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1. INTRODUCTION 

 

The Mineral and Petroleum Resources Development Act (MPRDA), (Act No. 28 of 2002) and its 

Regulations was promulgated on 1 May 2004. Financial provision for environmental rehabilitation 

and closure requirements of mining operations forms an integral part of the MPRDA. Section 41 of 

the MPRDA and regulations 53 and 54 promulgated in terms of the MPRDA deal with financial 

provision for mine rehabilitation and closure. 

 

The holder of a right as described in the relevant sections of the MPRDA and its regulations must 

provide the Department of Minerals and Energy (DME) with sufficient financial provision. Officials in 

the DME Regional Offices are required to assess, review and approve the quantum of financial 

provision submitted (that is, the monetary value of the financial provision that has been computed 

by the holder of a prospecting right, mining right or mining permit during the annual review) as 

being sufficient to cover the environmental liability at that time and for closure of the mine at that 

time. 

 

The relevant sections within the MPRDA (Act 28 of 2002) that deal with the financial provision are 

as follows: 

 

 Section 41(1), requires that an applicant for a prospecting right, mining right or mining permit 

must, before the Minister approves the environmental management plan or environmental 

management programme (EMP) in terms of Section 39(4), make the prescribed “financial 

provision” for the rehabilitation or management of negative environmental impacts, 

 Section 41(2) provides that, if the holder of a prospecting right, mining right or mining permit 

fails to rehabilitate or manage, or is unable to undertake such rehabilitation or to manage, 

any negative impact on the environment, the Minister may, upon written notice to such 

holder, use all or part of the financial provision to rehabilitate or manage the negative 

environmental impact in question, 

 Section 41(3) requires the holder of a prospecting right, mining right or mining permit to 

annually assess his or her environmental liability and increase his or her financial provision 

to the satisfaction of the Minister, and 

 Section 45, allows the Minister to recover costs in the event of urgent remedial measures. 

 

Regulations promulgated in terms of the MPRDA (Act 28 of 2002) 

 

The financial provision required to be submitted by the holder of a prospecting right, mining right or 

mining permit (in terms of Regulation 53) to achieve the total quantum for rehabilitation and 

remediation of environmental impacts and associated damage as well as close-out must be 

provided for by one or more of the following methods: 

 

 Approved contribution(s) to a dedicated trust fund as provided for in terms of Section 

10(1)(cH) of the Income Tax Act, 1962; 

 A financial guarantee from a South African registered bank or any other bank or financial 

institution approved by the Director-General, guaranteeing the financial provision relating to 

implement the EMP in the format approved by the Director-General from time to time; 

 A deposit into the account specified by the Director-General in the format as approved by the 

Director-General from time to time; or 

 Any other method as the Director-General may determine. 

 



Regulation 54 requires that the quantum of financial provision, to be approved by the Minister, must 

be based on the requirements of the approved EMP and shall include a detailed itemisation of all 

actual costs required for: 

 

1. Pre-mature closure regarding: 

 the rehabilitation of the surface of the area; 

 the prevention and management of pollution of the atmosphere; 

 the prevention and management of pollution of water and the soil; and 

 the prevention of leakage of water and minerals between subsurface formations and 

the surface. 

2. Decommissioning and final closure of the operation; and 

3. Post closure management of residual and latent environmental impacts. 

 

The annual contributions to a trust fund are tailored for funding the final mine closure over the life of 

a mine. These contributions are calculated annually as (A-B+C)/D, where: 

 

 “A” represents the amount determined by a person designated by the Minister of Minerals 

and Energy of the estimated costs to be incurred at the time that or after operations on the 

mine or part of the mine are discontinued in order to discharge the obligations imposed in 

terms of any law which relates to mining operations (other than costs which were required in 

terms of any law to be incurred on an ongoing basis during the life of that mine or part of that 

mine); 

 “B” means the market value of the assets held by the company, society, association or trust 

in respect of that mine on the date of the determination of the estimated costs in symbol “A”; 

 “C” means the amount paid in cash by that taxpayer to such company, association 

company, society or trust at any time before the date contemplated in symbol “B” which has 

not been allowed as a deduction in terms of this paragraph in any year of assessment; and 

 “D” represents the estimated remaining life of that mine in number of years as determined 

by a person contemplated in symbol “A”.  

