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PREAMBLE

This Report covers our observations as the Independent Observers (10) of the Fourth
Working Group (WG4) Meeting which was held in Tabubil from the 29 November
through to 1 December 2006, and thereafter the Fourth Regional Meetings (RM4)
which were held from the 4 December through to 9 December 2006.

BACKGROUND

For the sake of completeness, we re-state the background to this process, although we
had already outlined them in our previous Reports.

In 2001, Ok Tedi Mining Limited (OTML) entered into Compensation Agreements
known as Community Mine Continuation Agreements (CMCA) with 14
communities whose environments were adversely impacted by the mining operations.
In exchange for the compensation the affected communities agreed not to pursue any
legal action or claims against OTML or its previous shareholders and to allow the
mine to continue its operations until end of mine life which is presently indicated to
be around the year 2013.

Following the execution of the CMCA the National Parliament passed and ratified
the Mining (Ok Tedi Mine Continuation) (Ninth Supplemental Agreement) Act
2001 to give the Agreements the force of law.

The 14 CMCA communities cover 152 villages and an estimated 50,000 people from
the Mine Area, North Ok Tedi, Lower Ok Tedi, and the Highway Region from
Tabubil to Kiunga, the Middle Fly, and the South Fly areas.

The CMCA established Trusts for each region through which compensation
payments are being made. The Trusts administer these funds on behalf of the affected
regions. Under the CMCA the communities consented to the continuation of the
mine based upon the then predicted Environmental Impacts.

These Environmental Predictions which are comprehensively set out in Schedule II to
the CMCA are:

* Dirty Water;

* Sand build up; (Sedimentation)

* Flooding;

* Trees losing leaves and dying (Dieback);
¢ Fish;

* Copper;

* Acid Rock Drainage (ARD); and

* Sago.

OTML has an obligation under the CMCA to continually monitor the
environmental impacts and to ensure that the communities are kept informed of the
results progressively. If the environmental impacts exceed the levels predicted, then
the River and Highway CMCA communities require meeting with OTML to discuss
the revision of compensation payments.

Continuous environmental monitoring by OTML since 2001 has now revealed that
the environmental predictions have changed and actual or predicted impacts are now
greater than initially predicted in some CMCA regions.

The CMCA provide for a review of the ‘Operation of the Agreement’ after the

expiration of five (5) years from the termination date which is 7 February 2002.
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commended the Board and Management of OTML for the
Company’s excellent performance since the exit of BHP Billiton;

ii. Noted the State’s legal obligations and the contractual
arrangements that have been established for the continuation of Ok
Tedi Mine;

iii. Directed the Ministers for Treasury, Mining, and Environment and
Conservation to:

(a) urgently review and facilitate approval of OTML’s
proposal to process and store pyrite as part of its
environmental mitigation strategy; and

(b) negotiate with OTML to undertake specific initiatives
to investigate and monitor environmental monitoring of
the Fly River system beyond mine closure under the
Mine Closure Code;

iv. Reaffirmed the National Government’s support of the review of
the Ok Tedi Mine CMCA and commended all parties especially
the CMCA members in the active and constructive participation in
the review process;

v. Noted the concerns and proposals which have been presented to
the National Government, PNGSDP, INMET, and OTML by the
CMCA members;

vi. Approved the following proposal from GoPNG, PNGSDP,
INMET, and OTML to be provided to the CMCA members as a
package to include:

(a) The establishment of an independent CMCA entity that
would give the CMCA communities a sense of
ownership and control over resources and programs
which can be supported within the CMCA regions,
consequently that PNGSDP has agreed to fund a
consultant to assist with the establishment of the entity;

(b) That OTML issue new shares equivalent to 2.5% of
OTML’s equity to the new CMCA Entity to be financed

proportionately by existing shareholders. This would
replace the current offer of OTML to CMCA members;

(c) The State agrees that half of the dividends paid to the
Western Province People’s 10% Dividend Trust be
allocated to the new CMCA Entity, including half of
the 2006 dividends;

(d) The PNGSDP commitment (through projects funded
within the CMCA regions including through PNGSDP
subsidiaries) of an average K18 million per year or
2.5% of dividend income received by PNGSDP from
OTML per year, whichever is greater, for the years
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2007 to 2013, in the mine affected corridor regions
including Tabubil and Kiunga, noting that this
commitment is subject to OTML and the GoPNG
approvals and agreements for particular
investments being given;

vii. Authorised the Minister for Mining, in consultation with the
Minister for Treasury, Minister for Environment and Conservation,
and Ministerial Economic Committee to lead and coordinate the
National Government’s position in the negotiation with CMCA
members, other OTML shareholders and OTML on the new
CMCA Benefits Package, and to report to the NEC on the final
terms of agreement with CMCA members.

11.4 Explanations of the Offer

These explanations represent the IO views in terms of important
observations during the WG4 Meeting.

* The Minister for Mining presented an offer on behalf of all
shareholders including OTML, PNGSDP, National Government, and
INMET as per the Decisions 272/2006.

* After the meeting the offer was not rejected or accepted by the
leaders, as the explanations might have caused certain degree of
confusions.

* The offer has several main components:

(@) The CMCA regions would acquire 2.5% equity part
ownership in the mine, and this is offered by OTML on
behalf of all shareholders. This part ownership share is
not enough to warrant a seat on the Board of OTML;

(ii) A commitment of at least K18 million annually for
projects in the CMCA regions is offered by PNGSDP;

(iii) A commitment of 5% of total dividends (profits) is
offered by the National Government, and will come
from the Western Province People’s 10% Dividend
Trust with the condition that the mine waste
management project proposed by OTML goes ahead,
which includes a new pipeline for the storage of mine
waste in the West bank of Ok Tedi at Bige.

