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Introduction 

Every month the NSTF publishes a „Policy Brief‟ online, focusing on public policy relevant to 

science, engineering and technology. Here follows a summary of the draft African 

Exploration Mining and Finance Corporation (AEMFC) Bill 2015 (also known as the State-

owned Mining Company (SOMCO) Bill) and critical comments on some of the new clauses. 

Readers are encouraged to respond to this document to the NSTF office at 

enquiries@nstf.co.za, before 17 March 2016 (the deadline for submission of comments to 

the Department of Mineral Resources is 22 March). Feedback is to be published online at 

the discretion of the NSTF, and can be submitted anonymously. 

Disclaimer 

The comments in this document are those of the Executive Director only, and not 

necessarily the views of the NSTF structures or members. 

Summary 

The draft SOMCO Bill will empower the corporation to acquire and develop permits, 

prospecting and mining rights and any other interests granted to it. 

The draft bill also sets out the objects and functions of the corporation, how its board is to be 

constituted and managed, how it is to be financed and the appointment procedure for the 

chief executive officer and staff. 

Some of the proposed objects of the corporation are to: 

•    Acquire and develop any mining permit, mining right or mining interest granted to the 

corporation on behalf of the state; 

•    Ensure that mineral resources are developed in a sustainable manner; and 

•    Ensure that developmental objectives contained in the National Development Plan are 

pursued in the mining sector. 

The proposed legislation would enable the corporation to exist as a stand-alone entity. 

Background 

According to the AEMFC website, the corporation is “the State-owned mining company 

established to secure South Africa's energy supply primarily through the mining and supply 

of coal for the generation of electricity, as well as securing other resources that will provide 

energy for the future, including key minerals for beneficiation in the energy and steel value 

chain”. 

http://pmg-assets.s3-website-eu-west-1.amazonaws.com/160122draftAfricanExplorationMiningFinanceCorporationBill.pdf
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Established by President Jacob Zuma in 2011, the company has been granted mining and 

prospecting rights, in competition with other mining companies. At the time, President Zuma 

said that the body would bring all state mining interests into its remit. 

"The role of the state cannot merely be confined to that of a regulator. The state must 

actively participate in the mining industry to ensure that our national interest is protected and 

advanced," he said. 

"Government policy on minerals and mining does not make provision for the nationalization 

of mining assets, but it does not prevent the state from participating actively in mining, 

competing with other companies," he said. 

During a media briefing before his Budget Vote speech last year, then Mineral Resources 

Minister Advocate Ngoako Ramatlhodi emphasised that the bill‟s intention was not to create 

a new State-owned mining company, as the AEMFC already existed. 

 

The draft AEMFC Bill was subsequently published on 22 January 2016, in Government 

Gazette 39615. 

According to the draft bill, the company - whose sole shareholder will be the government 

through the mineral resources minister - will acquire and develop any mining permit, mining 

right or mining interest granted to it on behalf of the state. 

The firm will also "ensure that mineral resources are developed in a sustainable manner to 

the best interest of the people of South Africa".  

The draft bill comes at a time when the sector is struggling due to falling commodity prices 

and some companies have expressed intentions to cut thousands of jobs. 

The draft bill states that the company's aim will also be "to give effect to state participation, 

optimise socio-economic development and drive the nation's developmental imperatives 

through mining, such as industrialisation, beneficiation, infrastructure development, food 

security and security of energy supply as espoused in the National Development Plan". 

The firm will, if granted permission by the mineral resources minister, also be allowed to take 

advantage of commercial opportunities outside the country. 

Comments from stakeholders  

According to an article published in the Sowetan in January 2016, stakeholders had the 

following comments on the proposed legislation:  

Cosatu president Sdumo Dlamini said, "Cosatu has supported the ANC resolution because 

we believe the company is a well needed intervention because of the failure to transform the 

industry and commitments to the mining charter were not met by many mining companies. 

"State mining should be a model of running a mining company to benefit the people.” 