 

The holder of a prospecting right, mining right or mining permit is required to annually assess the 

total quantum of environmental liability for the mining operation and ensure that financial provision 

are sufficient to cover the current liability (in the event of premature closure) as well as the end-of-

mine liability. 

 

  



2. TYPE OF MINERAL TO BE MINED 

 

The proposed Borrow Pit on Pogela Farm(Farm 1/12280) located approximately 4.5 km to the 

southeast of Heatonville on the north coast of KwaZulu-Natal will be established to mine weathered 

Dolerite which is will be sold locally. 

 

 
 

Figure 1: Weathered Dolerite which will be mined at the proposed Borrow Pit 

 

 

3. DETERMINATION OF RISK CLASS 

 

As per the DMR guidelines the risk class of the Dolerite to be mined was determined using Tables 

B.12, B.13 and B.14 provide in the DMR guideline document. These risk classes will be either be: 

 

Class A (High risk):  a high probability of the occurrence of the impact with a severe 

consequence, 

Class B (Medium risk):  a moderate probability of occurrence of the impact with a 

manageable consequence, 

Class C (Low risk):  a low probability of occurrence of the impact with a negligible 

consequence. 

 

 

Based on the type of mineral to be extracted at the proposed Borrow Pit (weathered Dolerite) the 

following risk classes have been identified as per the DMR guideline document: 

 

Table B.12: Dolerite has a Class C risk. 

Table B.13: Dolerite has a Class C risk 

Table B.14: Not Applicable, as the weathered Dolomite is not a salable byproduct. 

 

The overall risk class of the Dolerite is considered to be Class C which has a low probability of 

occurrence of the impact with a negligible consequence. 

 

  



4. ENVIRONMENTAL SENSITIVITY OF THE MINE AREA 

 

Based on the criteria to determine the area sensitivity as outlined in the DMR guidelines the 

proposed environmental sensitivity of the proposed Borrow Pit site can be classed as LOW based 

on the following criteria: 

 

 

Sensitivity Sensitivity Criteria 

 

 Biophysical Social 

 

Economic 

Low   Largely disturbed 

from natural state. 

 Limited natural fauna 

and flora remains. 

 Exotic plant species 

evident. 

 Unplanned 

development. 

 Water resources 

disturbed and 

impaired. 

 

 The local 

communities are not 

within sighting 

distance of the 

mining operation. 

 Lightly inhabited area 

(rural). 

 

 The area is 

insensitive to 

development. 

 The area is not a 

major source of 

income to the local 

communities. 

 

 

The proposed Borrow Pit site is located on a commercial agriculture farm where most of the land 

use within the surrounding area consists of commercial sugar cane fields. The proposed site for the 

Borrow Pit is highly transformed and is currently used for the following activities: 

 

 Small borrow area for material which is used to maintain farm roads 

 Storage area for organic fertiliser (Vinasse) 

 Loading zone for harvested sugarcane 

 Staff accommodation 

 

The proposed Borrow Pit will require the demolition of some existing staff accommodation units 

which are currently in a state of disrepair. Mr Readman will move the staff from these 

accommodation units to a newer staff accommodation complex which has improved amenities and 

is fenced off for additional security. It is anticipated that the staff currently living at the proposed 

Borrow Pit site will see a marked improvement in their living conditions once moved to the other 

staff accommodation complex. 

 

 
  



5. LEVEL OF INFORMATION AVAILABLE 

 

The level of information available for the calculation of quantum of closure is considered to be 

extensive as outlined in the DMR guidelines. The Table below outlines the  

 

 
 

Extensive Information  

 

 

Available Project Documents  

 

An approved EMPr as 

contemplated in Section 39 of the 

MPRDA, or an EMP that is in the 

process of being approved or 

amended.  

 

The following project related documents are available:  

 

 Environmental Basic Assessment Report  

 Environmental Management Programme  

 Mitigation Plan  

 

 

A detailed Closure Plan, based on 

the EMPr that covers all aspects of 

rehabilitation and closure of the 

mining operation.  

