and are eventually
used to cover LLG commitments. In the
case of the Porgera District the PDA has
played a pivota rolein the management
of cash flows by being able to secure
funds directly from either PJV or the
National Department of Treasury.

Early Closure: If for a range of com-
mercial and social reasons the mine
closes well before 2012 (and the recent
prolonged suspension of mining due to
the felling of transmission line towers
highlights the possibility) this will have
a major impact on the capacity of the
province and the district to develop a
sustainability strategy. Government
agencies need time to improve their ca-
pacity to plan and both government and
landowners are counting on continued

revenueflowsfor at |east another seven—
eight years to support their development
activities. In particular, thereis growing
support among some landowners and
public servantsfor implementing astrat-
egy which would see some of the re-
maining benefit streams allocated to a
Trust Fund to maintain public infrastruc-
ture and services after mine closure. If,
however, the mine were to close in the
next 5 years there would be little scope
for consolidating the planning and budget
process and accumul ating sufficient rev-
enues for a Trust Fund. In other words,
early closure would severely constrain
the ability of the parties to provide for a
sustainable post-mine social and eco-
nomic environment.

It can be noted here that elections are
due in 2007 and 2012, at which times
the mine and PJV will be a particularly
convenient target, having laid off nu-
merous staff in 2006, and being near
closurein 2012. Part of the ‘ social insur-
ance against early closure should in-
clude engagement of the mine's
numerous beneficiaries in government
to ensure that planned revenue streams
do indeed eventuate.

3.3.1.4 TheVision

PJV aspires to see a functional District
Administration that operates within the
framework of the NOL, supports Local
Level Government, is actively involved
in the mine closure process, and has suf-
ficient funds to carry out its develop-
ment functions for the remaining life of
the mine and after closure. PJV believes
that capacity building in the core areas
of district, LLG and ward development
planning isvital to effective administra-
tion in the Porgera District. PV will
also work with the DoM to develop ap-
propriate mine closure/ sustainability
administrative structuresin line with the
new policy currently being developed
by DoM.

Specifically PJV hasflagged itsintent to
work with the EPG, the Porgera District
Administration and the PDA to develop
the Porgera District Plan. It is probable
that consultation will focus on six pri-
mary development sectors: Health, Edu-
cation, Justice, Industry and Services,
Primary Industry, and Infrastructure (see
also Section 3.1.5).

This broad vision overlaps with what
other stakeholdershave already indicated
they wish to see occur in the area of
public administration. These other aspi-
rations include good governance and
public administration being carried out
in accord with the provisions of the New
Organic Law (NOL). The Enga Provin-
cial Government have indicated a desire
for greater financial benefits (through
the Tax Credit Scheme, IDP and SSG)
from the Porgera mine project and im-
proved implementation structures at pro-
vincial and local level. Porgera District
Administration and the Porgera and
Paiela LLGs wish to take up a more
central rolein the planning and adminis-
tration of the area as provided under the
New Organic Law.

All the magjor stakeholders want to see
the District Administration and LLGs
operate more effectively. They recog-
nisethat if governanceisnot effectivein
Porgera District, any gains in economic
and social development prior to mine
closure are likely to be short-lived. To
achieve this they variously recommend
improvements to the planning process
and, in particular, to consultations be-
tween the Provincia Government, the
District Administration, the LLGs, the
PDA andthe SML landowners. All stake-
holders are unanimous in their call for
adequate revenue to be alocated to the
LLGs to support the development and
maintenance of public infrastructure and
services.

3.3.1.5 Optionsfor PIV

The discussion above highlights a huge
problem that requires addressing. PV is
prepared to assist wherever possible in
this process, however, thisis one of many
areas where the scope for the company
to‘solve’ the problemislimited. Putting
in place administrative structures that
can lead to the retention and enhance-
ment of benefits for the people of
Porgera, (and enhanced administration
and servicedelivery to other stakeholder
communities) both in the next decade
and post-mine, isclearly aresponsibility
of al levels of government. It is also a
prime area for developing lasting part-
nershipsto develop administrative, tech-
nical and executive capacity. Some
suggestions, none of which are mutually
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exclusive, are provided below, with the
possible PV role highlighted. It isworth
noting that the options imply inevitable
overlap and that the DoM process in
Option 2 may soon have the force of
regulation.

Option 1: Develop a Joint Stakeholder
Agreement

Continuation of the existing situation
clearly is not what any of the stakehold-
ers want. There is recognition that a
change in approach from al parties is
required if the process of governance
and administration isto beimproved and
the remaining public benefits streams
are to be used for sustainable develop-
ment. If change is to happen, however,
agreement needs to be reached on a
number of coreissuesin relation to pub-
lic administration and planning in the
Porgera District. There needs to be:

e Consolidation of the institutional ar-
rangements for planning and budget-
ing.

« Discussion and agreement on theim-
pact of mine closure on public infra-
structure and services.

e Formulation of arolling threeto five
year district sustainability plan for
the core public infrastructure and
Service sectors.

 Procedures for managing and moni-
toring the plan.

 Capacity building support for the po-
litical, government and community
structures which will be associated
with the development of the plan.

If stakeholders cannot agree on, or ad-
here to, these processes then there is
little likelihood of the political and ad-
ministrative executive arms of govern-
ment being able to collaborate in the
development of a plan that will sustain
public infrastructure and service activity
beyond the life of the current develop-
ment agreementswhich bind the Porgera
stakeholders. PJV has the option of tak-
ing an active or apassiverolein promot-
ing stakeholder dialogue and
convergence of views. The activeroleis
a more natural part of the consultation
process arising from this document.

Option 2: Use the DoM Sustainable
Development Process

The National Government, through the
Department of Mining, is involved in
the development of asustainability policy
development process for the minerals
sector. As part of thisprocess, it appears
at thisstagethat the policy will strengthen
the role of SPA’s in mining areas, im-
prove benefit stream management and
planning for sustainable development
and mine closure, and make resources
available at the national level to assist
with the capacity of District Administra-
tionand LLG.

In the context of the National Govern-
ment’s mine closure planning policy the
Porgera project stakeholders will need
to assign representativesto the Mine Clo-
sure process and establish aPorgeraDis-
trict Development and Mine Closure
Planning Committee (PDD& MCPC).
Thiscommittee will be assigned respon-
sibility for the design, implementation,
management and monitoring of the plan
under the supervision of the DoM (which
aready has the Misima and Ok Tedi
closure modelling exercises to work
from) and the DNPM. The National Gov-
ernment would take responsibility for
the overall management and monitoring
of the plan. The DoM may assign func-
tional responsibility tothe PDD&MCPC
for the day to day management and im-
plementation of the plan.

It is important that the planning process
be developed beyond a list of sector
projects which have no basis in needs
assessment or the ability of the province
to pay for these projects. In sum, a Dis-
trict Sustainability Plan must:

e Reflect demonstrated community
needs and development opportuni-
ties.

e Take into account provincial and
National Government development
policies and strategies, aswell asthe
priorities of the Joint District Plan-
ning and Budget Priorities Commit-
tee (JDP&BPC).

 Establish the respective service de-
livery/development roles of govern-
ment, the private sector, community
based organizations (e.g. churches

and development NGOs) and indi-
viduals.

» Address a set of feasible service de-
livery/devel opment priorities, taking
into account expected revenue re-
ceipts, community contributions and
LLG implementation capacity.

* Provide operational guidanceto pro-
gram/project implementers through
documenting clear development ob-
jectives, performance indicators,
work plans and budgets.

* Provide a basis for monitoring im-
plementation and promoting account-
ability and transparency in the way
that public funds are spent.

The development of the PDD& MCPwill
require arange of planning and manage-
ment skills, experience and resources
which are currently in short supply in
the Porgera District. While many of the
PDD&MCPC members have planning
and budget experience, few have been
involved in a process which requires a
more comprehensive approach to devel-
opment planning. Inthiscontext, if there
isto be amore comprehensive approach
to planning then it will need to be ac-
companied by a capacity building pro-
gram to support the development of core
skills in those individuals and agencies
charged with the responsibility for de-
veloping and approving the plan.

PJV recognises the need for a capacity
building project (in association with in-
ternational NGOs such as the World
Bank or AusAID) which will assist the
PDD&MCPC members and their agen-
cies to design, manage, implement and
monitor the plan. Until the effects of
such capacity building become appar-
ent, PV may in the short term coordi-
nate and communicate to move the
consultation process forward.

Immediate Action

Asnoted above one of the biggest threats
to the implementation of a sustainability
strategy for Porgera is early mine clo-
sure. Thiswould limit the scope for con-
solidating the planning and budget
process and for investing in human and
enterprise resources. In thiscontext, itis
suggested that there is little aternative
than to immediately proceed with the:
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e Consolidation of the institutional ar-
rangements for the development of
the Porgera District plan;

e Development of a capacity building
program in support of the above.

3.3.1.6 PJV’'sProposal for Action
PJV proposes, conditional on the sup-
port of the other key stakeholders, to:

e Support the DoM in the establish-
ment of a process for the coordina-
tion of mine closure activities in
accordance with the principles of the
draft policy.

e Support the establishment of the
Porgera District Sustainability Plan-
ning Committee to coordinate the
design, implementation, management
and monitoring of the Porgera Dis-
trict Sustainability Plan.

e Support acapacity building program
to assist government, communities,
landowners and the private sector to
participate in the devel opment, man-
agement and monitoring of the plan.

» Extend the development planning ini-
tiatives of the PDSPC to communi-
ties living along the Porgera—
Laiagam road corridor, the Hides
transmission line, and the Lagaip—
Strickland river system provided gov-
ernment and/or counterpart/NGOs
commit to assistance in programme
implementation and monitoring.

3.3.2 Health

3.3.2.1 Summary

Any discussion of health and
sustainability issues at Porgera needs to
assess the level of health infrastructure
and the level of preventive and curative
health delivery services in the District.
The hedlth status of the community at
Porgera has historically been relatively
good by Papua New Guinea standards,
although maternal and child health and
pneumonia were poor, at least by inter-
national standards. The development of
the Porgeramine has seen anincreasein
the health facilities within the valley,
and the delivery of health services has,
overall, improved. At the same time
health service delivery has been con-
strained by administrative difficulties
(see Section 3.3.1), and new diseases (or
at least theincidence of particular condi-
tions) hasincreased. Theseinclude HIV/
AIDS, along with other STDs, reports of
increasing alcohol and drug abuse, and
increasing concerns about mental health
problems in the community. The key
sustainability issue is an agreement on
an appropriate level of health care (pre-
ventative and curative) for the commu-
nity post-mine closure and the
identification of appropriate funding and
administrative resources to support this
level of service.

Plate 3.4  Paiam Hospital

3.3.2.2 Background

Stakeholders

Thekey local stakeholdersarelocatedin
four geographic areas; Porgera District,
the Porgera—L aiagam road corridor, the
Lagaip—Strickland river communitiesand
the Hides—Porgera powerline communi-
ties.

The National Department of Health is
the key national level stakeholder.

Porgera District: The Porgera District
health domain is defined as covering the
approximately 30,000 people who are
administered by the Porgera and Paiela
LLGs. Withinthisarea, identified stake-
holdersinclude:

e The SML Landowners: The SML
landowners are among those who
have the best access to health serv-
ices given their proximity to Paiam
Hospital (Plate 3.4) and the Porgera
Urban Clinic. They are however the
most significantly impacted commu-
nity and must deal with awide range
of social and economic changes that
can impact on their health.

* Non-SML Landowners: The non-
SML landowners are represented by
the Porgera and Paiela LLGs. They
represent the bulk of the population
in the Porgera District (over 20,000
people). They are particularly con-
cerned about improving their access
to social and economic services and
health in particular.

e Women: Women have primary re-
sponsibility for the management of
the household and care of family and
relatives. They are also actively in-
volved in the subsistence and cash
economy. Given their pivotal role as
carers and in the maintenance of the
household economy they are major
stakeholders as both users and pro-
viders of health care. In this context
any health care strategy for the
Porgera District needsto consider the
specia health care needs of women
and the role that they can play in
health extension and service deliv-
ery.

The specia place of women in the
health care system has been recog-
nised by the Porgera District Wom-
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en’s Association (PDWA) which co-
ordinates women’s groups through-
out the district. The PDWA is a net
work of women’s groups located in
all 18 Wards of the Porgera LLG
pluspartsof Paiela. PV employ staff
who promote health education in the
district and are already involved
through the association. Thisis done
through health education workshops
and an awareness program conducted
at ward level. Program content fo-
cuses on personal and home hygiene,
nutrition, infant and childcare, and
sexua transmitted diseases includ-
ing HIV/AIDS.

TheDistrict Health Office: ThePro-
vincial Health Office (PHO) requires
that the District Health Officer pre-
pare an annual report detailing
progress against objectives and tar-
gets. Thedistrict reports arethen con-
solidated into an Annual Report and
forwarded to the National Depart-
ment for analysis and comment. The
district health plan basically follows
the same format and detail as the
provincial health plan (see below).

In general, health planning in the
province is considered adequate. A
review of the current district health
plan for Porgerashould, however, be
undertaken as part of the mine clo-
sure planning procedures. The Dis-
trict Health Officer notesthat, without
sound justification, it isunlikely that
the PHO will support the develop-
ment of any additional health serv-
ices that are not already included in
the 2001-2005 plan.

PJV Community Affairs Social
Development Section: PJV Social
Development Section is involved in
promoting Health awareness within
the framework of the district health
plan. The awareness program in con-
junction with the PDWA is centred
around a nutrition and hygiene pro-
gram that seeks to educate mothers
with new babies on the basic princi-
plesof hygiene and nutrition. Aware-
ness is conducted by way of
demonstration and field days at se-
lected locations throughout the dis-
trict.

Por gera—L aiagam Road Corridor: The
Porgera—L aiagam road corridor has been
included as an area which needs to be
considered as part of the mine closure
plan because of the importance of main-
taining the road link between Porgera
and Wabag. It is estimated that some
30,000 people live along this road, and
any planning efforts directed at securing
road accessinto Porgerashould takeinto
account the health needs of the ‘corri-
dor’ communities.

L agaiap-Strickland River Communi-
ties: The Lagaip—Strickland River com-
munitiesform part of the Porgeramine’s
area of impact through the environmen-
tal monitoring that the mine is required
to carry out on the environmental impact
of the disposal of tailings and overbur-
deninto the river system. As part of the
monitoring program PJV is also provid-
ing, in partnership with churches and
international NGOs, health support serv-
ices through Malaria and Filariasis pro-
grams. The company is seeking partners
to ensurelasting healthimprovementsin
these isolated communities.

Hides—Porgera Powerline Communi-
ties: These communities have used their
landowner status to disrupt power sup-
ply to Porgera when they feel they have
a grievance with the government, PV
and/or Porgeracommunities. During and
after the 2002 elections, power was dis-
rupted for over three months. The poten-
tial for recurrences around the 2007 and
2012 elections is noted. Engagement of
the communities through support of
health care and Community Assistance
Projects is a strategy to be reviewed by
PJV and stakeholders, including the SHP
Provincial Government when it emerges
from the current political impasse.

The National Department of Health:
The 10 year National health plan (2001-
2010) has four main policy objectives:
to increase servicesto rural populations;
expand health promotion and preventive
health services; develop staff profes-
sional, technical and management skills;
and improve health information and data
systems.

The principal function of the DOH isto
encourage provinces to work within the
framework of the plan and to monitor

national health trends. To this end the
DOH has been proactive in providing
technical support and operational fund-
ing to support health planning and serv-
ice delivery in the provinces. Currently
the principal focus of DOH support to
provinces is through the Health Sector
Development Program (HSDP) whichis
a joint Asian Development Bank and
AusAID development initiative available
to al provinces. Enga Province is a ma-
jor recipient of HSDP support. Of the
K7.8 million required for health service
operational costs for the Enga Province
in 2002, some 32% (K2.5 million) was
being sought through the HSDP.

In response to the DOH request for a
provincial health plan the Provincial
Health Office has prepared a five-year
plan (2001-2005) structured around 8
programs including, Rural Heath Fa
cilities, Family Health Services, Disease
Control, Environmental Health, and
Health Education and Promotion. Each
program has a goal, objectives, strate-
gies, activities, indicators of achievement
and annual budget estimates. It is worth
noting that the national, provincial and
district health plans are the most com-
prehensive plans of any government de-
partment in PNG.

Pre-mining Conditions

In 1987, the Porgera SEI S study reported
that the Porgera District was serviced by
a Hedlth Centre at Porgera Station, a
Health Sub-Centre at Paiela and 14 aid
posts, 12 of which were manned. MCH
patrolswereregularly conducted despite
the lack of road accessin thedistrict. All
health facilities were described as rea
sonably well run with adequate medical
supplies.

In 1987, the disease pattern at Porgera
based on admissions to health centres
illustrated that respiratory diseases
caused the highest number of admissions,
followed by gastroenteritis, accidentsand
malaria. Child immunization rates com-
pared to the rest of the province were
high and theincidence of sexually trans-
mitted diseases low.

In sum, despite its isolation Porgera
health services were considered above
average for the province.
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The Mt Kare gold rush in 1988/89 se-
verely disrupted health services in the
Porgera district. Paiela was particularly
affected. Aid posts and the health centre
closed as staff left for the gold fields.
There was a massive increase in sexu-
ally transmitted diseases associated with
the Mt Kare gold rush in 1988. However
at thistime there was little concern with
HIV.

Current Situation

Health Problemsand | ssues: Thelead-
ing cause of deaths and admissions at
Paiam hospital is infant/early childhood
pneumonia. The leading cause of adult
death isviolence linked to domestic vio-
lence and tribal fighting. Many cases of
violence go unreported. It is believed
that much of the violence is exacerbated
by drug and/or alcohol abuse, both of
which are seen as serious health issues.
Other major diseases include typhoid,
tuberculosis and pneumonia that are fa-
tal when linked to HIV/AIDS. Mdaria
is a mgjor problem in the Paiela sub-
district but not for Porgera.

The disease pattern for communities
along the Porgera—Laiagam road corri-
dor and Hides Transmission line is un-
derstood to reflect the general health
problems of the PorgeraLL G asdetailed
inthe Paiam hospital statistics. Thelead-
ing health problems of the L agai p—Strick-
land river communities are mosquito
borne diseases such as Malaria and
Filariasis.

HIV/AIDS: In the lead up to mine clo-
sure HIV/AIDS represents the biggest
health risk to the community. Paiam hos-
pital confirmed 62 cases of HIV/AIDS
between 1998-2001. To date (May 2002)
five people have been confirmed as hav-
ing died of an AIDS related illness. A
further 3 people have been diagnosed
with full blown AIDS and sent home.
The hospital offers no treatment. HIV
positive cases are being confirmed at the
rate of 4 per month. There are only
guesses as to the full extent of uncon-
firmed HIV casesor AIDSrelated deaths
in the community. Thislack of informa-
tion will be partly remedied when the
results of a survey by PNGIMR (PNG
Institute of Medical Research) become
available. The authorities suspect many

more people are infected but do not
present for diagnosis.

A Port Moresby forum sponsored by the
British High Commission (March 2002)
haswarned that the HIV/AIDS epidemic
isnow so severe that it has the potential
to affect every family in PNG. Thereis
no treatment for AIDS in PNG as the
country cannot afford the drugs. The
PNG AIDS epidemic could seriously
impact not only on the relevance of clo-
sure planning, but also the options for
post mine sustainable development.

Thereisan EngaProvincial AIDS coun-
cil and aPorgeraDistrict AIDS commit-
tee, but these organisations are
constrained by lack of directionand funds
from the National AIDS Council. Both
government and PJV staff have been in-
volved in HIV/AIDS community aware-
ness in the Porgera District (Plate 3.5).
However these people are in agreement
that more work is urgently needed. In
addition these staff have not been trained
in the latest techniques of peer-mediated
risk reduction counselling. Thereare cur-
rently limited counselling options for
HIV+ and AIDS patients, and the poten-
tial for violence in a pay- back society.

Health Facilities
Porgera District: The Paiam hospital
was built under the Porgera MOA’s and

Plate 3.5 PJV Health Extension
Officer at AIDS Awareness Sign in
Porgera Station

when it was opened the staffing and op-
erational costs exceeded the government
grant. Since its establishment the opera-
tional and staffing costs have been sub-
sidized by the PDA. A submission has
been made to the DOH to have all staff
working at the hospital designated as
public servants. It isunderstood that this
submission islikely to be approved thus
affording more security for the opera-
tions of the hospital after mine closure®.

In 2002 it was reported that 22 aid posts
have been constructed in Porgera Dis-
trict. Of these only 11 are operating as
approved aid posts under the provincial
health plan. A further 3 are operating but
are being supported by PV and mis-
sions.

The closure of 45% of the district’s aid
posts for a variety of reasons including
financial constraints and tribal fighting
has reduced the access of rural commu-
nities to basic health care services. In
addition, those services that are operat-
ing frequently have staff attendance prob-
lems and a shortage of drugs. With the
opening of the Paiam hospital in 1998
the Porgera Health Centre was closed
and an urban clinic now operates out of
the premises. The clinic also provides
MCH functionsto rural areas.

The Paiela Health Sub-Centre is located
in aremote area of the Porgera District.
One of its primary functions is to pro-
vide MCH services to outlying villages.

PJV operates a medical centre for its
employees at Anawe. The centre is
staffed by three medical officerson rota-
tion; they also assist at the Paiam Hospi-
tal.

Laiagam District: The Laiagam road
corridor isprincipally served by Laiagam
district hospital, the Mulitaka Health
Centreand the Y akenda Sub Health Cen-
tre. The operations of services are fre-
quently affected by tribal fighting, staff
problems and supply.

6 Thismove while necessary, will limit the ability
of the PDA to ‘manage and operate’ the hospital
asisits mandate.
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Lagaip—Strickland River: People liv-
ing along the Lagaip areprincipally serv-
iced by occasional MCH patrols.
Communities along the Strickland river
areprincipally serviced from Nomad sta-
tion in the Middle Fly District in the
Western Province. Nomad sub-district
has a health centre, a sub-health centre
and 9 aid posts, 5 of which are function-
ing. These servicesare administered from
the Western Province. PJV is working
with Church (Evangelical Church of
Papua, Lutheran, Seventh Day Advent-
ist and others) and NGO partners sup-
porting Malaria and Filariasis patrols
along the Strickland river.

Hides Transmission Line: The com-
munities along the transmission line, and
particularly those close to Nogoli are
reliant on accessing health services
within the Tari Basin. In recent years
these services have been curtailed due to
the serious civil unrest in the area.

Budget | ssues

Provincial Health Budget: The 2002
Provincia Government estimates assume
a Health budget of K7.77 million of
which 36% isprovided by the EPG, 32%
by the Health Sector Development Pro-
gram (HSDP) and 25% from mining re-
lated agreements and revenue streams.
In sum, the health budget for the Enga
province is heavily dependent on donor
support (HSDP) and mining related rev-
enue. Between them these two funding
sources account for almost 60% of the
total health budget.

Assuming thereisadrop of 30% in pro-
vincial revenues at the end of mine clo-
sure and tax credit and PDA funds are
withdrawn (but that all other revenue
sources continue) the total revenues
available for health in the province are
estimated to be K4.85 million. If donor
support was discontinued after 2010 (or
sooner) the budget estimateswould drop
to K2.25 million. In sum thiswould rep-
resent a 72% drop in available health
revenues from 2002 estimates.

District Health Budget: Porgera re-
ceives the most support of the Districts
in Engafor health (27% of total budget).
Part of the reason for this is the heavy
subsidy required from the PDA to sup-
port the staff and operational costs of the
Paiam hospital. Of the district budget

almost 70% is allocated to General Ad-
ministration and the Urban Health Facil-
ity at Paiam.

In conclusion the current budget for
health services in Enga province and
Porgera District is heavily dependent on
the HSDP and revenue streams gener-
ated by the Porgera Gold Mine. Based
on current estimates, with the closure of
the mine health revenues will fall from
K7.77 million to around K4.85 million
and to K2.25 million if the HSDP is
withdrawn. This scenario would posesig-
nificant problems for the maintenance
and operation of health servicesthrough-
out the Province and the Porgera Dis-
trict.

3.3.2.3 Sustainability I ssues

Budget: Thereisareal prospect that the
health budget will decline significantly
by 2010 and that, in the absence of on-
going donor support and general eco-
nomic growth, there will be a need for
substantial rationalisation of PorgeraDis-
trict health services, including Paiam
hospital.

HIV/ AIDS: Recognised as the largest
future public health issue in PNG and
Porgera, it will impact on all areas of
community life in the period up to and
beyond mine closure. Porgera Heath edu-
cators (PNGIMR, PJV, Government and
possibly Churches) have recently trained
about 40 peer-educators and community
based counsellors. This peer training of
youth, women, magistrates, councillors,
etc. isthe preferred method as it has the
potential to spread more accurate infor-
mation to a wider audience in a short
period of time. The Enga Provincia
AIDS Council and the Porgera District
AIDS Committee do not have the neces-
sary resourcesto develop and implement
acomprehensive peer-mediated training
programme and then support the peer
educatorsin field.

CurativeversusPreventative Services:
As detailed above some 70% of the dis-
trict health budget is allocated to admin-
istrative and urban health services. While
this situation may satisfy those within
reasonable proximity to Porgera and
Paiam, the bulk of the population in the
Porgera District must rely on MCH and
aid post services that are constrained by
alack of resources. Preventative health

care has little political support within
theProvincia or LLG Assemblies. While
funding is available from mining rev-
enuespoliticianswill pressfor more cura
tive health care services. It is possible
that as funding for the construction and
maintenance of health infrastructure de-
clines preventative health care may be-
come more popular. The political focus
on curative hedlth care is also a major
impediment to mustering support for
health awareness programs, particularly
for HIV/AIDS.