More recently, following Cosatu‟s Central Executive Committee (CEC) meeting, Cosatu general-

secretary Bheki Ntshalintshali said, “Government should also take 50% ownership of all mining 

companies in the country through a state mining company." This was one of the resolutions of 

the CEC meeting. (SABC News, 25 February 2016) 

http://www.sabc.co.za/news/a/1cfa9b804bd088ee886f8c96fb2bb898/(BR)undefinedGovtundefinedshouldundefinedacquireundefined50undefinedofundefinedallundefinedmines:undefinedCosatu-20162502


While this call comes from Cosatu‟s concern at massive retrenchments in the mining industry, it 

is debatable whether a majority stake for the state owned mining corporation would rescue their 

business operations and/or benefit the retrenched workers. 

 

SA Mining Development Association president Peter Temane said his organisation has 

been advocating for the setting up of a state-owned mining company. "We have been 

propagating for the state to intervene meaningfully in the mining sector, as we believe it has 

a role to play in the sector." 

Solidarity general secretary Gideon du Plessis said the upside of the state owning a mining 

company was that the government would better understand the challenges facing the 

industry. 

According to an article published on Politicsweb on 1 February 2016, Democratic Alliance 

MP James Lorimer had the following to say about the draft legislation: “The bill is replete 

with problems. It will see the company becoming the personal kingdom of Minister Zwane, 

with the Minister having a say in almost every major decision in the company and almost 

complete control of its board.”  

Lorimer said that the Minister would be “both referee and player” in the mining industry. “The 

Minister is responsible for the unbiased adjudication of applications for mineral rights under 

the Mineral and Petroleum Resources Development Act. He will now be assessing his own 

applications for mining rights as well as the mining rights of competitor companies for 

lucrative deposits. The new bill will multiply opportunities for corruption and rent seeking 

massively. This will send investors, mining companies, and the urgently needed jobs they 

create abroad.” 

Opinion and conclusion 

It is encouraging that the Preamble to the Bill cites the objectives of the National 

Development Plan. 

In summary, the issues associated with this Bill are: 

 The Mining Charter and transformation of the Mining Sector 

 Whether the Bill endows the Minister of Mineral Resources with excessive power? 

 Whether this is the best time to establish yet another State Owned Enterprise (SOE), 

when the existing SOEs are in perpetual trouble? 

 Will the Corporation succeed in employing large numbers of retrenched mine 

workers, and in bolstering the dwindling mining industry as a whole?  

 The main purpose of the Corporation… 

It is indeed critical to ensure South Africa‟s energy supply, and this seems to be the main 

reason for the creation of this Corporation. However its „prospecting, mining and 

reconnaissance‟ operations are not limited to energy-related minerals and petroleum 

resources. In fact, the functions are listed under (7) (h) and (i) as also including: 

 Industrialisation 

 Food security 

 Infrastructure development 

http://www.politicsweb.co.za/politics/new-state-mining-company-bill-will-cause-more-dama?utm_source=Politicsweb+Daily+Headlines&utm_campaign=79632b9c96-DHN_2_Feb_2016&utm_medium=email&utm_term=0_a86f25db99-79632b9c96-130082905


 Beneficiation of mineral resources 

Although these are all very important developments for Government to promote, this 

amounts to a very broad mandate for a single corporation. These can presumably be 

pursued through „interests‟ and „shares‟ acquired in other companies, or by establishing 

subsidiaries. The question must be asked however, whether this is the best way of 

promoting these aims. 

Despite the complexities involved in making this new State Corporation work, and function to 

the benefit of the nation as envisaged, it is important to resolve issues around this bill, as 

regulatory uncertainty creates more problems, the longer the process is delayed. 

  

Useful media links 

Minister‟sspeechstilloffersreasonforoptimism (Citizen – 2016-02-09) 

Plans afoot for state mining firm  (Sowetan - 2016-01-30) 

New State Mining Company bill will cause more damage - statement by J Lorimer, DA 

Shadow Minister of Mineral Resources – (Politicsweb - 2016-02-01) 
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