(iv) A new independent CMCA entity (organisation) would
be established to hold funds that would come from the
above offer, thus CMCA regions would manage
projects and resources through this new entity;

) There would be an extra once-only payment of K94
million to the new CMCA entity in 2007, and this fund
will come from the 2006 payment of the Western
Province People’s 10% Dividend Trust;
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(vi)  The above commitments and the equity ownership in
the mine will begin in 2007 and ends in 2013, which is
when the mine is planned to close. Thereafter, the
money for projects will come from PNGSDP Long-
Term Fund and CMCA Investment Funds together with
any government projects or donor organisations.

11.5 Feedbacks of the Offer

The feedbacks of offer from the leader were of mixed results. Some
WG4 delegates considered this offer as ‘very good’. Others viewed the
offer as ‘not perfect, but still acceptable’, while others ‘won’t stand in
the way, but want their concerns noted’, and some leaders ‘cannot live
with the offer, and must oppose it’.

11.6 Other matters discussed at WG4
11.6.1 Possible Structure of new Agreement

(a) OTML presented to WG4 proposal showing an option
on how the new CMCA might constitute two parts:

I An MOA or MOU that binds all regions to
common commitments by all parties, and WG
delegates will sign this document; and

I A detailed Schedule containing the value and
nature of monies and benefits for each region,
and appropriate Regional or Village
representatives will sign this document.

(b) A community handbook to explain the Agreement in
simple English will be published for distribution among
villages.

(c) The WG delegates are proposing a method to get
independent lawyers and Sir Arnold to assist
review the Agreement on behalf of the CMCA
communities.

11.6.2 New Villages to join new CMCA

(a) Several villages have requested to join the new CMCA,
thus the facilitators have prepared an issue paper and
forwarded to the Community Relations Department
(CRD) of OTML to seek clear decisions and action to
resolve each request.

(b) WG4 is also asked to decide on which villages are
entitled to join the new CMCA, and what criteria
should be used together with a process on how to
include village that qualify to join new CMCA is
expected before or by WGS.
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11.6.3 Increased Role of Women

(2)

WG4 reaffirmed the support for increased participation
by women in CMCA management and decision-
making, consequently specific ways are being
considered to ensure greater women’s participation and
this will be discussed during the remainder of WG
meetings.

11.6.4 Future Environmental Monitoring

(2)

(b)

(©)

(d)

(e)

11.6.5 Leadership

(2)

The environmental impacts will affect all of the people
living along the rivers for a very long time. Villages
will be flooded more often and for longer periods.

Damages from flooding will increase including the
impacts of further loss of sago, garden foods, wild
foods from the forests and fish. It is not known as to
whether there will be enough fish and sago to feed all
of the people in the future, as the environmental
impacts increase.

There might be increases in diseases because of the
impacts caused by flooding in water supplies, toilets
and the increase number of mosquitoes.

The scientific work being done by OTML is excellent
with very credible and reliable data, but there are gaps
in knowledge, and future scientific studies should not
focus on monitoring of environmental impacts only, but
the impacts of human health as well including studies
of water quality that people actually drink.

No decision was made at WG4 concerning how
environmental monitoring would be undertaken after
the mine closure, and this question is expected to be
refined and answered before or by WGS.

10 made a reminder to all leaders, facilitators and
OTML management to practice fair, honest, transparent
and Christian leadership in order for the CMCA Review
process to be successful.

11.7 Observations 1

The offer presented by GoPNG on behalf of shareholders at WG4
Meeting had some positive outcomes. The positive responses are: 1)
an increase of offer on the old CMCA. 2) potentially the offer over the
period of 2007 through to 2013 could be well over K1 billion subject
to market and profit making by OTML. 3) new CMCA would be more
in control by CMCA regions. 4) requests in previous WG meetings for
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12.0

equity and shares have been received positive response from
shareholders. 5) the safety net minimum fund in the new CMCA will
be K36 million per annum.

11.8 Observations 2

The offer presented by shareholders at WG4 Meeting had some
uncertainties or negative outcomes. These include: 1) not all regions
will be happy with the outcome as shown in the delegates feedbacks.
2) the offer relies on the continuation of mine operation and linkage of
wastes pipeline to Bige as a strategy for mitigation, therefore if there is
no pipeline then the mine closes. 3) the offer is a complex deal that
would be difficult to describe to regional leaders and village
communities. 4) the period given to stakeholders to consider and
respond to the offer is tight. 5) potentially the offer can split the
regions and could be difficult to mend. 6) it appears that the FRPG is
not properly involved and serious in this CMCA Review as
continuously 1illustrated in WG3 and WG4 meetings with non
attendances of its representative.

11.9 Observations 3

The WG4 Meeting discussions were all conducted in an open, honest
and fair manner. Leaders were quite frank when expressing their views
and those who wanted to speak were given an opportunity to do so and
expressed their views with frankness and clarity. Similarly leaders
listened attentively and were respectful when other delegates or
stakeholders had the floor to speak. Leaders expressed their ideas with
clarity when they were given the opportunity to speak. There were
disagreements on certain issues that were discussed as can be expected
in any meeting. There was meaningful participation by delegates in the
WG4 Meeting, although there were some uncertainties and certain
degree of misunderstanding of the offers in shares and equity
ownership and dividends. Independent Observers are satisfied and
pleased to report that the WG4 Meeting was conducted in the spirit of
mutual respect and in full compliance with all the principles guiding
the CMCA Review Process.

FOURTH REGIONAL MEETINGS

The rounds of RM4 were basically structured along the same lines as other RM and
Interim Regional meetings (IRM) during the year. RM4 were conducted in all
Regions except for the Mine Villages. Their leaders requested OTML and facilitators
not to conduct any meeting in the Mine Villages area.