ThePaiam Hospital: Excluding admin-
istration, the Paiam hospital accountsfor
53% of the health program expenditure
in the Porgera District. While clearly
performing an important function in the
provision of curative health care (afunc-
tion that has the support of politicians
and most community members) itisim-
portant to keep its cost structure under
review and seek cost savings where pos-
sible. It is anticipated that Paiam hospi-
tal, given its current cost structure, will
be particularly vulnerable to any major
budget rationalization. This would be
unfortunate since the hospital plays a
major role in immunisation and family
planning activitiesand isthe early warn-
ing system for the state of AIDS/HIV in
the Porgera Valley.

The Porgera-Laiagam and Hides
Transmission Line Corridors. Cur-
rently the principal constraint to the
sustainability of services along the
Porgera—Laiagam road corridor is the
law and order situation. The servicespro-
vided to these communities are fre-
quently suspended while law and order
issues are sorted out. A similar situation
existsfor thetransmission linelandown-
ersinthe Tari Basin.

Thel agaip—Strickland Communities:
Given the isolation of these communi-
ties it is difficult to provide services.
The problems of the Nomad area are
exacerbated by the fact that administra-
tion of health services rests with Balimo
in the Middle Fly District. Given the
distance and cost of travel from Balimo
there is very little supervision of health
service, which are also constrained by
the usual problems of staffing and sup-
plies.
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3.3.2.4 TheVision

PJV aspires to see a functional health
service in the Porgera District, one that
operates within the framework of the
National Health Plan, responds to the
specia health needs of the Porgera Dis-
trict, and has sufficient resourcesto carry
out its development functions for the
remaining life of the mine and after clo-
sure. PJV believesthat the health serv-
ice should balance curative with
preventative health care, and utilise the
formal structures of the health care sys-
tem and the services of community-based
groups, most notably women'’s groups.

In thisway, PJV vision for the future of
health in Porgeralargely matchesthat of
the National Department of Health and
other stakeholders. The national depart-
ment aspires to see the EPG operating
within the framework of the national
health plan and preparing and monitor-
ing its five-year health plan. In particu-
lar, the DOH wishes to ensure that the
State is not faced with unreasonable de-
mands for the construction and mainte-
nance of infrastructure and services in
the lead up to and after mine closure.
The Enga Provincial Health Office has
noted that it will not support any new
project initiatives which are not in the
existing 2001-2005 plan, and has sought
an assurance from the National Depart-
ment of Health that there will be resolu-
tion of the funding arrangements for all
casual staff at the Paiam hospital through
their reclassification as public servants.
At the District level there is amore im-
mediate concern about the lack of re-
sources to implement the District health
plan, and the need for more effective
training for health workers. The SML
landowners have articulated their de-
mandsfor resolution of the staffing prob-
lems at the Paiam hospital and the
upgrading of the urban clinic in Porgera
station, while other Porgeran landown-
ers, particularly those in remote areas,
have argued for better accessto primary
health care services such as aid posts
and MCH services.

In conclusion, National, provincial and
district level health officers seek to de-
velop health services within the frame-
work of the national health plan. These
plans are well developed by PNG stand-

ards but should be reviewed as part of
the mine closure planning processand in
the light of the likely reduction in pro-
vincial revenuesavailablefor health serv-
ices. All stakeholders seek to blend health
delivery through the formal structures of
the provincial health services with
churches, NGO and civil society groups
such as the Porgera District Women's
Association.

3.3.2.5 Optionsfor PIV

PJV, in partnership with other stakehold-
ers, can facilitate the improvement of
health delivery and statuswithin Porgera.
Potential options, none of which are mu-
tually exclusive, would include:

e Supporting National, Provincial and
District initiatives to implement the
existing health plans at various lev-
els. Given that health already has
comprehensive provincial and district
plans and established procedures for
monitoring and reporting, develop-
ment of afull sector plan is not con-
sidered necessary. However, within
the framework of the established pro-
cedures and formats, PJV could as-
sist health to undertake a review of
the Porgera District health plan in
the light of mine closure issues and
the anticipated reduction to the health
budget.

 Facilitate discussion between the
stakeholders regarding appropriate
approaches to health service ration-
alisation, and specifically assess the
impact of budget rationalization on
Paiam hospital and develop a contin-
gency plan for service rationaliza-
tion.

e Continuing support for health serv-
ices to communities along the
Porgera—Laiagam road corridor,
Hides—Porgeratransmission line and
the Lagaip—Strickland River, in part-
nership with NGO and civil society
groups. This would begin with an
assessment of health sector needsand
the formulation and costing of a
health support program for these
communities.

 Provide special support to the Porgera
District Women’s Association for
community healthinitiatives, in part-

nership with national and interna-
tional NGOs. Thiscouldinclude sup-
porting the design and costing of a
women’s health initiative in consul-
tation with Provincial and District
Health Planners.

 Inrelationto HIV/AIDS, PJV issup-
porting PNGIMR’ sresearch proposal
on the incidence of STI/HIV/AIDS
inthe PorgeraValley. Following from
this, PJV hasrecently (October 2002)
facilitated the PNGIMR running a
training-of-trainers programme for
individuals from PJV, government
and church groupsin Porgera. These
people will then conduct workshops
to train peer educators. If successful,
this support could extend to other
areas of Enga, the Hides transmis-
sion line communities and the
riverine catchment areas.

 Promoting public acceptance that the
community must contribute to the
cost of health services and support
health staff and facilities. Provincial
and District Health planners can be
assisted to liaise with civil society
groups to develop a public aware-
ness program on the need for com-
munity contributions to the cost of
health services.

3.3.2.6 PJV’'sProposal for Action
PJV proposes that:

» They provide support for the imple-
mentation of the National Govern-
ment’s 10-year health plan and,
through this plan, the development
of provincial and district health plans.

e In partnership with NGOs, PV will
continue to provide special support
for health services to communities
along the Porgera—Laiagam road cor-
ridor, Hides—Porgera transmission
line and the L agai p—Strickland River.
With the latter, PJV would continue
working to coordinate activities and
resources with churches working in
the area.

 They continueto support the Porgera
District Women's Association for
community health initiatives. This
will include continued attention to
major problems related to violence,
alcohol and drug abuse.
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e PJV, inconjunction with other stake-
holders), will continue to support
PNGIMR'’sresearch proposal on the
incidence of STI/HIV/AIDS in the
Porgera Valley. If it is successful,
this support could be extended to the
riverine and powerline communities.

e Working with the Porgera AIDS
Committee, PV will continue to fa-
cilitate the PNGIMR in the running
of a training-of-trainers AIDS peer
education programme for individu-
alsfrom PJV, government and church
groups in Porgera. These people will
then conduct workshopsto train peer
educators.

3.3.3 Education

3.3.3.1 Summary

Peoplewith education are generally more
mobile and therefore have better access
to arange of income-earning opportuni-
ties than their less-educated colleagues.
When the Porgera mine closes, those
people with transferable administrative,
technical and commercial skillswill have
the best chance of either taking advan-
tage of local employment and business
opportunities or seeking employment and
business opportunities el sewhere.

Thereiscurrently no comprehensive plan
for education services for the Porgera
District. In the context of mine closure
and the anticipated reduction to the edu-
cation budget, a key priority is the de-
velopment of such a plan. This plan
should encompass areview of LLG/dis-
trict education profiles, data and status,
the objectives and priorities of the cur-
rent education plan, estimates of the
expected revenue and expenditure
framework for education over the next
5 years, and district education expendi-
ture prioritiesin the context of the above.

The Porgera District is administered by
the District Education Office. The
Porgera District has been amajor recipi-
ent of education infrastructure and serv-
ices utilizing mining-related benefit
streams. The closure of the mine will
have an impact on the maintenance of
these services and a strategy needs to be
developed to consolidate education in-
frastructure and service delivery in the
lead-up to and after mine closure.

3.3.3.2 Background

Stakeholders

The primary education stakeholders are
located in the Porgera District and the
Porgera—Laiagam road corridor, while
secondary stakeholdersarelocated along
the Lagaip—Strickland river system and
the Hides transmission line. Within the
Porgera District, there are a number of
stakeholders, including:

Students, Trainees and School
Leavers: Obvious, numerous and
mostly voiceless, students, trainees and
school leavers are the most important
stakeholders. Many will be young adults
by the time the mine closes, and their
preparation for life is an important con-
sideration in sustainability planning.

Principals, Teachers, Boards of Man-
agement or Governors: The first line
of education delivery and quality con-
trol, staff and management are impor-
tant stakeholders.

Parents: have many roles in the impact
communitiesand are afactor in the over-
all motivation, or lack thereof, of stu-
dentsand school staff. Capacity building
and ownership of school development
plans will be most effective if thereisa
high component of parent involvement.

The District Education Office: Plan-
ning at the district level is coordinated
by the District Education Officer. The
DEO is supported by a Community
School Inspector.

The Department of Mining SYSMIN
Project: The European Union has pro-
vided a grant to the Department of Min-
ing which provides for the development
of aVocational Centre to support train-
ing activities for small-scale gold min-
ing in the Porgera District. The EU
package also includes support for the
development of a Women's Resource
Centre.

PJV: PJV provides an extensive range
of industry-related training activities for
itsworkforce. These activitiesrangefrom
apprenticeship training through to prac-
tical on the job training and skills ac-
creditation. The company also sponsors
students to professional level qualifica
tions and training off site.

The SML Children’s Trust Benefici-
aries: The Children’s Trust was estab-
lished by an Agreement between the
Provincial Government and the SML
landowners. Ten percent of the royalty
payments from the Porgera Gold Mine
are transferred into the Trust each year
through the EPG. The Trust is managed
by a Board of Trustees which include
SML landowners and representatives of
the National Department of Treasury,
the Porgera Development Authority and
PJV.

Thelnternational School: The Porgera
International School isoperated asa pri-
vate educational institution. The school
ismanaged by aBoard. It intendsto add
grade 11 classesin 2003 and grade 12in
2004.

The Porgera District Women’s Asso-
ciation: The Porgera District Women's
Association isinvolved in literacy train-
ing for women.

Outside Porgera District, education sec-
tor stakeholders include the following:

Porgera—Laiagam Road Corridor
Communities: The Porgera—Laiagam
road corridor is considered to be a pri-
mary areafor consideration givenitsim-
portance in maintaining communication
between Porgera and Wabag. Support
for education services along thisrouteis
likely to have popular community ap-
peal that may assist in reducing social
disruption to road transport activities.
The loss of the Laiagam High School to
tribal fighting has also put pressure on
facilitiesin Porgera.

TheL agaip—Strickland River Commu-
nities: These communities are linked to
the Porgera geographic domain because
the Porgera Gold Mine is required to
monitor the environmental impact of the
disposal of tailings and overburden into
the river system. Support for education
service development may assist PJV in
the conduct of its monitoring activities
and in any future negotiations with these
communities.

Hides—Porgera Powerline Communi-
ties: These communities have disrupted
power supply to Porgera when they feel
they have a grievance with PJV and/or
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any other party. Given the potential of
these communitiesto disrupt power sup-
ply, any demands they may make for
social and economic support services,
including education, need to be consid-
ered when developing strategies for se-
curing the operations of the mine.

The National Department of Educa-
tion: The National Department of Edu-
cation administers the National
Education Plan (1995-2004). Under this
plan, provinces are urged to establish
elementary schools to replace the cur-
rent grades 1-2. Thiswould free up class-
rooms and teachers at an existing
community school and allow it to be-
come aprimary school through the addi-
tion of grades 7 and 8. Thisaction would,
in turn, release teachers and facilities at
high schools to become secondary
schools catering for grades 9-10. Those
students graduating from grade 10 and
wishing to continue their education
would be accommodated in asenior high
school catering for grades 11-12.

The Provincial Education Office: The
Provincial Education Officeis responsi-
blefor responding to the national educa-
tion plan. Planning is coordinated
through a Provincial Education Board
chaired by the Provincial Education Ad-
viser. The Board decides on teacher’s
appointmentsand prioritizes service pro-
vision throughout the province.

Pre-mining Conditions

Formal education services were intro-
duced to the Porgera District in the mid
1960s by mission agencies. Thefirst pri-
mary school was established at Porgera
in 1967. By 1978, three community
schools had been established. Commu-
nity support for and attendance at educa-
tion serviceswas variablefrom the outset.
The opportunities provided by alluvial
gold mining have tended to divert com-
munity attention away from the formal
education system. All schoolsinthedis-
trict closed during the Mt Kare gold rush
of 1988. Many students and some teach-
ersdid not return when schoolsre-opened
in 1989.

Current Situation

Education Facilities: Thefollowing dis-
cussion is drawn from the Porgera Long
Term Economic Development Plan (Vol-
ume 2).

In 2002, there are 4 community schools
(in various stages of transition to pri-
mary schools) and two primary schools
(Tipinini and Paiam) (Plate 3.6) in the
Porgera LLG and 3 community schools
inthePaielaLLG. In 2001 these schools
had an enrolment of 2,866 children. En-
rolment figures for 2002 are obscured
by massive absenteeism related to the
elections.

The major constraints to education de-
velopment at this level were identified
as a shortage of teachers, overcrowded

PJV

Plate 3.6 Porgera primary school classrooms

classes (60 — 80 students per class in
lower grades), limited curriculum mate-
rialsand lack of relevanceto the district,
limited opportunity for teacher in-serv-
ice training, and poor community sup-
port.

A primary school inspector is based at
Porgeraand is responsible for the super-
vision of all community schools. A sec-
ondary school inspector and guidance
officer is based at Wabag.

All government schoolsfollow the stand-
ard nationa curriculum. There is con-
siderable scope to develop curriculum
material sthat are appropriatefor Porgera
social and economic conditions. The
Porgera Long Term Economic Plan rec-
ommends development of curriculum
materials for community schools cover-
ing Community Living, Health, Envi-
ronment, and Making a Living.
Development of high school and voca
tional school curriculum materialsisalso
recommended.

The Porgera Vocational School: The
PorgeraV ocational School has a staff of
4 and some 80 students. The school of-
fers courses in carpentry, agriculture,
mechanics, spray painting and panel beat-
ing. The Vocational Centre is also the
College of Distance Education (CODE)
centre. CODE caters for students wish-
ing to complete courseseither up to grade
10 or for the Institute of Distance and
Continuing Education (UPNG), which
catersfor matriculation coursesinto Uni-
versity.

PorgeraHigh School: The PorgeraHigh
school opened in 1996 and has an enrol-
ment of 628 and a staff of 17 (Plate 3.7).
One of the main problems faced by the
school is overcrowding caused by the
inflow of children from PJV families
who took up residence in Paiam as a
result of the FIFO agreement. To re-
solve this problem, it is proposed that
the school be developed as a lower sec-
ondary school which would mean drop-
ping grade 7 and grade 8. These classes
would be absorbed into various Primary
Schools.

Porgera International School: The
Porgera International school caters for
primary and secondary school
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enrolments. In 2001, the total enrolment
was 185 students, 75% of whom were
from the SML and paid for by the Chil-
dren’s Trust Fund.

Commer cial Education Providers: The
PLTEP noted one commercial provider
offering courses in basic bookkeeping
and computing

The SML Children’s Trust: The Trust
was established to receive, manage and
disburse funds to promote educational
opportunities to the children of SML
landowners. The Trust seeksto improve
community and high school attendance,
provide assistance for technical and ter-
tiary education, and specifically provide
programsfor studentsto help them over-
come socia changes caused by mining
activities

Budget and Planning Issues: No de-
tails on the education budget could be
obtained from the District education of-
fice. In general, however, provincia and
District education authorities can antici-
pate a sharp drop in budget support after
2006 as provincia entitlements from
mining revenues decline.

The District education office does not
have a district plan. It does, however,
prepare annual budget estimates for re-
current and new project expenditure
which it submits to the provincial Edu-
cation Adviser for the consideration of
the provincial education board. The Dis-
trict education office notes that the Pro-
vincial Education Office has yet to
provide guidance to the district on its
long-term planning objectivesfor thedis-
trict.

3.3.3.3 Sustainability Issues

Direction and Funding: As for other
highland provinces, the education chal-
lenge in the Enga Province and the
Porgera District is striking a balance be-
tween making the public education sys-
tem more relevant to the needs of rural
communities while maintaining an af-
fordable system that provides access to
more formal education opportunities.

Currently the provincial education serv-
icesthat are availableto rural communi-
tiesin the Porgera District (elementary,
community and primary schools) pro-
vide a service which is under-resourced
in terms of teachers and materials and

Plate 3.7 Porgera high school students ready for finals

1l

not always relevant to the life skills re-
quired for rural living.

Similarly, access to higher education
opportunity through the provincial edu-
cation system (at this stage restricted to
the Porgera High School) is plagued by
overcrowding, funding and cash-flow
problems, poor management and super-
vision.

Compounding these problems, thereisa
real prospect that the education budget
will decline significantly by 2010 and
that, in the absence of ongoing donor
support, therewill be aneed for substan-
tial rationalization of Porgera District
education services. As of October 2002,
the government has announced that ‘ free
education’ isnot on the agendafor 2003,
i.e., parents will contribute directly to-
ward the education costs of their chil-
dren. It remains to be seen whether the
political will to implement this decision
will become apparent at the national and
provincial government levels.

Community Acceptance: For the peo-
ple of the Enga Province and the Porgera
District, the challenge is accepting that
good education is not afree commaodity.
Good education demands that the com-
munity contribute to the cost and main-

tenance of education services. The mis-
nomer ‘free education’ for subsidised
education is, in part, responsible for the
declinein community ownership of edu-
cational processes at al levels.

The current use of mining revenues
(SSG) by the Provincial Government to
subsidize school fees does little to en-
courage individuals or communities to
contribute to education services. Lack
of community support for teachers and
education servicesis also amajor cause
of the collapse of education services in
some communities.

The Porgera District Women's Associa-
tion (PDWA) has demonstrated its ca-
pacity to support literacy development.
The organization has a well-established
women’'s network throughout the dis-
trict and has significant potential to
promote non-formal education and
awareness activities throughout urban
and rural communities. The education
activities of the PDWA could be en-
hanced through the establishment of a
new Women's Resource Centre which
could be used to support the develop-
ment of community-based education and
training activities.

Porgera Mine Closure Consultation Document 55



3. Socio-economic Considerations

The SML Children’s Trust: The core
issue for SML landowners relates to the
effective management of the Children’s
Trust. The Board has commissioned a
review of the Trust and new guidelines
have been drawn-up to address manage-
ment and equity considerations. Itisan-
ticipated that the review work will be
finalized by the end of 2002.

A Rolefor PJV: For PJV, the challenge
isto strike a balance between maximis-
ing industry-related education and train-
ing opportunities up to mine closure and
extending support to training activities
not directly associated with the mainte-
nance of its core business interests over
the remaining life of the mine.

PJV has the capacity to make a signifi-
cant contribution to technical and voca-
tional education in the Porgera District
over the remaining life of the mine and
beyond. This can only be achieved in
partnership with government and NGO
stakeholders. For example, PJV is a-
ready providing technical and manage-
ment support to the Porgera V ocational
Centre. This could be extended in col-
|aboration with the European Union and
the DoM in the development of the
SYSMIN-funded small-scale mining
centre designed to promoted small-scale
aluvia gold mining. PV will aso en-
deavour to ensure that current training
takesinto account the needs of non-min-
ing industry and provides skills
portability within and outside the min-
ing industry. Thisis discussed further in
Section 3.5.1 below. Finally, more
broadly PJV is prepared to support the
Division of Education in the preparation
of a rolling five-year education sector
development plan

International School: For the Interna-
tional School, the principal issue is to
assess its viability after mine closure.
The school is dependent on subsidies
paid through the SML Children’s Trust.
Should the Trust be split, as proposed by
some landowners, the International
School would most likely cease to func-
tion.

3.3.3.4 TheVision

PJV aspires to see a functional educa-
tion service in the Porgera District that
operates within the framework of the

National Education Plan, respondsto and
meets the education needs of the people
of the Porgera District, and has suffi-
cient funds to carry out its functions for
the remaining life of the mine and after
closure. PIV would liketo see, and would
support, an education plan and itsimple-
mentation that recognises and provides
for both formal education and vocational
and life-skillstraining.

Theseaspirationsare closely linked with
the concerns of National and Provincial
stakeholders. The National Department
of Education clearly has an interest in
ensuring that local stakeholders retain
some of the mining benefit streams over
the remaining life of the minein a Trust
Fund to support education services after
mine closure, in part so as to ensure that
the state is not faced with unreasonable
demands for the construction and main-
tenance of infrastructure and servicesin
the lead up to and after mine closure.

At the district level, the concerns are
more immediate, with the District Edu-
cation Office seeking to receive the nec-
essary resources and guidance to
implement the education reforms.

3.3.3.5 Optionsfor PIV

As is the case for administration and
health, there is only so much PJV can
contribute to the development of educa
tion in the short and long term. Primary
responsibility must lie with the govern-
ment and community. Initiatives de-
signed to improve public administration
and planning capacity inthe PorgeraDis-
trict will provide a broad framework for
the comprehensive review, planning and
implementation of education reforms.
The need for community support for
these reforms, and for the on-going op-
erations of schools in the District is ob-
vious.

3.3.3.6 PJV’'sProposal for Action
PJV proposes that it:

 Facilitate and support the implemen-
tation of the National Government’s
education reform process and,
through this process, encourage edu-
cation planners to develop provin-
cial and district education plans.

e Review current training practice in
the context of servicing industry

needs and providing skill portability
within and outside the mining indus-
try (see Section 3.5, below).

e Consider extending, in partnership
with other stakeholders, the scope of
training to non-formal and livelihood
development education and training
programs.

» Seek areview of the operations and
management of the International
School and assist in the preparation
of astrategy for its future operations
up to and after mine closure.

» Consider support of a District Edu-
cation Agency (modelled on success-
ful church education agencies) under
PDA or PMC to assist the District
Education Office with its planning,
logistics and in-service.

3.3.4 Justice (Peace and Good
Order)

3.3.4.1 Summary

Lawlessness in the community has the
potential to undermine all efforts and
good intentions relating to closure plan-
ning for sustainable community devel-
opment. The recent and on-going
destruction of pylons along the Hides
transmission linealsoillustrates how eas-
ily the lack of law and order can impact
the long-term operations of the mine.
Peace and good order are also necessary
prerequisites for the delivery of effec-
tive health, education and administra-
tive services, as seen in the districts
adjoining Porgera.

3.3.4.2 Background

Stakeholders

Thekey stakeholdersarelocated in three
geographic areas: Porgera District, the
Porgera—L aiagam road corridor, and the
Hides—Porgera transmission line com-
munities.

Porgera District: The Porgera District
includes the 30,000 people who are ad-
ministered by the Porgera and Paiela
LLGs. Withinthisarea, identified stake-
holders include:

TheSML Landowners: TheSML land-
owners are those who have received the
bulk of the economic benefits from the
mine, as well as the greatest degree of
social dislocation. They must deal with
a wide range of social and economic
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changes, including anecdotal reports of
high levels of acohol problems, violence
(including domestic violence) and dis-
gruntled, unemployed youth.

Non-SML Porgeran Residents: The
non-SML residents represent the bulk of
the population in the Porgera District
(over 20,000 people) and face arange of
issues relating to peace and good order.
In addition to the oneslisted above, tribal
fights have occurred in anumber of parts
of the valley over the past decade. The
problems are compounded by the lack of
effectiveformal justiceinstitutions (par-
ticularly the police and court system).

Women: Women have primary respon-
sibility for the management of the house-
hold and care of family and relatives.
Anecdotal evidence from health and
community professionals indicates ris-
ing levels of rape and domestic violence
directed at women.

The National Government: The for-
mal institutions of state at Porgera in-
clude the police, reserve police, village
courts and the District Court.

PJV: PJV has a vested interest in pro-
moting peace and good order in the com-
munity. Disruption to the operation by
elements of the local community poses
the greatest risk of early closure of the
mine. Within PJV, two departments are
primarily concerned with peace and good
order. The Loss Control Department pro-
vides direct security for the mine opera-
tion and Community Affairs provide
advice and assistance to management,
government and community members
over justice issues and events.

Outside Porgera District, the stakehold-
ersinclude:

Porgera—-Laiagam Road Corridor
Communities: The Porgera—Laiagam
road corridor is considered to be a pri-
mary area for consideration given its
importance in maintaining communica-
tion between Porgera and Wabag. Law
and order along this corridor has been
problematic long before the start of the
mine operation. Asaresult, health, edu-
cation and economic development have
been adversely affected.

Hides—Porgera Powerline Communi-
ties: In the recent past, these communi-
ties have disrupted power supply to
Porgerawhen they have felt they have a
grievance with PJV and/or any other
party. More broadly, the Tari Basin (tra-
versed in part by the powerline) has ex-
perienced a widespread breakdown of
law and order in the past decade, affect-
ing the social and economic opportuni-
ties for these communities. Restoration
of order has been taking place over the
three months prior to thiswriting (end of
October, 2002) to the extent that police,
magisterial and district services are re-
stored to the Tari area, with aprogramme
of restoration in place for the Tari Hos-
pital. Observersnotethat, while the peace
is tenuous, it could not have been re-
stored without public support.