 

 

The following project related documents are available:  

 

 Rehabilitation Plan  

 Closure Plan  

 Mitigation Plan 

 

 

A detailed breakdown of the costs 

envisaged for rehabilitation and 

closure.  

 

The following project related documents are available:  

 

 Financial Provision Assessment  

 Financial and Technical Competence Report  

 

 
Please see accompanying reports for the information mentioned above. 

 
 
6. DETERMINATION OF CLOSURE COMPONENTS 

 

As per the DMR guidelines the closure components for the mine must be identified based on the 

type of mining to be undertaken as well as the site specific conditions within the mining area. The 

proposed Borrow Pit can be considered an open-cast activity which will involve the removal of 

material in benches from the proposed Borrow Pit footprint. 

 

Given the small scale of the proposed Borrow Pit and the fact that the site is located on private 

property very little infrastructure is required on site in the form of fencing, security huts and mine 

infrastructure. Based on the information provided by Mr. Readman (Land owner and Borrow Pit 

operator) infrastructure on site will be limited to the following: 

 

 Site office/security office which will consist of one of the renovated accommodation units 

presently on site. Once mining has been completed this unit will be used as an office for 

the sugar cane loading zone to be established on this site. 

 



Given the secure location of the proposed Borrow Pit and surrounding land uses no other 

infrastructure will be erected on site. In addition to the above the following infrastructure will not be 

required on site: 

 

 No fencing is required as the Borrow Pit is located on private property and no members of 

the public are anticipated to enter the proposed site. Security on site will also ensure that 

no unauthorized access to the Borrow Pit takes place. 

 Post operation, the Borrow Pit site will be utilized as a sugar cane loading zone by the 

landowner and as such rehabilitation of slopes and exposed areas on site will be limited to 

the outer slopes. Given the topography of the land and materials on site the potential for 

erosion is limited. 

 No access roads are required to access the site as the landowner already has access 

roads which enter the proposed Borrow Pit site. These access roads will be retained post 

operation to transport sugarcane to and from the loading zone which will be created within 

the Borrow Pit footprint. 

 Very limited spoil is anticipated from the Borrow Pit during operation due to the limited 

depth of overburden and topsoil over the weathered Dolerite which is to be mined on site. 

Topsoil removed during mining operations will be used to rehabilitate the outer exposed 

slopes within the Borrow Pit footprint. 

 

 

7. CALCULATION OF CLOSURE COST 

 

Unit rates for the closure components allocable to the proposed Borrow Pit were calculated using 

the risk class and sensitivity of the area applicable to the closure components as listed in Table B.6 

of the DMR guidelines and are presented in Table 1 below. 

 
Table 1: Closure components applicable to the proposed Borrow Pit 

Component  Unit  Master -  

Rate  

Multi -  

Factor  

Risk  

Class  

Weighting  

Factor  

Applicable 

Years  

8(A)  Overburden and Spoils  ha  R66 400.00  1.00  C  1.1 1 - 2 

10  General Surface 

Rehabilitation  

ha  R 52 600.00  1.00 C  1.1 1 - 2 

13  Water Management ha R 20,000 0.17 C 1 1-2 

14  Maintenance  ha  R 700.00  1.00  C  1  1-3 

 Contingencies Sum 10% of total    1-2 

 
With regards to the above closure components the following should be noted:  

 

 Only definite or expected Closure Components have been included in the Financial Provision 

Assessment.  

 The „General Surface Rehabilitation‟ component has a weighting factor which has been set 

at 1.1 due to the mix of sloped and undulating areas within the mine area.  

 As stipulated above no fencing component, roads, processing plant or other infrastructure 

have been included as these will not be required on site. 

 The „Maintenance‟ component has been included in the „Year 1‟ Financial Provision 

Assessment as it will be relevant until the Post-Closure Phase (Year 2-3). This point will be 

re-evaluated in all subsequent years (1-2) of mining until such time that the Department of 

Mineral Resources issues the project Closure Certificate.  



Based on the closure components, risk class and sensitivity of the area the calculation of cost 

closure has been calculated as R 70,534.99 (Incl. VAT) as outlined in Table 2 Below. 

 

 

Table 2: Quantum of Financial Provision 

 
 

 

 