There were two teams that conducted and facilitated the RM4. There was only one
ship available for transportation in the South Fly regions that transported a team
consisted of three Tanorama and one Keystone Centre Facilitators together with
OTML resource personnel. Another team consisted of two Tanorama and one
Keystone Centre Facilitators together with other OTML personnel conducted the
Upper Fly River regions. Likewise the Independent Observer, Dr. Beno Boeha,
monitored and observed the Upper Fly River RM4, while Mr. Kawi did the same for
the South Fly RM4. These meetings lasted about a week.
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The rounds of the RM4 were concerned with regard to reasonable understanding of
information particularly conveying of key messages of offer from GoPNG on behalf
of other shareholders discussed in the WG4 Meeting, to the Regional Representatives.
10 have captured the key messages and issues in our earlier discussions on offer from
WG4. In the third round of the RM4, the discussions were all conducted in an open,
honest and fair manner. Leaders were rather frank and spoke with clarity when
expressing their views and all who wanted to speak were given an opportunity to do
so. There were also disagreements on certain issues discussed as can be expected in
any meeting. In certain regions, there were certain degrees of disagreements with the
offer from GoPNG and other shareholders of OTML.

Conversely leaders listened attentively and were respectful when the other regional
leaders had the floor to speak with the exception of Middle Fly and to a certain extent
in LOT, we observed that certain regional representatives tried to impose their views
on the silent majority. This resulted in a situation where many leaders present did not
meaningfully and effectively participate in the discussions. However, the Keystone
and Tanorama Facilitators  successfully  facilitated the dissemination and
communication of key messages of offers in compliance with all the principles
guiding the discussions of the CMCA Review Process.

12.1 Observations 1

During the rounds of the RM4, the discussions were all conducted in an open,
honest and fair manner. Leaders were fairly frank and spoke with clarity when
expressing their views and were given opportunities to speak on issues and
key messages. There were some disagreements on certain issues discussed as
can be expected in any meeting.

12.2 Observations 2

Leaders tried to listen conscientiously and were respectful during occasions
when the other delegates had the floor, although in the Middle Fly and to a
certain extent in LOT, certain delegates often tried to impose their views

on the silent majority. This resulted in a situation where many leaders present
did not meaningfully and effectively participate in the discussions.

12.3 Observations 3

Generally there was effective and meaningful participation by most regional
leaders in these rounds of RM4. 10 are contented and pleased to report that
the rounds of the RM4 were conducted in the spirit of mutual respect and in
full compliance with all the principles guiding the review process.

12.4 Observations 4

Having observed the facilitation of all the rounds of the RM4, Independent
Observers are equally satisfied that the facilitation of those meetings by the
Tanorama Facilitators in dissemination and communication of issues and key
messages of offer arising from the WG4 Meeting was done in compliance
with all the principles of discussions for the Review Process.

12.5 Observations 5
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The feedbacks of Offer from GoPNG and other shareholders had very diverse
results from various regions. In the South Fly regions (Dudi, Kiwaba,
Manawete and Suki Fly Gogo) leaders generally considered the Offer as
‘Perfect and love the Offer; while others considered the Offer as ‘Very good
and like the Offer’ and the rest considered the Offer as ‘Not perfect, but still
acceptable’. These results may imply that leaders in South Fly regions

generally accept the Offer and are ready to negotiate for details of the new
CMCA.

In the Upper Fly regions (Middle Fly, LOT, Highway and NOT) the results of
the feedbacks on the Offer are in stark contrast with South Fly regions. A total
of about eighty regional leaders attended the RM4 and of these 3% considered
the Offer as ‘perfect and love the Offer’, 1% considered the Offer as ‘very
good and like the Offer’, 18% considered the Offer as ‘not perfect, but still
acceptable’, 13% of leaders considered the Offer as ‘ok, they do not like the
Offer, but they can live with it’, 42% of leaders who are mostly from the
Highway region accepted the Offer and ‘will not stand in the way, but they
want their concerns noted’ and 23% of the leaders who are mostly from
Middle Fly, Highway and LOT ‘cannot live with this Offer, and must oppose
it’. These results may imply that leaders generally accept the Offer, but their
concerns must be noted and acted upon. The main observation in this

feedback is that 72% of the LOT leaders ‘cannot live with this Offer, and must
oppose it, meaning the Offer is not acceptable to that region.

12.6 Observations 6

Leaders at RM4 needed to continuously be reminded in this CMCA Review
process by taking their leadership role seriously based on Christian Principles.
They should be encouraged to have permanent attitude of compassion and
receptiveness to the village communities they represent. Leaders should

also be encouraged to be honest and transparent in the course of their duties as
representatives of their communities.

FOURTH REGIONAL MEETINGS IN MIDDLE FLY, LOWER OK TEDI,
AND MINE VILLAGES

There were to be nine meetings conducted in nine Regions. As noted above no
meeting was conducted for the Mine villages at the request of their leaders, as this in
protests over what they consider as failure by the OTML Management to address
their grievances and concerns over the provision of outstanding social and economic
infrastructure development they requested. Other grievances brought by mine villages
during an intermission of WG4 meeting was successfully attended to by Special
Advisor, Government lawyer, and observed by 10.

In the Middle Fly Regional Meeting, certain leaders again repeated their previous
demands to meet with OTML Management separately to discuss what they term as
‘outstanding leaders allowances’ incurred during the 2001 CMCA negotiations.
Facilitators encouraged the leaders to bring their demand under any other business,
but eventually take the matter separately with the OTML Management. The meeting
proceeded smoothly.

Unlike the RM3, Lower Ok Tedi RM4 proceeded smoothly. What is of concern here
is the possibility of misunderstanding of key messages in the GoPNG offer against
the counter proposals from the region, particularly using mitigation strategy as the
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bargaining key points. There are certain degree of frustrations expressed particularly
at the way mitigation strategy is being used as the bargain for the 5% share from
Western Province People’s Trust and mine continuation.

Without expressing any conclusive opinions on the merits or de-merits of the
arguments and issues raised, 10 simply urge all leaders from the three regions
including Middle Fly, LOT and Mine villages to sit down with the OTML
Management and discuss some of these issues and reach a common understanding
before the WG5S Meeting.