Pre-mining Conditions

According to government and anthropo-
logical records, tribal fighting has a-
ways been a feature of the Porgera
Valley. There was a marked decrease
oncethe colonial administration became
established at Porgera, although it has
been suggested that tensions were sim-
ply stored rather than resolved. Tribal
fighting began increasing again in the
highlands post-independence. Many of
the problems of lawlessness in Porgera
are continuations of the trends that be-
gan with the excesses associated with
the Mt. Kare gold rush of 1988-89.

Current Situation

There is a lack of reliable data from
1987 to the present to allow for theiden-
tification of trends in tribal fighting and
major crimes such as murder, and armed
robbery. The 2" quarter 2001 District
Report notesthat atotal of 242 summary
offences were committed. Nine major
crimeswererecorded for the period, with
eight arrests for a range of offences in-
cluding armed robbery, abduction,
wounding and grievous bodily harm. The
report also notes four reports of tribal
fighting in the Village Court’ s case reg-
ister, with compensation either having
been paid or in the process of being
negotiated.

PJV support for law and order currently
includes participation onthe PorgeraL aw
and Order Committee, involvement of

PJV staff as reserve police, and exten-
sive logistical support for the police at
Porgera.

It is notable that individuals are increas-
ingly turning to court processes instead
of violence for dealing with conflict.
While the village court system suffers
from problems common to much of PNG,
District and National courts are being
accessed by people for dispute resolu-
tion.

Anecdotally, there is widespread com-
munity concern at the level of violence
in the community, generally blamed by
Porgerans on ‘outsiders’ and PJV and
Paiam medical staff believethat violence
is a leading cause of death in Porgera.
There is also anecdotal evidence of in-
creasing levels of violence against
women (particularly domestic violence
and rape) and children (including incest
and sexual abuse).

Alcohol iswidely available in the com-
munity (despite EngaProvinceofficially
being ‘dry’) and there appears to be a
shift towards much cheaper (K10 vsK60
for approx 350 ml) locally produced
‘home brew’ as opposed to ‘imported’
Gold Cup. Drugs (marijuana being the
most common) are much more widely
available than a decade ago, and com-
munity leaders (and others) blame these
for the growth of an ‘uncontrollable’
youth element in Porgeran society. A
lack of commitment to education, and
few new job prospects for the young
also contribute to this problem.

3.3.4.3 Sustainability | ssues

There are a range of justice issues that
impinge on planning for sustainability.
From the PJV’s point of view, the esca-
lation of civil disturbancesin and around
Porgera (including illegal miners, dam-
age to the power line and along the
Porgera to Wabag Road) increases the
risk of early closure of the mine. Local
unrest may be compounded by the re-
trenchment (or loss by attrition) of 320
national employees between 2003 and
2004, an issue addressed further in Sec-
tion 3.5.

Within the community, there is a per-
ception that social issues such as mari-
juana, alcohol abuse, polygamy,
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out-of-control youth, discos, gambling,
etc. are creating socia disruption and
will undermine efforts towards
sustainability in other areas. The forced
closure of the only bank in Porgera is
both a symptom of increasing social dis-
ruption in the valley and a factor in in-
creasing the potential for violence as
people must now face the risk of carry-
ing cash to and from Mt Hagen. Like-
wise the perception that there are
increasing levels of violence in the com-
munity especialy towards women and
children detracts from progress towards
equity and justice in Porgera, prerequi-
sites for a sustainable society.

The sustainability of formal justice in-
stitutions (police, courts) post-mine is
an issue that the National Government
needsto address. Current community and
local government calls for more police
to be located in Porgera need to be con-
sidered in the light of whether thisisthe
most effective and sustainable solution
to peace and good order in Porgera. Lo-
cally, there is some evidence that the
Village Courtsare operating outside their
jurisdiction and, in particular, discrimi-
nating against women.

Outside Porgera, the much-reported, al-
most total collapse of government serv-
icesin Tari and Laiagam (including the
closure of SopasHospital) dueto height-
ened levels of triba fighting, not only
impacts on the communities in those ar-
eas but also puts increased pressure on
government services at Porgera and en-
courages visitors and settlers to the val-

ley.

Law and order is a factor in the invest-
ment in, and overall attractiveness of,
the Porgeraarea. Not only does a peace-
ful community have the potential to at-
tract outside investment, it invites
internal investment by reducing local risk
This is a serious factor in the Porgeran
investment attitude, as local risk is con-
sidered quite high. In addition, money
spent on repairs or replacement of van-
dalised equipment is not available for
investment in positive programmes.

3.3.4.4 TheVision

PJV primarily wants to run a gold min-
ing business with a minimum level of
civil disruption and crime affecting its

operations e.g., illegal miners, toppling
of power pylons, violence against em-
ployees and other illegal activities. Im-
portantly for sustainability, PJV
recognise that any contribution made to-
wards sustainable development at
Porgera could be undermined by con-
tinuing lawlessness.

The state, through its formal justice sys-
tems of police, courts and corrective in-
stitutions, wishes to maintain the rule of
law by effectively and professionaly in-
vestigating crimes, and arresting and
prosecuting offenders.

Porgerans generally wish to restore har-
mony and patch up relations that have
deteriorated or resolve conflicts, prefer-
ably in their favour. There is a recogni-
tion that law and order problems affect
the effectivedelivery of services. Women
in Porgera wish to be able to conduct
their lives without fear of domestic vio-
lence and rape.

A priority for other Engan and SHP com-
munitiesisto access government intheir
own communities. Againthereistherec-
ognition that services are currently be-
ing denied by alack of peace and good
order.

3.3.4.5 Optionsfor PIV

Peace and good order at Porgerarequires
serious commitment from a range of
stakeholders, and particularly commu-
nity and government. While PJV can
support a range of initiatives, at mine
closure, it is the government and the
community itself that must put in place
and support the conditions for peace and
good order in the community. Given the
right incentives, some stakeholders have
aready shown aremarkable willingness
and capacity to reduce law and order
problems at Porgera. Security at Paiam,
for example, has improved in the wake
of the FIFO Agreement largely due to
community efforts.

A proactive approach that would assist
in the transition to a more sustainable
and just post-mine Porgerasociety could
take a number of forms. The initiatives
proposed previously under District Ad-
ministration would improve the ability
of theformal justiceinstitutionsto func-
tion effectively. If there is support from

other stakeholders, PV could facilitate
NGO training-of-trainer programmes in
conflict resolution and community plan-
ning such as those offered by the
Melanesian Peace Foundation. Gradu-
ates could then be employed to conduct
training at ward level as well as with
peace and good order committees. Like-
wise, PJV could facilitate NGO peer edu-
cation training programmes on marijuana
and alcohol abuse, and facilitate sup-
porting church youth programmes aimed
at giving youth an identity. Assistance
could also be provided to assist the local
Radio Ipili to develop a programme on
reducing law and order problems. These
options require partnerships with other
stakeholders to improve community
‘message tracks regarding social and
community issues (Plate 3.8).

Intermsof violence against women, PJV
is prepared to continue their assistance
to the Porgera District Women's Asso-
ciation to strengthen their “Women
Against Violence” programmes, as well
as continuing support for local capacity-
building through the proposed Western
Regional Training Authority. The
Porgera District Women’s Association
will also be encouraged to continue to
press for reforms within the village
courts, including the appointment of fe-
male magistrates.

Support for local government capacity-
building outside Porgerathrough the pro-
posed Western Regional Training
Authority is one option to partially ad-
dress the problematic law and order is-
sues in Tari and Laiagam that continue
to increase the pressure on the govern-
ment services (health and education in
particular) at Porgera.

3.3.4.6 PJV'sProposal for Action
PJV proposes that:

* PJV, in partnership with government
and NGO stakeholders, facilitate
NGO training-of-trainer programmes
in conflict resolution and commu-
nity planning, and examine the op-
tion of employing graduates of these
to conduct training at ward level and
with peace and good order commit-
tees. This process could be linked to
NGO peer education training pro-
grammes (both inside and outsideits

58 Porgera Mine Closure Consultation Document



3. Socio-economic Considerations

workforce) on marijuana and alco-
hol abuse.

e PJV continue to assist the Porgera
District Women's Association with
their “Women Against Violence’
programmes.

e PJV continueto support regional and
local capacity-building for LLGsand
village courts through the proposed
Western Regional Training Author-

ity.

3.4 Community
I nfrastructure

3.4.1 Transport Infrastructure
3.4.1.1 Summary

Transport modes dealt with in this sec-
tion are road and air. Along with an
assured and reasonably cheap power sup-
ply, maintenance (or extension) of the
existing road system is considered by
amost all parties to be the most funda-
mental factor for the sustainability of
the Porgera economy and society after
mine closure. It is an obvious fact of
economic geography throughout human
history that the potential relative wealth
of any placeisnor afunction of its natu-
ral resources, its fertility or even the
hard work and skills of its people, but
one of its relative location on economic
networks. An isolated society, no matter
how well-governed and how productive
its farmers or industries, cannot make
economic progress without trading with
therest of theworld. By contrast, if well
organised, a society at the centre of a
network of trading routes can prosper
without any natural resources or the ca-
pacity to feed itself from the territory
under itscontrol. Transport networksare
a necessary (but not sufficient) precon-
dition for economic sustainability.

For the overwhelming majority of peo-
ple living in the Porgera area after clo-
sure, theroad link(s) to the outsideworld
will be absolutely essential to all aspects
of their lives. By comparison, only afew
elite individuals will have need for air
services and, providing the road is open,
even they could manage if Kairik air-
strip closed down altogether. Of course,
in ideal circumstances, Kairik remain-
ing open is a desirable outcome since it
may offer some flexibility for economic

PJV

Plate 3.8 Youth officer promoting scout movement

development (flying out gold, flying in
visitors) as well as offering an alterna-
tive emergency means of access and
egress. However, keeping Kairik openis
considered to be a much lower priority
than keeping roads open.

3.4.1.2 Background

Stakeholders

The major group of stakeholders is the
people resident in the Porgera valey;
irrespective of the many variables that
fracture Porgeran society, al its mem-
bers need road access to the outside
world. Other key stakeholders include
the EPG, the National Government and
PJV.

Lesser stakeholders include residents
along the existing Highlands Highway
beyond Mt. Maip and especially those
of the Laiagam District, Porgeran con-
tractors to PJV seeking alternative cus-
tomers, residentsin the Tari area should
the road network be extended, and pri-
vate enterprise in PNG in general.

Pre-mine Situation

Prior to the construction of the mine,
there was amotorabletrack from Alipis/
Porgera Station viaMulitakato Laiagam.
The section overlooking the upper Lagaip
valley immediately west of Mulitakawas
particularly proneto landslipsthat would
close the road for several weeks at a

time. There were very few motorable
roadswithin the Porgeravalley, themain
one being the track to Mungalep. Most
visitors from outside flew into the
Porgera Station strip.

Current Situation

Roads: According to the SDS Study,
there are currently 68 km of feeder roads
within the Porgera District, excluding
the Waile Creek Road. All require con-
stant maintenance but, since the cost of
such maintenance averagesout at K9,000
per km annually, many are not main-
tained to a satisfactory level. The 101-
km-long highway to Wabag hasrequired
an average annual expenditure of K2.4
million on maintenance, plus additional
funds from the IDP. Whilst this latter
fund is now generally exhausted, ap-
proximately K6 million of the K10 mil-
lion originally reserved for roads and
road maintenance still remains. The
maintenance cost cited above excludes
the costs of clearing up after frequent
landslips. It should aso be noted that
PJV often has to repair roads well be-
yond Wabag (Plate 3.9) as the responsi-
ble agencies lack either the funds or the
administrative and/or logistical capacity
and the road remains the only vehicular
way in or out of the Porgeravalley.

Responsibility for road construction (and
that of bridges, arstrips, buildings and
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other infrastructure in the district), on
behalf of all levels of government in the
Porgera District, is the responsibility of
the PDA. However, most roads are built
and maintained by contractors working
under PJV supervision. Local contrac-
tors own al road maintenance equip-
ment.

The Beca Gure consultants noted that, in
1997, therewere 1,200 traffic movements
daily on the highway between Paiam
and Suyan. (No further counts appear to
have been made since.) They also noted
that the number of pedestrian movements
were much higher, that no specific pro-
vision for the latter had been incorpo-
rated in the road design and the potential
dangers that this entailed. This situation
still persistsasit doesin most busy areas
in PNG.

Airstrip: No regular passenger trans-
port (RPT) service currently operatesin
or out of Kairik. Although many local
people complain that this is the fault of
the airlines which might normally pro-
vide such aservice (MBA in particular),
it is evident that those airlines cannot
readily provide such aservice aslong as
the numbers of potential passengers re-
main limited.

3.4.1.3 Sustainability | ssues

Roads: Regionally and locally, there are
two principal issues concerning the
sustainability of road networks: first, the
state of the road network at closure and,
second, what density and quality of road
network will be sustainable post-closure?
Thetwo issuesare mutually reinforcing;
the better the road network, the more
economic (and other) opportunitiesthere
will be and thus the greater the revenues
potentially available for network main-
tenance (and vice versa). If, at closure,
the road network offers no more options
than did the network in existence prior
to mine operations, then it would be rea-
sonable to conclude that the economic
and social optionsavailableto Porgerans
at closurewill beroughly similar to those
availablein 1988.

Road links might be conveniently di-
vided into links with the outside world
(regional links) and means of movement
within the Porgera District (local links).

iy h -
Plate 3.9 Landslip damage on Highlands Highway in Chimbu Province
before emergency repairs by PJV

Regional links - Reliable road links to
the outside world are a high priority for
some form of sustainable cash economy
and the effective delivery of government
services in the Porgera area. The range
of possible regional links includes:

e The existing link via Laiagam to
Wabag, Mt. Hagen and Lae.

e The proposed link to Tari.

e The (very remote) long-term possi-
bility of aroad link to the north coast.

The sustainability issues (and options)
associated with each of these options
are:

LaeviaLaiagam: itsmain advantageis
that it exists in a good state and will
continue to do so until mine closure. It
links Porgera to the rest of the popula-
tion of the Highlands (and that popula-
tion now constitutes over half the
country’s population) and to La€'s ex-
cellent port facilities. It is also increas-
ingly possible that Asian Development
Bank funds will be used to seal the
Wabag—L aiagam section of the highway
in the foreseeable future. Its main disad-
vantages are that its maintenance costs
are high and that it places Porgeransin a
position of dependency on the Laiagam
people, who have frequently disrupted
PJV traffic and will have no reasonto do

Porgerans any favours after mine clo-
sure.

Porgerato Tari: Intheshort term, there
might appear to be few advantages to
suchalink since Tari isitself both poorly
linked to the rest of the country, is re-
covering from a state of near-anarchy
and has little economic activity. The
major disadvantage is that the road does
not actually exist and the costs of its
construction are not clear, though an es-
timate of K500,000 to K1 million per
kilometer with an annual K1 million for
maintenanceisrealistic. Problemsat Tari
would more readily spill over into the
Porgera Valley. The ongoing mainte-
nance of such a road might be compli-
cated by the fact that it would link two
provinces. In the longer term, however,
such aroad could have very significant
advantages from a Porgeran viewpoint,
in that it would increase the potential
viability of Paiam as a regional market
and service center. If the economy of the
Tari areawere to improve as a result of
the gas project, then a connection would
be more attractive. Further, the gas/ail
companiesare continuing to expand their
TCS-funded road network linking with
a route to the south coast. The prospect
of mining development at Mt. Kare also
exists and would significantly increase
the potential of aroad being constructed.
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All these factors need to be assessed by
local government and businesses and any
one of them could greatly enhance both
the desirability and sustainability of a
Porgera—Tari road.

Above dl else, if no Tari road is built
then Porgerawill remain at the end of a
difficult-to-maintain road and that will
greatly restrict therange of possible eco-
nomic activities. There is no guarantee
that with such aroad such activities will
develop but without it thereisevery guar-
antee that new opportunities not be de-
veloped.

Porgera—North Coast: this route was
associated with a specific proposal for a
gas pipeline. The gas pipeline proposal
made sense for Japanese (or other East
Asian) importers of liquefied PNG gas
in terms of cost savingsrelative to travel
to aloading point on the Papuan coast.
However, the 1997 Asian economic cri-
sis—which, at the very least, has lin-
gered on if not worsened in Japan—put
an end to that proposal. Without such an
incentive, there is no economic purpose
in such an expensive road.

ii) Local links: Reference is made in
other sub-sections of this report (espe-
cialy Public Administration and Urban
Development) to the need for a compre-
hensive, coordinated approach to plan-
ning. One of the key elements of an
effective District Plan would be an inte-
grated local transport system.

The present transportation system within
the areamainly affected by the project’s
operations is not entirely satisfactory
evenif itisagreat improvement on pre-
mine conditions. As pointed out by Beca
Guresix years ago, and the PDWA since
1991, the mix of traffic and pedestrians
onthemain road from Tipinini to Alipis,
given the general absence of footpaths,
is dangerous.

On the other hand, the long list of de-
mands for new local roads presented in
recent landowner and LLG submissions
seems to be unjustifiable, whether on
grounds of initial capital costs,
maintainability or even social equity
(since only a minority of Porgerans
would use them for anything other than
pedestrian traffic).

Despite acool recent reception, the SDS
LTEDS proposal for walking track de-
velopment would be cheap, readily sus-
tained and of great benefit to the majority
of Porgerans, especially women and chil-
dren, who are not vehicle-owners. If these
are seen as a complement to, rather than
a replacement for, some (planned and
systematic) extensions to the road net-
work, as part of an overall valley wide
transport plan, they may be more palat-
able. What little traffic data exist for the
Porgera area show that many more peo-
pletravel by foot than by road.

Airstrips: During PJV's operations
phase, it has proved difficult to have
regular RPT servicesto and from Kairik
airstrip. Servicesthat do not at | east break
even will not be provided after closure.
Maintenance costs for Kairik after clo-
sure will probably be small providing
earth movements do not affect it or the
surface needs replacing. It is not seen as
being asignificant issue.

3.4.1.4 The Vision

It has long been the aspiration of some
of Porgera’s more visionary leaders to
see some extensions to the regional road
network. The long-favoured candidate,
mentioned above, has been a connection
to Tari inthe Southern Highlands. In the
mid-1990s, there arose speculation that
gas from the Southern Highlands fields
might be piped northwards to a coasta
location anywhere between Wewak and
Madang for export to Asia. At that time
the concept arose of aroad link follow-
ing this possible route and, despite the
fact that the pipeline scheme has been
shelved indefinitely, the aspiration of the
Porgeran leaders is that such a road
should be viewed as a highly desirable
medium- to long-term possibility. How-
ever, itisfair to say that it takes alower
priority, even in the eyes of local lead-
ers, than the Waile Creek—Tari road.

It has been the long-expressed wish of
some Porgerans to develop a new road
link to Tari extending south from the
Waile Creek Road. The formal status of
this road is unclear; insofar as the Na-
tional Government seems to have set
aside some funds for it in the past, it
appears to have been approved in some
form but since, when attempting to meet

its commitments under the FIFO Agree-
ment to finance developments at Paiam,
the NG has only met these (on at least
one occasion) by transferring funds ear-
marked for the road to township devel-
opment, it is evidently of alow priority
in government eyes. Some work on a
Waile Creek—Tari road, and an aterna-
tive route from Paiela to Mt Kare, has
been undertaken but little progress has
been made on either.

Recent LLG and Porgera District Ad-
mini strati on submissions made three rec-
ommendations regarding roads that
illustrate the aspirations of some stake-
holders: first, that Porgera Devel opment
Authority bereplaced by aDistrict Works
and Implementation Unit; second, that
NG/EPG jointly provide K4 million for
the completion of the Tari road; and third,
that NG/EPG provide K20 million for a
road to the East Sepik. More ambitious
demands were contained in a 2001 pro-
posal from Porgera landowners (SML
and LMP) and their local member. These
included:

» PJV fund anew road from Nekeyanga
to Kumbapari, the sealing of the Maip
to Anawe road and making the Paiela
road all-weather.

* PJV and NGjointly provide K10 mil-
lion for the Tari road.

» A Feasibility Study for aroad to the
north coast be undertaken (neither
costs nor funder specified);

e EPG/NG/PJV each provide K5 mil-
lion to construct roads between
Y uyan—Politika—Paiela, Porgera—
Laiagam via Mt. Kaijende (the road
surveyed in 1984 as a possible alter-
nativeto the present road) and Paiel a-
Lake Kopiago.

Both submissions demand that the
Wabag—Porgera road be sealed.

Airstrips. At the time of the Porgera
Development Forum—and ever since—
Porgerans have been very keen to have
Kairik built to a standard capabl e of tak-
ing small jets. Both the submissions re-
ferred to under roads repeat this demand
and add that PJV and National Govern-
ment buy an aircraft for the landowners’
use. The LLG and District Administra-
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tion submission further demands that
Kairik be upgraded to international sta-
tus whilst the landowners and the local
member demand (as a reflection of dis-
satisfaction with the absence of any RPT
flights) that MBA be no longer allowed
to use Kairik.

3.4.1.5 Optionsfor PIV

Options selected by PJV (and other stake-
holders) in the matter of roads will have
more impact on the long-term prospects
of the Porgera areathan decisionsin any
other area under consideration in this
report. The possible optionsunder ‘trans-
port’ arerather more complex than those
discussed in other subsections of this
report.

From a Porgeran viewpoint, an accept-
able situation at the time of mine closure
intermsof regional linkageswould prob-
ably be to have the road to Tari com-
pleted and sufficient funds available to
the appropriate authority for the mainte-
nance of both it and the road to L aiagam.
This does not seem at all unreasonable.
However, that does not mean that the
Tari road should be immediately built.
A number of development possibilities
and activities are apparently being
planned or actually being implemented
that will impact on the various priorities.
Hopefully, if these activities are being
undertaken, coordinated action can be
taken.

The cost of upgrading Kairik appears
prohibitive. The key sustainability issue
is the government’s long term input as
Kairik is state-owned. PJV will work
with other project stakeholdersto ensure
that other sustainability issues- passen-
ger usage, RPT services, maintenance
etc are considered under an integrated
transport plan.

There appears to be a more urgent need
for PJV to work with other project stake-
holders to ensure the establishment of a
source of funds for overall road mainte-
nance — which is not necessarily to say
that PJV should be the sole or even the
major provider of such funds.

Intermsof internal local links, aPorgera
Integrated Transport Infrastructure Plan
needs to be drawn up as part of an over-
al development plan for the area. This
plan could incorporate some road up-

grading for a central spine road linking
the components of the emerging urban
system, three or four regularly graded
roads feeding into this central spine and
be complemented by a network of im-
proved walking tracks (as suggested by
the SDS LTEDS). Whilst this is not
PJV’sresponsihility, other stakeholders
apparent incapacity meansthat PJV will
be required to play a leading role in
facilitating the development of both the
overall plan and seeking partnerships to
complete most of its components.

3.4.1.6 PJV’'sProposal for Action
PJV proposes that:

e They facilitate, as part of the mine
closure process, the development of
aPorgeralntegrated Transport Infra-
structure Plan. This plan should ad-
dress all the modes of transport (air,
road, foot) and assess the current in-
frastructure against probable future
requirements and budgetary re-
sources. The development of thisplan
should also involve deliberations re-
garding the future of the proposed
Tari Road, with aview to facilitating
coordinated action by government
agencies on this route.

e PJV work with other project stake-
holders to ensure the establishment
of a source of funds for overall road
maintenance. Discussionswithlocal,
provincial and national stakeholders
should commence as soon as possi-
bleon this, given the sharp fall-off in
revenues available to al the stake-
holders from the Porgera mine after
2006.

3.4.2 Power, Telecommunications,
Banking and Postal Services
3.4.2.1 Summary
The level of provision of these
infrastructural items will affect all indi-
vidualswhose livelihoods depend on the
cash economy directly or indirectly. Di-
rect effectswill befelt most by individu-
alsin urban areas of the Porgera region.
Reliable telecommunications and power
supplies will be essential for any sus-
tainable devel opment in Paiam and other
urban pocketsin the area. Also included
in this section are banking facilities, as
they pose similar issues for sustainabil-
ity. All these issues will be significant
for other areas of the PorgeraLL G area.

3.4.2.2 Background

Stakeholders

Telecommunications: Telikom, and
through that organisation, the National
Government have an important interest
in post-closure provision at Porgera; this
will apply whether or not privatisation
of Telikom occurs although a privately
run Telikom might have different impli-
cationsfor continued, post-closure serv-
ice provision in the Porgera area. All
Porgera residents, but especially those
involved in ‘modern’ economy busi-
nesses, have amajor interest in this sec-
tor.

Power: PNGPower, formerly ELCOM,
and through that organisation, the Na-
tional Government, have a major inter-
est inthismatter, evenif they have shown
little interest in power supply to Porgera
so far. All Porgerans will be affected by
the efficiency of post-closure power sup-
ply. Along with external road access,
continuing power supply is seen to be
the most single important post-closure
issue.

Banking: All future business activity in
Porgera would greatly benefit from at
least a basic banking service. Although
the majority of Porgerans neither now or
will in future use banking services, the
absence of such facilities will impinge
indirectly — and negatively upon them,
aswell asonindividuals. Unfortunately,
the one essential stakeholder currently
has no interest in banking services at
Porgera — that is the banks themselves.

Postal Services: Business, government
and individuals are all beneficiaries of
postal services. Given the lack of bank-
ing services, EFTPOS services are very
important, though for a small minority
of people.

