

















1.2

In its steps towards selecting an industrial site for the Project, Magindustries
acquired the Eucalyptus Fibre Congo (EFC) Corporation, and with it a location for
the development of a potash plant as well as the solution mining field near Mengo.
MagForestry now manages 100 % of the forestry operations of the eucalyptus
plantations. This operation is entirely sustainable and renewable. Moreover,
MagForestry is the largest provider of employment in the region after the
government. Woodchips represent MagForestry’s value-added product. In fact, a
chip mill is now operating at the port in Pointe-Noire.

MagMinerals intends to construct and operate a potash plant in the Department of
Kouilou, largely within the limits of MagForestry’s operating licence. The existing
potash resources would enable mining over a 20-year period, with the potential for
expansion. MagMinerals will set up an Operating Company, MagMinerals Potasses
Congo (MPC), which will be 90 % owned by MagMinerals and 10 % by the
Congolese State. It is the implementation of the Project by the Operating Company
which is the object of this ESIA.

Context of the Project

The Department of Kouilou is underlain by one of the largest carnallite deposits in
the world. It is mirrored by similar age deposits in Brazil, originally part of the same
sedimentary basin, separated over geological time by the spreading of the
mid-Atlantic Ridge. The Kouilou reserves are -currently estimated to be
800 billion tonnes and the carnallite deposits are located at a depth of 400 to
1,200 m below sea level. Moreover, Pointe-Noire has one of the largest deepwater
ports on the Atlantic coast of Africa. This port has been successfully used as an
operational base for several large oil companies for the last 30 years.

The main countries requiring potash are India, China and Brazil, to add nutrients and
balance the acidity of soils which have been over-exploited. The development of
biofuels over recent years has increased demand for potash. In fact, as the raw
material for these energies is maize, palm trees or sugarcane, the production of
potash fertiliser is becoming a major strategic issue for efficient production of these
products.

Canada, Russia, Belarus, Germany and lIsrael are the main potash producing
countries (Stone, 2003). In fact, the total production from these countries represents
between 90 and 95 % of world production. Currently, potash supply is not sufficient
to meet strong world demand for fertiliser. Potash production is thus an important
economic issue for Congo and also constitutes an important business opportunity for
Maglndustries, a part of whose strategy is to develop long-term capital projects in
Africa.
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Kouilou’s potash resource was previously mined in the 1970s in the Makola Region,
near the Project site. The Holle Mine was however abandoned following a flood in
1977 during conventional underground mining operations carried out by the Société
commerciale des potasses et de I'azote (SCPA) of France. On the basis of the
Makola Exploration Permit covering 1,800 km? which it has obtained, MagMinerals
will begin to mine one of the largest potash deposits in Africa. However, contrary to
the conventional underground mining of the Holle Mine, the material to produce
potash for the Operating Company’s Project will be extracted using a solution mining
process.

Oil operations have continued to expand in recent years and have become the
mainstay of the Congolese economy (CONGO-SITE, 2007), moving ahead of timber
and timber products. Oil operations have provided 90 % of the country’s exports and
90 % of State revenues over recent years. Forestry, however, remains an important
activity for a number of large companies, which are selectively exploiting the tropical
hardwoods of the native forests and have very few sustainable forest management
practices. In addition to these companies, EFC operates 48,000 ha of sustainable
eucalyptus plantations in the Department of Kouilou.

The other significant resources being exploited are natural gas, gold, lead and
copper. The mining industry is still under developed in the Department of Kouilou
and natural gas reserves are high (Maglndustries, 2007).

One of the major costs generally associated with potash production is natural gas,
which is used in the evaporation process. Because of the abundance of gas burnt off
by flares in the Study Area and to the lack of an existing market in the region,
MagMinerals will obtain a competitively priced gas supply for the Project. Although
no agreement has yet been reached on the gas supply, it appears most likely that
clean gas will be supplied from Djeno. This will necessitate the construction of a
30 km pipeline from the to-be-built Djeno gas-fired power station to the Mengo plant.
The gas pipeline will be the subject of a separate ESIA.

Politically, the Sovereign National Conference of 1991 heralded the return to a
multi-party system after earlier periods of civil unrest since Independence in 1960.
The democratisation process was however severely affected by recurring
socio-political troubles between 1993 and 1998. A transition period was initiated
soon after the war of June to October 1997, a period which came to an end in 2002
with the organisation of the general elections.

Articles 56, 89 and 133 of the Constitution of January 20, 2002 establish a
presidential system comprising three powers:

e Executive power represented by the President of the Republic;
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e Legislative power represented by the General Assembly and the Senate;

e Judicial power exercised by the Supreme Court, the Court of Auditors and
Budget Discipline, the Appeals Courts and other national jurisdictions.

The President of the Republic, who has a seven-year mandate, renewable once, is
the head of the executive power. He appoints the ministers. The Constitution
provides for a parliament with a 137-member National Assembly who are elected for
a period of 5 years and a Senate of 66 members appointed for 6 years. There is no
provision in the Constitution for a censure motion against the Government, so as to
ensure the continuity of the institutions. The Assembly cannot dismiss the President
of the Republic and the latter cannot dissolve the Assembly.