13.1 Observations

Leaders from the three regions including Mine Villages, LOT and Middle Fly
together with OTML Management should consider discussing certain
contentious issues and come to a common understanding, as these issues

may potentially disrupt the progress of the CMCA Review process as
illustrated in Section 12 of the results of the leaders feedbacks to the Offer
from GoPNG and other shareholders.

VILLAGE MEETINGS

The Independent Observers have not attended any previous village meetings,
therefore relied wholly on the VM reports to make observations. However as the
Review process is reaching its crucial end, it is suggested that 1O should attend VM to
observe in the Middle Fly, LOT, Highway and NOT as these are villages that have
issues that may have the potential to derail the process.

The second round of village meetings was conducted immediately after the RM3
ended. In the VM2 the Tanorama Facilitators together with the Village leaders
updated the village communities on the progress of the CMCA Review Process thus
far, together with the key messages and issues discussed in the WG3. Generally,
leaders expressly welcomed the second round of VM, although majority of leaders in
the Lower Ok Tedi, and Middle Fly Regions expressed warned Facilitators and
OTML personnel not to travel to their villages to conduct meetings. Consequently,
Facilitators carried out only three out of seventeen villages of VM for LOT region.

Leaders and their village communities in most regions have allowed VM to proceed
smoothly. The issues and key messages discussed in VM were received and
generally accepted as facts particularly the environmental impact information. There
were strong comments on landowner and land-user issues, thus landowners want
special package from users to compensate. It is a continuing concern that many
leaders have not conducted VM and explain progress in the CMCA Review, and this
had resulted in the inadequacy of information being communicated by respective
leaders to their village communities.

Village communities appreciated that women and youth issues are being raised and
included in the proposal package and requested their leaders to ensure that their
recommendations are accommodated in the revised package. It was reemphasised that
the village meetings served as the only forum for the majority of people in villages to
be informed of the progress of the CMCA Review process. Consequently leaders of
the Lower Ok Tedi and Middle Fly should strongly be urged to set aside any
differences they have, and allow the process of village meetings to advance in their
respective communities.
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16.0

14.1 Observations

Certain community leaders are not holding meetings with their respective
communities after attending WG or RM. Therefore, adequacy of relevant
information with regard to communication and dissemination of importantly
relevant issues and key messages are not fully discussed at the RM and VM in
respective communities that may cause imbalance and biasness or inadequacy
of information.

14.2 Recommendations

Respective leaders must make every effort to conduct village meetings, as the
Review process approaches its crucial stage, thus the remaining meetings are
paramount importance to the whole CMCA Review with anticipated better
outcomes for the communities. The community at large must have equal
access to information and opportunities to participate, contribute, respond and
make informed judgments and decisions towards the outcomes of the new
CMCA. It is further recommended that IO attend the future VM at Middle
Fly, LOT, Highway and NOT regions.

PRINCIPLES GUIDING DISCUSSIONS WITH COMMUNITIES
15.1 Languages in Meetings

The Fourth Working Group Meeting was conducted in English as most of the
representatives spoke good English. The RM4 were also conducted in English
although some explanations were often conducted in pidgin and local vernacular by
the delegates to the WG4 Meeting.

While commendations are due to delegates’ use of their own local vernacular to
explain the issues and key messages to their Regional Representatives and villager
observers, 10 are equally vigilant against the continued use of local vernaculars to
give very long winded explanations as there are potential risks that certain key
messages of offer may not plausibly be explained and meaningfully understood
without appropriate input from the Facilitators and resource personnel. Facilitators
must therefore use their best judgements to ensure that the use of local vernaculars is
kept to a minimum level.

The Independent Observers now make the following observations on basic
compliance with the ‘Principles Guiding Discussions with Communities’.

ADEQUACY OF INFORMATION

This principle requires that the leaders and their communities are provided with
information necessary for them to make informed judgements and decisions. The
platform for the WG4 Meeting and the RM4 was laid in the previous WG and IWG
meetings. In the previous WG meetings delegates spent some time to discuss
constitution of agenda for the WG2 and developed the principles for benefits and
compensation as well as setting the goals and priorities for the WG.

In WG2 Meeting, delegates discussed the principles for compensation and possible
benefits. OTML also made its offer to the delegates to compensate for the
environmental accedence. In IWG Meeting, delegates spent time to discuss ways of
improving the CMCA Project delivery mechanisms and implementation by using the
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OTDF as a possible vehicle for Project delivery and implementation. Other possible
roles of the OTDF were also explored. On this basis we find that there was sufficient
information available in both WG and IWG Meetings.

In WG3 Meeting, the Environmental Report was presented with environmental
damages caused and its impacts on both the environment and the lives of the people.
In the same meeting, the following proposals were presented to the leaders including:
developmental needs and outcomes as opposed to cash compensation; and the needs
of women and youth.

In WG4 meeting, the Minister for Mining presented the offer from GoPNG together
with the offer from other shareholders. The summary of the Offer with explanations is
presented under Section 11 above.

Finally the WG4 Meeting acquired feedbacks from the delegates about the Offer, and
then information about the next steps forward to the eventual completion of the
CMCA Review which is currently being projected for completion by March-
April 2007.

An important aspect of adequacy of information is to understand the information
being disseminated particularly to the Regional representatives at the regional and
village levels. In previous Reports 1O observed that in some of the Regional
Meetings, some regional representatives still had some degree of difficulties trying to
grasp and fully understand and articulate certain key messages and information
despite explanations and materials given out by the lead Facilitators. These
same difficulties appeared to be the case in the recent RM4.