Pre-mine Conditions

In the mid-1980sthe only means of com-
munications out of Porgera was high-
frequency (HF) radio. One HF radio,
which was not always serviceable, oper-
ated out of the Porgera District Office
whilst PJV exploration camp had sev-
eral. There was no telephone service or
any other means of mechanized commu-
nication facility availablefor the general
public. Power supply to government of-
fices was restricted to a few hours each
day. There were no banking facilities.
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Present Situation
Telecommunications: In September
2000, mainly asaresult of sustained and
strong pressure from local stakeholders,
Telikom PNG installed a local switch
with satellite backbone to Port Moreshy.
Situated at Paiam Township, this local
exchange is providing the essential tel-
ecommunications service to Paiam,
Porgera Township and PJV. Thisinstal-
lation rendered the existing microwave
link redundant and thus bypassed a ma-
jor source of cost to the provision of
telephone (and telephone-linked) serv-
ices — vandalism. Although this system
is fully installed and most landlines are
laid, connection to some users’ premises
remain outstanding.

Current direct Telikom PNG-provided
satellite services leased by PJV provide
essential data connectivity for PV op-
erations. These serviceswill be cancelled
upon the closure of the mine. The micro-
wave link from Paiam to PJV Adminis-
tration office will remain as it is owned
by Telikom PNG (Plate 3.10). This mi-
crowave link has capacity to provide es-
sential telephone services to the
community around the mine site.

Power Supply: Power is currently sup-
plied to the Porgera Gold Mine and the
Porgera valley from a gas-fired power
station fuelled by the Hides gasfield and
located on the edge of the Tari Basin.
Theelectricity issupplied to Porgeravia
a 76-km transmission line. This has
proved to be vulnerable to vandalism,
but has generally allowed the provision
of reliable power suppliesto the Porgera
valley.

Currently PIV supplies al the power
nominally to PNGPower at 1 toealkWh
and PNGPower nominally sellsit on to
consumers at more than twenty times
this price. PNGPower has no office in
Porgeraand only very occasionally sends
up an agent to collect what fees are col-
lected (by PDA) despite the fact that
amost al new buildings have been fit-
ted out by PJV or PDA/PMC with me-
ters. Most private households never pay
fees and many landowner households
not only refuse to pay but believe they
should receive free power. In addition,
PDA faces power distribution mainte-

PJV

Plate 3.10 Telephone satellite dish at Paiam

nance and repair costs without a formal
charter to supply power or work on power
lines. Thesetask aretaken onreluctantly,
as risk lies solely with the PDA for any
accidents related to such work.

Banking: Thereis currently no bank in
Porgera. A lengthy break-in in August
2001, one of aseriesof robberies, caused
the PNGBC to withdraw. Some locally-
owned businesses effectively use PV
for basic banking services — such as ex-
changing their cash for cheques. Others
are forced to transport cash to and from
Porgera from Mt Hagen, at significant
risk.

Postal Services: Asthisdraft wasbeing
completed, PMC took on apostal agency
at Paiam, restoring postal service and
including EFTPOS services.

3.4.2.3 Sustainability | ssues

Telecommunications: Future telecom-
munication service will depend upon
there being a power supply available.
Currently, monthly costs of maintaining
the service probably amount to between
K20,000 and K40,000 per month—
mainly in satellite rental fees. Demand
following closure among non-PJV users
would probably fall to between 200 and
400 subscribers. The existing dish would
probably need to bereplaced by asmaller
one and satellite rental fees would prob-

ably fall to closer to K5,000 per month.
Annual costs allowing for maintenance
would probably be in the vicinity of
K 100,000. Payments received from tel-
ephone subscribers to date have been at
amuch higher level than those for elec-
tricity. There is a very good prospect
that no subsidy will therefore be neces-
sary.

Without the telecommunicationsthat are
essential to the management of any sort
of modern business, government admin-
istration or social activity, most forms of
post-closure activity would be severely
constrained, if not ruled out altogether.
It could be argued that the relative mer-
its of keeping the road open and keeping
telecommunications in place would fa-
vour the latter, at least for the support of
the business and government user, if not
the average villager. Only the mainte-
nance of apower supply definitely takes
priority over maintenance of telecom-
munications since the latter are depend-
ent on the former.

Power Supply: The Hides gas-powered
station and powerline to Porgera has the
potential to be a magjor national asset,
just asit has been the factor in determin-
ing the overal nature of the Porgera
project to date. Unfortunately, it is vul-
nerable. More than thirty of its towers
were felled or damaged in 2002. Pro-
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duction has been affected for three
months, and the cost of repairing dam-
age to pylons alone has cost the project
millions of kina. A continuing, similar
rate of pylon loss could be instrumental
in occasioning an early closure of the
project. There is an increasing possibil-
ity that, at the time of the closure of the
mine, the line and power station also
would have to be abandoned, especially
in the absence of any interest from
PNGPower in taking over the facilities.
Whilst the continued protection of the
facilities during operations are a joint
stakeholder responsibility with the onus
of most of such protective measuresfall-
ing on PJV, it will be principaly the
responsibility of the National Govern-
ment to take measures if these assets are
to be useful after closure since they will
only be useful if they are connected into
the existing national grid and remain in-
tact. It is possible that such measures,
including examining means by which
landowners along the route can be en-
couraged to protect the line, could be
successful. However, it appears more
likely that this asset will end up being
abandoned. That would leave Porgera,
post-closure, with no source of electric
power, unless the hydropower option
outlined below is taken up.

The project at present has some diesel
back-up capacity. Although this does not
alow the project to operate anywhere
near full capacity, it would be far in
excess of post-closure Porgera needs.
Moreover, the costs of running the exist-
ing capacity of diesel-powered electric-
ity generating plant would almost
certainly make it unsustainable. The de-
fault power scenario, in the absence of a
valley-wide electricity solution, would
amost certainly see individual house-
holds and businesses that can afford it,
purchase their own diesel generators, as
occurs elsewhere in Papua New Guinea
(although generally more cheaply than
would be the case at Porgera).

A third possibility—and one with the
most promise for sustainability—might
be the construction of a small
hydropower station of 2.5-MW capac-
ity. This is aready considered to have
some attraction from a PJV operations
viewpoint because of ever increasing

PJV

Plate 3.11 Small hydroelectric generating station at Dauli near Tari

power demands but which would, were
local staff trained in its maintenance,
also beideal as a post-closure source of
supply (Plate 3.11). It is possible that an
international aid partner may also have
interest in such a project.

Banking Facilities: If, during the op-
erations phase of mining when some-
where between K40 million and K60
million circulates (albeit briefly) in the
Porgeran economy annually, a commer-
cia bank cannot be maintained within
the community, then the chances of one
being a feature of post-closure Porgera
appear to be very slim indeed. As noted
earlier, anumber of businessesin Porgera
rely on PJV exchanging their cash tak-
ings for cheques that can be safely en-
cashed outside the valley. It is highly
unlikely that, after closure, there would
be any organisation capable of fulfilling
this function, even if it were willing to
take on the security risk associated with
such an activity. Without some form of
banking facilities, few modern economic
facilities will be feasible although gold
buyers might service part of the demand.
If banking services are to be provided at
Porgera, community support for (and pro-
tection of) such services will be needed
— as in severa other areas of service
provision. A Community Banking model,
such as has been set up at Ok Tedi, may
be an alternative model worth further

exploration, if only becauseif would in-
volve community ‘buy-in’.

3.4.2.4 TheVision

PJV would like to see a post-mine situa-
tion whereby the Porgeravalley has suf-
ficient power, telecommunications and
banking facilitiesto support government
service provision and the development
of local economic enterprises. With ref-
erence to power, asmall (2.5 MW) hy-
droelectric power scheme, located
perhaps in the Pongema currently ap-
pears to be the most feasible way of
ensuring continuing power to the valley
post-mine. Clearly, provision of these
services will require a ‘user-pays ap-
proach, whichinitself represents a chal-
lenge for some of the stakeholders. In
this sense, a focus on developing the
economic capacity of local businesses
and individualsto pay for these services
is likely to reap greater rewards than
aiming to regulate for the provision of
these services.

Such an approach is not apparent ro date
in formal landowner aspirations, which
have emphasised continuing access to
low-cost, even free, service provisionin
these areas. In terms of telecommunica-
tions, all current non-landholder sub-
scribers accept that normal user
charges—for a relatively remote loca-
tion—should apply both now and after
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closure. Telikom expectsthat, at thevery
least, it should not make a loss on the
provision of the service. A privatized
Telikom would, presumably, be more
inclined to maximise profitsand to close
down aloss-accumulating service.

Intermsof power, while most businesses
(and afew residents) are prepared to pay
for their power, most existing electricity
users have grown used to not paying and
many other residents not connected to
the supply demand to be connected free
of charge. Several local leaders expect
PJV to leave behind a cheap (to consum-
ers) supply of power and are currently
focussed on the construction by PJV (or
donors) of a small hydropower scheme.
While banking services are clearly of
continuing importance to local business,
most local stakeholders make no men-
tion of banking.

3.4.2.5 Optionsfor PIV

Interms of telecommunications, PV sees
no role for itself. Given the existing,
reasonably good state of telecommuni-
cationsinthevalley, the only reasonable
option for all stakeholders appearsto be
to agree amongst themselves over the
establishment of amaintenance fund (for
ongoing satellite fees) and the extent to
which subscribers should contribute to
that fund. It is possible that subscribers
alone could support this form of infra-
structure whose post-closure cost is esti-
mated at K100,000 annualy.

All stakeholders have an interest in re-
ducing losses to the project from inter-
ruptionstoitspower supply. Eventhough
most do not show any visible signs of
such interest, during operations the ma-
jor (if not exclusive) responsibility for
maintaining supply isthat of PJV. How-
ever, if the state (and possibly other
stakeholders) has any interest in the
Hides facilities becoming a national as-
set after closure, they will need to shoul-
der responsibility for maintenance.

The option of developing a moderate
(2.5-MW capacity) local hydropower sta-
tion may well be the most sustainable
option for ensuring power supplies for
the Porgera area. In any costings and
discussions regarding such a scheme,
PJV will work with PDA, landowners
and the District Administration, along

with the larger local businesses (iPi for
example). These other parties should, in
the interests of securing areliable, sus-
tainable power supply for themselves
post-mine, be prepared to beinvolved in
the planning and development of such a
facility. Donor support for such a power
scheme is currently being investigated.

The prospect of no banking facilities
post-mine is of relatively little conse-
guence to PJV itself but of very great
significance to Porgerans. It may be that
any commercial bank whose presencein
Porgerais sought can follow PJV lead in
inserting clauses relating to peace and
good order in the community asacondi-
tion for the bank to proceed. Whilst PJV
can assist in seeking out possible alter-
natives, without community support
banking services are unlikely to return
to Porgera. That is, a great deal of re-
sponsibility on this issue lies squarely
with the Porgeran community and land-
owners.

3.4.2.6 PJV’'sProposal for Action
PJV proposes that:

e PJV encourage the other stakehold-
ers to establish afirm understanding
of the costs of ongoing satellite serv-
ices, with an aim of ensuring that
subscribers alone can support this
service post-closure.

 Interms of power that, as part of the
closure process, PNGPower partici-
patein discussion with PJV and other
stakeholders over the future of the
Hidesgenerating plant and powerline.
Intermsof hydropower devel opment,
landowners, local administration and
business should be involved in dis-
cussionswith donors concerning such
a facility. This should occur in the
broader context of planning in
Porgera.

e PJV is prepared to facilitate discus-
sions between other stakehol ders con-
cerning the provision of banking
services for Porgera.

3.4.3 Urban Development

3.4.3.1 Summary

Urban devel opment has been the subject
of intense debate and some acrimony
over the life of the mine. However, in

terms of sustainability, further work
needs to be done on Paiam and other
aspects of urban development in the
Porgera area and is currently being
planned. Shortfallsin funding for urban
development (from non-PJV sources, it
should be noted) have meant that Paiam
has not devel oped to the extent that many
landowners had hoped. The overall out-
look in this sector is good. Thisview is
based on the facts that: a) already major
changes have occurred since the signing
of the 1998 FIFO Agreement and there
is every prospect that by the end of the
project asubstantial urban infrastructure
will be in place; b) that there is every
indication that Porgera will face neither
the post-closure problem of Ok Tedi —
where much of the urban infrastructure
will be surplus to community needs —
nor that of Misima where infrastructure
is rather minimal; and c) the quality of
planning expertise and implementation
being devoted to Paiam, in particular, is
as high—if not considerably higher—
than the best urban planning going on
anywhere else in Papua New Guinea.

3.4.3.2 Background
Stakeholders
Major stakeholdersinclude:

L andownersof land at Paiam and neigh-
bouring Palaipaka (in particular), Suyan,
Porgera Station and the SML—there is
some competition between all these
groups to be host to the dominant urban
cluster after closure.

Porgera LL G, especidly since thereis
a strong possibility that it will be di-
vided up in future to make room for a
Porgera Urban LG leaving a rump
Porgera Rural LG; for the implications
of such a change and on bodies such as
PMC and PADC, see the ‘Public Ad-
ministration’ section of this report.

National and Enga Government have
pledged and in part provided funds for
the construction of houses at Paiam.

PJV.

Contractors in the Porgera area — as
work from PJV scales down so many of
these will compete for contracts associ-
ated with urban development.
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Lesser stakeholders include all neigh-
bouring communities, along the road to
Wabag, along the proposed road to Tari
and in Paiela.

Pre-mine Conditions

What few urban facilities there were in
the valley in 1985 were concentrated
around the then airstrip at Porgera Sta-
tion. The fact that they were limited and
that it was imagined that the project
would transform them into a significant
town was amajor reason why Porgerans
were keen to see the mine devel oped.

Current Situation

Until 1997/8 urban development, par-
ticularly residential development contin-
ued to belimited at Porgera. PJV housed
its FIFO employeesat Suyan or at camps
at the mine site. However, many new or
greatly improved urban-style facilities
had grown up as aresult of both private
enterprise and public expenditure. These
included an International Primary
School, aHigh School and aHospital (at
Paiam) and arapid increasein stores, the
most notable being iPi’s store. iPi’'s ac-
tivities grew up and continue to be lo-
cated at Porgera Station wherethe Health
Centre and previously chief primary
school of the area also remained. The
limited facilities at Suyan — basically a
canteen, sportsfacilitiesand mess—were
(and remain) closed to the general pub-
lic. Ribbon development of small trade
stores, video halls, food outlets occurred

along the length of the road from Alipis
to upper Tipinini.

After extended and often acrimonious
negotiations, PJV and other stakehold-
ersnegotiated the FIFO Agreement. PJV
has consistently fulfilled its commitments
in that agreement. Under the agreement,
the PDA (as the Special Purposes Au-
thority of the Porgera LLG) was given
the responsihility of managing ‘the con-
struction of facilities in the Paiam,
Porgeraand Kairik towns and to manage
the operations of thesefacilities'. Yelgun
was contracted to manage the Paiam
Town Management Company set up by
the PDA for a period of five years. This
remit expires at the end of 2003. Effec-
tively, Yelgun, via PMC, have devel-
oped the Paiam Township under the
supervision of the PDA.

Also in 1997/8 the Beca Gure Master
Plan was developed. Thisisan excellent
document; although now out of date in
some respects, many of its insights, not
only into urban issues but also into the
overall development post-closure of the
Porgera Valley, remain crucial. Beca
Gure commented (p1-39):

‘Spending money in a logica se-
guence on well designed public utili-
ties and services will no doubt
produce a potentially more efficient
and sustainable community if Paiam
develops in the way it is planned.

PJV

P . e W
Plate 3.12  Paiam houses for PJV’s ‘fly in — fly out’ employees

But it does not guarantee that Paiam
will actually develop into a fully
functioning community at all. It only
ensures that the buildings and public
services bought and paid for will ex-
ist....

In essence, the plan concluded that, given
constraints of land and given its own
conclusion that duplication of provision
of community-wide services at different
placeswithin the valley would be waste-
ful, adequate provision of urban facili-
ties could best be provided by a central
focus (at Paiam) supplemented by satel-
lite urban nodes strung along the
Tipinini—Alipis road. If such a linear
necklace of a town were to work prop-
erly, it would require good transport be-
tween the nodes and the Paiam centre.
That in turn would require the urban
corridor not to be congested as a conse-
quence of unplanned development along
its sides.

By the end of 2001, Paiam had 245 alo-
cated allotments and 255 residences, 99
of which were connected to sewerage —
that fed into a liquid waste dispersal/
anaerobic sewage treatment plant — and
89 to areticulated, treated water supply.
Forty-eight of the residences were hous-
ing PJV workers and their families who
had previously been FIFO workers
(Plate 3.12). The Paiam Hospital is now
operating successfully (after a period of
notable under-use), the new market and
demonstration garden are a major asset
and should be a source of pride to
Porgerans and some secondary industry
(joinery) has been established. By the
end of 2001, K34.6 million had been
spent on Paiam since the signing of the
FIFO Agreement (of which K5.2 mil-
lion was committed but as yet unex-
pended). Of this amount the Tax Credit
Scheme had contributed 38%, the IDP
30%, the National Government 7%, the
PDA 3% and all other sources 22%. The
PMC budget for 2002 totals K10.6 mil-
lion of which 4% will be raised inter-
nally, 32% is expected to come from
National Government, 25% from IDP
(exhausting these funds), 29% from in-
ternational donor agencies and all other
sources 10%. Given the difficulties the
national government has had in the past
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infulfilling its commitmentsto expendi-
ture at Paiam without transferring funds
from other projectsin Porgeraand, given
the vagaries and often long delays in
donor funding, this budget cannot be re-
garded as secure. Whilst PJV has, to
date, met itsfinancial commitments made
under the FIFO Agreement, most other
parties, notwithstanding the heroic ef-
forts of officers of the Department of
Mining to ensure that the national gov-
ernment fulfils meetsits promises, have
not done so.

Despitethe difficultiesgovernments have
had in meeting their financial commit-
ments made under the FIFO Agreement,
at thetime of the fieldwork for this study
PADC had (a little belatedly) accumu-
lated K3.3 million in funds made up as
follows: landowners K0.3 million; EPG
K0.5 million (with a further K0.5 mil-
lion promised for late April); and Na-
tional Government K2.5 million. A
relatively small additional bank loan has
proven problematic, such that itislikely
that in the remainder of 2002 and early
2003 no more than 10-15 PADC houses
will be added to Paiam’ s housing stock.
These are to be rented out to PV and
rentals should ensure that capital costs
will be paid off within five years. If this
transpires, then PADC projects that it
will have approximately K8 million in
cash and other assets by 2008. Finally it
should be noted that the majority of resi-
dences built to date at Paiam are in fact
privately owned. Private demand for resi-
dential alotments had been larger than
expected.

In summary, despite funding difficul-
ties, the planning of Paiam town isgoing
well. Indeed, Paiam currently is prob-
ably the best planned town in PNG. A
major question iswhat should happen at
the end of 2003 when the present con-
tract arrangements expire. Although there
has been considerable thought given to
the future of Suyan no agreement has
been reached yet. Planning of the rest of
the urban ‘ necklace’ envisioned by Beca
Gure is minimal. No overall regiond
plan showing how the Porgeraareamight
relate in future to the surrounding areas
and the rest of theworld isin place.

3.4.3.2 Sustainability Issues

Behind the long-drawn out debate over
FIFO and Paiam has been asustainability
issue, even if other factors have often
overshadowed this. PJV and its consult-
ants have consistently argued that, quite
aside from these other factors, the build-
ing of a fully-residential mining town-
ship would waste resources since, at
closure, many of its facilities would be-
come redundant and maintenance costs
would be excessive. There has aways
been some (varying) measure of PJV
support for the provision of urban-style
servicesevenif there hasbeen (alsovary-
ing) reluctance to support large-scale
residential development in the valley.
Thelandowners have consistently argued
the opposite, wishing to maximise resi-
dential development, demanding that
each of PV, NG and EPG contribute K5
million annually until closureinto afund
for maintenance purposes. Certainly
K135 million would go a long way to
maintaining more structures (in the re-
gion as awhole, not just the urban sys-
tem) than currently exist but whether
any of the three parties, especialy the
two government bodies, could afford to
comply with this demand is question-
able.

Paiam town already raises some income
(K375,000 is budgeted for in 2002). It
does not seem impossible that, by 2010,
internal revenue could reach K1 million
annually providing capital accumulation
in the regional economy as a whole can
be promoted by then. Such a sum would
certainly help the township toward be-
coming self-sustaining. The key issues
of sustainability seem to lie more in the
area of maintaining regional and urban
infrastructure (power, road access, tel-
ecommunications) than in urban devel-
opment as such.

Funding for Paiam is aready a problem
areaand it could grow into aworse prob-
lem in future years. However, providing
funds can eventually be raised for vita
components of urban infrastructurethen,
if regional economic development as a
whole can be achieved and regional as-
sets utilized effectively, perhaps it is a
mistake to see failure of governments
(or any other outside agency) to give
money as a setback. The real challenge

isto achieve alevel of regional develop-
ment that will create capital for yearsto
come.

The Beca Gure Plan was designed in the
face of uncertainty over future
populations of the PorgeraValley. These
uncertainties remain. Some argue that
populations will inevitably decline fol-
lowing closure and that this might be a
good thing since it would free up land
resources and place fewer demands on
government services. Others argue that
maintaining population at current levels
would assist in maintaining capital ac-
cumulation potential. The SDS study
makes the useful observation that even
if there were a decline at closure, popu-
lation growth would rapidly bring the
post-closure population back up and be-
yond current levels (barring an HIV/
AIDS upsurge). What is required is a
flexible plan and administration under
which good urban services could be pro-
vided to the Porgera population (what-
ever its size). Similarly at present the
challenge remains the same —to provide
urban servicesthat reflect long-term mar-
ket demand and to stimulate that de-
mand by encouraging non-mine urban
and rura livelihood activities. Thus, pro-
viding the development of Paiam and
other urban nodes is proceeding rela-
tively well, then the key to future urban
successwill liein the regional economy,
including therural village economy, asa
whole. Thereverse will not work: build-
ing hundreds of houses at Paiam will not
generate regional development.

3.4.3.3 The Vision

The vision for Paiam is for the town to
develop into a significant regional asset
(Plate 3.13), with a strong, regionally-
linked economy driving effective man-
agement of the town and its regiond
serviceinfrastructure by an Urban Coun-
cil. In line with the comment by Beca
Gure, though, PJV does not believe that
simply building houses is the way for-
ward. Paiam should function as the cen-
tre of an urban ‘necklace’ that spreads
from Tipinini up to Alipis, and includes
significant facilitiesat Suyan and Porgera
station. PJV has no preference for how
itsfacilitiesat Suyan are used post-mine,
although it would obviously prefer that
they were used in away that contributed
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to sustainable development in the val-
ley.

Other local stakeholdershave alwayshad
strong views on the matter of urban fa-
cilities in the Porgera valley but they
were not always unanimous. Some want
a much more massive urban develop-
ment at Paiam, others want compensa-
tion for lost economic revenues due to
FIFO, the handing over of land around
Porgera station by the national govern-
ment, or a government declaration of
Paiam (and Porgera) as ‘ urban centres'.

When PJV itself canvassed stakeholder
views, two of the parties approached had
specific comments relating to urban de-
velopment. The Managing Director of
Orogen placed the continued develop-
ment of Paiam Town as the number one
priority for sustainability. Similarly, a
local personality who was not dominant
on the boards of local institutions, also
placed the strongest emphasison Paiam’s
further development. Thus, a range of
stakeholders appear to agree that urban
development is the key to the area’ s on-
going economic sustainability. The pre-
vious District Administrator has argued,
for many years, that one of the most
important ways of generating sustain-
able economic development in the area
is to build up the Porgera valley as a
service centre for west Enga as a whole
and the Tari Basin.

3.4.3.4 Optionsfor PJV

As discussed under Public Administra-
tion, it is clear under Papua New Guin-
ea’s laws who should normally be (and
who will be, post-closure) responsible
for al levels of planning in the Porgera
area: the wards, LLGs and District Ad-
ministration. Thisshould/will bethe case
whatever the fate of PDA. Currently,
they do not take on this responsibility
and there is no sign that they are pres-
ently able to do so. It is evident that a
capacity-building program is necessary
if governance isto be properly managed
after closure. PJV could assist in facili-
tating such a program but responsibility
should lie with the Porgera Sustainabil -
ity Group or whatever body results from
the mine closure process (as discussed
elsewhere in this report). Until that ca-
pacity is created and even if the pro-

Plate 3.13 Paiam market

posed PorgeraUrban Local Government
is established, as foreshadowed, at the
end of 2003, the present urban planning
structuresinvolving PDA, Y elgun, PMC
and PADC should remain in place.

PJV has largely met al its obligations
under the FIFO Agreement. It will con-
tinue to strenuously resist pressure to go
beyond its agreed residential building
program, not only on the grounds that
such additional residential development
would become a maintenance burden
post-closure, but also because the long-
term success of Paiam (now that its ba-
sic outline is in place) will depend on
economic development in the Porgera
area. PJV can better support Paiam’ son-
going success by investing its available
resourcesin regiona economic develop-
ment efforts rather than building more
houses.

