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EXECUTIVE SUMMARY

This proposal is aimed at poverty alleviation in northern part of the Province of Central Kalimantan in Indonesia through the development of sustainable livelihoods including artisanal small scale mining (ASM).

The proposed project seeks to develop and integrate artisanal mining into  an existing but expanded community development in a remote area of Indonesia, the headwaters of the Barito and Kahayan Rivers in Kalimantan.The target beneficiaries would be some 13,000 Dayak people at project maturity.

The proposing company, PT Kalimantan Surya Kencana (PTKSK), is an Indonesian subsidiary of a Canadian junior-listed exploration company. It initiated a sustainable community development program 10 years ago in the proposed project area. The past and ongoing program includes : co-operative trading, pre-and post natal nutrition, education, and sustainable organic farming, fish farming and community forestry  These programs have been implemented by Yayasan Tambuhak Sinta (YTS) a foundation jointly established by the local people and PTKSK.   In the past the annual costs have been about US$30,000. 

PTKSK has established excellent relations with local government and the community along with an extensive knowledge of the local geology. In light of this, the community has asked PTKSK to help them develop a small scale gold mining cooperative using artisanal techniques and environmentally acceptable processing technology.

Though much of the community and geological groundwork is already in place, funds are needed to complete a design for a well integrated project for ongoing commercial and social success. The study would take about 6 months for completion and require  about US$86,300.  This will be largely funded by PTKSK.

Subject to verification in the feasibility/design phase, current best estimates indicate that funding of US$260,000 – US$300,000 would be required over the initial 2 years of the project.

OVERVIEW

Following the initiative of the Mining, Minerals Sustainable Development Programme
, there is heightened worldwide interest (including by governments and the mining industry) that artisanal and small-scale mining (ASM) can be a sustainable livelihood executed in an environmentally and socially competent manner; and significantly contribute to poverty alleviation . In addition, ASM can effectively co-exist in a mutually supportive manner with commercial mining operations - as it did in former times -  when small mines provided skilled miners for larger mines; and those miners later returned to the small mines bringing new skills and techniques further developing the mining industry.

The project area is located in one of the most remote parts of Indonesia – the headwaters of the Kahayan and Barito River systems.  Here, the Dayaks - the local community - have sought gold for centuries.  Traditionally, they have panned for alluvial gold and more recently high-graded exposed gold-bearing seams, treating the ore with mercury.  While the mining process is physically destructive on the environment, the mercury treatment of ore is seriously dangerous to the community by contact, drinking polluted water or eating aquatic life from polluted water.

The  initiator of this proposal,  Kalimantan Surya Kencana Limited (PTKSK) and Yayasan Tambuhak Sinta (YTS), respectively the Indonesian subsidiary of a Canadian junior listed mineral exploration company
 which has  been exploring on a Contract of Work (CoW) granted by the Indonesian Government in this remote area for gold and base metals and a foundation YTS jointly incorporated by the local community and PTKSK. The local  Dayak community have for some time already identified the ASM potential within this CoW and have started discussions with PTKSK over gaining access to mine on a small scale.

These discussions with PTKSK and the Upper Kahayan community have focused upon PTKSK assisting them develop a small scale gold mining cooperative using artisanal techniques and appropriate and environmentally acceptable processing technology i.e. ASM.  Mainly the community would like to see PTKSK:

· Facilitate an ASM cooperative with them;

· Manage and train cooperative staff;

· Develop suitable  ASM mining  and processing techniques;

· Draw upon PTKSK’s technical knowledge to locate an ASM.

· PTKSK to provide initial supervision, control and training.

The community expects that from the ASM profits, they will first subvent PTKSK’s current sustainable community programme which is discussed fully in the paragraph below and second fund further expansion of the overall integrated programme.

 In conjunction with their exploration programme, PTKSK recognizing the imperative of strong community relations in this remote location started a  an embryonic sustainable community development programme some 15 years ago.  About four years ago, PTKSK formalized this through a specially incorporated foundation - Yayasan Tambuhak Sinta (YTS).  Results of this programme have been well received by government and the local community forming a sound basis for this integrated proposal.  

YTS’s past and ongoing programme covers:

· Cooperative trading in basic food commodities and jungle produce   such as rotan.

· Pre- and Post-Natal Nutrition.

· Education  - assistance with schooling and provision of scholarships.

· Permaculture, Organic Farming and Fish Farming.

· Community Forestry

Currently, the annual costs of this has been about US$30,000.

On the ASM side, PTKSK has a thorough understanding of the local geology and good understanding with potential local community artisanal miners who have already approached PTKSK regarding gaining mining access to the CoW.  Initial scoping discussions are underway and a large amount of common ground already agreed upon. 

Local geology is attractive and adequate data is on hand to guide the ASM project.  However, some additional structural geological work will be required to define actual mine position and mining technique.  PTKSK sees by joining hands with the local community on an ASM project like this the worst side effects of ASM can be at best avoided or at least limited; and possibly by their discovery become a junior partner in a full scale commercial mine.