In recent rounds of RM4, 10 are pleased to report that, the Facilitators have attempted
to simplify much of the information and key messages of GoPNG offer that emanated
from the WG4 Meeting into detailed concepts for regional readers and village
communities to understand. Not many slide presentation of materials were handed out
as was the practice in previous meetings. The presentation of key messages of the
offer by Representatives on the WG4 demonstrated the degree of understanding of the
information of key messages of offer being disseminated. IO commended the
Facilitators for taking this initiative to simplify all information to a level where
regional leaders were able to assimilate information and disseminate back to village
communities so that villagers are able to easily read and understand issues and key
messages of offer from shareholders.

Due to the back-to-back nature of the round of Regional meetings, facilitators and
OTML field officers were unable to hand out meeting materials a day prior
meetings. Despite such difficult status, the facilitation of all the rounds of the RM4
satisfied the adequacy of information under the Principles Guiding Discussions with
Communities.

16.1 Observations 1

Generally there has been good communication with impacted communities
over an extended period of time to prepare participants for the review, and
10 are satistied with consistently adequate flow of information from the level
of WG4 Meeting to the RM level of meetings. Whilst there is adequate
information available at those two levels, IO are not completely satisfied that
there is consistency and adequate flow of information from the RM to the
village level of meetings.
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18.0

16.2 Observations 2

Despite such difficult situations, 10 are satisfied and acknowledged that the
facilitation of all the rounds of the RM4 satisfied the Principles Guiding
Discussions with the CMCA Review.

EQUITY

All the Regional Representatives are now predominantly male, following the role
change of Reverend Anna Bisai from being a Regional Delegate representing the
Dudi Region to that of representing women and youths. There is however a noticeable
absence of youths representation in the regional forum.

IO re-iterate previous observations that the women and youths population in the
villages appeared to not fully understand the key messages being discussed let alone
being adequately informed about and ensuring minimum participation in the CMCA
Review Process. It is obvious that the female population are being left out of many
discussions arising from this review process. In the RM4, there was none or
insignificant number of representation of women and youths even as an observer.
This simply highlights the need to have more women and youths representation in
Regional level as well as in the WG meetings particularly towards the crucial stage of
CMCA Review process. In WG4 and RM4 meeting the concern of increase role of
women in the Review process was again reiterated.

17.1 Observations

10 made observations which needed to be reiterated, meaning the regional
representatives must put more concerted efforts to involve more women and
youths in discussions at WG and RM levels. Furthermore, delegates tasked
with representing women in the WG meetings must spend more time to
explain issues being discussed at CMCA Review process to women in the
wider communities. Meaningful efforts should also be made to target and
disseminate information to women and youth groups.

17.2 Recommendation

Under the Principles Guiding Discussions with Communities, IO again
recommend the possibility of coopting women and youth leaders representing
each CMCA Region into the WG and RM forum with their primary
responsibility being the dissemination of information to women and youth
groups in the communities.

PARTICIPATION

Having observed the WG4 Meeting and the rounds of RM4, 10 are satisfied that all
representatives who were present in both the WG and RM and who wanted to speak
were given every opportunity to take part. There were differences of certain opinions
as can be expected, but those who had differing views did have the opportunity to
fully express themselves. IO are satisfied that delegates and leaders participated
meaningfully in both the WG and RM levels.

In previous RM as well as the IRM, particularly in the Middle and South Fly
Regions, it was noted that many ordinary men and women in the villages were either
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invited or simply took time off from their daily village chores to sit in and observe the
progress of meetings during discussion of issues and dissemination of key messages.
In the RM3 it was noted that the number of village observers in some regional
meetings dramatically increased to as high as 45, but in RM4 certain regions had
notable decrease in the village observers.

1O further noted that through such participations by ordinary men and women in
villages, they are being educated and kept informed of the progress of the Review
Process within which the issues and key messages of shareholders offer are being
disseminated.

Subject to logistical and safety issues, all attempts must be made to hold future RM at
venues outside of the Tabubil and Kiunga townships that can be easily accessible by
ordinary villagers to observe the meetings.

The RM4 for NOT was held in Tabubil as the venue, unlike previous occasions when
the meeting was conducted at Ok Ma Primary School, while the Highway Regional
Meeting was convened at Ningerum Government Station and the LOT meeting was
conducted for the second time at Bige. It was notable that there were some
participation of ordinary men and women from the surrounding villages, when the
meetings were held at those respective venues. OTML field officers must be
commended for taking this initiative to bring the meetings closer to the people and
recommend that subject to logistical and safety issues every attempt must be made to
bring the RM outside of Tabubil and Kiunga townships, hence closer to the people at
venues easily accessible.

18.1 Observations 1

Women and youths have not meaningfully participated in discussions at

the RM. This is based on the fact that, apart from Reverend Anna Bisai, there
are no officially recognized women and youths representatives from each
CMCA Region who can represent women and youths in both the Working
Group and the Regional meetings. Therefore, there appear to be no steady and
consistent and adequate flow of information concerning the progress of this
review reaching out to women and youth in the village, consequently less
participation from these groups.

18.2 Observations 2

There are continuously different women and youth leaders representing them
at each RM, which tend to leave gaps in the consistency and adequacy of
information needed for dissemination to women and youths, every time a new
women or youth leader attends a meeting.

18.3 Observations 3

Although there may be adequate information available within the meeting
process, women and youth leaders present do not actively participate

because they appear to be misunderstanding of the content of the information
being disseminated, therefore articulating issues and key messages of GoOPNG
offer become a real concern at Regional meetings.

18.4 Recommendation
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20.0

As the CMCA Review approaches it crucial stage, IO strongly recommend the
possibility of coopting women and youth leaders into representing them at
each CMCA Region at either the WG or RM forum or both.

RESPONSIVENESS

10 have previously observed, and are reasonably satisfied that the concerns and issues
raised by village and regional representatives at the Regional, and Working Group
Meetings were responded to promptly base on information available at that point in
time. Representatives were advised that any outstanding concerns or issues which
could not obtain responses immediately would be taken up for discussions in the
WG4 Meeting or forwarded without delay to the attention of the OTML
Management.