Porgeran businesses with investmentsin
non-mobile capital assets located in lo-
cations other than Paiam cannot be ex-
pected to shift their investmentsto Paiam
rapidly (and, indeed, should continue to
be alowed total freedom to decide what
isthebest location for their investments).
However, al publicly-provided services
intended to servethe Porgeravalley asa
whole should be located within Paiam
Town, with one major proviso that, at
closure, avariety of physical assets may

become available as PJV exits the area.
These will include the Suyan Camp as
well as various office buildings and
workshop areas in the SML. The exist-
ing facilities at Suyan could, at closure,
become: the indoor sports area for the
Porgera valley as a whole, a hotel site,
the site of any tertiary education centre
for Porgera and a residential suburb.
Similarly, workshops within the SML
could become the site of a Porgera Dis-
trict Works Unit whilst the main admin-
istration block could become the
administration headquartersfor whatever
local level governments/District Admin-
istration exists at closure. Note that this
would not preclude the political arm of
government establishing a presence at
Paiam in the form, for example, of a
meeting chamber. Analysisby and agree-
ment amongst members of the Porgera
Sustainability Group (or whatever body
results from the mine closure process) in
the near future on such issues, would
both clarify these matters and simplify
the issue of what public structures are
needed, between now and closure, at the
Paiam site. Such a process would coin-
cidentally push forward the Beca Gure
concept of a‘necklace’ of urban service
provision whilst helping to minimise
duplication of such provision.
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3.4.3.5 PJV’'s Proposal for Action
PJV proposes that:

e PJV continue to work with all other
stakeholders to ensure that the urban
system grows successfully by wid-
ening its endeavours and devoting
more attention to regional economic
planning for the Porgera District asa
whole.

* PJV work with other stakeholdersto
facilitate the introduction of an ad-
ministrative capacity-building pro-
gram at ward, LLG and District level
so as to develop background mate-
rial for a Porgera District Plan. This
capacity building would fit within
the broader institutional strengthen-
ing program discussed above (Public
Administration).

e PJV continue to support technical
planning and engineering work asso-
ciated with Paiam town and will press
for the current arrangements between
PDA, PMC, PADC and Yelgunto be
extended beyond the completion date
of the current agreement. Some ra-
tionalisation of these services could
occur, in anticipation of developing
a sustainable local government au-
thority.

3.4.4 Relocation Settlements

3.4.41 Summary

The relocation settlements within the
SML (and those outside the SML) are a
direct consequence of the mine develop-

ment. Households, whose houses met
guidelines on safety and noise or other
nuisance, were given apermanent-mate-
rial house and associated benefits. The
affected landowners chose the site for
their homes, with the vast mgjority choos-
ing to locate in areas within the SML.
The magjority of these homes are now at
least 10 years old, and are located in
settlements that are very different to
when they were established. While PIV
is partly responsible for the current con-
ditions in these communities, the condi-
tionsin the communities at mine closure
will be a factor in how the costs and
benefits of the mine are assessed by the
landowners and outside observers.

3.4.4.2 Background

Stakeholders

The direct stakeholders are the residents
of communities of the SML. It is possi-
ble to discern (at least on paper) four
sub-groups of these communities: land-
ownerswho have rel ocation houses; chil-
dren of these landowners who feel they
should al so have rel ocation houses; land-
owners who did not receive relocation
houses; and epo atene (described as‘ non-
related friends' and residents *...gener-
ally related through another clan name
with the individual granting the [land]
useright.”)’

PJV is aso a stakeholder, as both the
architect of the relocation program and
astheimmediate neighbour of the settle-
ments.

PJV

Plate 3.14  Yarik relocation village on the SML

Pre-mine Conditions

With the notable exception of Alipisvil-
lage, pre-mine, most Porgerans lived in
scattered family hamlets. Traditionally,
the Ipili were relatively mobile and did
not live in settlements. The population
was low (probably 2,000 or so) within
the SML in 1989 (and less than 10,000
inthe valley asawhole) and landowners
had adequate food gardening land within
the area.

Current Situation

Thereisnow severeovercrowdinginthe
SML relocation villages of Kulapi, Y arik/
Olonga/Timorope (Plate 3.14) and
Apaaka. Within the SML, a census car-
ried out for PJV in 1993-1994 gave a
total population of 5,257, of whom 1,131
(21.5%) were categorised as epo atene
‘non-landowners’'. By the end of 1999,
when the same person repeated the exer-
cise, the population of the SML had bal-
looned to 8,710 in total, with 4,126 (or
47%) epo atene. The epo atene popula-
tion grew, then, by 265% over fiveyears,
while the landowner population in-
creased by just 11%. This givesan indi-
cation of the huge pressure that is being
put on members of the SML clans by
relativesand othersfrom outside the area.
There are some serious implications of
this population growth. The SML area
was home to around 2,000 people at the
start of the mine: this same area now is
home to over four times as many people
as well the mine operation (open pit,
waste storage areas, mill and all the an-
cillary parts of the operation). A number
of factorsare behind the high population
growth including; in migration due to
marriage especially to outsiders, in part
fuelled by increasing polygamy; high
natural population increases associated
with polygamy; bone fide land owners
who did not receive relocation houses
and children of relocatees themselves
getting married; and opportunists taking
advantage of traditional links or enter-
ing into agreements with landownersin
order to reside in the communities.

7 Quotesrespectively from Alex Golub, Gold Posi-
tive Kristen Press, Madang 2001; and Richard
Jackson and Glenn Banks, In Search of the Ser-
pent’s Skin: The Story of the Porgera Gold Project,
PJV, 2002.
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Not surprisingly basic resources in the
area—land for gardens (see Section
3.6.3), water and privacy—are all
stressed, due to this overcrowding. The
water tanks on houses are too small and
supplementary systems inadequate as a
result of the population increase. Thisis
despite recent PJV efforts to establish
communal tanks in the main settlement
areas. There is increasingly a lack of
firewood and bush materials for house
building/fencing, and there are problems
of sewerage contaminated groundwater,
rubbish disposal, soil erosion.

3.4.4.3 Sustainability I ssues

While much of the focus of PJV Com-
munity Affairs monies and human re-
sources have aready been directed at
assistance for the SML communities,
they are the people who have been most
impacted by the mine development. They
are the PJV’s most important local part-
ner and (despite frequent noises to the
contrary) supporter. The attraction of
permanent materials housing was a cen-
tral reason why the communities coop-
erated in the development of the mine;
the changes in lifestyle accompanying
this benefit (for example, permanence,
maintenance demands, relations with
visitors) may obscure the value of such
houses, and lead to feelings of dissatis-
faction.

PJV has constructed approximately 600
relocation houses from late 1988 to
present (Plate 3.15). Few more are ex-
pected in the next ten years as the mine
operation (including pit area, waste stor-
age areas etc.) has virtually reached its
maximum extent. By mine closure, the
original relocation houses constructed in
198990 will be nearly 20 years old and
many will exhibit the signs of lack of
maintenance. Water, sewerage, firewood
and rubbish disposal facilities and serv-
ices are currently suffering from the in-
herent overcrowding of these
communities.

The stresses induced by overcrowding
in the SML relocation villages are rela-
tively new for Porgerans, and along with
relatively high disposable incomes for
the landowners and epo atene (from roy-
aties, wages, compensation and busi-
ness contracts), has resulted in what is
perceived at least as higher incidences

Plate 3.15 Typical relocation house

of alcohol and drug abuse, violence and
domestic violence. The high proportion
of epo atene also weakens traditional
forms of community |eadership and con-
trol.

As a result of the problems outlined
above, resettlement of thesevillages (per-
haps more accurately for some, the peo-
ple that have not been relocated) has
been a recurrent theme over the past
decade from the landowners. This issue
has been raised at every opportunity and
in every conceivable forum, and politi-
cally is one of the two major areas in
which landowners have expressed dis-
satisfaction with PJV (the other being,
up to 1997 at least, Paiam and the FIFO
arrangements). The children of the origi-
nal landowners have also been arguing
for houses for themselves once they
marry, and male landowners have ar-
gued for extra houses for new wives
they marry (it isnot unusual to have 2 or
more wives living in the same house in
these settlements, a situation that is not
conducive to marital bliss for any of the
parties).

3.4.4.4 TheVision

PJV wants to help find a solution to the
issues raised but is constrained by the
fact that it has rarely been able to exer-
cisean authority over who resideswithin
or movesthrough the SML communities
(even though it could — at least on pa-

per). It sees the epo atene issue as one
that the landowners themselves must re-
solve, athough Community Affairs staff
do recognise the difficulties landowners
facein expelling relatives from the area.

3.4.4.5 Optionsfor PJV

The easiest option for PJV in terms of
theserel ocation settlementsisto do noth-
ing more than what is specified in the
various Relocation Agreements. Legally,
thisisall that is required of PJV. It can
also be argued that many of the epo
atene (and hence many of the problems)
will leave when the mine closes, but this
is as much dependent on conditions in
the home areas of the epo atene as it is
on the post-mine environment and op-
portunities at Porgera. In other words,
the problem will solveitself at mineclo-
sure.

As a minimal response, PJV could de-
velop a program to train home owners
(especialy women) in basic house main-
tenance skills; e.g., fixing leaking taps,
repairing broken PVC pipes, repairing
stove, replacing ridge caps, louvres, fly
wire etc. An audit of maintenance needs
by order of occupation (using original
relocation list) could be the basis for the
development of a maintenance program
(devel oped in consultation with the com-
munities and run by PJV or another lo-
cal business) for selected items.
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Options to reduce overcrowding in the
existing settlementslargely rest with the
landowners themsel ves.

Any discussion between the primary
stakeholders of re-relocation or large-
scale resettlement islikely to be acrimo-
nious and unproductive, if recent history
is any guide. PJV is simply unable to
meet the costs associated with a large-
scale resettlement scheme for al SML
landowners. Stating this does not mean
it will drop from local aspirations and
demands, though. PJV purchase of land
(either inside or outside Porgera) equiva-
lent to areas of food gardens lost within
the SML may be an option worth inves-
tigating further (and is discussed in Sec-
tion 3.6.3). Certainly, all rehabilitation
of land withinthe SML will involveland-
ownersin the planning and implementa-
tion to ensure that, post-mine, the
landowners have access to as much land
asispossiblefor their chosen needs. The
facilitation of a resettlement move by
landowners to land that they (the land-
owners) purchase may also be possible.

3.4.4.6 PJV'sProposal for Action
Most of the options outlined above re-
quire investigation, discussion and ne-
gotiation with other stakeholders. More
immediately, PJV proposes that:

e PJV facilitate an audit of relocation
house maintenance needs by order of
occupation (using original relocation
list). This could then form the basis

for a maintenance and training pro-
gram (devel oped in consultation with
the communities and run by PJV or
another local business) for selected
items, such as water tanks.

3.5 Human Resources

3.5.1 Labour Force

3.5.1.1 Summary

PJV workforce will obviously decline
along with the mine itself. This
workforce, and particularly the Porgeran
component of it, can provide an impor-
tant contribution towards sustainable de-
velopment within the Porgera valley. It
isasmuch, if not more, to the advantage
of nearly al stakeholdersin the Porgera
Gold Mineto manage retrenchment prop-
erly and fruitfully asit would be to man-
age any other aspect of closure.

3.5.1.2 Background

Stakeholders

Almost all Porgerans and many people
across PNG have an interest in the re-
trenchment of workers from the mine.
However, thosewith adirect interest are,
obviously PJV itself (Plate 3.16), the
PorgeraMining and Allied Workers Un-
ion, individual workers — expatriate, na-
tional and local — and the PNG National
Government especially Department of
Labour. An additional category requir-
ing specific attention is contractors. In
this discussion, with its focus on

Plate 3.16 PJV employees and contractors

sustainability at Porgera, the interests of
expatriate worker interests are ignored.

Current Situation

The following figures are drawn from
SDS(2000) and PJV sources. Obvioudly,
they will need to be constantly updated
if the options proposed later in this sec-
tion are to be followed.

At the end of 2001, there were atotal of
1,967 PJV employees of whom 1,171
were Porgerans, 86 Engans, 499 other
PNG nationals and 211 expatriates. The
SDS Study suggests (Vol. 1, p.10) that
the numbers of Porgerans and Engans
are doubtful with a significant number
of Laiagams, Kandeps and Hulis (the
|atter from Southern Highlands) included
in the ‘ Porgeran’ total.

Total wagespaidin2001to ‘local’ work-
ersamounted to K24.2 million, although
this includes Engan workers as well. Of
this, Porgeran wages and salaries prob-
ably accounted for K15-20 million, at an
average (including training costs and su-
perannuation contributions) of K15-
18,000 per Porgeran worker. Note that
this is amost three times the royalties
and nine times the value of compensa
tion paid to Porgeran groupsin that year.
Certainly, except for afew leaders of the
landowner community, for most
Porgerans having a job with PJV is far
more remunerative than being a royalty
or compensation recipient. PV wages
are both the largest source and the most
widespread form of cash benefits in
Porgera.

Thefollowing table is derived from data
PJV Life-of-Mine data.

PJV hasdeveloped several programsthat
provide national employees, including
many Porgerans with certifiable, trans-
ferable trade skills (Plates 3.17-3.19).
Examplesinclude;

o Caterpillar heavy equipment training,
certified by Caterpillar.

e On-going training in High Perform-
ance Culture (HPC).

« Block coursesfor apprenticesat tech-
nical colleges (or in exceptional
cases, at PJV) and recognised by the
National Apprenticeship Trade Test-
ing Board.
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e The certification of trades assistants
by way of competency-based exami-
nation at technical colleges.

¢ In-house training in MS Word, Ex-
cel, Access and other programmes as
required by the job.

Retrenchments start in earnest during
late 2003 — and even if this is largely
achieved by natural attrition, thiswill be
the very first concrete aspect of closure
to make itself felt on the community, far
earlier than most other closure matters.
It needs to be prepared for with some
haste. Importantly it will be staged — by
the time the period of stockpile milling
only starts (2006), 605 Porgerans will
have been laid off.

No formal retrenchment package has
been developed as yet; existing award
rules on retrenchment entitlements and
applicable legislation seem likely to be
applied.

3.5.1.3 Sustainability I ssues

It isgenerally argued that a chief reason
why Papua New Guinea needed to de-
velop the mining industry was to de-
velopits peoples’ skillsand capabilities,
the ultimate sustainable resource.
Whether or not the cash mining has paid
into government coffers over the years
has been used as well as it might have
beento thisend isdebatable. What isnot
amoot point is that the PNG employees
of the mining industry (and of PJV of
course) have for the most part far more
skills marketable in the ‘modern” world

Plate 3.17 PJV workers have marketable skills, engine rebuilding

than does the average Papua New
Guinean. Some have skillsthat areinter-
nationally marketable. The great major-
ity have improved those skills whilst
working for PJV. PJV and the mining
industry in general have directly con-
tributed to the overal goa of the na-
tional mining policy.

A more specific issue relates to other
aspects of the closure plan and its pro-
posed emphasis on livelihood develop-
ment. The various possibilities for the
development of secondary industriesand
servicesinthe Porgeravalley made else-
where in the present study depend very
heavily on there being the local, skilled

labour to manage and run them. The
most obvious source would be ex-PJV
employees.

If one, possibly the major, aim of clo-
sure planning is to soften if not elimi-
nate the shock of reduction of cash flows
in the local impact area, then it is obvi-
ousthat wages currently represent easily
the largest single source of private in-
comes there. A single ex-PJV employee
in a new, non-mine wage job inside the
Porgera valley would almost certainly
add severa times the economic value
than asingle coffee farmer. Therealistic
chances of generating either anew flour-
ishing coffee industry or full employ-

Plate 3.18 PJV workers have marketable skills, surveying

Plate 3.19 PJV workers have marketable skills, computer

maintenance
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ment for al ex-PJV Porgeran employ-
ment are probably equally low — but the
returnsevenfor partial successarelikely
to be higher in the latter than in the
former.

3.5.1.4 TheVision

PJV has set out its own goals for closure
in its Draft Closure Policy (Appendix
2.) Among these are optimizing benefits,
communication with stakeholders, and
providing capacity building. A carefully
designed retrenchment/further employ-
ment policy matches all these aims.

PJV isaware of the ways in which other
business units of PDI have put consider-
able effort into this aspect of mine clo-
sure or re-structuring. The experience of
PDI in the Care Project in southern Af-
rica in particular and the efforts of the
Misima Mines Union in developing a
joint venture partnership with a major
placement agency will be drawn upon to
enhance certain aspects of the nature of
the retrenchment/ retraining program. A
particularly novel aspect of the former
generally novel scheme was that re-
trenched workers could, if they wished,
nominate another member of their im-
mediate family to take their own place
in Care sretraining programs.

The intention is to develop a relevant
and successful retrenchment/ retraining
program that accords with internationa
best practice (MM SD and PDI good cor-
porate practice guidelines for example),
and with the National Government’s
Draft Mine Closure policy and Guide-
lines. The latter has as one of its ‘Key
Policy Elements':

‘Proper provision .....for the orderly
retrenchment of the workforce from
closing mines and retention of their
skills for the benefit of the country’
(ISPNG, 2000, p.5)’

Landowner views as represented in sub-
missions to date contain no mention of
retrenchments. They are focussed on lo-
calising virtually every position in the
project.

3.5.1.5 Optionsfor PIV

Almost every aspect of closure policy
development and implementation in-
volves the willing efforts of many par-
tiesother than PJV. It will be challenging

to obtain such cooperation. The prepara-
tion and implementation of a positive
policy for retrenchment and further em-
ployment requires only the cooperation
of PJV, the union and the workers them-
selves — with the National Government
giving its assent to any agreement
reached. For thisreason, PJV believesit
should be achievable rather more read-
ily than most of the other closure policy
matters, and isdetermined to put in place
aworld class program.

The reason why the cumbersome term
‘retrenchment/further employment’ has
been used throughout thissectionissim-
ple: PJV's future policy options in this
area fall into two distinct categories —
policies related to how redundancy and
retrenchment are managed and policies
related to how further employment can
be achieved.

Any retrenchment policy that could ex-
tend the value of wages received be-
tween now and the end of the mine (any
retrenchment should not be restricted to
the end of employment) or redundancy
package could provide a source of cash
for local investment and capital accu-
mulation. An example of the first sub-
type could include an agreed increase in
superannuation contributions. (This has
started to happen as of thisversion of the
Consultation Document: PJV Nationa
Employees Welfare Fund has been initi-
ated, creating savings of 20% of net in-
come.) An example of the second type
might be something similar to the Anawe
North LMP relocation investment op-
tion — local employees could, with ap-
propriate incentives, be encouraged to
place part of their redundancy pay outs
into locally based investment trusts.

Any further employment policy that ei-
ther placed ex-PJV employees in indus-
triesand service sectorswithin agrowing
local, non-mine economy or in jobselse-
wherein the country (or even outside it)
would either provide a source of labour
to work on locally accrued cash or pro-
vide external sources of cash (viaremit-
tances). It would serve to retain at least
part, and possibly further enhance, the
labour skillsacquired during PJV opera-
tions.

PJV can assist not only in helping em-
ployees find further employment at the
time of redundancy, but, during the last
years of the mine's operations prepare
employeesfor such further employment.
As at March 2002, PV employed 941
Porgerans as award workers and 126 as
national staff. Of the former group,
around 70 worked in the mill, around 80
were security guards, the same number
were drillersin the open pit and close to
300 were involved in pit operations,
while around 220 were trades assistants
of one sort and another. Among Porgeran
staff around 30 were ‘clerks’, 20 ‘ super-
visors' and 30 community workers of
various sorts.

The question arises what will be the
skilled labour needs of the Porgera area
as closure approaches and after it has
occurred? Following this, can those PJV
employees being made redundant (pro-
gressively) as mining operations wind
down fill those needs? The answer to the
first question will necessarily be vague
and based on the best estimates of afew
individuals. A broad estimate could be
that:

» Some—say forty—highly skilled
specialist trades peoplewill certainly
be required in such fields as power
generation and maintenance, refrig-
eration, computer technology and tel-
ephonic communication, gold
assayers and general engineering.

 Rather more—say eighty—more gen-
eral trades people will berequiredin
automobile maintenance, plumbing,
building and electrical tradesand gen-
eral carpentry and joinery.

* Skilled managers—say adozen or so
—will certainly be required as will
rather more accountants and book-

keepers.

e There may be additional openingsin
local security services, one of Papua
New Guinea’ sfastest growing indus-
tries.

Whilst a detailed investigation of pre-
cisely what is covered by ‘trades assist-
ants' and the potential of members of
that group for training might reveal that
some of the above categories can be met
from a stream of ex-PJV employees, it
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seems doubtful that the third category
will be so readily filled. Only eight or
nine Porgerans are currently employed
by PJV in accountancy areas and fewer
at senior levels of management.

Whilst that conclusion may be arguable,
what seems to be much more clear is
that quite large numbers of Porgeransin
PJV employment will not find the skills
they have developed with the company
of very much value in the post-PJV
Porgeran economy. It seems likely
though that they will also be the ones
most receptive to attempts at retraining
for future economic opportunities.
Moreover because they are somewhat
spread across the whole of the Porgera/
Paiela area (even if more concentrated
close to mining operations), any success
in creating post-mine economic or live-
lihood options for them could help cre-
ate a diffusion effect to others less used
to participation in the cash economy. A
positive aspect isthat a substantial work
force has acquired modern skills and is
trained in safe work practices, commu-
nications, hygieneand punctuality. These
people are assets, wherever they go with
their portable attitudes and skills.

A number of other closing mines have,
obviously, had to face exactly the same
kinds of problems that PJV faces. PIV
will seek to draw on the lessons learnt at
other Placer operations such as South
Deepin South Africa, and MisimaMines,
as well as others such as the Rio Tinto
PT Kelian minein Indonesia.

3.5.1.6 PJV’'sProposal for Action

In summary, retrenchment/further em-
ployment policieswill play avery major
role in the success or failure of overall
closure policy and, because retrench-
ments begin in 2003, are a matter of
urgency. Since major retrenchments are
planned to start within eighteen months,
PJV recognises that there is urgent need
to consider what policies it should be
adopting in thisarea. Clearly, therole of
the Human Resources Department in clo-
sure issues will be extremely significant
and they will take the lead on many
aspects of this process. Some degree of
integration between training of Porgerans
in PJV workforce, development of new
forms of industrial employment in the
urban areas of Porgera and efforts to

introduce new forms of livelihood in the
rural sector of the areawill be necessary
and seems possible.

PJV proposes that:

e PJV will establish with some urgency
aworking group reporting tothe Mine
Manager, headed by HRD and in-
cluding the Coordinator Social Clo-
sure and Sustainability, to develop
and implement policy inregard to all
aspects of retrenchment including
further employment. PJV will con-
sult with the PMAWU during the
policy development phase and then
publicisethat policy widely amongst
the workforce. Without pre-empting
this policy process, such a policy
might include, but not be restricted
to, any of the following measures:

— The possibility of making redun-
dancy pays available to non-
Porgeran Engan and Huli workers
in their district of origin.

— The consideration of some of the
methods used in the South Deep
CARE program such as the re-
trenched Porgera worker being
able to nominate another family
member to take his/her place for
retraining. Retraining could be
centred on the proposed Voca
tional Centre rather than on site.

— For non-Porgeran Engan and Huli
workers, consider offering some
training support intheir home dis-
tricts.

— The working group liaise with
other PJV sections and other
Porgera agencies so as to enable
retrenched worker to participate
in any local livelihood projects
that may be developed by these
sections/agencies.

— Assistance be provided to local
contractorsto plan the use of their
assets to generate post-mine in-
COMES.

3.5.2 Women's Participation
3.5.2.1 Summary

At Porgera, asin most parts of theworld,
women do have a different perspective
on, and set of priorities for, life than
men. They are primarily concerned with

matters that affect family and commu-
nity stability. In order to get a balanced
approach for post-mine sustainable de-
velopment it is essential to ensure that
women participate in closure planning.

3.5.2.2 Background

Stakeholders

The primary stakeholders are the SML
women, and women el sewherein Porgera
District, including Paiela. Indirectly, an
improvement in the power and situation
of women (particularly inrelationto clo-
sure planning) islikely to impact on the
wider community at Porgera, PJV, and
the state.

Pre-mine Situation

As noted earlier in this report, gender
was an important defining axis within
pre-contact I pili society. Men and women
had very different, though complemen-
tary, roles and places within the society.
Men tended to be involved in the build-
ing of houses, the clearing of gardens
and, most importantly, the most promi-
nent roles in public discussions and ex-
changes. Much of aman’ stime was spent
inthe public sphere, engaging in, or talk-
ing about, tribal fighting, trade, com-
pensation payments, marriages and
exchange. Women, on the other hand,
played acentral rolein the private sphere
—raising children, tending gardens and
raising pigs to be used in exchanges.
While the influence of women in public
life was generally low, their indirect in-
fluence through their husbandsand broth-
ersdoes seem to have been significant in
some circumstances. The arrival of the
cash economy generally focussed on men
and, if anything, imported structures of
colonia administration tended to reduce
the power of women.

Current Situation

Although vocal and articulate, it hasbeen
hard for Porgeran women to have a pub-
lic voice. Women are not represented on
the Porgera Landowners Association;
they have lost their token place on the
Porgera Development Authority. There
are no female village court magistrates
in the district. More recently, there have
been some successes — the negotiations
over the North Anawe dump and associ-
ated compensation and investment pack-
age involved a local committee that
included asignificant number of women.
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Women also do have a public voice in
theform of theincorporated PorgeraDis-
trict Women’ sAssociation (PDWA). The
association initially began with 6 groups
in 1989 and now has more that 96 mem-
ber groups. The association is presently
restructuring to conform to the reforms
under the Organic Law on PG &LLG.
The association is recognised as the
‘voice' of women in Porgera.