The structural reforms followed their course after the socio-political troubles. These
reforms include, amongst other things, the privatisation of state-owned companies
and the reorganisation of the institutional and regulatory frameworks, with a view to
establishing an environment which encourages development of private initiative and
direct foreign investment.

Overall, two major concerns characterise the orientation of the Congolese
economy, i.e.:

¢ Implementing the Interim Post-Conflict Program (PIPC) 2000-2002;
¢ Drawing up the Poverty Reduction Strategy Document (DSRP).

The aim of the PIPC is the reconstruction of the economic and social infrastructure in
order to stimulate the Congolese economy. It must also enable the necessary
conditions to be brought together to conclude a program for the reduction of poverty
and to stimulate economic growth which can attract financing from the international
financial community.

Thus, conditions for market entry in 2011 are forecasted to be very favourable, as is
the outlook for the forecast period to 2030. The main characteristics are:

e Strong fundamentals supporting market growth of about 3 % per year with a
medium-term upside of up to 4 % per year, due to historically low grain stocks,
increased meat consumption due to rising standards of living in developing
countries, declining availability of arable land and increased planting of crops
related to the production of biofuels;

¢ An environment of balanced supply/demand maintained by the major producers
led by Potash Corporation of Saskatchewan;

e High barriers to market entry characterised by high capital cost and limited
resources in locations with difficult access;
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e A forecast of strong price increases until 2011 due to limited expansion
capabilities, and stable to rising prices thereafter;

e Lowest cost delivery prices to the selected target markets, ensuring
industry-leading net returns;

¢ Relatively stable geopolitical context.

Summary Description of the Project

The operation of the Kouilou potash plant will be based on solution mining of the
carnallitite deposits, for which the Makola Exploration Permit covers around
1,800 km? in the Department of Kouilou. The Mengo solution mining field alone, with
an area of approximately 8 km?, is sufficient to supply the potash plant for a period of
over 20 years.

The raw material, a brine solution, will be transported from the Mengo solution
mining field to the potash plant via a pipeline. Brine is obtained by injecting hot water
into the three layers of carnallitite through a series of interconnected boreholes. The
hot water dissolves the carnallitite which can then be pumped to the surface as a
brine solution. Potash, which will be sold in granular form, will be recovered from this
brine using conventional evaporation and crystallisation technologies. The product
will then be transported by train to the storage and bulk loading terminal at the port
of Pointe-Noire. The residual brine, which contains sodium and magnesium chloride,
will be discharged at sea, via an underwater pipeline extending to a distance of one
kilometre from the coast, off the port of Pointe-Noire.

The crystallisation and evaporation plant will be located adjacent to the Mengo
solution mining field, which is 16 km from the port of Pointe-Noire (Map 1.1). The
rate of production is estimated at 600,000 t/a.

The other components of the Project include a power plant, a water pumping station
on the Loémé River and a water pipeline, port facilities, roads and facilities for
workers.

Study Area and Project Area

The Study Area covers approximately 850 km?, i.e. the whole territory that could

possibly be directly or indirectly affected by the Project (Map 1.1), and which has
been studied to establish baseline environmental and social conditions.
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The Study Area includes only the downstream portion of the 3,060 km? Loémé
watershed (Section 7.8 in Chapter 7). It also comprises the Mboundi area, located
north of the plant site, because the Project initially included the production and
transport of natural gas from this area. Although the gas will now be purchased, the
Mboundi area remains included in the Study Area to benefit from the baseline
studies conducted therein.

The Project Area covers approximately 28 km? and is delineated to include the
various aforementioned Project components. Thus, the Project Area essentially
corresponds to the footprint of the Project components.

15 Scope of the Environmental and Social Impact Assessment

The scope of the Environmental and Social Impact Assessment for the Kouilou
Potash Project includes the assessment of the impact on the natural environment
and human environment of the exploration, construction and operational phases of
the Project in the Study Area, until its closure, along with post-closure monitoring.
With a view to sustainable development, it includes environmental, health and safety,
and sociological monitoring.

The general objectives of the ESIA are:

e To ensure that environmental and social impacts are recognised at an early
stage and taken into account in the design of the Project; and

e To provide MagMinerals with the information needed to obtain environmental
permits to be issued by the Congolese Government.

The specific objectives of the ESIA are:
e To describe the legal, regulatory and institutional frameworks;
e To present a description and the rationale for the Project;

e To present a comparison of the alternatives or options for the Project, relating to
the location of the plant, site and infrastructure layout, water supply source, as
well as routing of linear infrastructure;

e To present the public consultation activities, as well as environmental concerns
and issues raised by the public and the various stakeholders in the ESIA,;

e To describe the natural and human environments in the Study Area;

e To assess the environmental and social impacts of the Project, and to determine
measures for mitigating negative impacts and for optimising positive impacts;
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e To present an ESMP within which operational action plans reflect the
commitments of MagMinerals to implement the monitoring and mitigation
measures needed to control the impacts and risks identified in the ESIA.
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