In the previous IO reports, it was reported that during this Middle Fly Meeting,
Representatives unanimously demanded to have a separate meeting with the OTML
Management to discuss what they termed as “outstanding leaders’ allowances and
payments incurred in the 2001 CMCA negotiations”. They gave a seven-day
ultimatum to the OTML to respond, but failing this, the leaders threatened to boycott
the whole CMCA Review process. Tanorama Facilitators immediately wrote a letter
to the OTML Management outlining the Middle Fly demands, and copied the
Regional leaders. Immediate responses by both the facilitators and OTML
Management resolved the issue.

In the WG3, RM3, WG4 and RM4 similar request from LOT regarding the mitigation
strategy that is being used as the bargaining kingpin for 5% share Offer from GoPNG.
The LOT delegates have indicated the early closure of the mine is inevitable as they
do not want the mine wastes be disposed at Dome, if their proposal is not considered
seriously by OTML and its shareholders. Such issues needed very serious discussions
among shareholders, OTML and regional representatives and leaders of LOT.

19.1 Observations

The 10O are quite contented that prompt discussions among OTML
Management, shareholders, and representatives from Middle Fly, Highway,
LOT, and NOT regions should eventuate to try to solve the possibility of
early mine closure. The efforts in attending to these grievances needed to be
done in order to satisfy the principles of Responsiveness to other stakeholders.

TRANSPARENCY

The IO are satisfied that the WG4 and RM4 were all conducted in acceptably
transparent manner. The processes of the CMCA Review were explained to the
representatives and the villages in simple and understandable English and local
language whenever required. Facilitators used charts, diagrams, written materials and
handouts to explain and illustrate the different stages of the review and the key
messages of offer arising out of the WG4 Meeting which were being disseminated.

In the WG1 Meeting, the representatives from village and region expressed strong
desire to have the services of independent professionals such as medical doctors,
accountants, environmental scientists and lawyers. The need had been  embraced
and followed up with the subsequent selection and appointment of the Independent
Scientist. After conducting his scientific investigations into the damages to the
environment, as well as the degree of environmental accedence, the findings and
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conclusion were presented at WG3 Meeting, before their dissemination,
communication and discussions at Regional and Village meetings.

In the WG4 Meeting, the presentation of information on the GoPNG Offer on behalf
of other shareholders was presented to WG delegates and Regional leaders at the
RM4. The information has been simplified, discussed and communicated at the RM4
and eventually disseminated to the village communities, demonstrates the degree of
transparency.

The replacement of Sir Arnold as an 10 with the appointment of Dr. Beno Boeha,
after fulfilling all the criteria for appointment through the process of interview by
Project Management and selection, demonstrates the total integrity, value and
transparency of this process.

The IO deem the structure and processes give transparency and credibility to the
CMCA Review process. 10 are satisfied that the engagement of Independent
Facilitators, The Keystone Centre and Tanorama Consultants plus the Independent
Observers, and an Independent Funds Administrator have added considerably to the
value and transparency of the CMCA Review Process. So too is the process of
selection and appointments of the Independent Scientist, the Special Advisor; and the
new Independent Observer, demonstrates the total value of integrity and transparency
of this CMCA Review process.

The 10 believe that provision of engagement of these independent professionals as
advisors facilitating, advising, and observing in their respective capacities will assists
the CMCA Review process, and greater enhancement to the equity, fairness,
transparency, and integrity of the process, and outcomes in the new CMCA.

INTEGRITY

In the previous WG reports, 10 reported that the structure and processes generally
satisfy the values of integrity. So too in WG4 Reports, it is IO observation that the
structure and process have been well embraced and accepted by all stakeholders.
Again it is reported here that the structure and process have been morally sound,
honest, and free from any corruption or undue influences.

In the WG4 Meeting and the rounds of the RM4, IO are reasonably satisfied and
report that all the representatives from the various stakeholders, and the Delegates as
well as the Regional Representatives have been sincere, honest and quite forthright in
their discussions and deliberations on the GoPNG Offer.

The development and publication of a set of Principles to Guide the Independent
Facilitators in guiding the conduct of the review and the availability of 10 in their
monitoring, observation and reporting against them, as being done, lend integrity and
credibility to the process and the commitment of OTML in undertaking the CMCA
Review Process.

The engagement of Independent Facilitators, 10, Independent Scientist, Special
Advisor, an Independent Funds Administrator, other wider interest groups, provincial
and national government representatives have enhanced the integrity and credibility
of this whole CMCA Review process particularly the provisions of advising the
Regional Delegates, Women and Youths and Churches have enhanced the integrity
process.
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The IO have two observations about the representations from the various stakeholders
particularly from the GoPNG and the FRPG. In previous meetings concerns were
expressed, by the WG Delegates, with regard to the continuous failure by the FRPG
to attend the WG meetings. These concerns were made known in a letter to the
Provincial Government and the Governor. As a result the Deputy Administrator of the
FRPG represented the Provincial Government in the WG3 Meeting. His attendance at
that Meeting may not be acceptable as he was present for less than a day and had to
leave due to other provincial engagements. At WG4, either the Provincial
Administrator or his Deputy or a representative of the FRPG were absent for the
entire duration of the Meeting. The absenteeism of FRPG at such crucial Meeting
may be considered as an act of negligence. As an important stakeholder, the FRPG
must show its seriousness and commitment to this important process through its
continued attendance and effective participation in the discussions of issues and key
messages where GoPNG Offer is deliberated.

The GoPNG 1is being represented by its key Departments, viz, Mining,
Environment and Conservation, Justice and Attorney General, Finance and
Treasury, Planning and Monitoring, and Provincial Affairs. The officers are from
various key Departments, who are generally at a level where they certainly cannot
make decisions or directly influence decisions, but able to provide relevant
information and advices.