The PDWA, with assistance from the
PJV's Social Development Section, is
involved in awide range of activitiesfor
the benefit of all women (Plate 3.20).
These activities include literacy, health
education, family life development, a
well-run credit scheme, agricultural
projects, vegetable buying, screen print-
ing and contract sewing. This associa-
tionistheonly organisationinthedistrict
that is presently involved in ward-level
community development activities.

The two main problems facing the
PDWA are:

e The association’s dependency on the
PJV's Social Development Section.

e The potential for conflict between
SML women'’ sgroups and non-SML
groups if SML issues dominate the
association’ s agenda. For thisreason
it is suggested by PJV that a SML
women’'s committee (as a sub-group
of the PDWA) be formed to deal
solely with SML issues. The PDWA
would then deal with broader issues
that affect all women in the district.

3.5.2.3 Sustainability I ssues

There are two major sustainability is-
sues relating to women’s participation.
Thefirst is ensuring that women partici-
pate effectively in closure planning.
Given that until the last few years wom-
en’s involvement in negotiations with
PJV and the state has been limited, there
is a need by all stakeholders to ensure
that women are more centrally involved
in planning Porgera’ s future beyond the
end of the mine life. Thisis particularly
the casefor the SML women, who some-
timesfeel that their interests are not well
enough represented by the PDWA,, which
has abroader constituency and mandate.
Many of the sustainability issues, such
as post-mine food security, areissuesin
which women have particular interest.
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Plate 3.20 Fish farming, a new initiative of the Porgera District Women’s
Association and PJV Social Development Section
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Secondly, and not unrelated to the first,
there is a need for capacity building to
ensurethe PDWA continuesto be alead-
ing organisation for community devel-
opment post-mine. The association
currently exists with support from PJV
that obviously will not continue post-
mine.

3.5.2.4 TheVision

PJV recognise women as a key stake-
holder in Porgera District, and will con-
tinue to engage with them in avariety of
ways during the closure process. Other
stakeholders such as the National Gov-
ernment and Porgeran males have little
to say about the aspirations and devel op-
ment requirements of women during their
negotiations.

Women in Porgera have themselves ex-
pressed the following aspirations in a
variety of settings, and particularly
through the PDWA:

e They want to live in peaceful com-
munities that do not have the disrup-
tive influences of alcohol and
marijuana abuse, and to be free of
thefear of domestic violenceand rape
(Plate 3.21).

e They would like to see polygamy
abolished. Polygamy as currently
practised by men at Porgera bears no
relationship to traditional practices,

and creates situations where the risk
of domestic violenceis high.

e They want to have access to quality
health care for themselves and their
families, effective schools for their
children, and adult education oppor-
tunities for themselves.

¢ They want to have adequate produc-
tive land for food gardens and easy
access to clean water and firewood.

e They would also like to have oppor-
tunities for income generation, so
they have funds to spend on food,
basic family needsand their children.

3.5.2.5 Optionsfor PJV

In terms of ensuring that women are
adequately represented and involved in
closure planning, PJV Socia Develop-
ment Section has facilitated the re-es-
tablishment of a SML Women’s
Committee within the PDWA and en-
sures the views of this committee are
incorporated into their closure planning.
Social Development will continue this
support. This committee may also be an
appropriate body to be represented on
PEAK, be consulted in relation to spe-
cific domain and rehabilitation planning
within the SML, and represent them-
selves on any other committee/group in-
volved in closure planning, including any
that comes out of the Mine Closure proc-
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ess. Non-SML women, under the broad
umbrella of the PDWA, also have sus-
tainable development issues within the
District and PJV should facilitate their
inclusion in closure planning. The DEC/
DoM quarterly Social Monitoring Com-
mittee would be an appropriate venue to
monitor the inclusion of women in the
closure process.

PJV will actively facilitate construction
of a Women's Development Resource/
Training Centre funded, at this stage, by
EU SYSMIN funds. The company will
assist the PDWA to have substantia
ownership of this facility, within the
bounds of the SY SMIN agreements. PV
will also facilitate the PDWA securing
long-term NGO funding for staff needed
to operate the association’s programs
(e.g., an executive officer, bookkeeper/
accountant, literacy coordinator, health
extension officer, agricultural extension
officer, and welfare/legal affairsofficer).
Thiswould require the development of a
plan for a Women’s Development Pro-
gram to secure potential funding sources.

3.5.2.6 PJV’'sProposal for Action
PJV proposes that:

e PJV continueto support the PDWA /
SML Women's Committee and en-
sure the views of this committee are
adequately incorporated into the clo-
sure planning process, as detailed
above.

e PJV facilitate the inclusion of the
PDWA in the closure planning proc-
€ss.

e PJV actively to facilitate construc-
tion of aWomen’s Devel opment Re-
source/Training Centrein association
with the SY SMIN funded V ocational
Centre at Paiam.

e PJV continueto facilitate the PDWA
securing long-term NGO funding for
staff needed to operate the Associa-
tion’s programs in the post-closure
environment.

3.6 EconomicActivities

3.6.1 Introduction: Private and
Public Capital Equity

The past fifteen years or so of PV ef-

forts to create economic opportunities

for Porgerans have taught several les-

PJV

Plate 3.21 Porgeran women protesting against domestic violence

sons. The first is that, in general,
Porgerans are like everybody else with
respect to business acumen: a few have
it but most do not. It is not possible to
say that all Porgeranslack entrepreneurial
abilitiesbut it ispossibleto say that, like
the rest of us, most do.

The second lesson is that those who do
have entrepreneurial abilitieshaveto ded
with socio-cultural variables and over-
come socio-cultural obstacles that most
outsiders don’t quite understand. Many
business proposals put forward by out-
siders, including PJV personnel, have
not been successful. Some successful
small businesses have not had assistance
from outsiders.

Inequalities are evident just below the
surface in Porgera. In many other socie-
ties around the world, one would expect
to see those who had reaped especially
large benefits from aproject of thiskind
building ostentatious mansions. This is
far from being the case at Porgera. Nev-
ertheless, the inequalities are there. The
single largest shareholder in iPi (and
apart from onesmall exception, al share-
holders are individuals) owns over 4%
of the company’s shares and his imme-
diate family members own a further
3.5%. iPi’s shareholders constitute less
than 12% of the total estimated popula-
tion of the Porgera/Paiela area (although
they comprise probably 25% of the

10,000 Ipili in Porgera). A small handful
of individuals dominate the ‘ representa-
tive' positions of authority that modern
government and business has draped over
Porgeran society and it is quite possible
that some have done rather well finan-
cially out of this dominance.

Given this situation (which is not unu-
sual: Australia or Canada, for example,
exhibit the same sorts and degrees of
inequality, and other countries such as
Indonesia even more so), it is evident
that any success achieved in increasing
money-earning opportunities in the val-
ley's private sector will largely accrue
torelatively few individuals. It might be
argued that, if thisis the case, then PIV
should not assist in making a few indi-
viduals rich and should, instead, con-
centrate its effortsin the public sector. It
should be remembered, though, that for
several decades before the mining com-
menced, similar inequalitiesexisted e.q.,
alluvial gold proceeds, which were by
no means inconsiderable, were concen-
trated in afew families.

Additionally and unfortunately, the
record of PNG’s public sector in either
managing funds, ensuring equity or in
creating lasting development from them
is not good. The capacity-building in-
puts suggested elsewhere in this study
are intended to partially address thisis-
sue.
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Whilst the mine isin operation and em-
ploying hundreds of Porgerans, it has
had a distributive impact in the area of
wages. Wages form the higgest single
flow, by far, of cash into the local
economy and, at present they flow into
hundreds of Porgeran households, not
just those of afew. Once closure occurs,
and wages cease, most incomes will
come from business and investment in-
come and will therefore be concentrated
in fewer hands, namely, those individu-
als who have accumulated funds at the
time of closure, unless the Porgeran
economy is developed. It will not be
developed by publicinvestment although
good governance will help it to grow —it
will be developed by individuals and
groups of entrepreneurs. Thus, paradoxi-
cally, it can be strongly argued that if the
existing levels of inequality, held in
check at the moment by wage employ-
ment, are not to deteriorate sharply after
closure, then private enterprise must be
encouraged.

Despite inequalities and inefficiencies,
it is worth recalling the very rea assets
which the Porgera District brings to the
development table:

e A hard-working people, with a size-
able group having learned modern
work skills and attitudes ( they
worked a large part of the 6 million
accident-free hours).

¢ Productive if difficult land; numer-
0ous streams.

e Contractors with substantial assets
and work experience.

e Anunquantified but significant allu-
vial gold resource.

 Potential investment capital from
wages, royalties, and compensation.

¢ Power and telecommunications.

* A road link with major markets and
suppliers; the link has basically
stayed open for over 15 years.

e A District Administration with avery
real possibility of being targeted for
capacity-building programmes.

e Access to technical expertise and
NGOs.

* Support from PJV.

3.6.2 Agriculture

3.6.2.1 Summary

The bulk of Porgerans still rely very
heavily on their gardens for food; few
rely on agriculture for cash earnings. As
closure nears, reduced mine-related in-
comes will put greater pressure on gar-
dens as producers of both food and cash.
The lower portions of the valley will be
better able to absorb this pressure than
those at higher altitudes. These lower
areas have benefited least from mining
activities to date. Factorsrelating to cli-
mate (especially temperatures), soilsand
the areaslocation (and therefore costs of
transport) mean that the prospects for
cash crop production, given the pres-
ently limited investigations of different
crops potential in the area, are them-
selves limited. Factors relating to the
greatly increased population of the area
since mining began and given that some
households (a minority) have lost sig-
nificant proportions of their land to min-
ing mean that food security may become
aproblem for that section of the popula-
tion that has neither the land to grow
food on nor the money with which to
buy it (see Section 3.6.2). Whilst it is
true that those who have lost land are
also the nominal recipients of royalties,
compensation and dividends (and wages/
contracts): a) the distribution of these
funds by agents may haveleft somewith
very small incomes and b) even those
with significant incomes at present may,
after closure, find themselves with little
or no income.

Many of the facilities needed to encour-
age and support both cash crop and food
production are already in place in
Porgera: a very large cool room (at
Paiam); cheap transport to Highlands
Highway markets (cheap because iPi
owned or part-owned vehicles travel
down to Lae largely empty); and whole-
sale marketing facilities.

It should be stressed that inputsinto ag-
riculture have not only long been con-
sidered by PJV but also recommended.
A PJV ‘Long-Term Planning Report’ of
1994 that was mainly concerned with
social matters, recommended that short-
term agricultural extension officers
should be hired on contracts so as to
work with the District Administration.

3.6.2.2 Background

Stakeholders

The key stakeholders in terms of com-
mercial agriculture are Porgerans, espe-
cially those in areas below 2,200m
atitude, Pailam businesses, District Ad-
ministration staff and PJV.

Pre-mine Conditions

Before mining started, the lower parts of
the valley were the most densely popu-
lated for the simple reason that its cli-
mate and, to a less important degree,
soils were more favourable for agricul-
ture. From the 1950s onwards, with the
introduction of small-scale mining, popu-
|ation began to shift upslope and people
began to settle in areas climatically un-
suited to most forms of traditional agri-
culture. With the advent of small-scale
mining and employment associated with
the long period of exploration by larger
companies, dependency upon store-
bought food for everyday living grew.
Partly because of the cash brought in by
gold, partly because of unfavourable en-
vironmental conditions and partly be-
cause of the ared’ s location distant from
markets, Porgera exported virtually no
agricultural products outside the valley.
However, the level of food security was
relatively high; whilst gardens were not
especially productive, most households,
especialy in the lower areas, fed them-
selves from their own land whilst min-
ing households supplemented garden
production with store-bought foods (Plate
3.22).

Current Situation

Around a third of the area of the SML
has been | ost to mining operations. Most
of the land lost to the pit and the Kogai
dump was, however, little used for gar-
dening prior to project commencement
mainly because of the altitude. How-
ever, the mgority of the land on which
the processing plant stands at Anawe
was productive, and areas along the erod-
ible dump sites have been usurped by
mine operations. The loss of land to the
mine is significant for future agricul-
tural activities among the SML commu-
nity, although it is of lesser importance
interms of the entire valley. However, a
far more significant factor constraining
present and future agricultural produc-
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tion, whether for food or cash crops, has
been therapid growth of population con-
centrated in areas close to the mine and
Porgera Station where gardening was

never easy.

During the life of the project, relatively
little progress has been made in agricul-
ture, indeed it has probably regressed as
young people lose associated skills. Al-
though land is now far more extensively
and intensively used as a source of sub-
sistencefood, thevalley still exportsvir-
tually no agricultural produce. Even in
areas where natural conditions are rea-
sonably favourable, cash cropping has
not been extended beyond some minor
supplies of vegetablesto project caterers
(Plate 3.23). A previous District Admin-
istrator did attempt to establish a nu-
cleus coffee plantation at Tipinini but
hisremoval from office has seen efforts
lapse.

3.6.2.3 Sustainability Issues

In areas within and adjoining the SML,
al agricultural issues are focussed on
land shortage because of in-migration
and loss of land to mine activities. In
other areas, three key factors will deter-
minewhether improvements can be made
to existing agriculture or not: edaphic/
temperature conditions; whether or not
migrant populations accumulated over
the years of the project remain or return
totheir original homes after closure; and
access to roads. Unfortunately, most ar-
eas with advantageous climatic condi-

. = @

1 : . HI“i- :I

L

LT

Plate 3.22  Local produce at Paiam Market stall

tions are distant from roads (hence the
relationship between internal roads and
agricultural progress).

The issue of migrants’ future intentions
is one that affects all aspects of post-
closure planning. Yet it is not one that
PJV is either entitled to or in a position
to make recommendations on. It is a
fundamental decision about Porgera’s
future that can only be taken by stake-
holders (and particularly the landown-
ers) operating in unison, and one that
requiresfar moreinformation about pub-
lic attitudes than are presently available.

PJV

Plate 3.23 Women’s association buying vegetables at Tipinini

It will be an underlying parameter for
post-closure planning in all sectors and
will need to be taken early by any joint
closure stakeholder planning group.

Given ongoing cultural views concern-
ing division of labour by gender, it seems
certain that agriculture for both food and
cash will concern women very much
morethan it will men. Yetinmost, if not
all, formal organisations that will likely
provide members of any post-closure
planning group, men dominate amost to
the exclusion of women.

In terms of cash crops there is a strong
set of argumentsthat would suggest many
difficulties facing future progress. in-
deed, it can be argued that any such
efforts will be unsustainable. Yet, the
counter-argumentsare also strong; above
all, the argument that closure will see a
very much greater dependence on agri-
culture.

3.6.2.4 TheVision

PJV recognisesthat agricultural produc-
tion can contribute to the range of post-
closure economic activitiesinthevalley,
as well as in the other mine affected
areas. It can provide a source of income
to a wide range of people across the
valley and beyond, a broader reach than
any other form of economic activity. A
vibrant agricultural sector will also pro-
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vide conditions whereby local and re-
giona infrastructure is more highly val-
ued.

Intermsof other stakeholders, none have
said very much publicly on agricultural
matters; one suspects that if more wom-
en’'s voices were represented in public
domains, greater concern might be un-
covered. The absence of interest almost
certainly reflects a wish not to have to
revert to pre-mine conditions — even if
that seems a distinct possibility. Thusit
appears that only PJV is interested in a
vital aspect of post-closure life in
Porgera.

3.6.2.5 Optionsfor PIV

Few PJV staff have agricultural exper-
tise. There is at present no agricultural
section within the community affairs
area, though asmall team under an Agri-
cultural Officer with the Social Devel-
opment Section of Community Affairs
hasworked on vegetable and ground crop
trids, fish pond and livestock develop-
ment. The District Administration has
three or four agriculture extension offic-
ers without the means to do any effec-
tive work. One such officer has been
attached to Paiam Town Management
Authority and has set up a demonstra-
tion garden with some success
(Plate 3.24). Staff at Yelgun have al-
ready begun to prepare proposals for a
cash crop agricultural program as part of
their efforts to develop links between
Porgera’s rural economy, such as it is,
and the urban facilities at Paiam that
could assist its growth. But as yet, dl
options relating to future agricultural
planning are open. Yelgun's efforts are
unlikely to close off future options and
there is no reason to curtail them pend-
ing the development of a joint stake-
holder strategy — especially since, at this
time, there is no guarantee that such a
strategy will be developed in the near
future.

In theory (and hopefully and eventually
in practice), the responsibility for agri-
cultural planning should clearly rest with
government. Yet, asin several other so-
cial and economic sectors at Porgera,
positive government involvement in ag-
ricultureisalmost non-existent at present.
As in these other areas, the most likely

PJV

Plate 3.24 Demonstration garden above Paiam Market

avenue for future success of any sort is
likely to lie with local government staff
assisted by PJV facilitation. PIV will
concentrate its effortsin this area at as-
sisting District Administration officers
who, although given no incentive to do
their work for many years, are at least on
the ground. A second source of local
input will clearly be one of the very few
organisations in Porgera that is having
success among ordinary people—the
PDWA.

Information on agriculture and agricul-
tural conditions is poor. Although such
information is not vital to ordinary peo-
ple cultivating their gardens—they usu-
aly have that, or at least enough for
their own purposes—it will be essential
if external fundsfor agriculture areto be
attracted to Porgera.

3.6.2.6 PJV’'sProposal for Action

The primary need, as identified by
Yelgun staff, amongst others, is for a
comprehensive investigation into the
potential of the region for commercial
agricultural production. PJV (including
Y elgun) are now beginning to facilitate
access to external funding and expertise
for this purpose.

3.6.3 Food Security

3.6.3.1 Summary

Food security refers to a population’s
ability to have access to an adequate

food supply over time. ‘Food security
existswhen all people, at all times, have
physical, social and economic access to
sufficient, safe and nutritious food that
meets their dietary needs and food pref-
erences for an active and healthy life
(Bourke 2001:5). Food security is
achieved by:

e Being able to grow/hunt sufficient
food to completely supply nutritional
needs.

e Having enough money to purchase
al food needs.

e Through a combination of cash sup-
plemented by subsistence agriculture.

As noted in the previous section, the
mine has brought a shift within the SML
and surrounds from a largely subsist-
ence economy to very much acash-domi-
nated one. At mine closure, theavailable
cash will diminish substantially for these
communities, and food security will be-
come an issue, particularly where com-
munities or households have lost large
amounts of their traditional land to the
mine operation.

3.6.3.2 Background

Stakeholders

Food security isanissue for all commu-
nities in the project impact area. The
primary focus of concern, and hence the
primary stakeholders arethe landowners
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(and particularly women) living in SML
villages of Kulapi, Yarik and Apalaka.

Other stakeholders include other land-
owners that have been impacted by the
largeinflux of outsidersinto the Porgera
valley, aswell as by internal migrations.

Pre-mine Conditions

Traditionally the Ipili of Porgera lived
in small, scattered hamlets. Their agri-
cultural practiceswerelessintensivethan
their Enga neighbours as the Ipili had
adequate land for a long fallow system,
and popul ations were lower. The higher
atitude and generally poorer soils meant
that the system was less productive than
to the east. Sweet potato was the staple,
and generally food security was good
(better in Paiela than Porgera).

Current Situation

As a consequence of the mine, SML
landowners lost access to food garden-
ing land. With the development of the
mine, the population increased within
the SML boundaries (see Section 3.3.4,
Relocation Settlements). Overall within
the valley, the population has increased
from less than 10,000 in 1989 to over
22,000 in 2001. Within the SML, popu-
|ation increases are due to non-landown-
ers taking up rights of residence,
polygamy and out-marriage with conse-
quent chain migration, and natural in-
crease compounded by increased
polygamy (Plate 3.25).

Problems with food gardens were first
noted in 1989 in Kulapi. The other relo-
cation areas also had problemswith food
gardens and these problems were docu-
mented in the social monitoring reports
from 1994 (see Filer 1999 for the pub-
lished versions of the early reports and
Banksand Bonnell 1997 for more recent
information). In short the problems in
the SML communities are;

Kulapi: Not enough land bel ow thelimit
of cultivation ( most of their land was
taken for the Anawe plant site), poor
soilswhich have deteriorated further over
time and through use, and the actual or
perceived impact of the Kogai dump. It
can be noted, however that improved
drainage hasimproved soil structure and
garden output, to the point that success-
ful plots are being copied.

PJV

Plate 3.25 Population growth and Apo Atene resulting in over-gardening
on the SML

Apalaka: Loss of access to food gar-
dens on both sides of the Kaiya valley
due to the Anjolek dump, as well as too
little land.

Yarik: Insufficient land and low yields
due to overworked soil and short fallow
periods.

These problems are compounded by po-
lygamy, as a male landowner may not
have enough land for gardens for al his
wives. This has given rise to the situa-
tion where SML landowners are largely
dependent on cash income from wages,
royaltiesand other benefitsfor their food.

Inaddition, future food security isthreat-
ened as the younger generation has lost
the skills required for subsistence agri-
culture. This includes the male skills of
clearing land, building fences, and dig-
ging drains as well as crop technology
methods. Population increases al so mean
that traditional methods of gardening are
no longer effective and more intensive
methods of agriculture are required
(composting, companion planting etc.)
to ensure current and future food secu-
rity.

The outlook is by no means universally
seen as bleak. One consultant studying
genealogy and population inthe SML in
1998-2000 concluded, “Notwithstanding
these disappointing trends, (poor school

attendance, low employment and alco-
hol consumption) the houses remain
largely clean, the women do the difficult
job of keeping the family together well,
the gardens are well kept and no one
need go hungry.”8

3.6.3.3 Sustainability | ssues

Three related issues can be identified.
First, there is a current lack of suitable
land for subsistence agriculture in the
SML communities for the range of rea-
sons discussed above. This then raises
the issue of whether these communities
will have suitable and sufficient land
post-closure for subsistence agriculture
when their cash incomes are likely to
drop substantially. Third, the reduction
in subsistence agriculture currently be-
ing practised within the SML meansthat
there is a loss of knowledge and skills
for sustainable subsistence agriculture.

3.6.3.4 TheVision

In the lead up to, and after closure, PJV
wishes to ensure that landowners con-
tinue to have access to food: from their
gardens, cash or some combination of
the two. Likewise, in the post-closure
period, access to both subsistence and
cash resources should be ensured.

8 Brian Robins Geneal ogy and Census, 1998-2000,
report to PJV.
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3.6.3.5 Optionsfor PJV

Oneoption, overly optimisticin our view,
isthat thereis no need to do anything as
currently people have access to cash for
food, and the closure of the mine will
see a reduction in population numbers
within the SML as epo atene return to
their home districts, so that the land re-
sources will again be able to support the
population. Thisis optimistic as natural
population growth alone in the SML
population will mean that the area will
be supporting twice the population at
closure that it had in 1989. The loss of
skills and knowledge over atwenty-year
period will also affect the ability of the
population (particularly the younger
population), to feed themselves.

In terms of actively addressing the cur-
rent SML situation, one possibility ex-
ists. Given that the mine impact areahas
largely reached its maximum extent, itis
possible to progressively alow access
by the SML landowners to within the
SML from which they have been ex-
cluded, provided this can be done safely.
This will involve coordination with the
minesiterehabilitation program, and will
be more feasible once waste placement
ceases to draw illegal miners into dan-
gerous sites.

In terms of the post-closure situation,
thereis also aneed to involve women as
the primary subsistence food producers
in the mine site rehabilitation planning.

This should be done through a SML
Women'scommittee (under the PDWA),
and aim to ensure that as much land as
possible is rehabilitated for food garden
use and handed back to traditional land-
owners at mine closure.

In terms of the loss of knowledge and
skills, these could be dealt with by a
comprehensive food security program
(training and extension) that includes a
range of intensive agricultural practices
and provides material on recent innova-
tions in the sector. PJV is prepared to
take a lead on such an issue, working
with both government and NGO part-
ners.

3.6.3.6 PJV’'sProposal for Action
PJV proposes that:

* PJV will facilitate, in partnership with
other stakeholders, the development
of acomprehensivefood security pro-
gram for the Porgera Valley with a
particular emphasisonthe SML com-
munities.

e PJV will reassess access to parts of
the SML suitable for agriculture.

e PJV will continueto involvethe SML
women in mine site rehabilitation
planning.

3.6.4 Industry and Services

3.6.4.1 Summary

Given the present distance of Porgera
from major markets and location at the

PJV

Plate 3.26 Married couple panning for gold

very end of the Highlands Highway, itis
self-evident that any product made in
Porgera for sale beyond its boundaries
must have a high value in relation to its
weight and/or volume in order to bear
the costs of transport. Only one pres-
ently known or considered Porgeraprod-
uct meets this basic criterion — gold
(Plate 3.26). It is certain that gold will
continueto be produced from the Porgera
area after closure, whether measures of
assistance are provided by PJV or not.
Such measures could, however, improve
the return on gold mining to Porgerans.
Whether or not other products can be
developed that will meet the same crite-
rion by containing a very high value
added content will depend on any efforts
made in the next few years.

The extent to which employment can be
generated by services will depend very
much on a) the primary generation of
cash in the local economy through agri-
culture, gold, possibly wood products
and tourism and/or b) improved access
to Porgera’'s existing service facilities
through extensions in the road network.
If thereis neither extensive primary cash
generation nor improved access, aready
existing services will amost certainly
prove to be excessive.