With the prevailing positive government and mining companies attitude towards ASM, and the express desire by such agencies as UN Economic and Social  and the World Bank to support such projects, this proposal seeks a partnership with international funding agencies, drawing upon PTKSK’s and its associates’ strong Indonesian experience to implement initially a relatively inexpensive Feasibility Study costing about US $86,300 funded  largely by PTKSK to design a well integrated ASM for an ongoing commercial and social success.  These elements include institution building, cooperatives, education, community health, permaculture/organic farming, fish farming and  community forestry.

The proposed Feasibility Study it is expected will take six months and cover the following points:

· Organizational structure, job description and work flow;

· Legal incorporation of ASM cooperative;

· Survey of the designated mining area;

· Transfer mining rights from PTKSK;

· Provincial government support;

· Overall analysis of mining, processing costs, cooperative income, income taxes etc;

· Establish environmental base lines and procedures;

· Training; and

· Marketing

At the same time PTKSK would review existing geological data to guide the ASM project.  This review would include:

· Exploration and evaluation of mineralized veins. i.e. reserves estimates;

· Mine plan, including selection of processing site and tailings dump.

· Selection and purchase of most technologically appropriate processing equipment.

· Security requirements.

On preliminary numbers the proposed ASM is forecast to break even after two years and from then on generate a gross income US$260,000 p.a. with a net profit of  about US$120,000 p.a.  This should be sufficient to fund ongoing and expanded community development work.

Following the Feasibility Study, and contingent upon approval, it is expected that it will take some 6 months to implement all aspects of the project bringing the ASM into commercial production.  This second semester is expected to cost US$260,000 in grant aid while in Year 2 an additional US$40,000   may be required.

Subsequent costs after the Feasibility Study are indicative high-side estimates only.  A Feasibility Study may well conclude that lesser amounts apply and that a greater contribution could be made by ASM if their profitability is higher.
The principal beneficiaries are the local community who will as a result enjoy greater employment from a wide variety of new  employment, better nutrition, better education and health. Other benefits are optimization of the local forestry industry and its products, such as rotan, reduced environmental damage from both illegal logging and mining, and community forestry replanting commercially logged areas which will never be rehabilitated for lack of compliance. 

All of these commercial activities will be achieved through consensus and mutual trust creating a wide range of independently sustainable small scale industries such as woodworking from salvaged timber using man-portable sawmills.  PTKSK in the event of a commercial mining operation will certainly be a beneficiary having a happy, healthy, educated local workforce to draw upon.  However, perhaps the largest beneficiary of all will be other communities in other resource rich areas in Indonesia and elsewhere where part or all of this project can be replicated with success.

Supervision of the Feasibility Study and ASM Construction/Production Phase will be overseen and conducted by PTKSK senior expatriate management who have extensive work experience in Indonesia in a variety of industries, principally resources, oil and mineral exploration, forestry and government relations. (Refer Annexe II for Biodata)  Also, the study will draw upon the considerable experience of YTS, PTKSK’s community development foundation and its director who has an excellent range of NGO connections both inside and outside of Indonesia.  Assisting them will be well recognized outside consultants in the field of health, environment, mining engineering, and anthropology.  Proposal funders are welcome to nominate consultant experts with Indonesian experience for short term contracts.

Funds will be administered in exactly the same manner as PTKSK’s with strict internal controls based upon a well-forecast budget. i.e. in a manner acceptable to public company standards in North America and will be subject to audit by a reputable accounting firm. Being administered under these standards would overcome often voiced concerns about effectiveness of aid programmes in Indonesia – generally impaired by official defalcation.

Despite Indonesia’s prevailing political and economic woes, a project of this size would be exposed to no or little risk.  Because of it size it would draw little attention. Also, its very location in one of the most remote parts of Indonesia is a fair deterrent against outside interference. In the Feasibility Study Phase there is little risk at all as it is essentially a research project.   However, risk will come into play when mining starts – overall physical security and confidence in having a commercial resource.  The Feasibility Study will limit this risk and make provision for minimizing error in resource definition.

In our world today, this proposal presents an unique and innovative opportunity in a developing country to link together all the necessary elements for a properly integrated ASM project and taking advantage of a partially, but well established  SL programme. This has never been done before.  It could be a model for replication elsewhere by all resource based industries, not only mining and at the same time alleviate poverty in the area. 
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� MMSD is a project of the International Institute for Environment and Development commissioned by the World Business Council for Sustainable Development and sponsored by 28 mining companies and 15 non-commercial sponsors.


� PTKSK is the Indonesian subsidiary of Kalimantan Gold Corporation Limited -   a junior Canadian mineral exploration company listed on the CDNX which holds a  Sixth Generation Contract of Work granted by the Indonesian Dept  of Mines and Energy to explore for gold and base metals.    It has a website � HYPERLINK "http://www.kalimantan.com" ��www.kalimantan.com� for full corporate details
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