21.1 QObservation
There is apparent lack of genuineness and interest by the two levels of
government, particularly the FRPG to participate by not sending a
representative to the WG4 where the National Government presented its Offer

on behalf of shareholders.

21.2 Recommendations 1

It is strongly recommend that as an important stakeholder it is imperative that
the FRPG and its administration is contacted by the OTML Management to
give some serious attention to the final stages of CMCA Review process and
it be encouraged to send the Administrator to the remaining WG Meetings
including the next one and make some meaningful and fruitful contributions
to the discussions.

21.3 Recommendations 2

The National Government should also ensure that it is represented by higher
level or senior officers who can either make or directly influence decisions.
Such action will demonstrate their level of genuineness and commitment
towards the present CMCA Review process.

FAIRNESS

Generally, the processes surrounding the WG and RM to date have been fair. Above,
however, observations are made above with regard to some aspects of the structure
and processes, in particular the less representation of women and youths and other
concerns raised by representatives, but in entirety, the process has been fair, as

previously reported.
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24.0

25.0

RESPECT

Given the historical circumstances of the operation of OTML and the environmental
impact upon the communities, it appears that sincere efforts are being made by all
parties to be respectful. In all WG and RM to date, the need to respect one another
was always emphasised by the Facilitators as a Principal Ground Rule before the
meetings got underway.

The courtesy and mutually respect between and among delegates and to permit other
participants to express themselves has been agreed upon as good practice and
observed in all recent regional meetings including Middle Fly and Lower Ok Tedi
RM4. Unlike previous RM, there were no disruptions by leaders, after OTML
management addressed their concerns. The RM4 for all regions progressed smoothly
until completion. The RM4 demonstrated the leader’s respect for each other and the
occurrence of CMCA Review process.

23.1 Observations

Outside the WG4 Meeting there were some disturbances from some Mine
Village people regarding issues with OTML Management. During WG4
Meeting certain leaders, to certain degree, could not comprehend the
explanation of the GoPNG Offer. But at RM4, the Offer was explained by the
Facilitators which resulted in smoothly flow of meetings. There was
tremendous courtesy and respect shown by leaders and village observers at the
RM4. Therefore, 10 are reasonably satisfied that discussions were conducted
at a pace and manner that allowed parties to understand the information of
GoPNG Offer being disseminated and where necessary, consult with those
that they represent before continuing. Everyone was given an opportunity to
speak and actively participated in all the discussions of issues and key
messages of Offer discussed.

TIMELINESS

The time frames for the processes of consultations and meetings appear long,
nonetheless 10 are satisfied that these are reasonable periods, given the complexity of
the key messages in the GoPNG Offer and the important need to inform and consult
all the communities and interested parties. Given the physical spread of communities
and the logistics of transport, communication and mobility, IO are satisfied that the
length of time between meetings and consultations as was the case in WG4, and
briefing of representatives and villages communities is reasonable and sufficient.

OWNERSHIP OF REVIEW STRUCTURE AND PROCESS

In previous reports of IRM and RM, it was reported that, Tanorama Facilitators
allowed the three WG delegates from each region to take the lead in presenting key
messages arising from the WG meetings to the regional representatives at RM. In the
RM3 and RM4, Facilitators used this same approach to deliver issues and key
messages from GoPNG Offer discussed in the WG4 Meeting.

Another effective approach used by Facilitators in the past meetings was to divide
Representatives into small discussion groups before giving them questions to form
key issues and messages for discussion. Each group would then publicly report their
responses to the rest of group while at the same time Facilitators would record the
CMCA Review Process/Observers Report/Dr. Beno Boeha, CBE, Ph.D. & John Kawi, LLM, LLB 22



26.0

main points. The responses of these discussions formed the basis of the agenda items
for WG and RM. The approach was not used. In past meetings, this approach
demonstrated the people’s ongoing participation in this process, but also highlights
that the people were taking active ownership of the process.

The continued use of above strategies ensured that key messages from GoPNG Offer
are effectively delivered, and at the same time it allowed maximum and meaningful
participation by delegates. Above are commendable approaches and International and
National Facilitators should be commended for using such strategies for the
dissemination of information on the Offer.

25.1 Observations

Although the above approaches were used, the greater part of the meeting was
still dominated by the facilitators. Rather than dominating and manoeuvring
the entire meeting, facilitators should as much as possible allow the delegates
to take the lead in dialogue during the meeting as long as they are well
informed of the issues and key messages. Resource personnel through
Facilitators should only intercede when required to explain issues or matters
that require appropriate explanations. With that approach, the delegates and
representatives will feel a greater sense of involvement and thus ownership of
the structure and Review process.

COMMUNICATION, PUBLICITY AND EXPOSURE OF THE CMCA
REVIEW PROCESS

The medium of communication and dissemination of information pertaining to the
CMCA Review Process that discussed diverse issues and key messages including the
current Offer from GoPNG is being through the print and electronic media. So far in
this CMCA Review Process it is being observed and continues to be observed that
continuing efforts are being made to communicate relevant information concerning
the process and the discussion of issues discussed to the public. Media organizations
such as FM Fly are playing a vital role in dissemination of information concerning
this process in their various radio broadcast programs as well as through their
fortnightly news letter “The North Flyer”. As the modes of communication for
disseminating information, efforts must continue to publicly expose and publicise this
important process.

The current efforts satisfy some of the Principles Guiding the Review process,
particularly those regarding communication of key messages and issues of GoPNG
Offer on behalf of other shareholders that arose from the WG and RM.

26.1 Observations

Certain modes of communication have been satisfactorily used to disseminate
issues and key messages in the Review process, nonetheless more efforts and
strategies are required in communication strategies, particularly those aimed at
reporting publicly the Review process.