3.6.4.2 Background

Stakeholders

The stakeholdersin this sector are all the
residents of the Porgera/Paielaarea, gov-
ernment, and PJV via Business Devel-
opment Department (PJV’s contractua
commitments) and Yelgun (sustainable
businesses).

Pre-mine Conditions

The only non-agricultural product of
Porgera prior to the construction of the
mine was gold. This dominated the
economy—at a lower level of intensity
overall—asmuch asit doestoday. How-
ever, no value was ever added to the
gold other than extracting it from the
ground. Prices received were usually no
more than half the world price (allowing
for its non-gold content) and the cash
generated was rarely invested in any-
thing but short-term consumer goods.

Current Situation
Gold continuesto be mined by individu-
als and groups using simple equipment
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despite PJV'’s presence and despite the
sedimentation of Lower Porgeraterrace
deposits. Estimates of production vary
considerably. The SDS Study estimated
incomes from gold at between K4 and 6
million. Other local estimates are twice
this figure. In fact this wide degree of
variability in estimating gold incomes
(actual and potential) has along and, in
terms of practical outcomes, disastrous
history at Porgerae.g., in the case of the
Lower Porgera dispute and gold assess-
ments associated with it.

Whatever the value of gold bought at
present it is still thirty to forty percent
below the price that would be obtained
for it in Port Moresby. Moreover, even
now, no further valueis added to it once
itisextracted from the ground. It issim-
ply sold on to the traditional buyers
whether inside or outside Porgera.

An unknown quantity of the gold mar-
keted is stolen from PJV stockpiles or
mine workings, rather than the gold
room. Most, however, is produced by
small minerswho use mercury with very
few precautions (Plate 3.27). In many
cases, roasting off takes placeindoorsin
ill-ventilated huts so, aside from envi-
ronmental issues, community health has
probably been affected as aresult.

Other products include most notably
housing materials, an activity that has
arisen out of the need to construct relo-
cation homes within the SML and resi-
dences at Paiam arising out of the FIFO
Agreement. There are currently two
places of fabrication, one at Paiam owned
by an iPi joint venture and one operated
within the mine site. The former (Moun-
tain Steel Builders) has acquired high-
quality joinery equipment, unrivalled
anywhere elsein PNG.

It is estimated that approximately 450
people are currently employed in the
Porgeraarea, excluding PJV and its con-
tractorsand excluding self-employed in-
dividuals. Of these, approximately 200
are employed by iPi and companies in
joint ventures with iPi. Outside of iPi,
amost all are employed inretail trade or
government/social services.

iPi is involved heavily in retail trade
through its ownership of the Supa Stoa,

PJV

Plate 3.27 Mercury used in gold recovery — on sale at Porgera market

Paiam Warehouse complex, Hari Hard-
ware and the Porgera Service Station.
Although closure will impact heavily in
these areas, for the next few years they
are capable of continuing to build up
capital for their shareholders. Even more
susceptibleto the negativeimpact of clo-
sure will be iPi’s joint venture for PV
catering. Mountain Transport will beless,
but nevertheless substantially, affected
by the wind-down and closure. iPi has
done well over the past seven years and
is now not only profitable but has very
substantial assets. TheiPi Board recently
adopted a revised business strategy:

‘torevert toitsrole asatrue ‘invest-
ment’ company by out-sourcing man-
agement.... and diversify[ing] its
interests...[one element of such a
strategy being]...to initiate prudent
investment in property and other
business elsewhere in PNG and in
Australia’ [iPi 2001 Annual Report]

One such investment has already oc-
curred with the purchase of 138 ha of
land outside Lae for the development of
abasefor the future operations of Moun-
tain Transport. An example of the diver-
sification is the proposed establishment
of a company aiming at selling small
gold extraction plants and possibly buy-
ing/selling gold and processing it.

At the end of 2001, iPi had 2,506 named
shareholdersowning 291,156 shares. The
top 2.1% shareholders (those owning
1,000 or more shares) held just under
38% of al shares while the top 21% of
shareholders (those holding 100 or more
shares) held 78.5%. SML villages ac-
counted for 40% of shareholders and
62% of shares. However, shares do have
a wide spread geographicaly — 17% of
shareholders (holding 10% of total
shares) arein PaielaLLG area.

iPi is, at the moment, probably the strong-
est mining landowner company any-
wherein PNG. ltsmanagement isheavily
dependent on Y elgun but, with nineyears
before final closure of the mine, thisis
not especially worrying at this stage, par-
ticularly given the strategy adopted of
building up capital for ‘prudent invest-
ment’.

Tourism isapossibility for the Porgera
area—itisapossibility for any place, of
course. At the present time the industry
in the area can be said to be non-exist-
ent. TheiPi-owned Mountain Lodgeisa
basic facility used largely for iPi staff
and business visitors to PJV. The extent
of this latter (or any other) group’s col-
lateral involvement in tourism may be
judged by the fact that the Lodge does
not have any facilities for artifact sales
and no informal sellers festoon the two
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entrances. Pawsey and Prowse under-
took astudy of tourism potential in asso-
ciationwith|. L. Kennedy and Associates
in 1999. They concluded:

‘there is a small but in due course
viable tourism industry for the
PorgeraDistrictinthe medium term.’

As tourism feasibility studies go, this
was one of the better ones. But even
more than in most other economic ac-
tivities, successful tourist business de-
pends on a very high level of skilled
management and coordination of net-
works of widely separated suppliers,
agents, marketers and customers. It also
generally involves rather large up-front
capital expenditures (in hotels). The
Pawsey and Prowse study recommended
the provision of ‘first class accommoda-
tion’ (the construction of a 3-4 star ho-
tel) and recognised that PJV patronage
of the hotel would be a key factor in its
financial sustainability.

3.6.4.3 Sustainability I ssues

Gold: In the short and medium term
thereislittle doubt that small scale gold
mining will occur, will be the main
source of incomes in Porgera and will
require no inputs from anyone to en-
courage those Porgerans who have ac-
cess to gold-bearing areasto participate.
In this respect, it is entirely different
from any other likely or possible post-
closure livelihood activity. It will how-
ever pose some problems for PJV both
for the rest of the mine's life and in
developing afinal closure strategy. This
will include, for example, the dilemma
between closing the mine in the best
possibleway environmentally (e.g., plac-
ing all post-mining mill tailings in the,
by then, abandoned pit) and acting in
accord with the local community’s
wishes (these will probably bethat, once
mining finishes, small miners have ac-
cess to the pit for scavenging the re-
maining gold). Because of bothitslikely
future dominance of the post-closure
Porgeran economy and its significance
for PJV operations, PJV closure policy
will pay particular and specific attention
to small-scale gold mining.

European Community SYSMIN funds
have recently been released for the con-
struction of avocational training school/

women'’s centre at Paiam. It is currently
planned to use that centre for the train-
ing of small-scale miners in both more
efficient and safer (i.e.,, mercury-free)
extraction techniques.

The existing size of the small mining
sector at Porgeraand its possible sizein
future makes it easily the most likely
activity to cushion the economic blow of
mine closure —even if it will itself have
several negative environmental and so-
cial consequences, if not managed prop-
erly. Yelgun, in ongoing planning for
future diversification into activities de-
signed to support small miners, has cal-
culated that the industry could be worth
up to K20 million (500 kg of gold at K40
per gram) annualy. No other activity
presently known of for Porgera remotely
approaches this level of capital genera-
tion, if it can be achieved. This com-
pares with K24 million annually paid in
wages to local hires (significant num-
bers of who, it is suspected, are not
Porgerans), K7 million in royalties and
K3 million in compensation®. Contrac-
tors' wages, contractors’ profits, divi-
dend payments and all other sources of
incomeinthe Porgeraareaat present are
estimated to be between K55 and 60
million, annually. Gold will, if Yelgun's
projections are in any way accurate,
therefore go some way towards soften-
ing the economicimpact of closure. Note
also that whilst the great bulk of existing
incomes (most royalties and compensa-
tion, two-thirds of iPi dividends, most
dividends from project equity etc) go to
SML landowners, at least a good pro-
portion (over 40%7) of the smaller pro-
jected income from gold would accrue
to non-SML people. It would, from the
points of view of both equity and reduc-
ing economic shocks, be desirable if
other formsof post-closureincome could
be generated.

Secondary Industries and Business
Development: This presents a greater
indirect challenge than gold mining and
isless assured of success. Nevertheless,
as PJV intends to leave behind a better
future for Porgera, then continued de-
velopment of various forms of sustain-
able industry and business are worth
supporting. PJV has aready had signifi-

cant success in the area, not only be-
cause apartial urban/industrial infrastruc-
tureisnow in place or because significant
individual piecesof industrial equipment
arein place (furniture and woodworking
equipment for example), but skilled
Porgeran labour has been trained at the
mine. On top of this, a successful retail-
ing and transport complex has been de-
veloped in the form of iPi. One or two
individual Porgerans have succeeded in
retail business independently.

There are at least some rather obvious
(if short-term) businesses that exist —
very successfully —at other mine sitesin
the country and which do not appear to
exist in any properly organised way at
Porgera. Landowners at OTML, for ex-
ample, run a successful joint venture in
scrap metal with aNewcastle-based com-
pany. Its businesswill expand as closure
approaches and should last for three or
four years after closure.

Businessdevelopment intheinitial years
of the project was aimed at maximizing
immediate benefitsto Porgerans. Aslong
as there are contracts to issue, this func-
tion will remain and be an important
one. However, it is evident that by their
very nature, ‘spin-off’ businesses cease
to have much life once the whirling en-
gine that is the project stops rotating. It
is possible that a few may outlive the
project but generally, since the economic
circumstances after closure are so radi-
cally different from those operative dur-
ing the mine life, most will find it very
difficult to adjust. Certainly it is highly
unlikely that sustainable economic ac-
tivity can be based upon these. How-
ever, the cash they raise, the business
and other skillsthey help to enhance can
becomethat basis. Just asthe building of
infrastructure via the TCS/IDP at some
stage, well before closure, has to mutate
into a program that ensures the struc-
tures’ ongoing maintenance, so as clo-
sure approaches the emphasis on
‘spin-off’ has to shift to ‘stand alone’
activities. This transition is well under
way, as Yelgun has grown. Yelgun's

9 On average, compensation in 2001 was much
higher due to the North Anawe agreement.
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functions, whether overtly stated or not
(or whether entirely successful or not),
are basically directed at developing ac-
tivities that should survive closure and
that should be able to stand alone. The
Business Development Department of
Community Affairsprincipal functionis
to fulfill PIV’'s commitments in regard
to maximizing earned benefits during
mine life via activities, some of which
will probably survive, given that assets
have been purchased and business les-
sons learned during the course of pro-
viding the company with goods and
services.

Tourism: The mining industry in PNG
has been touted by many pre-construc-
tion impact assessments as a potentially
valuable stimulus to regional tourism.
This, so far, has not been the case. Al-
though it might be argued that FIFO
schemes at Misima and Porgera have
undermined this potential, it has not been
any more advanced at Ok Tedi with its
large, resident population. A handful of
OTML workersdo occasionally go fish-
ing in Lake Murray or visit Bensbach,
but it cannot be said that this has been
the catalyst for any significant develop-
ment of the industry in Western or
Sandaun Provinces. Tabubil, also unlike
Porgera or Bwagaoia, has arather pleas-
ant hotel (with extremely high rates) and
it is true that around six times a year,
small parties of foreign birdwatchers or
insect fanciers are brought to the
Cloudlands Hotel by specialized tourist
operators. But 95% of the hotel’s trade
is generated by manufacturer’s repre-
sentatives, consultants, government per-
sonnel and others visiting Tabubil on
official business.

3.6.4.4 TheVision

PJV would like to see a diverse, viable
economy functioning at Porgeraafter clo-
sure, sufficient to meet the needs of the
community, and providing an environ-
ment within which government service
delivery can operate efficiently. The vi-
sion is of acommunity that is relatively
self-sufficient but also has products to
tradewith therest of theworld and which
has generated enough capital during mine
operations to have made substantial in-
vestments outside its own territory.

In principle, the other key stakeholders
want the same thing, although thereisa
widevariety of viewson how thisshould
best be achieved. Thereis adesire from
some of the landownersto see a hotel or
lodge built; the transfer of the PJV lime
plant to landowner ownership for the
production of not only limefor the project
operations but also gravel, cement and
fertilizer manufacture; and for PJV to
train people in aluvia mining tech-
niques.

Generally speaking, however, local
stakeholders to date have shown a ten-
dency, given their growing awareness of
impending closure, to see what further
‘rent’ they can extract from the project
rather than to examine ways in which
existing capital can be invested in asus-
tainable way.

3.6.4.5 Optionsfor PJV

Small-scale Gold Mining: First, a
clearer idea of what parts of the mine
site would attract most small-scale min-
ing activity after closure (and even dur-
ing operations, subject to safety
requirements) will be devel oped, together
with an assessment of potential gold
working areas beyond the mine' sleases.

Second, PJV will proceed with its plans
to assist in training for more efficient,
environmentally sound and safe alluvial
mining. This will occur in partnership
with the SYSMIN-funded vocational
centre, DoM and MRO. If mercury-free
gold recovery techniques, in particular,
can be introduced then a contribution to
ongoing environmental safety will have
been made.

Third, Y elgun/iPi will be encouraged by
PJV to proceed with its plans to estab-
lish a corporate body to service the gold
industry. However, the activities of other
gold buyers should be monitored —there
is certainly some external interest in ex-
tended gold-buying and more highly
mechanized methods of alluvial mining
are already being practised.

Other businesses: As mine activity
slowly winds down, and the balance of
activity in business development shifts
from the fulfillment of commitments re-
garding spin-offs to the establishment/

encouragement of activities than can
profitably run themselves after closure,
human resource allocation within PJV
will reflect thisshift. Whilst Y elgun staff
have given considerable thought to a
number of secondary industry possibili-
ties, they do not have sufficient time or
resources of their own to follow though
with all their proposed investigatory and
feasibility studies. Further, much of this
work needs community validation by
being endorsed and adopted as part of a
joint stakeholder planning group’ s over-
all closure strategy. Furniture manufac-
ture, manufacture of partsfor kit homes,
scrap metal collection and export, lime
production and jewellery manufacture
all have potential worth closer investi-
gation.

Tourismwill requireinvestment and skill
training that will be very expensive and
not readily based on existing skills. It
will also require cultural adjustments on
behalf of Porgerans that will at least be
as great and wrenching as those that
PJV's own arrival demanded. Given
other priorities, PV does not believe
tourism should be ahigh priority. Moun-
tain Lodge is more than adequate for
existing and any likely future demand.

3.6.4.6 PJV'sProposal for Action
PJV proposes that:

* PJV develop a better understanding
of areas where small-scale mining is
likely to occur, both over the next
decade and post-closure.

* PJV will, in partnership with other
stakeholders, actively facilitatetrain-
ing of existing small-scale minersin
safe mining practices.

 Yelgun/iPi will be encouraged to es-
tablish businesses focussed on serv-
icing the small-scale mining sector.

» Work with stakeholders to prioritise
investment options is a matter of ur-
gency. This must be jointly ap-
proached with aview to using limited
resourcesin the most productive/sus-
tainable fashion.
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3.7 Summary of Major Issues
and Options

3.7.1 Introduction

This section presents a brief review of
the major issues and actions that PJV is
proposing to carry out. It opens with
some general notes on the capacity of
PJV and other stakeholders to carry out
what needs to be done to ensure a sus-
tainable economy and society at Porgera.

3.7.2 PJV Capacity for Post-closure

Economic Development
As closure approaches, the need for PJV
community interaction will not decline
but the balance within particular sec-
tions may do. For example, the thrust of
the TCS program will shift from provi-
sion of new infrastructure towards en-
suring that maintenance of infrastructure
already provided is assured well into the
future. The emphasis in relocation will
shift from designing houses (especially
given the innovative aternatives devel-
oped for the Anawe North Agreement)
to general ‘after care’ or ‘investment
management’°. In Business Develop-
ment, the stresswill shift from maximiz-
ing—as required by PJV's legal
obligations—benefits to local contrac-
tors working to supply project needs to-
wards working with others to attempt to
develop economic activities that are in-
dependent of the project. Y outh programs
may shift towards training — in co-op-
eration with the Human Resources sec-
tion.

Y elgun—originally set up to assist with
iPi and later expanded to help the PDA
develop Paiam Town—is now the lead-
ing group within PJV dealing with post-
closure economic issues. Its record in
reviving iPi’s fortunes and in develop-
ing Paiam to its present stage (Paiam is
almost certainly the best planned town
in Papua New Guinea at the moment)
both recommend it for further involve-
ment in economic and corporate govern-
ance projects (Plate 3.28).

Internally, PJV will focus on two issues.
Firgt, thereareanumber of areasinwhich
it has little or no expertise that will be
necessary if the full range of economic
closure issues are to be addressed or
assisted by its staff. The most evident is
agriculture wherethe community affairs
women'’s section has quietly made most
progress but this requires greater inputs.
It seemsclear at thisstage that whileitis
not PJV’s job to do this, it is unlikely
that, without PJV assistance, progress
will otherwise be made.

Second, closure will require a degree of
realignment and cooperative effort be-
tween different sections of PJV. Exam-
ples will include: liaison between HRD
and Y elgun in post-employment placing
and training; strong cooperation between
the Business Development section and
Y elgun on economic initiatives; and the
input of PJV's geologists into assessing
the potential for small-scale mining, post-

closure. Such realignments and the per-
ceived need for co-operation imply im-
portant structural changes within PJV
and new reporting chains to senior man-
agement. These are in the process of
being devel oped.

3.7.3 Other Stakeholders Capacity

Only in afew areas do other stakehold-
ers currently exhibit much capacity for
post-closure planning and implementa-
tion. Some landowner |eaders certainly
have laid out plans for future develop-
mentsthat make sense. Others, however,
make demandsthat cannot, under known
projections of project income, possibly
be implemented whilst paying little at-
tention to post-closure strategies (other
than demanding that other stakeholders
provide the cash to support the lifestyle
to which they have become accustomed).
Local government exists but cannot be
said to function on its own; only wom-
en’s groups appear to be working at the
ward level. Whilst the PDA operates
rather well, in the end, it, like PV, will
not be avail ablefor post-closure sustain-
able development. District Administra-
tion appears paralysed by both politics
and lack of funds. National Government
inputs, apart from those from the De-
partment of Mining, are largely non-ap-
parent whilst many national service
organi sations have seemingly abandoned
Porgera. Thisis not a healthy situation.

Itisinescapable, however, that local gov-
ernment will have to be responsible for
the Porgera area when the project ends.
Consequently, it is self-evident that if
anything PJV does is to be maintained,
local government capacity—no matter
how unlikely that appears to be at
present—needs to be improved. Addi-
tionally, it is also self-evident that ulti-
mately Porgeranswill haveto maketheir
own rational choices about their possi-
blefutures. Consequently, no matter how
well-intentioned, well-thought out or
well-implemented projects undertaken by
PJV are, they need ‘social validation’.
This does not mean that present activi-
ties will cease. It does mean that both

10 Note that as aresult both Y elgun and the Busi-
ness Devel opment Department (as well as others)
now have investment decision-making and man-
agement as one of their major functions.
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capacity building programs and future
planning structures need to be established
with considerable urgency. The ‘ur-
gency’ isreinforced by the sharp fall in
projected future benefit that will occur
after 2006.

3.7.4 Summary of the Major
Sustainability Issues

In the context of the capacity of the vari-
ous stakeholders, a number of centra
issues have been identified that will de-
termine the extent to which the post-
closure society and economy at Porgera
will meet the needs and expectations of
the Porgeran community. After a brief
description of each of these, the pro-
posed actions of PJV are listed. The or-
der of these items in no way implies a
priority list.

3.7.4.1 Public Administration

Thereis currently arange of local insti-
tutions involved in forms of public ad-
ministration, including PDA, PLLG,
PLA, PDWA, Yelgun, PADC, etc. The
effectiveness of these varies markedly
with, generally speaking, the private sec-
tor institutions being more transparent
and effective. Many of these institutions
(both government and private sector) are
facing a severe drop in revenue and re-
sources from 2006.

e Working within the framework for
mine closure/sustainable develop-
ment, PJV will support the establish-
ment of the Porgera District
Sustainability Planning Committee at
the national government level to co-
ordinate the design, implementation
and management of District planning
at Porgera in the lead-up to mine
closure.

e Clearly there is a serious need for
capacity building within local and
district administration to ensure that
planning budgeting and expenditure
mechanisms can be established and
implemented effectively. PV will
support any such initiatives.

3.7.4.2 Health

HIV/AIDS looms as a critical health is-
sue in the lead up to closure. Resources
for existing health services will decline
over the next decade, and rationalisation
of these services is inevitable. The role

of, and funding for, the Paiam Hospital
will need to be revisited in this context.
The balance between curative and pre-
ventative health services will also need
to be evaluated.

e PJV will support initiatives to iden-
tify the scale of the HIV/AIDS prob-
lem in Porgera, and continue its
support of peer-education pro-
grammes on the issue.

e PJV will support the implementation
of the National Government’s health
planning, particularly at District Lev-
els.

e PJV will facilitate the development
of health sector partnerships between
local (including the PDWA) and in-
ternational NGOs to provide serv-
icesin the impact area.

3.7.4.3 Education

Porgera currently has, by Papua New
Guinea standards, excellent educational
infrastructure, but the sector experiences
chronic resourcing problems and rela-
tively low levels of community support.
With closure looming, thereis aneed to
evaluate and rationalise the educational
services offered in the light of likely
funding scenarios. The development and
focussing of training, with an emphasis
on its relevance to the post-mine envi-
ronment and skill portability, is an area
where PJV can contribute directly.

e PJV will support government plan-
ners in their efforts to develop and
implement education planswithin the
district and provincial structures. The
concept of a District Education
Agency located within the PDA is
also supported.

e PJV will review its current training
practice in the context of servicing
industry needs and providing skill
portability within and outside the
mining industry and will consider
extending, in partnership with other
stakeholders, the scope of training to
non-formal areas and livelihood de-
velopment education.

3.7.4.4 Justice

‘Peace and good order’ remains some-
what elusive at Porgera with a number
of socialy disruptive influences in the

community. A lack of law and order can
undermine efforts for sustainable com-
munity development, and interfere with
the delivery of effective health, educa-
tion and administration services.

e PJV will, in partnership with gov-
ernment and NGO stakeholders, fa-
cilitate the development of conflict
resolution and community planning
programmes, such as the PDWA'’s
“Women Against Violence’ program.

» PJV will continueto support regional
and local government and commu-
nity capacity building in Laiagam,
Tari and Porgera through the pro-
posed Western Regional Training
Authority.

3.7.4.5 Community Infrastructure
The mine development at Porgera has
led to the development of a range of
high-quality transport and communica
tion links within the community. Paiam
town has aso developed as a potentially
major regional centre. The challenge is
to ensure the resources and capacity ex-
ist for the consolidation of these benefits
through to and beyond, mine closure.

* PJV proposes that they facilitate, as
part of the mine closure process, the
development of a Porgera I ntegrated
Transport Infrastructure Plan, and
work with other project stakeholders
to ensure a source of funds is estab-
lished for maintenance of existing
infrastructure (especially the road to
Laiagam) in the period after mining
ceases.

 The proposed development of amini-
hydro scheme, with significant Aid
money, is currently being facilitated
by PJV. This will provide a major
benefit to the Porgeran community
in the period up to and after mine
closure.

* PJV will continueto work with other
stakeholdersto ensure the urban sys-
tem, with Paiam at its core, grows
into a major regional economic and
administrative centre.

3.7.4.6 Relocation Settlements

Therelocation settlementsin the Porgera
Valley are a direct consequence of the
mine development. Many of these set-
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tlements, and particularly those within
the SML, are now overcrowded and re-
quire maintenance. While only partly
PJV's responsibility, the conditions of
these settlements at mine closure will
influence how the costs and benefits of
the mine are assessed by landownersand
outside observers.

e PJV will facilitate an audit of reloca-
tion house maintenance needs and
the subsequent devel opment of main-
tenance and training programmes for
landowners.

3.7.4.7 Labour Force

The staged declinein the workforce over
the next decade poses a challenge for
PJV, both in trying to ensure that the
skills acquired by employees are used to
maximum advantage, and that retrenched
employeesdon’t feel sufficiently slighted
by the mineto work against itsinterests.

e PV will establish a working group
within the company to develop and
implement policy in regard to all as-
pects of retrenchment including fur-
ther employment. Where appropriate,
this policy will draw on experience
within the corporation and within the
industry, both inside Papua New
Guinea and elsewhere.

3.7.4.8 Women’s Participation

At Porgera, asin most parts of theworld,
women do have a different perspective
on, and set of priorities for, life than
men. They are primarily concerned with
matters that affect family and commu-
nity stability. In order to get a balanced
approach for post-mine sustainable de-
velopment it is essential to ensure that
women participate in closure planning.

e PJV will actively facilitate the inclu-
sion of local women in the closure
planning process, and will seek to
facilitate the PDWA securing long-
term resources for staffing and op-
erations in the post-closure period.

3.7.4.9 Agriculture

Despite being in a relatively unproduc-
tive environment, the bulk of Porgerans
still rely heavily on their gardens for
food, and a few rely on agriculture for
cash income. Porgera has a number of
advantages in terms of the production of
cash crops(good local infrastructure and,
in the lower areas at least, significant
areas of undeveloped land). Food secu-
rity isalready anissuein partsof Porgera,
with rapid growing populations and loss
of land to the mine operation. It will
become more significant as closure ap-
proaches and cash incomes decline.

e PJV will fecilitate a comprehensive
investigation into the prospects for
commercial agricultural production
in the region.

* PJV will facilitate, in partnership with
other stakeholders, the development
of acomprehensivefood security pro-
gram for the Porgera Valley, with a
particular emphasisonthe SML com-
munities and the role of women in
agriculture.

3.7.4.10 Industry and Services

While the nature of the post-closure
economy is unknown, it is certain that
gold will play a prominent role. Small-
scale mining can be expected to provide

asignificant source of revenue for many
years. The scope for other activities and
industries depends on the size of the
post-mine economy, and improved ac-
cess to Porgera’s existing facilities
through extension to the road network.

» PJV will facilitate, through anumber
of initiatives, the development of the
small-scale mining sector in Porgera.

 Efforts will be made to ensure that
employees and contractors who wish
to enter private enterprise when re-
trenched do so with the skills and
knowledge required to make success
possible.

3.7.4.11 Capacity Building and
Partnerships

Recognising that thereisaneed for more
capacity, (perhaps even excess capacity
to alow for attrition and outflows of
talent) in private and public sector man-
agement, planning and implementation
skills, PJV will encourage and facilitate
local and international NGOs in build-
ing partnerships within the mine impact
area. These partnerships may be tripar-
tite (local group, NGO, PJV) or multi-
partite (coalitions of local groups,
coalitions of NGOs, PJV.) Impact area
populations will also be encouraged to
think of partnerships as long term ar-
rangements which extend beyond mine
life, and to take steps to sustain those
relationships.
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4. Acronyms

ADB. Asian Development Bank

ANZMEC. Australia and New Zealand
Minerals and Energy Council

ATCDI. Appropriate Technology and
Community Development Institute

AusAID. Australian Agency for Inter-
national Development

BDO. Business Development Office(r)
CAD. Community Affairs Department

CDC. Coffee Development Company
(Porgera)

CHW. Community Health Worker
CIC. Community Issues Committee
CIL. Carbon-in-Leach

CIP. Carbon-in-Pulp

CTF. Children’s Trust Fund

DA. District Administration/Adminis-
trator

DAL. Department of Agriculture and
Livestock

DEC. Department of Environment and
Conservation

DHQ. District Headquarters
DOH. Department of Health
DoM. Department of Mining

DPL. Division of Primary Industry
DSG. District Support Grants

EMMP. Environmental Monitoring and
Management Plan

EP. Environmental Plan

EPG. Enga Provincial Government
FIFO. Fly-In Fly-Out Agreement
GIS. Geographic Information System

GMI. Global Mining Initiative

GoPNG. National Government of
Papua New Guinea

HPC. High Performance Culture
IBD. Interest Bearing Deposit

IDP. Infrastructure and Development
Program funds

iPi. Ipili Porgera Investments
IRC. Internal Revenue Commission

JDP&BPC. Joint District Planning and
Budgets Priority Committee

LLG. Local Level Government
LMP. Lease for Mining Purposes

LNC. Landowner Negotiating Commit-
tee

LTEDS. Long Term Economic Devel-
opment Study

MAP. Mining Agreement Projects
MCA. Minerals Council of Australia
MDC. Mining Development Contract
ME. Mining Easement

MFF. Mountain Fuel Freighters

MMSD. Mining, Minerals and Sustain-
able Development

MOA. Memorandum of Agreement

MRDC. Mineral Resources Develop-
ment Company

MRE. Mineral Resources Enga Ltd.
MSB. Mountain Steel Builders
MT. Mountain Transport

MTDP. Medium Term Development
Plan

MTDS. Medium Term Development
Strategy

NARI. National Agriculture Research
Institute

NDOE. National Department of Edu-
cation

NEC. National Executive Council
NFA. National Forest Authority
NGO. Non-Government Organisation
NOL. New Organic Law

NPF. National Provident Fund

NPO. National Planning Office

OLPG&LLG. Organic Law on Provin-
cial Government and Local Level
Government

PADC. Paiam Accommodation Devel-
opment Company

PDA. Porgera Development Authority
now The Porgera Local Level Gov-
ernment Special Purposes Authority

PDI. Placer Dome Inc.

PDSP. Porgera District Sustainability
Plan

PDWA. Porgera District Women’s As-
sociation

PEAK. Porgera Environmental Advi-
sory Komiti

PJV. Porgera Joint Venture
PLA. Porgera Landowners Association

PMAWU. Porgera Mine and Allied
Workers Union

PMC. Paiam Management Company
PMYV. Public Motor Vehicle

PNG. Papua New Guinea

SDS. Sustainable Development Study
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SEDP. Socio-Economic Development
Plan

SEIS. Socio-Economic Impact Study
SML. Special Mining Lease

SPA. Special Purpose Authority

SSF. Smallholder Support Facility
SSG. Special Support Grants

TCS. Tax Credit Scheme

UNITECH. University of Technology

UPNG. University of Papua New
Guinea

VBA. Village Birth Assistant

WA. World Alliance for Community
Health

WHO. World Health Organisation

WRTA. Western Regional Training Au-
thority
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PIV
ENVIRONMENTAL POLICY

The Porgera Joint Venture is committed to minimize the environmental impact from its operation.

To achieve this, PJV working with its employees and contractors, will:

* Attain higher levels of environmental performance by striving to continuously improve the Environmental
Management System;

*  Comply with environmental legislation and regulations; undertake monitoring programs to meet compli-
ance; determine PJV’s impact on the environment; undertake all activities as a signatory of the Australian
Minerals Industry Code for Environmental Management; and publicly report the results.

e Maintain a high standard of environmental protection by applying practices and technologies that
minimise pollution and enhance environmental quality at every stage of mine planning, from development
to closure;

e Commit to the principles of sustainable development, allowing the economic, social and environmental
considerations of all stakeholders to be integrated into decision-making and management; this includes
consciously enhancing opportunities for stakeholder engagement.

* Review and update the policy, objectives, targets, procedures and systems on an annual basis as part of the
strategic business planning to ensure that they reflect the scale and nature of the operation;

e Undertake an independent analysis to identify environmental risks at least every three years, and prepare
and implement an Issue Management Plan for each prioritized risk every two years;

*  Continue dialogue with communities within and around the SML, along the downstream river system, and
in other areas potentially affected by the mine;

e Progressively rehabilitate the disturbed areas with most suitable vegetation for the region, and develop
closure plans that can be continuously improved by reviewing at least once every three years.

* Initiate and support research to expand scientific knowledge of water quality, biota and hydrology of the
river system impacted by PJV operations;

* Train all employees and contractors to understand environmental and social responsibilities, and to follow
established responsible work practices and procedures.

a. e el

J. PETER NEILANS
Mine General Manager
16 March, 2001
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PJV MINE CLOSURE POLICY
AND PRINCIPLES

The Porgera Joint Venture is committed to the integration of closure planning and sustainability objectives into
our mine planning and operations consistent with the principles embodied in Placer Dome’s Sustainability
Policy.

PJV Commitment:
* Develop a systematic “design for closure” approach that addresses long-term closure issues and likely
changes in societal expectations or standards.

* Integrate closure into the business planning process and employ continuous improvement principles.
 Establish a comprehensive safety management system for closure that recognises the new jobs and activities
to be performed by employees and contractors.
Public Responsibility:
* Engage stakeholders at an early stage in decisions that could affect them.
 Utilise best management practices reflecting stakeholder’s views, values, and standards.
* Establish credible monitoring and verification systems to assess the closure process, plans and completion

criteria.

Social Progress:
* Work with stakeholders to enhance sustainability of impacted communities, their public and private institu-
tions, and their general quality of life beyond mine closure.

* Respect the right of traditional communities to maintain customary lifestyles, cultures and livelihoods, both
during and after the mine’s life.

* Assist employees and their families, in preparing themselves for a self-sufficient future beyond mine closure.
Environmental Stewardship:

 Utilise risk management principles to identify, communicate and minimise potential for long-term risks to
public health and safety and/or environmental values.

* Design, construct and operate our facilities in a manner that minimises closure costs and long-term liability.
» Return disturbed areas to viable and self-sustaining ecosystems, or an acceptable alternative.
Economic Benefit and Responsibility:

* Encourage and facilitate sustainable economic expansion and diversification in the communities impacted by
mine closure.

* Give priority to the local community and PNG citizens in participating in economic activities associated with
mine closure.

Work with stakeholders to develop closure cost estimates that address environmental and social issues, pro-
vide adequate financial resources for PJV’s closure responsibilities, and assist our stakeholders in identifying
and efficiently utilising sources of funds to address their own closure needs and responsibilities.
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Regulatory Requirements and Agreements Reviewed

Legislation

Mining (Safety) Act 1980

Mining Act 1992

Environment Act 2000

Public Health (Drinking Water) Act 1984
International Trade (Fauna and Flora) Act 1979
Environmental Planning Act 1978

Water Resources Act 1982

Agreements

Tripartite Porgera Agreements (1989) between the Porgera landowners, the
Enga Provincial Government and the National Government

Mine Development Contract (1989)
Land Tenements (12)

Landowner Agreements

Policies and Guidelines
PNG Draft Mine Closure Policy and Guidelines

PNG Draft Sustainable Development Policy for Mining Projects

Codes of Practice and International Guidelines

Environmental Code of Practice, PNG Mining Industry

Minerals Council of Australia Code for Environmental Management
World Bank Guidelines

Mining, Minerals and Sustainable Development Project (Global Mining
Initiative)

Strategic Framework for Mine Closure document (2000), Australian and
New Zealand Minerals and Energy Council (ANZMEC) and the Minerals
Council of Australia (MCA)
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Government Structure under the New Organic Law

Government administration in Porgera District is a part of the broader system of public administration in PNG. To understand the
current situation and the options for public governance in Porgera, this section briefly reviews three critical elements of public
administration:

e the New Organic Law (NOL) on Provincial and Local Level Government (LLG);

* the capacity of the District Administration, its LLG special purpose authority and subsidiaries to implement the provisions of
the NOL, and

* the contribution of the Porgera Joint Venture (PJV), landowner groups and civil society groups (women, youth and church
groups) to the development of the district planning process and the development of public infrastructure and services are
reviewed.

The New Organic Law: The National Parliament passed the New Organic Law on Provincial and (NOL) in July 1995. The NOL
decentralises significant powers down to LLGs and thus provides the potential for a system of planning which gives greater
emphasis to local-level decision making and resource management. The NOL provides for LLGs to receive guaranteed funding
each year, have revenue raising powers, and to pass laws. While the NOL increases the powers and functions of LLGs, all
legislative control of LLGs rests with the National Government. Under the old system, control of LLGs was vested with the
Provincial Government.

A summary of the three tiers of government is shown in the table below followed by a map of the administrative districts in Enga
Province:

Political and Administrative Support Structures

Political Structures Administrative

National Level

* National Parliament * National Departments
* National Executive Council » Statutory Bodies

e Ministries

Provincial Level

* Provincial Assembly * Provincial Administration
* Provincial Executive Council * Provincial Treasury
* Provincial Committees » Provincial Audit Services

* Joint Provincial Planning and Budget
Priorities Committee

District Level

* Joint District Planning and Budget * District Administration

Priorities Committee « District Treasury

Local Level Governments

¢ Each LLG is made up of elected Ward e There is a small support staff to assist each
Councilors and appointed councilors LLG.

e Councilors elect one of their members to be | * District and sub-district public servants are
head of the Council (LLG President who is also responsible for supporting LLG
a member of the Provincial Assembly) administration

Ward Level

¢ Ward Councilors are elected by eligible e Ward Development Committees are made

voters in the ward up of community representatives. Village

recorders keep basic population and service
delivery data.

Communities and Villages

Each ward is made up of many hamlets, villages and non-traditional village areas
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Some of the main responsibilities of Wards, the LLG and the District & Provincial Administrations in terms of supporting essential
service delivery in the health and education sectors as they may be applied to a rural LLG are as follows:

Ward Committee: Promoting community awareness. Mobilising the provision of land, labour, bush materials and local cash
contributions for providing such services as village hygiene, elementary schools and aid post maintenance.

LLG Level: Planning/budgeting for and managing the provision of basic infrastructure, repairs and maintenance, and sanitation
and waste disposal services.

District/Provincial Administration: Planning/ budgeting for and managing the provision of health staff & teacher salaries and
basic operational support costs, clinical and educational equipment & supplies, management and training support, and construction
of health and educational facilities which have district or provincial catchments (e.g. hospitals and high schools).

To help ensure that essential services are properly planned for, effectively established and maintained it is therefore essential that
Wards, LLGs and the District & Provincial Administrations prepare coordinated and consistent plans. Clear and regular
communication is obviously critical. Plans flow down from National Government, to the provinces to LLG level, and need to take
account of the following guidelines and priorities.

Medium Term Development Strategy (MTDS): The MTDS sets out the approach the Government of PNG (GoPNG) has
adopted for the planning and implementation of development programs and projects over a five year period (currently 1997-
2002)'. Key themes in the MTDS include redefining the functions and roles of Government (smaller and more efficient, focusing
on what it does best), and promoting the role of the private sector, community based organizations and individuals in development
planning and service delivery.

The MTDS is important because LLG plans must be framed with the MTDS priorities clearly in mind so that LLG requests for
project funding fit within the expenditure priorities (and therefore financial appropriations) of the National Government.

Reference to the National Government’s Public Investment Program is also important in the preparation of LLG and District plans.
There are a number of key programs, which may be delivering infrastructure and services within specific LLG areas. Examples of
such ongoing programs include: (i) Construction of Health Staff Housing; (ii) High School Maintenance Program; and the
Provincial Roads Assistance Program.

Provincial plans and priorities: LLGs must also take note of provincial plans when formulating their local plans. This is
particularly important when LLGs wish to access Provincial Government funding or technical support, over and above that which
they are entitled to as part of their core LLG grants from National Government. In particular, provincial health, education and
infrastructure plans should be referenced.

Given that the head of each LLG is also a member of the Provincial Assembly, he/she has a key role to play in ensuring that LLG
members are aware of provincial plans and priorities.

LLG planning framework: Under the NOL, Local Level Government should play an increasingly important role in both local
development planning and managing the delivery of essential services. Planning should start at the Ward level, then flow through
to the LLG, district and provincial levels. The statutory planning responsibilities of LLGs as set out in the LLG Administration Act
1997 (amended January 1999) include the:

. Preparation of a five year rolling development plan based on community needs and ward plans.

. Preparation of annual budgets to implement the LLG plan, to which shall be applied the: (i) New Organic Law grants paid
to the LLG; (ii) LLG’s own revenue; and (iii) revenue from other sources.

. Submission of the LLG plan for approval and endorsement by the Joint District Planning & Budget Priorities Committee
(JDP&BPC).

"'The MTDS is currently being revised to cover the period 2003-2007

2 Porgera Mine Closure Consultation Document



Appendix 5

Evaluation of Stakeholder Input to Public Administration







Evaluation of Stakeholder Input to Public Administrations

Ward Development Committees: Ward Development Committees have largely been inactive since their establishment under the
NOL. None of the Wards in the Porgera/ Paiela LLGs has prepared a 5 year plan.

Local Government Assembly & Executive Committee: The Assembly Members and the Executive Committee of the Porgera
and Paiela Rural LLGs are extremely active in local and provincial politics and in, particular, in seeking funding for priority
projects within their own constituencies.

While there is significant political activity within the two LLGs, neither Assembly have yet formulated their 5 year plans as
required under the Organic Law. As such, planning tends to be project based and focused on constituency development with little
consideration of the wider LLG and district development planning issues.

District & Provincial Administrations: The Provincial Government revenue entitlements from the Porgera mine have enabled a
significant expansion of divisional activity throughout the province and the Porgera District. However, this activity is, as yet, not
guided by any social and economic development sector analysis or medium-term expenditure planning process.

The Porgera District Administration has been the focus of political intervention over the past 3-5 years and as such the
administration has had difficulty in functioning.

The Department of National Planning and Monitoring has recently convened a provincial and district planning workshop in Wabag
and the province and the districts (including Porgera) have started to prepare draft 5 year plans. It is anticipated that with further
capacity building assistance these plans could provide a framework for sustainable social and economic development throughout
the Enga Province.

Joint District Planning & Budget Priorities Committee: Under the NOL the Porgera JDP&BPC is designated as the principal
decision-making body in the district. However, its activities are constrained by the absence of an overall district expenditure plan
to guide its deliberations. Given their many other commitments, most members of the JDP&BPC have difficulty in attending
meetings and important decisions on planning and budgeting often have to be deferred because of lack of a quorum.

Joint Provincial Planning & Budget Priorities Committee: The members of the Enga PP&BPC face similar constraints to their
JDP&BPC counterparts. While members are generally well-versed in Provincial Government administrative procedures the lack
of formal provincial and district plans frequently means that their deliberations are not always focused on addressing core social
and economic development issues.

National Government Department of Mining: The Department of Mining is the principal National Government agency involved
with the Enga Province and the Porgera District. The DOM administers the Mining Act and conducts regular reviews relating to
stakeholder commitments as defined in the various stakeholder agreements.

In addition to the Mining Act the DOM is currently seeking to integrate its draft policy on mine closure with a new initiative
designed to develop a national policy on benefit stream management and planning for sustainable development. It is anticipated
that a policy which covers benefit stream management, planning for sustainable development and mine closure will be in place by
June 2003. In the interim the DOM refers mining project stakeholders to its draft Mine Closure Policy.

The current Draft Mine Closure policy provides for the development of a Social and Economic Development Plan (SEDP) for each
mining project area and states that:

‘SEDP should embody the principles and practices of sustainability and aim at providing from benefit
streams during the mine-operating phase, adequate finance for the provision and maintenance of
community services after mine closure.’

The Department of National Planning and Monitoring: As part of its commitment under the Porgera Development Agreements
the DNPM has recently commissioned a study for the development of a Long-Term Economic Development Plan for the Porgera
District. This plan provides an analysis of the status of current social and economic development sector activities and the
opportunities and constraints for future development activity.

The study is a useful reference document even though it coverage is not as complete as some stakeholders may wish.

The DNPM also recently conducted a district planning workshop in the Enga province. This workshop has resulted in the
preparation of a Draft Porgera District plan. While considerable work has yet to be done, the plan provides a footing for the
development of a more comprehensive district plan.
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The Porgera Local Level Government Special Purposes Authority: The Porgera Special Purposes Authority (PSPA) has its
genesis in the Porgera Development Authority (PDA) which was established in 1989 by the Provincial Government to assist
landowners, the District Administration and the Porgera and Paiela LLGs as part of the Porgera Development Agreements. With
the introduction of the NOL in 1995 it was necessary to revise the PDA so that its functions were consistent with the NOL.

In 1998 a MOA was signed between the Porgera LLG, the Paiela Hewa LLG, the Porgera Local Level Government Special
Purposes Authority and the Porgera Landowners Association relating to the proclamation of the Porgera SPA. Under this
proclamation the PDA is to:

e Implement the construction of infrastructure on behalf of the national, Provincial and LLGs within the Porgera District
* Assist the Porgera and Paiela-Hewa LLGs in the implementation of their administrative functions

e Manage the construction of facilities in Paiam, Porgera and Kairik towns and manage their operations

* Manage the payment of royalties and other mine related income in the Porgera District

e Manage and operate the Porgera District Hospital

* Advise the landowners and the LLGs on natural resource project agreements

e Implement the functions of the Tenders Board, Building Board, Physical Planning Board and other functions delegated to it by
the National Government, Provincial Government or LLGs.

* To receive funds on behalf of the Porgera and Paiela Hewa Rural Local Level Govts and to make payments as directed by them.

The PDA reports to a board comprising 2 Porgera and 2 Paiela LLG representatives, 2 persons appointed by the SML landowners,
the Porgera District Administrator, 2 persons appointed for their technical skills, one National Department of Finance representative,
and a PJV representative.

Because of its powers under the 1998 MOA the PDA plays a key role in the mobilisation of finance and technical support for LLG
development activities throughout the District. The combination of its financial and technical capacity together with its control
over the Tenders, Building and Physical Planning Boards make the SPA the paramount decision-making body in relation to
planning for public infrastructure and services in the district.

While the SPA is acknowledged for getting the job done, its relationship with the District Administration, LLG executives, the
JDP&BPC, and the SML landowners needs clarification and strengthening. SPA’s relationship with these groups could be
significantly improved if the District Administration was able to fulfill its obligation of developing a district plan. This plan could
then be used to guide the SPA in its management and allocation of district mining revenue entitlements.

Paiam Town Management Company (PMC): In response to the provisions of the Fly-In, Fly-Out (FIFO) Agreement for the
reduction of commuting employees in the PJV, the PDA established the Paiam Town Management Company (PMC) in 1998 to
coordinate Paiam town development. The plan provides for the development of a town centre, the construction of roads and
housing and the provision of sewerage, water and electricity. The organisation currently has a staff of 13 including a Project
Manager, Town Manager and Accountant. PMC, with the management and technical support of Yelgun, provides professional
management for the development and administration of Paiam. The PMC has built up town administration, Geographic Information
System (GIS), accounting, maintenance and development systems and has established an efficient and effective management team.
The PMC is proving itself to be one of the most effective small-town management organizations in the highlands region.

PMC has largely fulfilled its development role and under the FIFO Agreement is scheduled to roll its town, administration,
maintenance, planning and management organization to a newly constituted Urban LLG at the end of 2003. The urban council is
proposed to include Kairik, Paiam, Suyan, Porgera Station and the Anawe Wards.

The Paiam Accommodation and Development Company (PADC): This company was established by the National and
Provincial Government, PDA, Yelgun and the landowners to administer the funding, construction, renting and maintenance of
houses for the PJV relocation employees at Paiam under the FIFO agreement. It was originally estimated that PADC would build
some 515 houses for the PJV. However, due to localisation of workforce positions and a reduction in the overall workforce it is
now estimated that the number of houses required by the PJV will be considerably less. The management requirements of the
PADC are currently under review.

The intent is for the PADC to progressively sell off the PJV houses as the workforce declines, and revenues can be returned to the
State, the PDA, Yelgun and the landowners. As for the PMC, PADC also offers high level management skills, however, its future
and scale of operations needs to be reviewed by the State and the landowners.
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PJV Joint Venture Community Affairs Division: The PJV established Community Affairs to provide community services,
social security for mine operations and handle negotiations with landowners and government agencies and manage agreements.
Community Affairs has a seat on the Board of the PDA.

Currently the PJV Community Affairs Department provides core support services to the operations of the PJV and the project area
communities through a number of its sections. In total the department employs a total of 110 professional and administrative staff.
Of the CAD Sections, Social Development, Business Development, and Community Projects (including the Tax Credit Scheme
and Infrastructure Development programs) are the most active in supporting local social and economic development activities. The
Department has added a Social Closure and Sustainability Section, to parallel the Closure/Sustainability functions within
Environment.

Porgera Landowners Association: The Porgera Landowners Association was formed to represent the SML landowners in their
negotiations with the State and the PJV, although it did not actually do this. Its current principal involvement in public
administration is through representation on the board of the SPA.

The Porgera District Women’s Association: The Women’s Association is structured around wards and each has it’s own group
who nominate a member to be on the Executive. The association runs small businesses such as a camp canteen, artifact shop and
buys vegetables for sale to Crocodile Catering JV for the two messes. Out of profits they have initiated a mini-credit scheme.
Currently the Association relies heavily on PJV Social Development Section for logistical, advisory and management support and
a major priority is to build independent capacity.

Yelgun: Yelgun is a Placer subsidiary originally incorporated to provide strategic and technical support to Ipili Porgera
Investments (iPi), the Porgera landowner umbrella company. From 1998 Yelgun has also been responsible for managing and
providing technical assistance to PMC. Yelgun’s key role in the area is to provide strategic managerial support to iPi, and to the
development of Paiam through PMC and PADC.

Porgera Sustainability Planning Committee: The Porgera Sustainability Planning Committee is an embryonic and evolving
organisation of government and landowner representatives. It was formed to assist government and landowners to organise their
response to the Porgera MOA review and to mine closure issues. The principle challenge facing this organisation is for landowner
representatives and the District Administration (also representing LLGs) to agree on an agenda and procedures for negotiating with
the State and the PJV.

Churches & community groups: Church and community groups, particularly the Porgera District Women’s Association, play an
active role in promoting community development and women’s activities throughout the Porgera District. The consolidation and
expansion of their development activities is, however, constrained by lack of finance and basic training in community mobilization
and project management.

Local business and business groups: Due to the operations of the Porgera mine there is a high level of local business activity
within the district associated with the mining industry. There is also growing interest by Porgerans in investing in non-mining
activities both within and outside the district. As noted earlier, business activities are well supported by Yelgun and the CAD
Business Development Section.

Business development activity has the potential to contribute to the maintenance of public infrastructure and services through the
payment of taxes and fees and the payment of wages to employees who can purchase public goods and services.

Porgera Mine Closure Consultation Document 3



Appendix 5

4 Porgera Mine Closure Consultation Document



	3.1 
Socio-economic Considerations
	Beca Gure plan

	Porgera District Plan

	Porgera Long
Term Economic Development Study


	HEALTH
	Pre-mine conditions
	Current situation
	Violence - cause of adult deaths
	Aid posts closed
	Paiam - 53% of expenditure
	Cure v prevention
	Proposal: PJV review
	HIV - 'largest PH issue'