26.2 Observations

In order to effectively communicate the CMCA Review process, it may be
appropriate to engage a news reporter from the FM Fly to participate in WG
meetings and some RM, and report on some positive steps being considered
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under the CMCA Review Process, as well as report on positive developments
and sustainable projects being considered under the new entity.

PARTICIPATION IN AGREED OUTCOME (SIGNING)

10 again remind that, consideration have been given to the request and aspiration of
the communities that all village representatives to the RM sign the new CMCA on
behalf of their village communities. There is a large number of Representatives in
many of the Regions, who have expressed strong desire that before any new
agreements are signed, an Independent Legal Advisor or Reviewer should be engaged
to explain and translate the contents into simple and understandable English.

The Independent Legal Advisor/Reviewer must then fully explain the contents of any
proposed agreements in order for the representatives to understand, and meaningfully
participate in the review process that can enable the leaders to consider whether any
changes are required. This would give the delegates, regional leaders and village
communities a greater sense of informed consent and ownership of the final
agreements.

The desire to have an Independent Legal Reviewer has previously been embraced
positively in both the WG and RM. It would be possible that a lawyer could be
engaged once the contents of a new agreement is finalised. In the present time Sir
Arnold Amet would continue to provide legal and other necessary advice.

PARTICIPATION OF LAND OWNERS NOT PARTY TO THE CMCA

There was consensus of concern that other land owners who supported the court
action against OTML, and who have not joined the CMCA should be involved in the
review process and benefit from the agreements. Leaders agreed that the opportunity
should be left open for these village communities to agree to participate in the review,
thus benefit from the new Agreements. During the Interim Regional Meeting some
Koabu villagers in the Dudi Region of South Fly Region, who had initially opted to
stay out of the CMCA process in 2001 and supported the lawsuit, expressed their
desires to join the CMCA Review process. Similarly a community near the
Bamu Mission on the northern bank of the Fly River in the Manawete Region
expressed their strong desires to join the CMCA Review process. These two
communities were again present in the RM4 in the Manawete RM, as well as in the
Dudi Region to push their desires of joining the CMCA regime, and thus benefit from
the Agreements.

In IO previous reports, OTML field officers and Management were encouraged to
immediately undertake all due diligence assessment of these communities and if
eligible, facilitate their application to join the CMCA Review process.

28.1 Observations

It appeared that the OTML field officers and Management may have not yet
undertaken due diligence assessment of non CMCA communities, in
particular those who have shown interest in joining the new CMCA. Hence,
there is greater need to provide positive encouragement and engagement of
the leaders and village communities who have remained outside of the current
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CMCA Review to get into the process and to eventually share consequential

benefits.
Dr. Beno Boeha, CBE, Ph.D John Kawi, LLM, LLB
Independent Observer Independent Observer
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29.0 SCHEDULE 1

TABLE 1:  List of nine CMCA Regions and the names of the
Three Regional Delegates representing each Region

NO. | NAME OF CMCA DELEGATE NAME OF CMCA REGION

A) John Wanim
1 b) Joel Dangim Mine Villages
¢) Amos Kiki

a) Michael Gen
2 b) Penai Napu Highway Region
c) Kerry Krori

a) Daniel Atmeyok
3 b) John Dii North Ok Tedi
c) Boston Kasiman

a) Alex Maun Lower Ok Tedi
b) Moses Oti
4 c) Ketu Nuri

a) Steven Wembut
5 b) Rex Salle Middle Fly
¢) Richard Zumoi

6 a) Kenny Maba Suki Fly Gogo
b) Jacob Kabogi
c) Mezaka Daumey

7 a) Abel Daruko Manawete
b) Edwin lara
c) Sakewa Makalisa

a) Philip Korobe
8 b) Daniel Nawia Kiwaba
¢) Adoma Maikau

9 a) Kime Sumai
b) Sisa Baidam Dudi
c) Harry Wekina
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TABLE 2: List of Independent Facilitators and Organisations

NO. | NAME OF FACILITATOR ORGANIZATION
1. Dr Peter Adler The Keystone Centre
2. Caelan Mcgee The Keystone Centre
3 Jannesse Brewer The Keystone Centre
4 Martin Brash Tanorama
5 Kori Maraga Tanorama
6 Tony Keket Tanorama
7 Lalatute Avosa Tanorama
8 Ruben Kila Tanorama
9 Patrick Hokmori Tanorama

TABLE 3:List of Independent Observers

NO. | NAME OF INDEPENDENT OBSERVER

Dr. Beno Boeha

Mr. John Kawi

TABLE 4:List of Independent Scientist

NO. | NAME OF INDEPENDENT SCIENTIST

1 Dr. Allan Tingay
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TABLE 5:List of Stakeholders and Participants in the CMCA Review Process

NO.

NAME OF STAKEHOLDER

NAME OF PARTICIPANT

Ok Tedi Mining Limited

a) Mr. Keith Faulkner
b) Mr. David Masani
c) Mr. Leonard Lagisa

Independent State of Papua New Guinea

a) Department of Mining

b) Depart. Of Environment
& Conservation.

c) Department of Justice &
Attorney General

d) Department of Finance &
Treasury.

e) Department of Planning
& Monitoring

PNG Sustainable Development Company Ltd.

a) Mr. Camillus Midire
b) Mr. Ati Wobiro
c) Mr. Colin Travertz

Fly River Provincial Government

Deputy Prov. Administrator

Non Governmental Organizations (NGOs)

a) Mathilda Koma — CERD
b) Ume Wainetti — Women

c) Rev. Anna Bisai ~-Women
& Youths

Churches

a) Blasius Iwik — Catholic
Church
b) Sinba Kamaya — ECP

TABLE 6:List of Special Advisor

NO.

NAME OF SPECIAL ADVISOR

1

Sir Arnold Amet

TABLE 7:List of Project Management Team

NO. | NAME OF OTML ADVISOR OR CONSULTANT
1 Ms. Barbara Sharp
2 Mr. Tim Offor
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